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BY THE JUDICIARY COMMITTEE

BILL NO. 217 (Judiciary

)
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a hearing,require the Jlicensee to adjust the loan contract interest
or other charges down to 10.5 percent a year [THE CONTRACT INTEREST
LIMITATION SPECIFIED IN AS 45.45.010(Ca)]-

Sec. 2. AS 06.40.160(a) is amended to read:

(a) Alender who, in the making of any <contract, loan or premium
finance agreement or the collection of interest or charges, does any
act that [WHICH] violates AS 06.40.010, 06.40.020, 06.40.090, or
06.40.110 - 06.40.130 shall at the option of the commissioner reim-—
burse that portion of the interest and charges in excess of that
provided 1in those sections, or, in the case of repeated violations of
those sections by the lender, the Jlender shall adjust the <contract,
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WORK DRAFT WORK DRAFT WORK CRAFT

loan, or premium finance agreement 1interest and other charges down to
10.5percent a year [THE CONTRACT INTEREST LIMITATION SPECIFIED IN
AS 45.45.010(a)]-
* Sec. 3. AS 06.45.060(5)(A)(vi) 1is amended to read:
(vi) the rate of interest may not exceed [THE
GREATER OF 15 PERCENT A YEAR OR] the rate specified in
AS 45.45.010(b);
* Sec. 4. AS 09.30.070 is amended to read:

Sec. 09.30.070. INTEREST ON JUDGMENTS. The rate of interest on
judgments and decreesfor the payment of money 1is J4 [10.5] percent a
year, except that a judgment or decree founded on a contract 1in writ—
ing, nroviding for the payment of 1interest until paid at a specified
rate not exceeding the legal rate of 1interest for that type of con-—
tract, bears interest at the vrate specified in the contract if the
interest rate is set outin the judgment or decree.

* Sec. 5. AS 45.10.120(c) is repealed and reenscted toread:

(c)A seller or holder of a retail <charge agreement, revolving
charge agreement or other retail charge agreement may charge, vreceive
and collect a service charge at a rate of 1.5 percent a month computed
on the outstanding balance from month to month. IfT the service charge
so computed 1is less than $1 for any month, then the service charge 1is
$1. The service charge may be computed on a schedule of fixed amounts
if as so computed it is applied to all amounts of outstanding balances
equal to the fixed amount minus a differential of not more than $5
provided that it 1is also applied to all amounts of outstanding bal —
ances equal to the fixed amount plus at lea t the same differential.

* Sec. 6. AS 45.45.010(b) is amended to read:

(b) Interest may not [NO INTEREST MAY] be charged by express

agreement of the parties in a contract or loan commitment which for

CSHB 217 (Jud) -2-
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AVENDMENT TO CS FOR HB 217 (Loans)

By Representative Gruenberg

1. Add a new section 4 as follows:
AS 09.30.070 is amended to read:

Sec. 09.30.070. Interest on judgments. The rate of interest
on judgments and decrees for the payment of money is 14" (10.5) percent
a year, except that a judgment or decree founded on a contract in
writing, providing for the payment of interest until paid at a
specified rate not exceeding the legal rate of interest for that
type of contract if the interest rate is set out in the judgment or
decree.

2. Renumber all following sections.

Comment: This raises the interest rate on judgments from 10.5% a year

to 14%. The amendment encourages judgment debtors to pay off
their judgments.



Bannister .

AMENDMENT il

Offered in the HOUSE By Clocksin
TO: Proposed CSHB 217 (Judiciary)
Page 1, line 6, delete "interest rates"™ and insert "financialtransactions"
Page 1, following line 8, 1inserta new bill section toread:
"* Section 1. AS 06.05 1is amended by adding a new section to read:
Sec. 06.05.120. MANDATORY CHECKING ACCOUNT SERVICES. (a) A

bank organized under the Jlaws of the state shall provide each of the
following persons, on request of the person, with a <checking account
that providesthe services required under (b) of this section:

(@) a person 65 years of age or older;

(2) a person who is eligible toreceive general relief
assistance, aid to families with dependent children, or adult public

assistance from the state;

(3) a person who 1is eligible for assistance under the food

stamp program of the state;

4 a person who is eligible to residein a Pioneers®™ Home,
(b) A checking account required by this section must provide the

following services without charge:

(1) eight <checks per month thatcan be written on the

checking account;

(2) checks for the checking account that are printed with

the person®s name, address, and phone number;

-1- 4/18/85



(3) interest on the funds in the checking accoun
lowest rate of 1interest provided by the bank for an interest-bearing

checking account 1in that bank."

Page 1, line 9, delete "* Section 1. and insert "* Sec. 2.

Renumber remaining bill sections accordingly.

-2- 4/18/85



Bannister

AMENDMENT /6

Offered 1in the HOUSE By Clocksin

To: PROPOSED CSHB 217(Jud)

Page 2, 1line 24 through 1line 28 delete all material and insert:
"* Sec. 6. AS 45.45.010(b) 1is amended to read:

(b) No interest may be charged by express agreement of the
parties in a contract or Jloan commitment which is more than six and
one-half [FIVE] percentage points above the annual rata charged member
banks for advances by the 12th Federal Reserve District on the day on
which the contract or Jloan commitment is made. A contract or loan
commitment in which the principal amount exceeds $25,000 1is exempt

from the limitation of this subsection.

Page 2, following line 28, 1insert the following new bill section to read:
"* Sec. 7. M 45.45 is amended by adding a new sertion to read:
Sec. 45.45_015. ELECTION TO OVERRIDE FEDERAL PREEMPTION. In

accordance with section 525 of Public Law 96-221, the state declares
that it does not want the amendments to the Federal Deposit Insurance
Act, the National Housing Act, and the Federal Credit Union Act made
by sections 521 to 523 of P.L. 96-221 prescribing 1interest rates and

preempting state 1interest rates to apply 1in this state."

Page 2, line 29, delete all material.

-1- 4/18/85
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Berrier/Bannister

AMENDMENT #6

Offered in the HOUSE Ev Clocksin

To: PROPOSED CSHB 217(Jud)

Page 2, 1line 24 through 1line 28 delete all material and insert:
"* Sec. 6. AS 45.45.010(b) 1is amended to read:

(b) No interest may be <charged by express agreement of
parties in a contract or loan commitment which for loans under $10,000
is more than six and one-half [FIVE] percentage points and for loans
over $10,000 and not more than $25,000 is more than 10 percentage
points above the annual rate charged member banks for advances by the
12th Federal Reserve District on the day on which the contract or loan
commitment 1is made. A contract or loan commitment in which the prin-—
cipal amount exceeds $25,000 1is exempt from the Jlimitation of this

subsection

Page 2, following line 28, insert the following new bill section to read:
"* Sec. T. AS 45.45 is amended by adding a new section to read:
Sec. 45.45.015. ELECTION TO OVERRIDE FEDERAL PREEMPTION. In

accordance with section 525 of Public Law 96-221, the state declares
that it does not want the amendments to the Federal Deposit Insurance
Act, the National Housing Act, and the Federal Credit Union Act made
by sections 521 to 523 of P.L. 96-221 prescribing 1interest rates and
preempting state interest rates to apply with respect to loans made 1in

this state."

1. 4/19/85



Page 2, line 29, delete all material.

- 4119785



Bannister”

AMENDMENT
Offered ir» the HOUSE By Clocksin

TO: CSHB 217 (Loans)

Page 1, following line 8, insert a new bill section to read:
"* Section 1. AS 06.20.230 is repealed and reenacted to read:

Sec. 06.20.230. MAXTMUM INTEREST PERMITTED. (a) A Ii—
censee may lend $25,0000r less and may charge, contract for, and
receive on theloaninterest at a monthly rate of

(1) two percent or less on an unpaid principal balance
of $500 or less;
(2) one and one-half percent or Jless on an wunpaid
principal balance of more than $500 but less than $5,000; and
(3) on an unpaid balance of more than $5,000 but less
than $25,000, the lower of
(A) one and one-half percent; or
(B) six and one-half percentage pointsabove the
federal reserve discount rate charged banks on 90-day
commercial paper for advances by the 12th Federal Reserve
District on the first day of the month before the calendar

quarter when the loan 1is made.

(b) A licensee who makes open-end loans wunder this chap

may charge, contract for, and receive 1interest at the rates set

out in (a) of this section.

Page 1, line 9, delete "* Section 1." and 1insert "* Sec. 2.

-1- 4117185



Renumber succeeding bill sections accordingly.

2. 4117185



Original Sponsors: runcan, Pearce,
Ringstad and Bo"jcher

BY THE HOUSE SPECIAL
IN THE HOUSE COMMITTEE ON STATE LOANS

CS FOR HOUSE BILL NO. 217 (Loans)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to interest rates; and providing for
an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 06.20.320(a) 1is amended to read:

(@) A licensee or lender who, 1in the making or collection of a loan
contract, does not act that [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 repeattd violations of thosesections
by the licensee, the commissioner may, upon a hearing, require the
licensee to adjust the loan contract interest or other charges down to
10.5 percent a year [THE CONTRACT INTEREST LIMITATION SPECIFIED IN AS
45.45.010(a)].-

* Sec. 2. AS 06.40.160(a) is amended to read:

(a) A lender who, in the making of any contract, loan or premium
finance agreement or the collection of interest or charges, does any act
that [WHICH] violates AS 06.40.010, 06.40.020, 06.40.090, or 06.40.110 -
06.40.130 shall at the option of the commissioner reimburse that 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 lender,
the lender shall adjust the contract, loan, or premium finance agreement
interest and other charges down to 10.5 percent a year [THE CONTRACT
INTEREST LIMITATION SPECIFIED IN AS 45.45.010(a)].

* Sec. 3. AS 06.45.060(6)(A)(vi) is amended to read:

(vi) the rate of interest may not exceed the rate specified
by AS 45.45.010(b);



* Sec. 4. AS 45.10.120(c) is repealed and reenacted to read:

(c) A seller or holder of a retail charge agreement, revolving
charge agreement or other retail charge agreement may charge, receive and
collect; a service charge at a rate cf 1.5 percent a month computed on the
outstanding balance from month to month. If the service charge so com—
puted is less than $1 for any month, then the service charge is $1. The
service charge may be computed on a schedule of fixed amounts if as so
computed it is applied to all amounts of outstanding balancesequal to the
fixeu amount minus a differential of not more than$5 provided that it is
also applied to all amount:- of outstanding balances equal to the fixed
amount plus at east the same differential

* Sec. 5. AS 45.45.010(b) 1is repealed and reenacted to read:

(b) Parties to a contract or loan commitment may charge by express
agreement a rate of interest that does not exceed 24 percent a year. A
contract or loan commitment in which the principal amount exceeds $25,000
is exempt from the limitation of this subsection.

* Sec. 6. AS 44.33.020(11) is repealed.

* Sec. 7. This Act takes effect July 1, 1985.

2075\W4885a
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Since 1980 banks in New York have increased charges to banking customers
by hundreds of millions of dollars and have effectively withdrawn essential banking
services from many New Yorkers. The banks are clearly seeking to augment

profits and to cover losses on foreign loans by taking advantage of the captive New

York banking public.

Banking services in New York, vzhich in our society are a necessity, have
developed into a two-tier system, with sweeteners and inducements to the large

depositor and reduced services grudgingly given to the mass of bank users.

Banking customers need to be protected from uncontrolled fee charges which
threaten to price banking services out of the reach of many New Yorkers and which
are particularly onerous for the working poor and elderly living on limited fixed
'ncomes. The State should not allow its citizens to have to "pay the piper" for
adventurous and risky foreign loans made by banks. A new system of regulation

to insure fairness in banking is required.
»

It is time that we treat banking as a form of utility as essential in our modern
society as telephone service or gas and electricity. Just as the State must insure
the availability of utility services to all its citizens, so it must insure that banking
be available at reasonable rates consistent with a fair return to the banks and with

a reasonable correlation between services and costs.

This report details how charges for banking services have escalated, far

outpacing inflation or the cost of actually providing bark services.
Essentially, banks have increased their profits by:
- tripling and quadrupling the charges ror maintaining checking accounts;
- imposing for the first time fees for certain savings accounts;

- imposing for the first time on the small and moderate banking customer a

charge for every automatic teller machine withdrawal;



- doubling, tripling and quadrupling fees for check certification and for

money orders, stop payment orders and small safe deposit boxes;

- charging unreasonably high interest rates as detailed in my March 1983
report, "Deregulation of Consumer Lending in New York: The Rates Went Up But

Never Came Back Down";

maintaining bill >ns of dollars of "floats" by failing to timely credit
customers with monies collected on checks they have deposited fas explained and

documented in a report | issued one year ago).

- In addition automated banking, which was to have been a convenience to
customers by enabling them to carry out certain banking transactions in off-hours,
is now being mandated upon all but the affluent customer even during regular
banking hours by Citibank. Hundreds of thousands of customers are thus being

relegated to second rate service.

Clearly, New York banks consider the average customer is there to profit on

but not to service. To begin meaningful protection for New York banking
customers, | am proposing legislation (explained later in this report) to:
1. Require advance disclosure and prominent posting of all bank service

and fee changes;

2. Empower the Banking Department to disallow excessive fees and charges;

3. Require audits by the Banking Department to determine the amount
banks are making from New York's banking consumers and whether
unreasonably high fees are being charged to make up for imprudent

loans - particularly foreign loans.

My staff has conducted surveys of the pricing history of a wide range of basic

banking services, the result of which are set forth below.



