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CS FOR HOUSE BILL NO. 319(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

B Y  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E

O ffe re d :
R e fe rre d :

S p o iis o r (s ): H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E  B Y  R E Q U E S T

A BILL

FOR AN ACT ENTITLED 

"An Act relating to the regulation of small loan and retail installment 

transactions."

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

* Section 1. AS 06.20.030(a) is amended to read:

(a) Investigation expenses incurred by the department in processing an 

application for licensure shall be charged to and paid by the applicant under 

AS 06.01.010. At the time of submitting the application to the commissioner, the 

applicant shall pay to the department $1.000 [$400] in partial payment of those 

investigation expenses incurred by the department. [EF THE INVESTIGATION 

EXPENSES INCURRED BY THE DEPARTMENT DO NOT EXCEED $400, THE 

REMAINDER SHALL BE PROMPTLY REFUNDED TO THE APPLICANT.]

* Sec. 2. AS 06.20.030(b) is amended to read:

(b) An applicant shall pay to the department at the time of submitting an 

application a sum, in addition to that specified in (a) of this section, of $500 for a

-1- CSHB 319(L&C)
N ew  T e x c  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]



1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

23

24

25

26

27

28

29

30

31

iiI
i
I

single office license, or $2.000 for a multiple office license [$200] as an annual 

license fee for a period terminating on the last day of the current calendar year. [IF 

THE APPLICATION IS FILED AFrER JUNE 30, THE ADDITIONAL SUM IS 

$ 1 0 0 . ]

* Sec. 3. AS 06.20.040 is amended to read:

Sec. 06.20.040. LIQUID ASSETS REQUIRED. An applicant shall prove, in 

form satisfactory to the department, that the applicant has available for the operation |
I

of the business at the location specified in the application, liquid assets of at least 

$25,000. or. in the case of a multiple office license, that the equivalent amount 

available to each office from a central account maintained bv the annlicant

[ $ 2 0 ,0 0 0 ] .

* Sec. 4. AS 06.20.050 is amended to read:

Sec. 06.20.050. BOND. The applicant shall file with the application a bond ■ 

to be approved by the department in which the applicant shall be the obligor, in the 

sum of $25.000 [$5,000] with one or more sureties. Only one bond is required for j
I

an application for a multiple office license. The bond shall be for the use of the j 

state and any person who may have a cause of action against the obligor under this ; 

chapter. The bond must state that the obligor will faithfully conform to and abide by ! 

the provisions of this chapter and of all regulations lawfully adopted by the !
i

department, and will pay to the state and to any person all money that may become ! 

due or owing to the state or to the person from the applicant undci this chapter.

* Sec. 5. AS 06.20.060 is amended to read:

Sec. 06.20.060. ISSUANCE OF LICENSE. Upon the filing of the application, 

the payment of the fees and the approval of the bond, the department shall issue a 

license to the applicant if it finds upon investigation that (1) the financial 

responsibility, experience, character, and general fitness of the applicant and of its 

members if the applicant is a copartnership or association, and of its officers and j 

directors if the applicant is a corporation, are such as to command the confidence of 

the community and to warrant belief that the business will be operated honestly, fairly, 

and efficiently within the purposes of this chapter, and (2) allowing the applicant to 

engage in business at the location will provide accessibility and [PROMOTE THE]

CSHB 319(L&C) -2-
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convenience for borrowers of money [AND ADVANTAGE OF THE COMMUNITY 

IN WHICH THE BUSINESS IS TO BE CONDUCTED], and (3) the applicant has 

available for the operation of the business at the specific location liquid assets of at 

least $25,000, or, in the case of a multiple office license, that the equivalent 

amount is available to each office from a central accrunt maintained bv the 

applicant [$20,000]. The foregoing facts are conditions precedent to the issuance of 

a license under this chapter. The license permits the applicant to make loans in 

accordance with this chapter at the location or locations specified in the application. 