RETAIL BANKING: THE SMALL CUSTOMER PAYS MORE

7. Personal checking accounts, which remain the most common form of
banking account have been made increasingly more expensive through large fee
hikes. These increases range from a doubling of the monthly maintenance charges
at Chase Manhattan and Chemical Bank within a one year period to a more than
doubling of the minimum balance required for free checking at Bankers Trust and
Bank of North America. It is to be noted that when "minimum daily balance" is
required, the entire monthly ,?e is imposed even if the balance falls below the

minimum for just one day. The results of a March, 1983 surveby my office show:

In 1981 Manufacturers Hanover Trust charged $1.25 a munth 1if the
minimum daily checking account balance fell below $500. In early 1982
this fee was raised to $3.00, and in late 1982 to $4.00.

The monthly checking account maintenance fee at Chase Manhattan is
$6 unless at least S500 is maintained on account. Before September 1,
1982 the fee was $4.00, and"prior to July 1982 it was $3.00.

Bankers Trust requires an $800 minimum daily balance to qualify for
free checking. If the balance falls to $500 the fee is $5.00, and if
it falls below $500 the fee is $8.00. Prior to February 1982 Bankers
Trust did not nave a minimum balance requirement and the only fee was
a charge of 15 cents per check.

At the end of 1979 Chemical Bank offered "Special Checking” with a
$1.25 monthly fee and 15 cent a _heck charge. The per check charge
was raised to 20 cents by the end of 1980. And by the end of 1982 the
per check charge stood at 25 cents and the monthly fee at $2.00.
Chemical now charges a straight $5.00 a month and if more than $5.00
worth of checks (at 25 cents a check)-are written the additional fee
is 25 cents a check.

Chemical Bank also provides a balance plan with a $6.00 monthly fee if
the balance falls bexow $200, a $4.00 fee for balances that stay
between $200 and $499, and free checking for balances greater than
$500. The 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.

Citibank charged $1.25 a month fee and 20 cents a check for the basic
checking account between September 1979 and October 1980. It was then
raised to a $2.50 monthly fee and a 25 cent a check charge, and in
October 1981 the monthly fee was raised again, to $4.00.



In October 1979 Citibank offered a balance plan providing free
checking if more 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 early
19S1 these charges were raised so that free checking is provided only
to those customers with at least $1,500 in combined checking and
savings accounts. $2.00 is charged for those with $900 to $1,500 in
their checking accounts, and S4.00 is charged for everyone else.
However, Citibank at this time also imposed an additional 25 cent per.
check charge for balances under $500, and also started imposing a 25
cents charge for each "Citicash™ machine withdrawal when the account
was beiow $500.

In January 1982 Citibank stoppedproviding checking account bal—
ances over the phone.

National Bank of North America offers a checking account with a
$5.00 monthly fee if the minimum balance falls below $500. Prior to
September of 1982 the minimum balance requirement was $200. The bank
also offers an account, charging a monthly fee of $2.25 and 25 cents
for each check regardler*” of balance. This was increased in May of
1982 from $1.25 and 20 cents a check-.

At Republic National Bank $500 must be maintained every day to avoid
a $1.00 maintenance fee and a 25 cent a check charge. This was raised
from a $400 minimum balance in June of 1981. In June of 1980 Republic
charged only 75 cen.s a month and 15 cents a check for failure to keep
the minimum $400 daily balance.

Irving Trust charges $6.00 a month unless at least $500 is ma.ji-

tained in the checking account. If $500 to $1,000 is on account tie
fee is $4.00. It is only $3.00 if $1,000 to $2,000 is kept. It is
free only if at least $2,000 is kept in combined accounts. Before

June of 1982 only $900 had to be on account to get free checking, and

the $2.00 was charged for balances between $500 and $899. $3.00 was

charged for balances of $300 to $499, and S500 was charged for

balances under $300.

For a bank, the increases in checking account charges can mean millions of
dollcrs a year in extra income. Manufacturers Hanover Trust, for example, had
over $9 billion in domestic demand deposits in 1981. If only $3 billion of this was in
non-interest bearing checking accounts, that would mean the bank had nearly one

million checking accounts, according to the Federal Reserve figures concerning the

average size of checking accounts.

One in three New York City households has a Citicard which is used for the
automatic teller machine transactions on basic personal checking accounts. At the

end of 1982 Citibank had over $7 billion in domestic checking accounts. Over 200



lion transactions have been made on the "Citicash" machines since their advent a
few years ago. most of which were withdrawals for which Citibank now charges 25
cents if the balance is under $500. If only 20 million withdrawals are made each

year in which the fee is charged, the added income to Citibank is $5 million.

Only one bank has held the tine on personal checking accounts. Amalgamated
Bank, owned and operated by the Amalgamated Clothing and Textile Workers Union

requires a minimum daily balance of $100 to avoid a $1 a month fee.

That these increases hurt hundreds of thousands of small customers is shown
in statistics contained in the "Functional Cost Analysis”, a publication of the
Federal Reserve Board based on data furnished by 614 participating banks around
the country. For banks with deposits of more than $200 million, 93% of the
personal check,ng accounts in 1981 had balances of less than $5,000. 16.9% were in
the $509 to $1,000 range where customers are quite likely to let their accounts fall
below a minimum daily [or even average monthly) balance of $500. 10.62% c(
checking accounts have balances of $200 to $500, whose depositors will almost

always pay the increased checking fees.

The upward pricing spiral of charges for personal checking accounts is likely

to continue, in spite of last year's low inflation rate. The 1982 edition of the
Sheshunoff national survey, "Pricing Bank Services and Loans" asked New York
State banks the question: "Are you planning to increase service charges on
personal checking accounts in the next twelve months?" Almo.t half those

answering admitted they would. The average expected increase is 25%. ' [Many of
the banks surveyed did not ansv/er this particular question at all.) Regarding last
year's increases, 24% of banks surveyed nationally said they thought the fees

should have gone even higher.

Sheshjnoff's Vice President, Robert Walters, quoted in the February 25, 1982
Wall Street Journal commented: "Higher fees are done simply with the stroke of a
pen. It's an easy way to cover costs and boost your return on assets.” Alan
Sheshunoff told my staff that banks in bigger cities are most likely to increase fees

because of the "impersonality factor... No one will look them in the face.”



2. Even the NOW (5.25% interest with checking) accounts are not immune
from price increases. Chemical Bank, for instance, requires $3,000 to be kept on
account in order to avoid a $6.00 a month fee and a 20 cent per check charge. One
year ago Chemical charged <4.00 for balances between $2,000 and S3,000 and S6.00
only if the balance dipped under $2,000. Manufacturers Hanover requires at least
$1,000 to be kept in the NOW account to avoid the $6.00 a month charge. This was
raised from $5.00 last year. At Chase Manhattan the fees range from SU.00 to
$8.00 on balances of less than $3,000, raised from $2.50 to $5.00 six months ago.
Prior to May 20, 1982 Marine Midland had the lowest required balance, ' '00, to
avoid a $5.00 monthly charge. Now at least $1,000 must be maintained. At
National Bank of North America the customer loses tiie entire interest up to $4.37
for balances that go under $1,000, and for balances of less than $500 a $4.00
monthly service charge is added. On April 27, 1983 the minimum balance will be

raised to $1,500 and the service charge to $7.00.

3. Commercial and thrift institutions have recently begun imposing fees for
savings accounts that fall below specified balances. Often the result is that smaller
depositors' accounts are eroded to zero. The March survey by my office found

these policies in effect:

Chemical Bank started 1imposing a $3.00 monthly service charge on
balances that fall below $400 1in October of 1-982. If "excessive"”
(that is more than three) withdrawals are made a month from such an
account, $1.00 is charged for each withdrawal.

Starting in March of 1982 Citibank began charging $1.50 a month as
well as eliminating the interest on "Ciiicard Savings"™ accounts that
fall below $500. Previously, customers had to keep $100 to avoid a 75
cent charge.

If the balance during the month falls below S250 at Chase Manhattan,
the bank w. "1 not pay interest for that month and will also charge a
$2.00 fee. Prior to July 1982 Chase charged 50 cents a month on
savings accounts that fell below $100. Before that there were no

charges at all.

Before October 1, 1982 Dime Savings Bank did not impose charges on
savings accounts. Thereafter, Dime started charging $1.00 a month for
accounts that go below $500, and 50 cents a withdrawal on accounts of
less than $250. For these smaller accounts Dime also charges 50 cents
to cash a check.



Bankers Trust requires a minim :m S200 balance to earn interest. If
less than S500 is on account and more than three withdrawals are made
in a quarter, S1.00 is charged for each additional withdrawal. This
policy has been in effect for the past one and a half years, prior to
which there were no charges.

At Anchor Savings Bank a minimum balance of $100 tust be maintained
to avoid a $1.00 monthly fee, beginning December 1, :>82. Interest is
lost if the balance falls below $30.

At Marine Midland a $2.00 service fee was imposed on accounts of less

than $200 beginning in late.1981. After iive withdrawals, 50 cents 1is

charged few. "each withdrawal no matter what the balance Iis.

There are a small handful of banks which still only deny interest on the
smaller accounts, so that a $99 account earning 5i%, for example, would lose $5.00
a year in interest. At some banks interest is still paid but a passbook
"maintenance” charge is imposed vshich often exceeds the annual interest on the
account. But many banks now both deny interest and charge a fee. At Citibank,
which does both, the cost to the customer can be substantial. If the balance stays
at $300 all year, by year's end Citibank will ha”e collected $18 in fees as well as

avoided paying $15 in interest, for a total cost to the customer of $33, more than

10% of the value of the account.

In 1981 Citibank had $1.9 billion in domestic savings accounts which earned an
average rate of 5.01%. The Federal Reserve reports that the average size of a
regular savings account in larger banks in 1981 was $1,999. This would mean that
Citibank has over one million regular savings accounts. If only 300,000 cf these
accounts are assessed $30 a year in lost interest and fees, total new income to

Citibank, from this source alone, comes to $9 million.

The Federal Reserve's "Functional Cost Analysis" cited above reports that in
1981 21.2% of savings accounts in banks with more than $200 mi.lion in deposits had
balances of $100 to $500. It is these accounts, representing savings of thousands

of working individuals that are being hit hard by the new savings account charges.

Banking industry representatives state that the new savings account fees are
needed to discourage the very small accounts with only a few dollars, many of

which are forgotten by thei, owners. Banks do not find it profitable to maintain



with only <30 or $90. The Federal Reserve's 1981 statistics show the
bankers do have a point since 94.9% of savings accounts had balances of less than
$100 but made up only .6% of savings volume. However, the banks have not limited
their new fees to these smallest accounts. Only a few banks in New York such as

Anchor Savings Bank have targeted only the under $30 accounts.

In any event, the goal of eliminating tl >e small "nuisance" accounts is being
largely accomplished. The April,6, 1933 Wall Street Journal reports that when
Chemical Bank first started charging on savings accounts with balances under
$900, "between 80,000 and 100,000 accounts were closed" and that most of these
were consolidated with other accounts. Yet much the same goal could have been
accomplished with charges restricted to accounts of less than $100 without hurting

the many legitimate depositors with $300 balances.

9. The fees banks are charging for money orders have been increased
dramatically in the past two years. Money orders are commonly used by poorer
people who do not have bank accounts to pay their rent and utilitybills. My March

1983 survey found:

Chemical Bank charged 50 cents in 1980, increased the fee to 75 cents
in 1982 and in 1982 doubled that fee to $1.50.

Citibank charged 50 cents 1in 1980, 75 cents in 1981,and raised it
again to $1.25 in February 1983.

American Savings Bank last year raised the fee from 50 cents to
$1.00.

Marine Midland charges $1.50 for a money order, raised nine months
ago from 90 cents.

Six months ago Bankers Trust raised the fee from 75 cents to $1.25.

Dry Dock Savings charges depositors $1.50, raised from S1.00 last

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

Amalgamated Bank still charges only 50 cents.

5. Some of the biggest increases are for such services as safe deposit boxes,

certification of checks, and stop payment orders on checks. Chemical Bank

charges $9.00 for check certification, up from $2.50 in August 1982. Chase



Manhattan raised the certification fee from $3.00 to $4.00 in June of 1982. At
Marine Midland the f<.e is $5.00 up from $4.00 in August 1982. Only Amalgamated

Bank does not charge for check certification.

As for stop payment orders, Chase Manhattan raised its fee last July from
$4.00 to $7.50. About two months ago Citibank raised its stop payment fee from
$3.50 to $6.00. Chemical Bank presently charges $4.00, up from $1.50 in April
1981. On May 1, 1983 Chemical plans to raise the fee to $9.50, more than a

quintupling in two years.

Last January Citibank doubled the charge on its smallest safe deposit box. In
June of last year Chase Manhattan raised safe deposit box fees 20% for depositors;
non-depositors must pay an extra $5.41 for the smallest box. This year

Manufacturers Hanover raised the charge 15%to 20%for the smallest boxes.

6. A major new income source for banks are annual credit card membership
fees, first authorized in New' York under the 1980 bar;king deregulation law.
Proponents of deregulation predicted in 1980 that there would be a wide variance in
credit card fees and that some banks would not charge a fee at all. But soon after
the law took effect most banks imposed at least a $10 annual fee, some charged $15,
and now nearly all charge $20. One of the few exceptions is Chemical Bank, which
charges $36 if both a Visa and MasterCard are held. On top of the fees, of course,
are the finance charges, still at their record levels of 18% to 19% in spite of the

recent large decline in the cost of money for the banks.

These new credit card fees have become a lucrative income source. Citicorp's
1981 report says that just the new bank card fees brought in $55 million in their
first year. Chemical Bank's 1981 report states that a 68-a increase over the
previous year from "consumer banking services" was "contributed to significantly”
by credit card fees. Chemical Bank's experience is common to other banks offering
credit cards. A May 3, 1982 U.S. News and World Report article stated that:
" banking analysts note that for a growing number of banks, non-interest

revenue is becoming increasingly important.”



"SPECIAL SERVICES FOR THE AFFLUENT: COURTESY OF EVERYONE ELSE

While imposing major service charge and fee hikes on most banking customers
as outlined in this report, the banks have been providing beneficial new services

and no-charge accounts for those with "high deposit relationships”.

This is i trend best seen at the nation's biggest bank, Citibank, often viewed
as the trend setter in the banking industry. The future of retail banking can be
seen at their 72nd Street and Broadway branch in Manhattan. A banner outside
the branch advertises: "Special Services for Citipeople” and signs inside the bank
advertise: "Improved Services for Citipeople". However, further investigation
reveals that only "Citipeople"” with more than $5,000 on account qualify for the
services. In feet, those with less than $5,000 are no longer allowed to use a human
teller. They must go to one of the automatic teller machines. Citibank plans to
adopt this policy at nearly all of its more than 200 branches in the New York City

area.

The 72nd Street branch's physical layout has been rearranged so that the
affluent customers must flash a special card to get past a security guard and
smoked glass wall into the area with the tellers. Citibank has added special hours
for privileged "Citipeople”: up to 6:00 PM on three weekdays and Saturdays from
10:00 AM to 2:00 PM. A new Citibank brochure describing the new setup says:
"When you enter your neighborhood branch, you'll be greeted by a Customer
Director who will show you to the right area You'll need to show your Citicard,

so have it ready."

Those customers with more than $25,000 qualify for "Priority Service"
entitling them to make appointments with their own personal banker to use an even

more secluded portion of the branch.

Citibank also has 32 offices in five upstate cities, and according to the
President of Citibank's upstate subsidiary Daniel Salkad (interviewed in a recent

American Banker} the bank plans to expand upstate to "at least 45 branches by

1985" and will be emphasizing installation of automatic teller machines.
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Automatic teller machines are being criticized by consumer organizations
nationwide. They do not always function correctly, they cannot issue money
orders, certify checks and answer most customer questions, and they commonly
run out of cash and receipts. Citibank officials say that there is an "other" line at
its 72nd Street branch to take care of these matters, but no such line could be

found on a recent visit there.

Citibank stands to significantly reduce its costs with the no-human teller
program. A human teller handles about 200 transactions a day. An automatic
teller can handle 2,000 transactions, costs only a few thousand dollars more a year,
and works around the dock. A Bank of America Senior Vice President said in a
recent issue of American Banker that his bank's ATM's transactions cost one tenth
those done by human tellers. According to a "Consumer Close-up" report by
Cornell University Cooperative Extension, "it is estimated that an ATM costs 11 or
15 cents less per transaction than a human teller." While there is no objection as
such to automation, if it becomes a means of inferior service to the majority of
banking customers, then it must become a matter of public scrutiny and official

action.

While increasing basic account fees, Chase Manhattan has meanwhile opened an

expensively decorated [original. objets d'art) branch on the 18th floor of 270

Madison Avenue. The new facility is called the "Business Banking Center" and
according to the bank is geared to small professional offices - lawyers,
accountants, architects - and others with substantial assets: Manufacturers

Hanover is now constructing a large, elaborate "Private Banking" branch on the

ground floor of its Park Avenue headquarters.

Many other banks besides Citibank, Chase Manhattan and Manufacturers
Hanover are expanding their services to the well-off, adopting such labels as
"executive banking" and ‘“personal banking". There has recently been a
proliferation of Cash Management Accounts [CMA's') that combine several types of
transactions in a single account, and which require increased use of highly
trained, higher-cost bank personnel to manage the money of customers with these
accounts. The affluent bank customers then end up paying less for elaborate

services white the majority pays more for banking transactions.



On April 19th Citibank began offering a new Personal Asset Account, titled
'Focus*. Citibank's advertisements bill Focus as the account "that enable
successful individuals to focus on their finances v/ith a new level of confidence and
convenience." The ads explain that, "We've built an entire service organization
within Citibank to link all our resources and focus them where they belong: you."

The new services included a highly trained personal Account O fficer who will

immediately "wire money to your daughter in college”, "buy a 6-month T-bill", "get
the current stock quote on General Motors,”, "find the current value of your
securities portfolio", "and more". Although Focus is aimed at persons with assets

of at least $200,000, the charge is not large for all of these immediate over-the-
phone services. The cost is only $12 a month and a special high-credit line Visa
Card [usually $90 a year) is thrown in for free. |In contrast, Citibank charges [in
monthly fees and lost interest) over $90 a year on a regular savings account that

stays below $500.

The most obvious form of luring the well-off at the expense of poorer
customers is through the new higher interest accounts permitted under the
Depository Institution Deregulation and Monetary Control Act of 1980, which began
the process of removing interest ceilings. The Act set up the Depository
Institution Deregulation Commission [DIDC) to set guidelines and policies for
deregulation. The DIDC and Congress, under pressure from the banking
industry, soon approved more high interest accounts and most recently the money
market rate accounts [December 1982). In addition, in the zeal to attract the well-
off customer, the tanks still sought creative ways to circumvent the few remaining
restrictions still in place with new "sweep accounts" which combined NOW accounts
with uninsured money market mutual funds, in which any amount over the minimum

NOW account was "swept" into the fund at a much higher rate.

To help pay for these new deposits some small banks are merging with other
small banks so as * offer the higher rates given by larger banks. But more
commonly, both larger and smaller banks have cut costs through installation of
automatic teller machines and have raised income through service fee increases on
the low-interest accounts they still have. An article in the March 25, 1983

American Banker, "New Account Costs Worry Bankers" reported that to offset the



squeeze on interest margins created by deregulated money market accounts, banks
"will... .charge for everything they do for customers" as well as make mol/e*
profitable loans. "Fee income from previously free services, such as checking,
could also help offset the increased interest expense of the new accounts." The
article quoted one bank spokesperson who said, "We have to start charging the

customer for everything we do for them.

Additionally, as pointed out in my March, 1983 report: "Deregulation of
Consumer Lending in New York State: The Rates Went Up But Never Came Back
Down" banks are also keeping at very high levels the interest they charge on a
broad range of consumer loans, most notably credit card charges, auto loans, home
improvement loans, and personal loans. Credit is being made available only to

those who can afford these high rates.

And the banks are also trying to profit as muchas possible on checks
deposited in their branches by not crediting customers with their monies for many
days ,en though the bank had use of the funds within 48 hours. In a test |
conducted last month State employees deposited their paychecks in several New
York City .,nks on the same day. The banks took anywhere from three to thirteen
days to credit the customer. This is another bank practice that penalizes the
smaller customer, since they wusually need the deposited money immediately.
Additionally, many low~deposit customers end up bouncing checks be ause they
legitimately thought that after six or seven days the money had cleared into their

account.



RECORD BANK PROFITS: NEW CHARGES HELP COVER OVERSEAS LOSSES AND

SERVICES FOR THE AFFLUENT

Bank profits go up and up. The higher interest paid on large deposits has
not eroded bank earnings and even the extraordinary losses on foreign loans has
not meant an earnings decline at the major money center banks. Analysis of bank
profitability shows that largef profits are being earned and that banks are
effectively competing with the new "financial supermarkets'l set up by Sears
Roebuck and others and do not need major increases in basic retail service

charges.

Citicorp's 1982 net income of $797 million was 25% above the previous year's
$531 million, which in turn was 6% above the 1980 level. Citicorp's first quarter
1982 profit of $73 million was a significant increase over 1981's $58 million.
Chemical New York Corporation's net income of $290 million in 1982 was 11.9%
higher than the $215 million reported in 1981. In 1980 Chemical's net income was
$179 million, in 1979 it was $129 million, and back in 1978 it was $108 million.
Chase Manhattan's 1981 profit of $912 million was substantially higher than 1980's
$359 million or 1979's $303 million. The Bank of New York Company's $73 million
profit in 1982 was far above 1981's $58 million and the 1980 figure of $92 million.
For the first quarter of 1983 Manufacturers Hanover's profit rose 37% over the
strong showing in 1982. The average return on total assets for these banks are
also at or near record levels. In short, every major New York- bank is much more

profitable today than three years ago.

Nonetheless, when justifying increased customer charges banking industry
officials say that they must cover "increased costs". This is a fallacious
justification. Personal checking and regular savings accounts do make money.
According to the Federal Reserve's 1981 "Functional Cost Analysis” banks with
deposits of more than $200 million had an average expense per checking account
(including all overhead costs) of $10.78 per month. The banks collected average
service and handling fees in 1981 of $2.69 per account, resulting in a net operating

cost per account of $8.08. But then they paid ar average interest (some of the
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accounts are interest bearing') on :he accounts of $1.95 each, for a total expense to
the bank of $10.03. However, the cost analysis found that the net earnings the
bank made on the money in an average checking account wus $22.27 a month,
giving the banks a handsome margin of $12.29. With the new service charges
imposed since 1981, this margin is certainly larger today. When only the NOW
[interest with checking) accounts are analyzed, $5.77 a month is earned by the

banks per account.

For regular savings accounts [average account size $1,999) the profit margin
is $65.68 a year according to the Functional Cost Analysis. This is based on basic
maintenance expenses to the bank of $38.07 ana an interest expense of $77.57.
But the average larger bank earned $179 off a savings account. Banks certainly

are not "losing money" on savings accounts.

When justifying capital and large fee increases, bankers ignore the fact that
small savings and checking accounts provide a large base oi cheap and free money
for the banks to lend. While 'the cost of the new money market rate accounts
fluctuates between 8% and 9%, larger banks still have hundreds of thousands of
checking accounts, each with several hundred dollars, on which they pay no
interest whatsoever. There are also substantial sums in savings accounts paying
5)% [5]j% at thrift institutions) which are a large source of inexpensive money that
can be lent at the prime rate of 10.5%, or to consumers at between 16% and 18%.
Bank of New York, for example, had $983 million worth of savings accounts earning
only an average of 5.11% in 1982, up from $931 million the previous year and $890
million in 1980. Chase Manhattan in 1981 had some $1.6 billion in such low-interest
accounts. Bankers Trust in 1982 paid $21.3 million [5.2%) on the $910 million in
their savings accounts. This interest rate did not go up much at ali during the

past several years. It stood at 9.98% in 1979, 5.10% in 1980, and 5.07% in 1981.

Another advantage to the banks of the smaller, low interest accounts is that
they tend to be more stable and less liquid that the new money market rate and
other higher interest accounts. A March 7, 1983 American Banker article discussed
the fear among bankers of the silent bank run - the removal of larger balances

whenever bad news or rumors about the bank are bandied about." Concerning the



new higher rate accounts, the article said: "Bankers worry that such fur.Js can

leave as fast as they came....'

Although small and medium size accounts are still quite profitable for the
banks, apparently the banks do not find them profitable enough. For the larger
New York banks a major reason for this is that they are seeking to greatly increase

non-interest fee income to cover escalating losses from overseas lending.

Although Citicorp's profit rose 18% in the first quarter of 1983 the earnings
would have been even higher without the bank's 83h increase in non-performing
commercial loans. An April 20, 1983 Wall Street Journal report attributed most of
this increase to losses in Mexico and Latin America. Because of these bed loans
Citibank has been forced to increase its provision for possible loan losses by 51%to

$136 million. 2.9%of Citicorp's assets are in Mexican loans.

Chase Manhattan's earnings actually dropped 8h in 1983's first quarter,
attributed by financial writers entirely to loan loss provisions for Mexican and
Argentinian loans and the continuing impact from the failure of the Penn Square
Bank in Oklahoma. Over 2% of Chase Manhattan's $55 billion portfolio is in Mexico,

over 3%in troubled Brazil and over 7 is in Argentina and Venezuela.

Other Nev/ York banks also have done extensive lending in Latin America.
3.2% of Irving Trust's assets are in Mexico, and the figure for Manufacturers

Hanover is 3.6% and for Marine Midland, 2.9%

W riting about fourth quarter 1982 profits, New York Times banking reporter
Robert Bennett found that, " many American banks may soon show smaller
profits and major increases in problem loans" as a result of Latin American lending.
Bennett quoted a Prudential-Bache bank stocks analyst who scid that loans to
Mexico's private sector will reduce Citicorp's fourth quarter profis by 10 cents a
share [from $1.53 a share in the third quarterj and Chase's by 11 cents (from

$3.07).



In spite of the overseas losses, a July 30, 1982 Wall Street Journal account
concluded that, "most banks are continuing to earn enough to defray heavy loan
losses. In many cases they are increasing their profits when interest rates

generally fall by keeping their lending rates high."

As this report shows, they are also adding to profits by covering for the
losses through enormous retail service fee hikes. With help from the smaller retail
customer, many banks are still reporting record profits, in spite of risky and often

ill-advised foreign loans.



CONCLUSIONS AND RECOMMENDATIONS: THE PUBL."C NEEDS PROTECTION

The banking industry in New York is undergoing rapid change. The taking
of deposits and providing checking accounts to a broad base of consumers is no
longer a primary mission. As Citibank Senior Vice President William Heron recently
was quoted in the New York Times: "What we are doing in New York is redefining
what a bank is." According to the article containing this quote, "Citibank now
sees its branch network primarily as a mechanism to 'sell products' and its
managers see themselves more like account officers at securities firms.. .trying to

sell 'financial products'™. This new view of banking is gradually being adopted by

all major New York banks, although Citibank (the largest) is the leader.

Unfortunately, for the overwhelming majority of New Yorkers who cannot
afford the new "products" the bank of the future has less service and higher and
higher fees. One of the central functions of a bank - to fully serve all its

customers at reasonable rates is being discarded.

The impact of this change on a smaller customer ($400 in checking and $900 in
savings accounts) at the largest bank. Citibank is seen by comparing his costs in
late 1979 with what he is paying in 1983 for the same services. Assuming that
during the year this customer made 100 "Citicash" withdrawals, wrote 30 checks,
asked for two stop payment orders and bought three money orders he would have
paid $29.50 in 1979. But based on early 1983 charges, he would be paying
$131.25. This constitutes a near quintupling of service charges in slightly ove
three years, a period when inflation drove prices in general up less than 25h. At
Chase Manhattan a customer with $250 in his savings and checking accounts would
have paid $31.50 in 1979 as opposed to $135 today (assuming two check

certifications and two stop payment orders).