The license remains in full force and effect until it is surrendered by the licensee or 

revoked or suspended. If the department denies the application, it shall notify the 

applicant of the denial, bill the applicant for any outstanding expenses incurred by the 

department during the investigation and return the bond if those expenses have been 

paid. The department shall approve or deny every application for license within 60 

days from the filing of the application with the fees and the approved bond. If the 

application is denied, the department shall, within 20 days thereafter, serve upon the 

applicant a copy of the written decision and findings. The decision and findings may 

be reviewed in the manner provided in AS 44.62.560 and 44.62.570 (Administrative 

Procedure Act).

Sec. 6. AS 06.20.090 is amended to read:

Sec. 06.20.090. PLACES OF BUSINESS, (a) A licensee may maintain only 

one place of business under a single office [THE] license, or up to 10 places of 

business under each multiple office license. The department may issue more than 

one license to the same licensee upon compliance with the provisions of this chapter 

governing the original issuance of a license.

(b) If a licensee changes the place of business to another location within the 

same municipality, the licensee shall give written notice to the department in advance. 

Upon approval, the department shall issue ari amended license for [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. 

A licensee may not change the place of business to a location outside the municipality

-3- CSHB 319(L&C)
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in which the licensee is authorized to do business.

* Sec. 7. AS 06.20.180 is amended to read:

Sec. 06.20.180. BOOKS AND RECORDS OF LICENSEES. Each licensee 

shall keep and use in the licensed premises [BUSINESS] those books, accounts, and 

records that will enable the department to determine whether the licensee is complying 

with this chapter and with the regulations lawfully adopted by the department under 

this chapter. The maintenance of separate books and records for another business j 

authorized bv the department under AS 06.20.210 is not required. The method | 

of tracking and numbering the loans shall be determined bv the licensee, as long ' 

as the system enables the department to perform the department’s obligations 

under this title. The licensee shall preserve the books, accounts, and records, 

including cards used in the card system, if any, for two years after making the final 

entry on any recorded loan.

* Sec. 8. AS 06.20.240 is amended to read: Ii
Sec. 06.20.240. LOANS FOR PURPOSE OF OBTAINING HIGHER

I
INTEREST. [A LICENSEE MAY NOT INDUCE OR PERMIT A BORROWER TO 

SPLIT UP OR DIVIDE A LOAN.] A licensee may not induce or permit a person, or 

a husband and wife jointly or severally, to snlit up or divide a loan or to become 

obligated, directly or contingently or both, under more than one loan contract at the 

same time, for the purpose or with the result of obtaining a higher rate of interest than :

would otherwise be permitted by AS 06.20.230. However, a licensee may enter into

new or different loan transactions with the borrower or the borrower's spouse at 

a different time so long as the purpose of the additional transaction does not 

violate this section.

* Sec. 9. AS 06.20.250 is amended by adding new subsections to read:

(d) Loan contracts must provide for substantially equal payments, and the
t

payments must be due at least once a month, with the first payment beginning not later
j

than 45 days from the date the loan is made.

(e) If the irregular payment is confirmed in writing by the borrower, and the 

method of repayment is consistent with the maximum term and annual interest rate 

provided in this chapter, and if a borrower demonstrates sufficient seasonal or

CSHB 319(L&C) -4-
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extraordinary income to support repayment of a loan, the loan contract may provide 

for irregular payments and first payment loan extensions greater than 45 days from the 

date the loan is made.