This is why legislation is needed now to prevent the broad base of bank

customers from being gouged. | am, therefore, introducing legislation that will:



1. Require advance disclosure and prominent posting of bank service and fee
changes. Banks will be required to post in large type in every branch the fees
and proposed increases m fees for basic checking accounts, savings accounts,
money orders, official checks, orders stopping payment on checks, and membership
charges on credit cards. Sixty day notice of fee increases will be required.

2. Empower the Banking Department to disallow "excessive" fees and charges
upon receiving a written protest from a bank customer. "Excessive fee" is any
fee, commission or charge that "is not in the public interest" and when determining
if a fee is excessive, the department is required to consider a number of factors,
including the reasonable cost of providing the service (and income earned from the
accounts], how long the previous fee was in effect, and whether the proposed fee

is more than 25% above the average fee charged by other banks for the service.

3. Require the Banking Department to periodically prepare audits to
determine the amount of money the banks are making from retail banking services
and whether high fees are being charged to make up for imprudent loans,

particularly foreign loans.

Banking industry officials and the Banking Department itself say that
competition will keep charges down and that consumers should "shop around" for
the lowest charges. But given the fee histories presented in this report the reality
is that bank charges are uniformly high. They also change often, are confusing to
the average customer, and are often difficult to find out in the first place.
"Shopping around" just isn't possible. The difficulty encountered in obtaining
accurate information is illustrated by my staff's experience in eliciting basic
checking account fees from Chemical Bank. Phone calls to different branches
resulted in a number of different fee schedules. Once a phone was answered
(sometimes they were answered only after 30 rings] my staff was commonly referred
to two or three different offices. Personal visits to the bank'.' ranches was not
much more helpful. Printed fee schedule cards were usually not available and
employees provided confusing and sometimes conflicting information in some cases.
The information contained in this report came from written and telephone
communications with higher bankofficers, an option net available to the average

customer.



It is evident that banks in New York State are doing everything possible to
maximize their profits from smaller customers. They can do this because there is
no law or regulation against it and because these smaller customers have nowhere
else to go. The largest bankmoreover, have the resources to provide tens and
even hundreds of branches that make them ever-present and always close by -
except in poorer neighborhoods - and that have resulted in the enormous consumer
deposits in these institutions. In fact, the major money center banks are
increasing their dominance in the greater New York City area. In 1980 Citibank
had 7.5% of total deposits which increased to 9.6% this year. Chase Manhattan's
share climbed from 3.5% fo 9.0% during this period, Chemical went up from 3.6% to

9.7% and Manufacturers Hanover's share increased from 2.6% to 3.6%.

Unfortunately, the banks see their branches essentially as vacuums to suck in
the most money possible at the least possible cost to the bank. Since this goal too
often conflicts with the need to provide full and reasonably priced banking services

to all the people, legislative action is needed now.
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CONSUMER LOAN INTEREST RATES

As of April 8, 1985 0
NEW CARS:

B_M. Behrends 13.75%
Alaska Federal 12.75%
Bank of the North 13.0%
First National Bank of Anchorage 15.0%
National Bank of Alaska 15.0%
United Bank of Alaska 13.0%
Alaska USA Federal Credit Union 12.75%
Alaska Municipal Employees 13.5%
Alaska State Employees Federal 13.5% 48-mos.

14.0% 60-raos.
Federal Alaska Federal Credit Union 12.75%

USED CARS:
B_M. Behrends 15.5%
Alaska Federal ! 13.5%
Bank of the North 13.0%
First National Bank of Anchorage 15.0%
National Bank of Alaska 17.0%
United Bank of Alaska 13.0%
Alaska USA Federal Credit Union 14._4%
Alaska Municipal Employees 14.5%
Alaska State Employees Federal 14.0%

Federal Alaska Federal Credit Union 14.9%

NEW BOATS:
I;
B.M. Behrends t 13.75%
Alaska Federal 13.75%
Bank of the North 13.0%
First National Bank Of Anchorage 15.0%
National Bank of Alaska 17.0%
United Rank of Alaska 13.0%
Alaska USA Federal Credit Union 14.4%
Alaska Municipal Employees 14 .5%
Alaska State Employees Federal 15.0%

Federal Alaska Federal Credit Union 14 .5%

USED BOATS:
B.M. Behrends 13.75%
Alaska Federal 13.75%

Bank of the North 13.0%



First National Bank Of Anchorage 15.0%

National Bank of Alaska 17.0%
United Bank of Alaska 13.0%
Alaska USA Federal Credit Union 14 .4%
Alaska Municipal Employees 14 5%
Alaska State Employees Federal 15.0%

Federal Alaska Federal Credit Union 14 .5%

UNSECURED LOANS:

B.M. Behrends 17.0% under $5,000
13.75% over $5,000

Alaska Federal 14.0%

Bank of the North 13.0%

First National Bank of Anchorage 15.0%

National Bank of Alaska 17.0%

United Bank of Alaska 13.0%

Alaska USA Federal Credit Union 15.0% on credit line
15.4% all others

Alaska Municipal Employees 16.0%

Alaska State Employees Federal 19.0%

Federal Alaska Federal Credit 15.7%
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ALASKA CREDIT UNION LEAGUE

2509 EIDE STREET, SUITE 4
ANCHORAGE, ALASKA 99503
(907) 278-4949

19 March 1985 y

.t0 Y

Honorable Mike Miller
Behrends Building, Room 220
Pouch V

Juneau, Alaska 99811

Dear Representative Miller:

We are writing on behalf of both the federal and state chartered credit.unions in
Alaska. Section 3 of H.B. 217 revises AS 06.&f J60(5)(A)(x1). This amendment would
have the effect of putting a 15% limit on loan, charged by state credit unions.

We believe this would harm our two state chartered institutions as well "as make credit-
less available to their members. Such a change would put state credit unions at a
disadvantage with banks and savings and"loans as well as federally chartered Credit
unions.

Members of state chartered credit unions deserve competitive rates on their deposits.
It is not possible to pay market rates on deposits if there is an -artificial ceiling
on loan rates.

We believe Section 3 discriminates against state chartered credit unions. To insure
the viability of the state chartering system for credit unions and to allow state
chartered credit unions to be competitive with other financial institutions, we request
that Section 3 of.H.B.217 be deleted.

cerely,

Dav®crL. Chatfield
Governmental Affairs Committee Chairman

cc: Representatives Sund, Gruenberg
Taylor, Clocksin, Pettyjohn and Phillips

ft
AFFILIATED WITH CREDIT UNION NATIONAL ASSOCIATION J V®



MEMBERS OF THE COMMITTEE

I think all of you have had an opportunity to familiarize yourself with this

bill. We have spoken to each of you to explain the provisions of and the

f
reasons for this legislation. Therefore, 1 will not address the bill
specifically, but there are several general points 1 would like to make which

I think deserve further clarification primarily, because | think that some of
the people and groups that have testified in opposition to this legislation
are perpetuating some myths and misconceptions about the financial services

industry.

Although ve don"t think of ourselves as grocers, the analogy is a good one,
because there are a great deal of similarities. Like the grocer, we buy a
product, put a mark-up on it, and re sell it at a profit. Also, like the
grocer, we have relatively low margins and depend on high volume to make a
fair return on our assets Our product, however, 1is money and the price we
pay for it and the price we get for it when we sell it is called the interest
rate. Nevertheless, the laws of supply and demand and other economic axioms
apply to us just like the grocer. If we charge too much for our product we

won t sell any; if we charge too little for our product we won"t make a

profit. Being a bank, a savings and loan, credit union, or other financial
|

institution will not. .change this fact. In this respect, we are no different

than thousands of businesses large and small across the country.

What makes us different today, in Alaska, 1is that unlike the grocer, while we
must pay for our inventory at whatever the market rate is, there is a law on

the books that says we cannot price our product accordingly. In fact, there



are numerous laws in Alaska which control the price we can charge. Credit
card rates are governed by one law, retail installment sales by another, small
commercial loans by another and consumer finance by even another. It all adds

up to a huge tangled confusing morass of laws which benefit no one.

I wonder what the neighborhood grocer would say if we suddenly restricted the
price he could charge on a loaf of bread. He would scream bloody murder. Hi
would say his costs aren®"t the same as the Safeway down the street, Safeway is
more efficient, has volume buying power, and more capital! Safeway might be
making a profit on bread at the restricted price, but the neighborhood grocer

might not because his costs are different. Why should ha have to charge the

same price as Safeway? Indeed, what difference does it make what he charges
for the bread. If it is too much, he won"t sell any, if its too little he
-eon"t make a profit. Market forces will determine his price.

Banks and other financial institutions are no different than thousands of
other businesses. They sell a product at a price which 1is determined by
demand and competition. If the statute says they can"t sell at a fair price
that will cover cost, then eventually the market will dry up. This is exactly
what happened when the Fed instituted tight credit policies and drove rates up
in mid-1981. Mortgage ~Lending and credit card lending virtually came to a
halt in many states. The usury ceiling in this case didn"t serve to protect

anyone, it only cut off their access to credit.

wt.il, what will happen it some of the regulations such as usury ceilings are
modified? I am sure that is a question on everyone®s mind today. What has

happened in other industries that were deregulated? How about the airline



industry? Can anyone deny that deregulation in that industry wasn't
beneficial to Alaskans? Air travel has never been cheaper. What about the
communication industry? Long distance calls are suddenly becoming cheaper.
Why? Because competition insures the price will remain fair. No one has
satisfactorily explained to me why financial institutions are looked at
differently. The laws of economics aren't suspended just hecause the
commodity we sell is money. | am here to tell you that the laws of supply and
demand will continue into the future and institutions will continue to compete
as they always have and this will provide positive benefits to all Alaskans.

Now, there may be some people testifying today that financial institutions are
not competitive and that rates will go up, if this legislation is passed.
They even have studies which they claim support this contention, just as we
have studies which support just the opposite.

However, | don't think we need to go much further than our own state to prove
our point. Under current law, because of the "MOST FAVORED LENDER DOCTRINE",
financial institutions can actually charge any rate they want up to 24%. ‘'he
"DOCTRINE" has the effect of "overriding" many of the usury ceilingsin
current state statute. | don't intend here to justify itsexistence--—-— |
didn't invent it - but it is perfectly legal. What it has done, however, is
give you a glimpse of what would happen If usury ceilings were lifted in this
state. Frankly, its been the biggest non-event in Alaska.

A few banks have modified their rates on loans where theircosts haveexceeded
their returns. But in our bank the majority of loans below $25,000.00 are
between 12% and 13%. If we could charge 24%, why aren't we? Simple — back



to the laws of economics. Competition is what is keeping rates where they are

now and it is what will keep rates fair in the future.

How do we promote competition? Again, the answer is fairly clear.Provide a
healthy economic environment in which financial institutions can compete
freely without artificial restrictions and a tangle of obsolete laws which do
not protect anyone, but confuse and harm the consumer.

Remember, a vote for this legislation is not a vote to raise interest rates.
It means you are in favor of a system where prices are fairly determined by
supply and demand not by government edict. Time and time againthroughout our
history, price controls have proven to be a mistake.

Unrealistic usury ceilings force unregulated borrowers to subsidize the cost
of lending to regulated borrowers and it creates the opportunity under some
economic conditions for certain classes of borrowers tobe denied access to
credit. In passing on this legislation today, you will b« helping to
establish a truly free market for everyone's benefit -not justfor the big
borrowers, but for the little borrower too.

WHG/pra . Comments By:

Win Gruening, Vice President & Control lei
= The B. M. Behrends Bank

Juneau, Alaska

April 9, 1985
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§ 06.15.350 Banks and Financial Institutions 306.20.010

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 regulatlons governing

the manner in evhlch Its business may be conducted and the manner in
which the powers vested in it maY be exercised; ,

, (52 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 ix the compensation of officers, attorneys, and
employees desirable for the conduct of its business, define their author-
ity and duties, delegate to them the powers the trustees determine,
réquire bonds of them as the trustees designate and fix their penalties
and pay the premiums on the honds; _

(7) may acquire by purchase or lease real property or interest
therein as the trustees consider necessary or desirable for the conduct
of its business, and sell, lease or otherwie dispose of real property or

interest therein;.
(8) may exercise the powers of a bank granted under the Alaska

BanLing Code (AS 06.05.005 — 06.05.545); and .
(9) may convert from a mutual bank to"a capital stock bank under
a plan apXroved by the department. (§ 15 a ch 132 SLA 1960; am § 3

ch 47 SLA 1980)

Effect of amendments. — The 1980
amendment added paragraphs (8) and (9).

Chapter 20. Alaska Small Loans Act.