* Sec. 10. AS 06.20.260(a) is amended to read:

(a) A further or other charge or amount for an examinadon, service, brokerage 

commission, expense, fee, bonus, or other thing may not be directly or indirectly 

charged, contracted for, or received except

(1) lawful fees actually paid out by the licensee to a public officer for 

filing, recording, or releasing any instrument securing the loan, or premiums payable 

for insurance in lieu of perfecting a security interest if the premiums do not 

exceed the fees that would otherwise normally be incurred for perfecting, filing. 

recording, and releasing the security interest, or for transferring certificate of title 

to a motor vehicle securing the lien or noting a lien on that certificate;

(2) premiums actually paid out for insurance on any one or combinadon 

of the following: pledged property of the borrower, or consumer credit insurance; in 

this paragraph, "consumer credit insurance" has the meaning given in AS 21.57.160;

(3) taxable costs and expenses to which the licensee becomes entitled 

under general law in any court proceedings to collect a loan or to realize on die 

security after default;

(4) for loans of $10.000 or less that are secured bv an interest in 

real estate, reasonable costs and fees paid by a licensee for appraisals, surveys, and i 

title insurance or reports [IF THE LOAN IS SECURED BY AN INTEREST IN REAL 

ESTATE];

(5) for loans over $10.000. whether or not secured bv an interest 

in real estate, reasonable costs and fees paid bv a licensee for appraisals, surveys, 

title insurance or reports, and credit reports:

(6) a late payment fee of not more than 10 percent of tlie payment that 

is due or $25 [$15], whichever is lessj

(7) a fee for dishonored checks not to exceed $25 for each 

dishonored check:

(8) reasonable attorney fees, actual expenses, and costs incurred in

-5-
N ew  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]
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connection with the collection of a delinquent debt or a foreclosure if the 

collection or foreclosure is referred to an attorney who is not a salaried employee 

of the licensee and the balance then owing on the debt exceeds $5.000;

(9) actual expenses and costs incurred in connection with a

repossession.

* Sec. 11. AS 06.20.287 is amended to read:

Sec. 06.20.287. CREDIT INSURANCE ON OPEN-END LOANS, (a) A 

licensee may obtain consumer credit, credit loss of income, and property insurance on 

open-end loans under this chapter. The consumer credit insurance obtained by a licensee 

shall satisfy the requirements of AS 21.57, The property insurance obtained by a 

licensee shall satisfy the requirements of AS 21.39 and AS 21.42. The licensee shall 

comply with AS 21.36.160 and 21.36.165 during all transactions with borrowers 

involving consumer credit, credit loss of income, and property insurance.

(b) Tlie licensee shall calculate the charge for credit life, credit loss of income. 

or disability insurance in each billing cycle by adding to the unpaid balance in the 

borrower’s account the current monthly premium rate for the coverage required at the 

rate set under AS 21.57, using the method specified in the loan agreement for 

determining the unpaid balance.

(c) A licensee may not cancel credit life, credit loss of income, or disability 

insurance obtained for an open-end loan if the borrower is delinquent in paying the 

monthly installments unless an installment is delinquent for 90 days or longer. The 

licensee shall advance to the insurer amounts necessary to keep the policy in force until 

the 90-day delinquency period has elapsed, and the borrower’s account may be charged 

for the amounts advanced to the insurer.

* Sec. 12. AS 45.10.070(b) is amended to read:

(b) Except when the service charge is computed on an add-on or simple 

interest basis, the [THE] amount of the refund credit shall be computed according to 

the "rule of 78ths"; that is, it shall represent at least as great a proportion of the original 

service charge over $25 in case ot a retail installment sale of a motor vehicle, or $10 in 

case of a retail installment sales of goods other than a motor vehicle, as (1) the sum of 

the monthly or other periodic unpaid balances under the schedule of payments in the 

contract beginning as of the date after the prepayment that [WHICH] is the next

CSHB 319(L&C) - 6 -
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succeeding monthly or other periodic anniversary date of the due date of the first 

installment under the contract, or, if the prepayment is before the due date of the first 

installment under the contract, then as of the date after the prepayment that [WHICH] 

is the next succeeding monthly or other periodic anniversary date of the date of the 

contract bears to (2) the sum of all the monthly or other periodic unpaid balances under 

the schedule of installment payments in the contract.

* Sec. 13. AS 45.10.080(a) is amended to read:

(a) If authority to do so is contained in the contract or agreement, the [THE] 

holder of a retail installment contract or retail charge agreement may [NOT] collect 

any delinquency., [OR] collection or dishonored check charges. [CHARGE OTHER 

THAN] attorney fees, court costs, and disbursements [UNLESS THE CONTRACT SO 

PROVIDES]. In this case, the charge must [SHALL] be reasonable, and no attorney fee 

may be recovered unless the contract is referred for collection to an attorney not a 

salaried employee of the holder.

* Sec. 14. AS 45.10.120 is repealed and reenacted to read:

Sec. 45.10.120. EXTENT OF SERVICE CHARGE, (a) Notwithstanding any 

other law, the service charge included in a retail installment contract, retail charge 

agreement, revolving charge agreement, or other retail charge agreement must be at the 

rate agreed upon by the retail seller and the buyer.

(b) This section does not limit or restrict the method of computing the service 

charge, whether by way of add-on, simple interest, or otherwise, so long as that method 

is disclosed in the contract and agreed upon by the rei .il seller and the buyer.

* Sec. 15. AS 45.10.220(3) is amended to read:

(3) "official fees" means the amount of the fees set by law for filing, 

recording, or otherwise perfecting and releasing or satisfying a retained title, lien, or 

other security interest created by a retail installment transaction or premiums payable 

for insurance in lieu of perfecting a security interest if the premiums do not exceed

the fees that would otherwise normally be incurred for perfecting, filing, recording.

or otherwise nerfecting and releasing or satisfying a retained title, lien, or other 

security interest:

-7-
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RETAIL CREDIT (2 PARTY)

State Maximum Late Pavment Fee Authorized

Arizona Not to exceed $5.00 for installment less than $25.00, $10.00 for over $25.00.
Arkansas No statutory limit. Must equal that assessed in at least one other state
California Not to exceed $10.00
Colorado Not to exceed $15.00
Connecticut Lesser of 5% of monthly payment or $10.00
District of Columbia Not to exceed $10.00
Florida Not to exceed $10.00
Georgia Maximum of $10.00
Hawaii Lesser of 5% of monthly payment or $50.00
Idaho Greater of 5% of payment or $5.00
Illinois Not to exceed $10.00
Indiana Not to exceed $15.00 adjusted yearly
Iowa Not to exceed $10.00
Kansas Not to exceed $10.00 or 5% of monthly payment with a. $25.00 maximum 

$5.00 for installment less than $25.00, $10.00 for over $25.00.
Kentucky Ceiling unspecified
Louisiana Parity with late fees being exported into state by out of state banks
Maine Lesser of $10.00 or 5% of delinquent installment
Maryland No statutory limit
Massachusetts Not to exceed the lesser of 10% of balance or $10.00
Michigan No statutory limit
Minnesota Equal to fee permitted by National Banks under MN law (greater of 5% or $5.00)
Mississippi Maximum of $10.00
Missouri Not to exceed $5.00 for installments less then $25.00, $10.00 for installments over
Montana Lesser of 5% of monthly payment or $15.00
Nebraska The greater of 5% of installment or $5.00
Nevada Agreed upon amount, no statutory limit
New Hampshire Agreed upon amount
New Jersey Not to exceed $10.00
New York Agreed upon amount, no statutory limit
North Carolina $5.00 on balance of less then $100.00 and $10.00 on balance of $100 or greater
Ohio Lesser of 5% of monthly payment or $3.00
Oklahoma Greater of 5% of the monthly payment or $12.50
Oregon No Statutory limit other then the charge be reasonable
Pennsylvania Not to exceed $12.00
Rhode Island Not to exceed $12.00
South Carolina 5% of payment not to exceed $10.00 or 40% of $10.00
South Dakota Agreed upon amount
Tennessee Ceiling unspecified
Texas Not to exceed $10.00
Utah Greater of 5% of monthly payment or $20.00
Virginia Agreed upon amount
Washington No statutory limit other than amount must be reasonable
West Virginia Lesser of 5% of monthly payment or $5.00
Wisconsin Not to exceed of $10.00