Section

285. Open-end loans
287. Credit insurance on open-end loans

ments prohibited 290. Purchase ofwages for $25.000 or less
230. Maximum interest permitted 300. Maximum charges by nonlicensee on

250. Computation and payment of inter- loans
est 310. Illegal interest rate

260. Charges prohibited 320. Civil and criminal penalties

270. Requirements for making and pay- 330. Exemptions
ment of loans 900. Definitions

280. Maximum charge by licensee

Sec. 06.20.010. License required. A person may not engage in the
business of making loans ofmon%y credit, goods, or things in action in
the amount or of the value of 525,000 or leSs and charge; contract for,

Section

10. License required
200. Advertising of misleading state-



§06.20.200 Alaska Statutes Supplement §06.20.230

or receive on the loan a greater rate of interest, discount, or con-
sideration than the lender would be permitted by law to charge if he
were not a licensee under AS 06.20.010 — 06.20.920, except as autho-
rized by AS 06.20.010 — 06.20.920 and 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 § 1ch 71 SLA 1978; am § 1¢h 63 SLA 1980)

Effect of amendments. — 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. Advertising  of  misleading  statements
prohibited, (a) A person may not adveitise, print, display, publish,
distribute, or broadcast_or case or permit to be advertised, printed,
dlsPIayed, published, distributed, or broadcast, in any manner any
statement or representation with re_?ard to the rates, terms, or condi-
tions for the Iendm? of money, credit, goods, or thm?s In_ction in the
amount or ofthe value of $25,000 or less, which is false, misleading, or
deceptive. The department may order any licensee to desist from-any
conduct which it finds to be in"violation of this section. _

The department may require rates of charge stated by a licensee
to be stated fully and clearly in'the manner considered necessary to
preventmlsunderstandm%%yprospectlve borrowers. 7(§ 13¢ch 73 SLA
%%SAS;I%%]O)g 5¢h 94 SLA 1969; am § 6 ch 71 SLA 1978; am § 2 ch 63

Effect of amendments. — 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 int_erestspermitted, (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 no exceedln? three
percent a month on that part of the unpaid ﬁrlnmpal balance ofa loan
not in excess of $850; two pt  *nt.a month on the unpaid Prmmpal
balance exceeding $850 but njt exceeding $10,000; and at a rate agreed
by contract on “the remainder of an%/ unpaid principal ba'ance
exceedml% $10,000 but not exceedii, 7$25,000, _

(b)  Notwithstanding the JJYOVIS_IOH.* of (a) of this section, &' licensee
who makes open-end loans under this chapter may charge, contract fcr,
and receive interest at a rate not exceeding threé pe”ént a month o
that part ofthe unpaid principal balance ofa loan not in excess of $850;
two percent a month on the unoaid principal balance exceeding $85(
but not exceeding $10,000; and at a rate agru u by contract on the
remainder ofana/ unpaid principal balance exceeding $10,000 but not
exceeding $25,000.

10



§06.20,250 Banks and Financial Institutions §06.20.250
© 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). B16(a) ch 73 SLA 1955; am

85ch 94 SLA 1969; am &7 ch 71 SLA 1978; am * 2ch 84 SLA 1979;

am 83 ch 63 SLA 1980; am &1, 2 ch 99 SLA 19%2?

Effect of amendments. — 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 $25000" and "the
greater or, 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
"Intereston 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

former second sentence, which On
loans the principal of which is 550 or less
a licensee may charge, contract and
receive interestat 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 ofany
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-halfpercent 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 Dis-
trict on the first day of the month before
the calendar' quarter during which the

of any” preceding "unpaid principal bal-
ance exceeding 5850," and deleted the

loan is made.”

Sec. 06.20.250. Computation and payment of interest, (@) 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, ifpart or all of the consideration fora loan contract
is the unpaid principal balance of a prior loan, the principal amount
payable under the loan contractmay include any unpaid charges on the
prior loan which have accrued within 60 days before the making ofthe
loan contract. The maximum interest permitted on loans made under
AS 06.20.010— 06-20.920 shall be computed on the basis ofthe number
of days actually elapsed. For the purpose of these computations a
month isany period of 30 consecutive days.

() 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 InAS
06.20.230 when the debt ispaid according to the agreed terms and the
calculations made according to the actuarial method.

(© Except foropen-end loans under AS 06.20.285, a licenseemay 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.

11



§06.20.260

Principal amount of loan to
$1,000
Over $1,000 to $2,500
Over $2,500 o $5,000
Over $5,000 to $25,000

¢ laska Statutes Supplement

§06,20.260

Maximum term
24 and Vs months
48 and Vs months
60 and Vs months

as agreed t by

the parties

& 16(c)ch 73SLA 1955; am 88ch 71 SLA 1978; am &33,4 ch84SLA

1979; am &4 ch 63 SLA 1980)

Effect of amendments. — The 1979
amendment added "Except for open-end
loans made under AS 06.20.285" at the
beginning of the second sentence ofsubsec-
tion (a) and "Except for open-end loans
under AS 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 sub-
section, inserted "not" following "licensee
may" near the beginning of the subsection,
added the provisions of the last line ofboth
columns of the loan repayment terms
beginning "Cver 55,000" and ending “as
agieed to by the pcrties."

Sec. 06.20.260. Charges prohibited, (@ No further or other
charge or amount forany examination, service, brokerage commission,
expense, fee, or bonus or other thing or otherwise shall be directly or
indirectly charged, contracted for or received except

(@ lawful fees actually paid out by the licensee toa 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;

(@ 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 Iife ofone or more borrowers, or credit disability insurance
to provide indemnity for payments becoming due on the indebtedness;

(3 taxable costsand expenses towhich the licensee becomes entitled
under general law inany court proceedings to collecta loan or to realize
on the security after default;

@ [Repealed, 816 ch 71 SLA 1978.]

(®) reasonable fees paid by ft licensee for appraisals, surveys, and
titde insurance or reports ifthe loan is secured by an interest in real
estate.

©®) a late payment fee of not more than 10 percent of the payment
that is due or $15, whichever is less.

® A licensee may collect the charges permitted under (@) of this
section at the time when the loan ismade 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 ofan accidental and bona fide error in computation, the contract
of loan is modified as folloas: all interest, consideration or charges
involved are voided and a like amount credited to the debtor on the
principal ofthe loan. Ifthe unpaid principal is less than the total of the
inte. est. consideration and charges, ti. difference shall be refunded by



§06.20.270 Banks and Financial Institutions §06.20.280

the lender to the borrower. 8 16(d) ch 73 SLA 1955; am &39,16 ch 71
SLA 1978; am 8 5 ch 84 SLA 1979; am 8 3 ch 99 SLA 1982)

Effect of amendments. — 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

(D deliver to the borrower at the time a loan ismade a statement
containing a printed copy ofAS 06.20.230 — 06.20.260 in the English
language and showing inclear and distinct terms the amount and date
of the loan and itsmaturity, the nature of the v urity, ifany, for the
loan, the name and address of the borrower and the licensee, and the
agreed rate of charge;

© 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, ifany,
of the loan;

(® 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;

@ upon repayment of the loan in full, mark indelibly every dbli—
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;

() display prominently in each licensed place ofbusiness a full and
accurate schedule, approved by the department, of the charges to be
made and the method ofcomputing them. 8 17 ch 73 SLA 1955; am 86
ch 84 SLA 1979)

Effect of ameuuinents. — The [b'79 AS 06.20.285 for open-end loans" to the
amendment added "Except as provided in  beginning of the section.

Sec. 06.20.280. Maximum charge by licensee. A licenseemay 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 ifhe 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
orvalue ofmore 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

1
13
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the licensee at any time a sum ofmore than $25,000 on principal. (818
ch 73 SLA 1955; am 85ch 94 SLA 1969; am 810ch 71 SLA 1973; am
85 ch 63 SLA 1980)

Effect of amendments. — 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 [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 ifthe 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.

(@) Tie billing cycle fo™*'""m-end loans is monthly, and the unpaid
principal balance on a certainday iscomputed by adding to the balance
unpaid on the beginning of that day, or the avi>r?.ge unpaid daily
balance for that billing grcle, all advances and other permissible
amounts charged to the borrower and deducting all payments and
other credits made or received that day.

© 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.

(@ The licensee shall deliver a copy of the open-end loan agreement
to the borrower at the time the open-end loan account isopened. The
open-end loan agreement must contain the name and address of the
licensee and the borrowe eand 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.

(® At the end ofeach billing cycle inwhich there isan 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 fin to collect past due amounts has been filed. (81 ch 84 SL/v 1979;
am 9 6 ch 63 SLA 1980)

Effect of amendments. — The 1980 "510.000” near the beginning of subsection
amendment substituted "525000” for (a).

14
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Sec. 06.20.287. Credit insurance on open-end loans, @ A
licensee may obtain credit life, credit dissbility, 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.

(@® 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 Saccount 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.

© A licensee may not cancel credit life or disability insurance
obtained for an open-end loan ifthe borrower isdelinguent 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 $account may be charged for the
amounts advanced to the insurer. (81 ch 84 SLA 1979)

Sec. 06.20.290. Purchase of wages for $25,000 or lesj. For
purposes ofAS 06.20.010 — 06.20.920, the payment of $25,000 or less
inmoney, 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 isconsidered 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 ofpayment to the date
fie compensation is payable. Such a transaction is go/emed by AS
06.20.010 — 06.20.920. 819 ch 73 SLA 1955; am 85ch 94 SLA 1969;
am 811 ch 71 SLA 1978; am &7 ch 63 SLA 1980)

Effect of amendments. — The 1980 payment and the amount of the compensa-
amendment substituted "S25000" 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, (@)
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 ifhe were nota licensee, upon the loan, use,
or forbearance ofmoney, goods, or things in action, or upon the loan,
use, or sale of credit of the amount or value of $25,000 or less.
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() The provisions of (@) 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 812 ch 71 SLA 1978; am 88 ch 63 SLA 1980)

Effect of amendments. — 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 Issubject 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 effecta regulatory small loan law similar in prin—
cipleto AS 06.20.010- 06.20.920. (@ 20(c) ch 73 SLA 1955; am &5 ch
94 SLA 1969; am 813 ch 71 SLA 1978; am 89 ch 63 SLA 1980)

Effect of amendments. — The 1980
amendment substituted "325,000" for
"$5.000."

Sec. 06.20.320. Civil and criminal penalties, @ A licensee or
lender who, in the making or collection ofa loan contract, does any act
which violates AS 06.20.230 — 06.20.260 or 06-20.280 — 06.20.310
snall 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).

(® Any person, copartnership, association, or corporation, and its
members, officers, directors, agents, and employees, who violates or
participates in a violation of the provisions ofAS 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 .

© 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. (821 ch 73 SLA 1955; am 814 ch 71 SLA 1978;
am 87 ch 84 SLA 1979)
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Effect of amendments. — The 1979
amendment added subsection ().

Sec. 06.20.330. Exemptions, (@ 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.

(®) 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. (822 ch 73 SLA 1955; am 81 ch 49 SLA 1981)

Effect of amendments. — 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 1“AS 06.20.010- 06.20.920,
unless the context otherwise requires,

(D "commissioner”Means the commissioner of commerce and eco—
nomic development or his designee;

(@ "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 Sopen-end loan account and payments *'nd other
credits are deducted from that account;

(© interestwill 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 ofhis open-end loan account or, ifthe account isnot 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. (815 ch 71 SLA 1978; am 88 ch 84 SLA 1979)

Effect of amendments. — The 1979
amendment added paragraph (3).
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Cross references. — For applicability of  the Rules of Civil Procedure, see note to AS
1964 Act, see note to AS 06.35.010. For 06.35.010.
effect of 51, ch. 14, SLA 1961, on Rule 4 of

Sec. 06.35.030. Procedure for court accounting. When an
accounting of a common trust fund is presented to the superior court
under 820 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 ina newspaper having
a circulation in the judicial district in which the bank or trust company
or branch thereof operating the common trustfund is located; @)mailing
not less than 14 days before the date of the hearing a copy of the notice
to all bereficiaries 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
courtmay order. (8 1ch 14 SLA 1964)

Cross references. — For applicability of  of the Rules of Civil Procedure, see note to
1964 Act, see note to AS 06.35.010. For AS 06.35.010.
effect of § 1, ch. 14, SLA 1964, on Rule 4

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 stateswhich enact it (81ch 14 SLA 1964)

Cross references. — For applicability of  of the Rules of Civil Procedure, see note to
1964 Act; 3Pe note to AS 06.35.010. For AS 06.35.010.
effect of 5 1, ch. 44, SLA 1964, on Rule 4

Sec. 06.35.080. Short titde. This chapter may be cited as the Uniform
Common Trust Fund Act. 81 ch 14 SLA 1964)

Cross references. — For applicability of  of the Rules of Civil Procedure, see note to
1964 Act, see note to AS 06.35.010. For AS 06.35.010.
effect of § 1, ch. 44, SLA 1964, on Rule 4

Chapter 40. Premium Financing Act.
Article

1 Licensing (88 06.40.010 — 06.40.080)
2. Operations (88 06.40.090 — 06.40.150)
3. General Provisions (88 06.40.160 — 06.40.190)

Editor’s note. — Section 3, ch. 170. SLA  before the effective date = this Act
1978, provides: “The provisions of this Act  [October 15, 1978].
do not void a lawful contract entered into
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Article 1. Licensing.

Section Section

10. License required 50. Application for license; fee

20. Applicability 60. Place of business

30. 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 820 of this
chapter, no person may engage inthe business of entering intopremium
finance agreements on insurance sold in this state or risks located in this
state, either directly or indirectly, or otherwise actas a premium finance
company in this state without being licensed by the department. (81 ch
170 SLA 1978)

Sec. 06.40.020. Applicability. This chapter does not apply t©

(D any insurer authorized to transact business in this state with
respect to premiums on policies which the insurer issues;

@ any bank, trust company, savings association, or other financial
institution subject to the other chapters of this title and authorized t©
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;

) the inclusion of a charge for insurance in connection with an
instal Iment sale in accordance with AS 45.10; and

@ persons licensed under AS 21.27 financing only their own accounts
if they are in compliance with AS 21.36.122. (81 ch 170 SLA 1978)

Sec. 06.40.030. Bond, (@) The applicant shall filewith the application
a bond to be approved by the department in which the applicant shall
be the cbligor, inthe 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 actionagainst the obligor under this chapter. The bond shall state that
the obligor will faitifully 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 applicantunder this chapter .
The aggregate liavility 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.