Not intended as legal advise, opinion of local counsel should be obtained

10/10/95
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V I A  F A C S I M I L E

M r .  G e o r g e  D o z i e r
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a

R e :  H o u s e  B i l l  N o .  3 1 9

D e a r  H r .  D o z i e r :

A t  t h e  r e q u e s t  o f  M r .  J e r r y  R e i n w a n d ,  I  < u s  f a x i n g  t h e  
a c c o m p a n y i n g  m a t e r i a l s  f o r  t h e  u s e  o f  t h e  c o m m i t t e e  m e m b e r s  
a t  t h e  h e a r i n g  o n  H o u s e  B i l l  H o .  3 1 9  s c h e d u l e d  f o r  
W e d n e s d a y ,  J a n u a r y  2 4 t ’ i .

S e c t i o n s  1 0  a n d  1 1  o f  H o u s e  B i l l  H o .  3 1 9  w o u l d  a m e n d  
t h e  A l a s k a  R e t a i l  I n s t a l l m e n t  S a l e s  A c t  w h i c h  g o v e r n s  t h e  
P e n n e y  C o m p a n y ' s  r e t a i l  c r e d i t  a r r a n g e m e n t s  w i t h  i t s  A l a s k a  
c u s t o m e r s .  T h e  e n c l o s e d  m a t e r i a l s  r e l a t e  t o  t h o s e  
a m e n d m e n t s .  T h e y  i n c l u d e ,  w i t h  r e s p e c t  t o  S e c t i o n  1 0 :

1 )  A  c h a r t  t i t l e d  " A l a s k a  R e t a i l  C r e d i t  G r a n t o r s  -
C u r r e n t  S e r v i a e ,  D e l i n q u e n c y  a n d  D i s h o n o r e d  C h e c k  C h a r g e s ? "

2 )  A  p a p e r  t i t l e d  " T h e  C a s e  f o r  L a t e  F e e s  f o r  A l a s k a  
R e t a i l  C r e d i t  G r a n t o r s ? "

3  J A  c h a r t  t i t l e d ,  " R e t a i l  C r e d i t  ( 2  P a r t y )  -  M a x i m u m  
L a t e  P a y m e n t  F e e  A u t h o r i z e d ;  a n d

4 )  A  m a p  t i t l e d  " R e t a i l  C r e d i t  ( 2  P a r t y )  -  S t a t e s  T h a t  
A u t h o r i z e  L a t e  P a y m e n t  F e e . "

T h e y  a l s o  i n c l u d e ,  w i t h  r e s p e c t  t o  S e c t i o n  1 1 :

A )  A  c h a r t  t i t l e d  " R e t a i l  C r e d i t  S e r v i c e  C h a r g e s  -
G o v e r n m e n t  I m p o s e d  R a t e  C e i l i n g s ? "

B )  A  c h a r t  t i t l e d  " R e t a i l  R e v o l v i n g  C r e d i t  ( 2  P a r t y )  -  
O p e n  C o m p e t i t i v e  C r e d i t  M a r k e t  S t a t e s ? "  a n d

C )  P o r t i o n s  o f  a  r e p o r t  t i t l e d  " T h e  E c o n o m i c  I m p a c t s  
o f  R e v o l v i n g  C r e d i t  R e g u l a t i o n  i n  W i s c o n s i n ,  A p r i l  1 9 9 5 ,  
i n c l u d i n g  p a g e s  3 0 - 3 2 ,  a n d  A p p e n d i x  C ,  T a b l e  2 ,  a n d  T a b l e  3
w h i c h  a r e  r e f e r r e d  t o  i n  t h o s e  p a g e s  o f  t h e  r e p o r t  a n d  t h e
b i b l i o g r a p h y  o f  t h e  r e p o r t .  T h i s  r e p o r t ,  u h i o h  w a s  p r e p a r e d