® If at any time the commissioner finds that the bond
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 (@) of this section. (81ch 170SLA 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 filkewith the department a new bond which complies with
830 of this chapter. &1 ch 170 SLA 1978)

Sec. 06.40.050. Application for license; fee. (@ Application for a
license under this chapter shall be inwriting and in the form prescribed
by the department

(@ All reasonable investigation expenses incurred by the department
in processing an application for approval of a proposed premium finance
company shall be charged toand paid by the applicant inaccordance 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

© The person towhom the license may be or isissued shall filesworn
answers to interrogatories required by the commissioner. The
commissioner shall have authority, at any time, t require the licensee
fully to disclose the ide itaty of all directors, partners, officers and
managerial employees, amlhe may, in his discretion, refuse to issue or
continue a license inthe name of any firmor corporation ifhe 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.

@ Al 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. (81 ch 170 SLA 1978)

Sec. 06.40.060. Place of business, (@) 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.

([® 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. (81 ch 170 SLA 1978)

Sec. 06.40.070. Investigation: Qualifications for license, @ Upon
the filigofan agplication and payment of the investigation fee specified
in 850(0) of this chepter, the commissioner shall conduct an
investigation of an applicantand shall issue a premium finance company
license if the applicant meets the requirements of this chapter. If the
commissic“&r does not so fird, he gall, within 30 days after he has

161



506.40.080 Alaska Statutes §06.40.100

received the application, at the request of the applicant, give the
applicant a full hearing. _ _ _ _
{E)) . The commissjoner shall issue a license to an applicant when he is
isfied that the applicant _ _ o
(1) is competent and trustworthy and intends to act in good faith in
the capacity involved by the license applied for; _ o
has a'good business reFutatl_on and has had experience, training,
ified in the business for which the licenge

Sa

or education so as to be qua
IS agpp_lled; and o

(3) if a corporation, is a corporation mcorE)orated under the laws of
this state oraforelgn corpe a. lon authorized to transact business in this
state. (§ 1c¢h 170 SLA 1978)

Sec. 06.40.080. Revocation and susPensmn of license. The
commissioner may revoke or suspend the license of any licensee when,
upon comFIetlon 0f an investigation, the commissioner determines that
1) the license issued to the compan% was obtained by fraud;
2) there was misrepresentation In the application for the license;
3) the holder of the license has otherwise shown himself
untrustworthy or incompetent to act as a premium finance company; or
(4) the licensee has violated any of the provisions of 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, refund

100. Record keeping; examination of 130. Delinquency charge
records 140. Cancellation of policy; requirements

110. Contents of premium  finance  150. Return of unearned premiums
agreement

.Sec. 06.40.090. Advertising of misleading statements prohibited;
disclosure of interest (a) No person may advertise, Brmt, display,
publish, distribute, or broadcast or cause 0r 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 for the lending of 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 fully and clearly as an annual percentage
rate. (§ 1 ch 170 3LA 1978)

_ Sec. 06.40.100. Record keeping; examination of records, (a) Every
licensee shal maintain records of its Rreml_um finance transactions,
including the insurance agents through which the licensee provides
loans_ toresidents of thiS state and™the records shall be open to
examination and investigation by the commissioner at the office of 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 for examination. The expenses incurred by the ePartr_nent in
conducting an examination shall be charged to and paid by the licensee
in accordance with AS 06.01.010. o

(b) Every licensee shall f eserve its records of Premlum 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 of records in photographic form
constitutes compliance with this reczuwement

(c) Each licensee shall, on or hefore March 15 of each year,  a
report with the department containing information as the department
may reasonably require concerning the business and operations durlng
the Rrecedlng calendar year of each licensed place of business conducte
by the licensee. The report shall be made under oath, shall be in the forir
prescribed by the deEartment, and shall be kept available as a public
record. (8 1 ¢h 170 SLA 1978)

Sec. 06.40.110. Consents of premium finance agreement (a) A
premium finance agreementshaﬁ _ o

(1) be dated, sl%ned by the borrower, and the printed portion of it shall
be in at least eight-point t}g)e; . _

(2) contain the name and place of business of the insurance agent
negotiating the related insurance policy, the name and residence or the
place of business of the borrower as specified by him, the name and place
of business of the licensee to which payments are to be made, an
identification of the insurance policy involved and the amount of the
premium charged for it; and _

3) set out the followmfg items where applicable:

A) the total amount of the premiums;

B) the amount or the down payment; _
C) the principal balance (the difference between (A) and (B) of this
para raphs); _

D] the annual percentage rate of interest; and

E) the number of payments required, the amount of each payment
expressed in dollars, and the due date or period of it. _

83) The items set out in _(a%(S) of this section need not be stated in the
sequence or order in which they appear in (a) of this section, and
additional items may be included to exPIam 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 for commercial purposes,
owner-occupied mobile homes, and fire insurance policies covering
owner-occupied multiple unit dwellings for 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 for by the insured or financed
by the licensee. _ _
(d) . The licensee or the insurance agent shall deliver to the borrower,

or mail to him at his address shown in the agreement, a complete copy
of the agreement. (8 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 of the
Bremlums, due, after substracting the down payment made by the

orrower in accordance with the premium finance agreement, from the
effective date of the insurance covera(t}e, for which the premiums are
being advanced, to and including the date when the final payment of the
premium finance agreement is payable. ,

(c) ~ The service charge may not exceed interest at the nominal annual
rate of 15 Per cent plus an additional charge of $10 per premium finance
agreementwhich need not be refunded upon cancellation or prepayment.

owever, any borrower may prepay his premium finance agreement in
full atany time before the due date of the final é)a mentand in that event
the unedrned service charge shall be refunded. The amount of any
refund shall be calculated in accordance with regulations adopted by the
commissioner. (§ 1ch 170 SLA 1978)

Sec. 06.40.130. Delinquency charge, (a) A premium finance
agreement may provide for the payment by the borrower of a
delinquency charge for any payment that is in default for a period of
10 days or'more. The charge may be made for each month or fraction
of a month that the payment is In default. The amount of the char?e
may be a minimum 0f°$1 and as a maximum shall be subject to t
followmrg limits: _

(1) for delinquent payments of less than $250, five per cent of the
layment or $5, whichever is less; or

(21 fotr delinquent payments of $250 or more, two per cent of the
payment. . _

b) A borrower may at hL option separate the financing of the
gremlums for one insurance E)ollcy from a premium finance agreement

y requesting in writing that the premium finance compan growde that
sérvice and Dy paying a $10 separate charge. (§ 1ch 170 SLA 1978)

Sec. 06.40.140. Cancellation of policy; requirements, (a) When a
Premlum finance agreement contains a power of attorney enabling the
icensee to cancel the insurance policy listed in the agreement, the
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insurance policy may not_be cancelled b_}/ the licensee unless the
cancellation is effectuated in accordance with this section.

(b) The licenseg shall give not less than 10 days written notice to_ the
borrower, by mailing by Certified mail or documented by an affidavit of
mallln(t;,_oft e 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 of mailing to
the insuranCe agent indicated on the premium finance agreement.

(c) After expiration of the 10-dafy {Jerlod specified in (b) of this section,
the licensee may, in the name of the borrower, cancel the insurance
policy bkl mailing by certified mail or documented by an affidavit of
mailing o the ingurér a notice of cancellation, The ms_urance,Pollc shall
be caricelled as if the notice of cancellation had bee.i submitted by the
borrower himself, but without requiring the return of the insurance
pollc?/., The licensee shall also mail by certified mail or documented by
an affidavit of mallln%]1 a notice of cancellation to the borrower at his
last-known address and to the insurance agent indicated on the premium
finance agreement. o o

d) All Statutory, regulatory and contractual restrictions providing
that the insurance policy may not be cancelled unless notice is gflven t0
a governmental ag,enc?/, mortgagee, or other third party shall aprIy
where cancellation”is effected under the provisions of thig section. The
insurer shall give the prescribed notice on behalf of itself or the
borrower to any %pvernmental agency, mortgagee, or other third party
on or before the Tifth business day after thé day It receives the notice
of cancellation from the licensee and shall determine the effective date
of cancellation taklng[ into consideration the number of days' notice
required to complete the cancellation. (§ 1 ch 170 SLA 1978)

_Sec. 06.40.150. Return_ of unearned premiums, (a) Whenever a
financed insurance policy is cancelled and provided the insurer has been
notified of the assignment of interest of the insured to the licensee, the
insurer within 60 days of the effective date of cancellation shall take
such steps as are necessary to have any gross u; earned premiums
that are due under the insurance pollc¥ returned to the licensee
for the account_of the borrower if the licensee has complied with
the notice provisions of § 140(b) of this chapter.

(b) If the crediting of return premiums to the account of the borrower
results ina 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 1078)

Article 3. General Provisions.

Section Section
160. Civil and criminal penalties 180. Regulations, orders
170. Filing not required to perfect validity 190. Definitions

of agreement
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Sec. 06.40.160. Civil and criminal penalties, (a) A lender who, in the
making of any contract ‘oan or OFremlum finance agreement or the
collection of interest or ci.arges, does any act which violates &§ 10 —
20, 90, or 110 — 130 of this chapter shall at the option of the
commissioner reimburse that 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 lender, the lender shall adjust the
contract, loan, or premjum 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 of the provisions of § 10 of this chapter, is
quilty of a misdemeanor and_ upon conviction is punishable by a fine of
not more than $5,000, or by imprisonment for not more than one year,
or by both. In case of conviction of a corPoratlon for violation of this
chapter, the coworatlon IS punishable by a tine of not more than $20,000.
(§ Lch 170 SLA 1978)

Sec. 06.40.170. Filing not required to perfect validity of agreement.
No filing under AS 45.05 of the premium finance agreement isnecessary
to perfect the validity of the agreement as a secured transaction against
creditors, subsequent 8urchasers pledgees, encumbrancers, successors
or assigns. (§ 1ch 170 SLA 1078)

Sec. 06.40.180. Regulations, orders. The commissioner shall adopt
regulations necessary to carry out this cha{)t,er, and the commissioner
may order any person to cease violation of this chapter or a regulation
adopted under 1t. (§ 1ch 170 SLA 1978)

Sec. 06.40.190. pefinition, As used in this chapter, unless the
context otherwise requires, o

(1) “commissioner” means the commissioner of commerce and
economic development or his designee; o

(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 Promlses to pay to a licensee or to its
assignee the amount advance Lor to be advanced under the agreement
to af insurer or to an insurance agent or broker in payment ofPremlums
on an insurance policy sold in this state or covering fisks located in this
state together with a Service charge, andr sasecurity for it the premium
finance "company receives an assignment of the Unearned premium;
however, no mortgage, conditional sale contract, or other security
agreement coyermt}; property which authorizes the lienholder to pay or
adlvance premiums for 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 of entering into premium finance agreements with borrowers

or of acquiring prémium finance agreements from Insurance agents,

brokers or other premium finance companies. (§ 1 ch 170 SLA 1978)



§ 06.45.010 Alaska Statutes Supplement § 06.45.010
Chapter 45. Alaska Credit Union Act.

Section Section
10. Responsibility of commissioner 180. Reserves
20. Formation of credit union 190. Dividends

30. Approval of articles of incorporation ~ 200. Expulsion and withdrawal
and issuance ofcertificate ofauthor-  210. Minors or trusts

ity 220. Suspension
*40. Fees 230. Exemption taxation
50. Reports and examinations 240. Conversion.
60. Powers of a credit union 2i>r. Insurance of member accounts
70. Membership 210. Liquidity facility participation
80. Meetings of members 270. Conflict of interest
90. Management of credit union 280. Merger
100. Compensation 290. Branch offices
110. Executive officers 300. Unauthorized conduct ofcredit union
120. Board of directors business
130. Applications for membership 310. Transfer of credit union’s property to
140. Powers and duties of credit commit- preferred creditor is void
tee 320. Unlawful deceit ot commissioner or
150. Loan restriction examiners
160. Security 330. Receipt of deposits while insolvent
170 p‘.rfc.' --id '.atic et supervisory 340. Limitations on credit unions
committee 400. Definitions

.Sec. 06.45.010, Responsibility of commissioner, (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 requlations to carrx out the
purposes of credit unions consistent with AS 06.45.005 — 06.45.400
and AS 06.01.020. _

(c) The commissioner may delegate ana/ authority, power, or
function granted by AS 06.45.010 — 06.45.400.

d) The records 0f credit unions shall be kept and reports shall be
made in accordance with refqulatlons approved by the commissioner.

(e). A person appointed of” elected by a credit union to a position
requiring the receipt, payment, or custody of 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 appraved by the commissioner and in
an amount prescribed by the commissionér. The commjssioner ma?/
approve the use of a formi of schedule or blanket bond which covers all
the officers and employees of a credit union whose duties include the
receipt, payment, or cuistody of money or other personal propertk/ for or
on behalf of the credit unidn. The commissioner may approve the use
ot a form of excess covera?e bond under which a tredit union ma
obtain coverage in excess of the basic surety coverage. (§ 2 ch47 SL
1980; am § 2°ch 99 SLA 1981)

Effect of amendments. — The 1981 preceding "adopt regulations,” substituted
amendment, in subsection tb\ added "by "to carry out the purposes of credit unions
regulation define the powers of the consistent with" for "for the administra-
state-chartered credit uiions and” tionof preceding "this chapter" and added
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"and AS 06.01.020” following "this chap-
ter.”

Sec. 06.45.020. Formation of credit union, (a? Seven or more nat-
ural persons who desire to form a credit union shall subscribe hefore an
officer competent to administer oaths articles of incorporation in dupli-
cate which shall state
1) the name of the credit union; S
2 tthe location of the credit union and the territory in which it will
operate;
p(3) the names and addresses ofthe subscribers to the certificate and
the number of shares each subscribed:
4) the par valug of the shares, which shall be $5 each;
5) the proposed field of membership specified in detalil;
6 tthe| terrg of the existence of the credit union which may be
erpetual; an o ,
d (7) the fact that the articles oi incorporation are adopted to enable
6%64%61{8%n5 to avail themselves of the advantages of AS 06.45.010 —

45.400. v

(b). The articles of incorporation shall also include provisions
required by the commissioner for the _manargement of the business of
the credit ‘unign, for the conduct of its affairs, and relating to the
powers of 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 of 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. Approval of articles of incorporation and issu-
ance of certificate of authority, (a) The articles of incorporation
shall be presented to the commissioner for approval. Before the certif-
icate of authority is issued, the commissioner shall determine

(1), whether the articles of incorporation and bylaws conform to the
pr;]rpvlsmgs 0f AS 06.45.010 — 06.45.400 and to regulations of the com-

issioner; _ _

2) the general character and fitness of the subscribers; and

3) the economic advisability of establishing the proposed credit
union. J

&b) A certificate of authority shall be delivered by the commissioner
to the credit union if the required fee has been paid. On issuance ofthe
certificate of authority, the credit union is a body corporate and is
su,bhect to the limitations of AS 06.45.010 — 06.45.400, and is vested
with all of the powers and charged with all of 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
ggtl%rgla fee for his expenses under AS 06.01.010 in processing an appli-

|

(1) for approval ofarticles of incorporation and bylaws and the issu-
ance of a certificate of authority for a credit union;

2) for the approval of a brarich of a credit union;

3) for a merger or conversion of a credit union; or

4) for an examination under AS 06.45,050.

b). Failure ofa credit union to pay a fee required by (a)(2), (3), or (4)
of this section within 30 days of receipt of hilling from the commis-
sioner is grounds for the revocation ofthe certificate of authority ofthe
credit union. (§ 2 ch 47 SLA 1980)

‘Sec. 06.45.050, Regorts and examinations. A credit union orga-
nized under AS 06.45.010 — 06.45.400 is under the supervision of the
commissioner and shall make an annua| financial report to the com-
missioner and shall make other financial reports required by requ-
lations adopted by the commissioner. A credit union is subject” to
examination by the commissioner. (§ 2 ch 47 SLA 1980)

Sec. 06.45.060. Powers of a credit union. 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 alter a common seal;

4) purchase; hold, and dispose of property:

5) make loans, the maturities of which may not exceed 12 years
except as provided in AS 06.45.010 — 06.45.400, and extend lines of
credit to its members, to other credit unions, and to credit union orga-
nizations and participate with other credit unions, credit union orga-
nizations, 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) aresidential real estate loan which is made to finance the acqui-
sition of a one-to-four-family dwelling for the principal residence of a
credit union member which'is secured by a first lien on the dwelling
may have a maturity not exceeding 30 years; o

(i1) a loan to finance the purchase ofa mobile home, which is secured
by afirstlien on the mobile home, to be used as the residence ofa credit
union member, or for the repair, alteration, or improvement of a resi-
dential dwelling which is the residence ofa credit union member shall
have a maturity nof to exceed 15 years unless the loan is iftsinrd or
guaranteed under (||(|B of this subparagraph;

(ili) a loan secured by the insurance or guarantee of the federal
?overnment, ofa state government, or an agericy ofeither may be made
or 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 ag%regate of loans to a director or member of 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 of directors; o

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

(vi) the rate of interest may not exceed the greater of 15 percent a
year or the rate specified as AS 45.45.010(b); ~ _

(vii) the taking, ieceiving, reserving, or charﬁmg ofarate ofinterest
greater than is allowed by this subséction, when knowmglgl done, is
considered a forfeiture of the entire interest which the note, bill, or
other evidence of debt carries with_it, or which has been agreed to be
paid on the note, bill, or other evidence of debt; if a greater rate of
Interest has been paid, the person by whom it has been paid or his legal
representatives may recover hack from the credit union taking or
receiving it the entire amount of interest paid, but the action must be
con(wjmenced within two years from the time the usurious collection was
made;

(vil) a borrower may rep_a% a loan before maturity in whole or in
part on any business day without penalty; —« "

(ix) loans shall be Rald or amortized under regulations adopted by
the commissioner which consider the needs or conditions of the
borrowers, the amounts and duration ofthe loans, the interests of the
members and the credit union, and other factors established in requ-
lations adopted by the commissioner; .

(x) the total dollar amount of real estate loans and maobile home
loans outstanding may not exceed 25 percent of the assets of the credit
union without the written approval of the commissioner;

Em) a credit union with assets ofless than $3,000,000 may make real
estate loans with maturities in excess of 15 years only with the
approval of the commissioner, _

_ GB) a self-replenishing line of credit to a borrower may be estab-
lished to a stated maximum amount on terms and conditions which
gwy be different from terms and conditions established for another
orrower, - .

|(C) loans t j other credit unions_require the approval of the board of
directors of the loaning credit union, .

(D) loans to credit union associations require the approval of the
board of directors of the credit union and may not exceed one percent
of the paid-in and unimpaired caﬂltal and surplus of 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 ofthe board of directors of the credit union, except that
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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 of the face amount of 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, sutzject to terms, rates,
and conditions as may he established by the board of directors of the
credit union, within limitations prescribed by the commissioner;

7) Invest its funds

A) in loans exclusively to members; -

B in obligations ofthe United States or securities fully 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 of its paid-in and unimpaired capital and surplus in accor-
dance with regulations adopted by the commissioner;

(D) inshares or accounts ofsavmgs 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 obllﬁ;atlons issued by banks for cooperatives, federal land
banks, federal intermediate credit banks, federal home loan hanks, 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 of or issued by or full
guaranteed as;to principal and interest by the Federal National Mort-
gage Association or the Government National Mortgage Association;
in mort?ages, 0b|l?atI0nS, or other securities whichare or have been
sold by the Federal Home Loan Mort?age Corporation under § 305 or
§ 306°0f the Federal Home Loan Morfgage Corporation Act; or in obli-
ations_or other instruments or sécurities of the Student Loan
arketing Association; o o _
S_F) In participation _certificates evidencing beneficial interests in
obligations, or in the _rlﬁht to receive interest and principal collections
from obligations, which have been subjected by one or more federal
agencies o a trust or trusts for which an executive department, agenczl,
of instrumentality of the United States or its head has been named to
act as trustee; _ S
_ (G) in shares or deposits of a central credit union in which such
investments are authorized by the board of directors ofthe credit union
making the investment, _
. (H) in shares, share certificates, or share deposits of federally,
insured credit unions; o o
(I).in the shares, stocks, or obligations of another organization
providing services which are associated with the routine operations of
credit unions, uP to one percent of the total paid-in and unimpaired
S%%'é?' %Hgl surplus ofthe credit union with the approval ofthe commis-
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(J).in the capital stock of the National Crez'l Union Central
Liquidity Facility; _

) make deposits in national banks and in state banks, trust com-
Panles, and mutual savings banks operating in accordance with the
aws of the state: _ _ _

(9) borrow in accordance with regulations adopted by tl: . commis-
sioner from any source, in an aggregate amount not exceedln% 50
percent of jts paid-in and unlmRalred capital and surplus, except that
acredit union may discount with or sell to a federal intermediate credit
bank an eligible obligation up to the amount of its paid-in and
unimpaired capital; _ _ _

(102? levy late charges, in accordance with the bylaws, for failure of
members fo meet promptly their obligations to the credit union:

(112) levy and enforce a lien Upon the shares and dividends of a
member to the extent of a loan made to, and any dues or charges
payable by, the member; _ o

{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 recéive or dispose of, in
whole or In part, eligible obligations of its members and purchase from
a liquidating credif union notes made by individual members of the
liquidating Credit union at prices agreed upon by the board of directors
of the liguidating credit union and the board of directors of the
purchasing credit'union; a Purchase_ may not be made under authority
of this paragraph if, upon the making of the purchase, the aggregate
ofthe unpaid balances of notes purchased under authority of this pai a-
grag,q exceeds five percent ofthe unimpaired capital and surplus of the
credit union; _ o

(14) sell all or a part of its assets to another credit union, purchase
all or part of the assets of another credit union, and assume the
liabilities ofthe selling credit union and those of its members subject
to requlations of the commissioner; and _

(1% exercise incidental Pow_ers as are necessary or required to
enable it to carry on eftectively the business for which it is
incorporated. (§ 2 Ch 47 SLA 19807 am & 3 — 6 ch 99 SLA 1981)

Effect of amendments. — The 1981 ital and surplus" following '25 percent of
amendment, 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-in
or the rate specified in AS 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 "and
following "may not exceed." In paragraph establish share draft accounts" following
(B)CA)(X), the amendment substituted "dividend rates and maturities.”

"assets" for "paid-in and unimpaired cap-
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Sec, 06.45.070. Membership. Credit union membership consists of
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 of the stock of the credit union and
pay the initial installment on the stock and a uniform entrance feg if
required by the board of directors of the credit union. Credit union
membership is limited to groups having a common bond of occupation
or association, or to groups within a well-defined neighborhood, com-
munity, or rural district, Shares may be issued injoint tenancy with
right of survivorship with a person des_l%nated by the credit union
member. Ajoint tenant may not be permifted to vote, obtain loans, or
hold office, unless the joint tenant Is within the field of membershlp
and is qualified for mémbership. (§ 2 ch 47 SLA 1980)

Sec. 06.45.080. Meetings of members. The fiscal year of a credit
union ends December 31. The annual meeting of a crédit union shall
be held within three months after the end of the fiscal year at a Place
its bylaws prescribe. Special meetings may be held under the bylaws,
A mémber ma¥ not vote by proxy, but a member other than a natural
Berson may vote through dn agent designated for the purpose. A mem-

er may not have more than one vote.(§ 2 ch 47 SLA 1980)

Sec. 06.45.090. Management of credit union, fa) The business
affairs ofa credit union are _managed by (1) a board of not less than five
directors; (2) a credit committee ot not fess than three members; and (3)
a supervisory committee of not less than three members or more than
five members. The members of the board of directors and the members
ofthe credit committee shall be glected at the annual members meeting
by and from the members. The supervisory committee shall be
appointed by the board of directors, and a vacancy in the supervisory
committee shall be filled by the board of directors. One of the members
of the supervisory committee may be a member of the board of
directors, other than tho treasurer. Members of the board of directors
and of the credit and_ supervisory committees hold office for terms as
the bylaws may provide.

(b)  Arecord ofthe names and addresses of the members of the hoard,
the committees, and the officers of the credit union shall be filed with
Ef}escmnl]é%sd)onerwnhm 10 day3 after election or appointment. (8 2 ch

Sec, 06.45.100. Compensation. A member ofthe board of'directors
or of the credit or supervisory committees may not be compensated for
service on the board of directors or credit or Supervisory committees.
Reasonable health, accident, and similar insurance_protection is not
compensation under this section and may be provided under regu-
lations adopted by the commissioner. (8 2°ch 47 SLA 1980)
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Sec. 06.45.110. Executive officers, (a) At its First meetln%; after
the annual meeting of the members, the board of directors shall elect
from its membership a Hresment, one or more vice-presidents, a secre-
targ, and a treasurer, who are the executive officers of the credit union.

) An executive officer, other than the treasurer, may not be com-
pensated as an officer.

pe(rcs)onThe offices of s.cretary and treasurer may be held by the same

d) The duties of the officers are determined by the bylaws.

e) The treasurer shall glve bond with good ana sufficient surety, in
an amount and character to be determined by the board of directors in
gcierlllggg)e with regulations adopted by the commissioner. (§ 2 ch 47

Sec. 06.45.120. Board ofdirectors, (a) The hoard ofdirectors shall
meet at least once a month and shall have the general direction and
control of the business affairs of the credit union. Minutes of all
meetings shall be kept.

(b) The board of directors shall _

1) act upon applications for membership; _

2) require an officer or employee having custody of or handlmg
funds to give bond with good and sufficient surety in an amount an
characterto be determined by the board ofdirectors in compliance with
regulations adopted by the commissioner and authorize the payment of
the premium by the Credit union; _ _

(3_5) fill vacancies in the board ofdirectors and in the credit committee
until successors elected at the next annual meeting have qualified;

(4; Luve charge of investments other than loans to members; the
board ( cdirectors may designate a committee ofnot less than two to act
as an investment committée which has charge of making investments
under rules and procedures established by the board ofdirectors;

(5) determine the maximum number of shares and share certificates
and 'the classes of shares and share certificates that may be held;

(6) subjecttothe limitations ofAS 06.45.010 — 06.45.400, determine
the interést rates on loans, the security, and the maximum amount
which may be loaned or provided in lings of credit;

_ (7) subject to requlations adopted by the commissioner, authorize an
interest refund to members of record at the close ofbusiness on the last
day of any dividend period in proportion to the interest paid by the
members during the dividend period; and

(8) provide for compensation of officers and employees.

(c) The board ofdirectors may appoint an executive committee ofnot
less than three directors to exercise authority delegated to it under the
igngttkc)nlsgggfi limitations prescribed by the“board of directors. (§ 2 ch
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.Sec. 06.45.130. Applications for membership, (a) The board of

directors shall establish procedures for the review and approval of
applications for membership in the credit union. _ _
_(b) Each month the board of directors shall review a list of applica-
tions for membership actt’ >nduring the pre(_:edlnﬁ month.

(c) If an agpllcatl_on for n.embership is denied, the reasons for the
denial shall be furnished to the applicant on request.

(d) The board ofdirectors ma){ appoint a membership officer from the
members of the credit union or the executive committee of the board of
directors to review aPpllcatlons for membership. A treasurer, assistant
treasurer, or loan officer may not review applications for membership.
(§ 2 ch 47 SLA 1980)

Sec. 06.45.140. Powers and duties of credit committee, (a) The
credit committee shall hold meetings to consider applications for loans
and lines of credit as the business of the credit union may require but
not less frequently than once a month. Reasonable notice of the
meetings shall be given to members of the credit committee.

(bz) xcept for the loans or lines of credit required to be aﬂ)roved by
the board of directors under AS 06.45.060(5), a majority of the entire
credit committee may approve an application. .

(c) The credit committee may deleg’ate to a loan officer the power to
approve loans and lines of 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 of each apﬁroved or unapproved applica-
tion within seven days of the fI|In% of the application.

(d) An application not approved by a loan officer shall be acted on by
the credit committee. . o
_(e) Anindividual may not disburse funds ofa credit union for a loan,
I|He of credit, or application which he approved in the capacity of loan
officer,

(f) A%Plications for loans and lines of credit shall be made on forms
prepared by the credit committee. (§ 2 ch 47 SLA 1280)

Sec. 06.45.150. Loan restriction. A loan may not be made to a
member if, on the makm? of the loan, the member would be indebted
to the credit union on foans from the credit union in an amount
exceeding 10 ﬁercentofthe unimpaired capital and surplus ofthe credit
union. (82 ch 47 SLA 1980)

Sec. 06.45.160. Security. For the purposes of loans made under AS
06.45.010 — 06.45.400, an'assignment of shares or the endorsement of
a note_constitutes security, and, subject to requlations adopted by the
commissioner, insurance obtained “under Title 1 of the National
Housing Act is adequate security. (§ 2 ch 47 SLA 1980)

Sec. 06.45.170. Powers and duties of supervisory committee,
(a) The supervisory committee shall conduct an annual audit of the
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accounts of the credit union and submit a rePort of the audit to the
board of directors and a summary of the audit to the members af the
next annual members meeting of the credit union. The supervisory
committee ma% conduct supplementary audits as it considers necessary
or as ordered by the commissioner, and submit reports of the supple-
mentarK audits to the hoard of directors.

b) The supervisory committee shall verify the passbooks and
accounts of the members with the records of thetreasurer from time to
time, but not less frequently than once ever%/ two years. As used in this
subsection, "passbook” includes a hook, statemerit 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 of the credit union or a member of the credit committee or the
board of directors until the next meeting of the members which shall
be held not less than seven or more than 14 days after the suspension
gnder this subsection. A suspension shall be acted upon by the mem-

ers,

(d),ThesuEerwsor committee may caII_byamajorlt vote a special
meeting of the members to consider a viofation of AS 06.45.010 —
06.45.400, the articles of incorporation or bylaws, or a practice of the
credlt_tt{nlon considered unsafe or unauthofized by the supervisory
committee.

([e) The board of directors may by a majority vote suspend a member
of the supervisory committee until the next ‘meeting of the members
which shall be held not less than seven or more than™14 days after the
glﬂslge{]gé%r)\ A suspension shall be acted by the members.”(§ 2 ch 47

Sec. 06.45.180. Reserves, (a) At the end of each accounting period
the gross income of 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 requlations 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 of $500.000 or more shall set aside

(A) 10 Percent of gross income until the reqular reserve equals four
percent of the total of outstanding loans andrisk assets; then

(B) five ?ercent ofgross income until the reqular reserve equals six
percent of the total o outstan.dln? lo. ns and Fisk assets.

(‘2) A credit union in operation less than four years or having assets
of Iess than $500,000 shall set aside

(A) 10 ﬁercent of%ross income until the reqular reserve equals seven
taﬁeolnone- alf percent of the total of outstanding loans and risk assets;

(B) five percent of?ross income until the reqular reserve equals 10
percent of the total of outstanding loans and risk assets,
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(3? When the rePular reserve falls beiow the stated Fer_cent of the
total of outstanding foans and risk assets, it shall be replenished by
reqular contributions in amounts as may be needed to maintain the
stated reserve goals. _ _

&b)_ The commissioner may decrease the reserve requirement in (a)
of this section when the “crease is necessarY or desirable. The commis-
sioner may also require special reserves to protect the interests of
members €ither bg er eral regulation or lor an'individual credit union.

(§ 2 ch 47 SLA 1980)

Sec. 06.45.190. Dividends. At intervals as the hoard of directors
may authorize and after provision for required reserves, the board of
diréctors may declare, under regulations adopted by the commissioner
a dividend to be paid at different rates on different types of shares and
at different rates and maturity dates in the case of'share certificates.
Dividend credit may be accrued on various types of shares and share
ci%rBt(l)f)lcates as authorized by the board of directors. (§ 2 ch 47 SLA

Sec. 06.45.200. Expulsion ai.ii withdrawal. A member may be
expelled by a two-thirds vote of the members of 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 exPuIsmn of
a member does not discharge the liahility of 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. (8 2 ch 47 SLA 1980)

_ Sec. 06.45.210. Minors or trusts. Shares ofa credit union may be
issued in the name of a minor or in trust, subject to conditions pre-
scribed by the brlaws.,When shares are issued in trust, the name of the
beneficiary shall be disclosed to the credit union. (§ 2 ch 47 SLA 1980)

~Sec. 06.45.220. Suspension (aL The commissioner may on his

fir ding that the credit union is bankrupt, inslvent, or is operatlng{ in

an unsafe or unsound manner or that the credit union has violateu the

8r0w5|ons of :its articles of incorporation or bylaws, AS 06.45.010 —
6.45.400, or requlations adoBted by the commissioner, exercise the

powers granted o him in AS

operations of "he credit union. , _

b) The commissioner, under the regulations adopted by him, may
Permlt operations to continue under conditions and procedures estab-
ished by him or he may direct the credit union to cease operations and
%EpAm%g%)llqmdatmg agent to liquidate the credit union. (§ 2 ch 47

6.01.030 and temporarily suspend the

.Sec. 06.45.230, Exemption from taxation. A credit union or?a-
nized under AS 06.45.010 — 06.45.400, its property, franchises, capifal,
reserves, surpluses, and other funds, and its income are exempt from
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taxation by the state or a political subdivision of thu state, except that
real property and.tangible personal property owned by a credit union
Is subject to taxation to the same extent that similar property is taxed.
This section does not 8revent holdings in a credit union oqamz,ed
under AS 06.45.010 — 06.45.400 from being included in the valuation
of the personal proPe,rty of the owners or holders under taxes imposed
by the state or a political subdivision of the state. (§ 2 ch 47 SLA 1980)

Sec. 06.45.240. Conversions, (a) A federal credit union mag
(k:)onvert ||nto a C{%ﬁlt unlllon tg)lrg%andlzedl leder /(\ij06.45.|Qf1Q — 06.&15.4/9\3
complying with applicable federal law an ualifying under
06 45,000 — 0645400, VLTI

b) A credit union organized under AS 06.45.010 — 06.45.400 may
convert into a federal credit union b comPIylng with AS 06.45.010 —
06.45.400 and by qualifying under federal faw: (§ 2 ch 47 SLA 1980)

Sec. 0P.45.250. Insurance of member accounts. A credit union
oaganlzed under AS 06.45.005 — 06.45.400 shall, under regulations
adopted by the commissioner, participate_ in insurance of member
accounts under programs offered by the National Credit Union Admin-
istration Board or & program of comparable insurance approved by the
commissioner. (§ 2 ch 47 SLA 1980; am § 7 ch 99 SLA 1961)

Effect of [uncndmenta. - The 1961 rable insurance approv d bv the commis-
araendment added "or a prograi. ofcompa-  sioner" at the end of the seciion.

Sec, 06.45.260. Liquidit facilitg articipation. A (.'edit union
organized under AS 06.45.010 — 06.45.400 may, under regiulatlons
adopted by the commissioner, participate in the’programs otfered b
tlhg%é\)latlonal Credit Union Central Liquidity Facility. (§ 2 ch 47 SL

.Sec. 06.45.270. Conflict of interest, (a) A member of the board of
directors or a member ofthe ¢redit committee or supervisory committee
or an employeg ofa credit union may not participate in the deliberation
or the determination of a question affecting his own pecuniary interest
or the pecuniary interest of a corporation, partnership, or association
in which he is interested L

A person who violates (a) of this section may not thereafter serve
asan officer, agent, or employee ofa credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.280. MerPer, (a) A credit union may merge with another
credit union under a pfan agreed upon by a majority of the hoard of
directrs of each_credit union and approved by a majority of the mem-
bers ofeach credit union present at meetings called to approve the plan.

(b)  The commissioner may bX regulation establish further proce-
dures governing mergers. (§ 2 ch 47 SLA 1980)
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Sec. 06.45.290. Branch offices. A credit union may establish a
%ag%():h office under regulations of the commissioner. (§°2 ch 47 SLA

Sec. 06.45.300. Unauthorized conduct of credit 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 of them or to reEresent himsel as conducting business
as a credit union. (§ 2 ch 47 SLA 1980)

Sec. 06/'5.310. Transfer_of credit union’s property to
Breferred creditor is void. The transfer of property, money, or assets
y a credit union after it becomes insolvent, to rn_refer one creditor over
another, or to prevent the equal distribution of its property and assets
among Its creditors is v0|d.q(§ 2 ch 47 SLA 1980)

Sec. 06.45.320. Unlawful deceit of commissioner or examiners.
A person is guilty of a class C felony who, with intent to deceive the
commissioner or a person authorized to examine the affairs of a credit
union, wilfully ana knowingly,

1) makes or causes to he made a false statement: ,

2) enters a false figure, statement, or entry in the books ofa credit
union; or _ .
_(3) makes or circulates a false report or statement about the condi-
tion of a credit union in the state. (§ 2 ch 47 SLA 1980)

Sec. 06.45.330. Receipt of deposits while insolvent, A member
ofthe board ofdirectors, an officer, or an emplo¥ee ofa 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. Limitations on.credit unions. A credit union may
not acquire control directly or indirectly of another financial institu-
tion or invest in shares, stocks or obligations ofan insurance company,’
trade association, liquidity facility or any other similar organization
corporation, or association except as exgwessly provided by AS
06.45.010 — 06.45.400. (§ 2 ch 47 SLA 1980)

Sec. 06.45.400. Definitions. I * 06.45.010 — 06.45.400

(1) "commissioner” means the c«..imissioner of commerce and eco-
nomic development; , o o

() "credit 'union” means a cooperative association organized in
accordance with the provisions of AS 06.45.010 — 06.45,400 for the
purpose of promoting thrift among its members and creating a source
of credit for provident or productive purposes; = , ,

(3' "creditunion association” means an or_?anl_zatlon established pri-
mar ly to serve the needs ofits member credit unions under regulations
adopted by the commissioner. (§ 2 ch 47 SLA 1980)
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836.90.001 Public Contracts §36.90.001

Cross references. —As to limitation of
home rule power regarding municipal
exemption on contractor bond require-
ments, see AS 29.13.100(38). As to require-
ment that a municipality use ordinances
to exempt contractors from compliance
with general requirements relating to cer-
tain bonds, see AS 29.48.130(a)(12).

Editor’'s notes. — This section was
redrafted by the revisor of statutes to
remove personal pronouns in conformity

Collateral 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.

wi.h AS 01.05.031(c) and § 4, Chapter 58,
SLA 1982

Chapter 90. Miscellaneous Provisions.

Section
01. Public construction contract payments

Sec. 36.90.001. Public construction contract 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 for materials provided or services performed
and a sworn statement that all employees employed on the project by
the contractor and all subcontractors have been paid not less than the
established prevailing rate of pay as determined and published by the
DeBartment of Labor: _

) 1f the state fails to make a payment due the contractor under this
section within 30 days after receiving a contractor's bI||In8 the state
shall'pay interest to the contractor under AS 45.45.010(a) on the
amount due. N o o

(cz The state or a political subdivision of the state is liable to a
contractor registered under AS 08.18 for interest at the rate provided
inAS45.45.0 Oga) on retainage on a contract for public works or public
construction. Interest on retainage accrues from the date ofapproval of
a pay estimate until the date of payment to the contractor. A contract
provision purportmct; to waive the interest provisions ofthis subsection
IS void as contrary o public policy. _ _

'd) A political subdivision that has a population of 500 or less is
exempt from the pagme.nt. of interest provided in (c) of 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) of this section. (81 ch 85 SLA 1982)

Editor’'s notes.—Section 3,ch. 85,SLA  apply to contracts entered into after the
1982, provides: "The provisions of this Act  effective date of this Act (July 1, 19821”
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§ 45.10.010 Trade and Commerce § 45.10.020
Chapter 10. Alaska Retail Installment Sales Act.

Section Section

10. The cuntract document 130. Insurance

'20. Buyer's copy 140. Agreement not to assert claim

30. Contents of contract 150. Nonwaiver of chapter

40. Other documents 160. Contracts and agreements executed

50. Catalog sales before 1963

60. Signing of incomplete contracts 170. Action by attorney general

70. Prepayment 180. Assurance of discontinuance

80. Delivery and collection charges, and  190. Barring recovery for noncompliance
other provisions 200. Penalty for violation of order or

90. Receipts and requests for statements injunction

100. Consolidation of contracts 210. Penalty for violation of chapter

110. Notice of service charge and monthly  215. Scope of chapter
statement 220. Definitions

120. Extent of service charge 230. Short title

Sec. 45.10.010. The contract document, (az A retail installment
contract must be contained in a single document. The document must
contain the entire agreement of the parties mcludln(t;,promlssory notes
and other evidences of indebtedness between the parties relating to the
igarllaaf&bon except as provided in AS 45.10.040, 45.10.050, and

o) If 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 of determining the negotiability of the note
unless the provision Is expressly incorporated inthe note by reference
to the provision of the mortgage. _ _

(c) ~ The contract must be dated, signed by the retail buyer, and
completed as to all essential provisions, except as otherwise provided
in AS 45.10.050 and 45.10.060. (8 2 ch 141 SLA 1962)

Am.Jur. 2d references. —6a Am.Jur.
2d. Secured Transactions. S 1 et seq.

Sec. 45.10.020. Buyer'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 cop%of 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 of delivery of a copg of the
gfﬂnAtralcé%g}ust appear directlv'above the buyer's signature. (§ 3 ch 141

Cross reference. — As to seller's
responsibilities in catalog sales situations,
see AS 45.10.050(b).
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