Govern ner* RtUOons Telephone: <916)441-2796 Face (916)441-1828

J. C. Penney Company, lnc» 1201 K S tffc tS u ite 1650, Sacramento. California 95014
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M r .  G e o r g ©  D o z i e r
A l a s k a  H o u s e  C o m m i t t e e  o n  L a b o r  a n d  c o m m e r c e  
J a n u a r y  2 2 ,  1 9 9 6  
P a g e  2

f o r  G o v e r n o r  T o m m y  T h o m p s o n  a n d  t h e  W i s c o n s i n  L e g i s l a t u r e  
a n d  w i l l  b e  u s e d  t o  s u p p o r t  o f  l e g i s l a t i o n  w i t h  t h e  s a m e  
i n t e n t  a s  S e c t i o n  1 1  o f  H . B .  3 1 9  w h i c h  w i l l  b e  i n t r o d u c e d  i n  
t h e  c u r r e n t  s e s s i o n  o f  t h e  W i s c o n s i n  l e g i s l a t u r e .  I n  o u r  
e x p e r i e n c e  t h o  c o n c l u s i o n s  i n  t h e  " M e r c h a n t  C r e d i t "  s e c t i o n  
o f  t h a t  r e p o r t  a r e  a s  r e l e v a n t  t o  A l a s k a  l s  t h e y  a r e  t o  
W i s c o n s i n .

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

s i n c e r e l y  y o u r s

J o h n  H .  A n d r e w
S e n i o r  G o v e r n m e n t  R e l a t i o n s  C o u n s e l

E n c lo s u re s

c c :  j e r r y  R e i n w a n d ( w / e n c l . )
W i l l i a m  J .  D o s s  
F r e d  C .  L u g a r  
S u s a n  W a l t e r s  B i z 6
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A L A S K A  RETAIL CREDIT G R A N T O R S  
C U R R E N T  SERVICE, D E L I N Q U E N C Y  A N D  D I S H O N O R E D  C H E C K  C H A R G E S

-

R E T A IL E R

S T A T E  LA W
G O V E R N IN G
A C C O U N T S

L E G A L  S E R V IC E  
C H A R G E  R A T E

S E R V IC E  
C H A R G E  R A T E  
IN  A L A S K A

D E L IN Q U E N C Y  
C H A R G E  
IN  A L A S K A

D IS H O N O R E D  
C H E C K  C H A R G E  
IN  A L A S K A

C h e v r o n A la s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 0 %  t o  $ 1 , 0 0 0 ;  
8 %  a b o v e

F i r e s t o n e O h io 2 5 % 2 1 .8 4 % -0 - -O-
L a m o n ts O h io 2 5 % 1 0 .8 % $ 1 0 $ 1 0
F r e d  M e y e r S o u t h  D a k o t a N o  s t a t u t o r y  r a t e  

l im i t
2 2 . 4 4 % L e s s e r  o f  $ 1 0  o r  

5 %  o f  m is s e d  
p a y m e n t

$ 1 6

N o r d s t r o m C o lo r a d o 2 1 % 1 8 %  t o  $ 1 , 0 0 0 ;  
v a r i a b le  a b o v e

$ 1 0 $ 1 0

J C P e n n e y A la s k a 1 8 %  to  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 8 %  t o  $ 1 , 0 0 0 ;  
7 . 9 2 %  a b o v e

- 0 - $ 1 0

R a d io  S h a c k T e n n e s s e e 2 4 % 2 2 . 8 % $ 1 6 $ 1 0
i

S e a r s A r iz o n a N o  s t a t u t o r y  r a t e  
lim it

2 1 % -0 - $ 1 0  |

T e x a o o N e b r a s k a N o  s t a t u t o r y  r a t e  
lim i t

2 1 % L e a t o r o f  $ 5  o r  8 %  
o f  m is s e d  p a y m e n t

$ 1 6

T a le s A la s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 8 %  t o  $ 1 , 0 0 0 ;  
8 %  a b o v e

-0* -O -

Th* Information In tMs oh art la upon nradit application* odlaotad In 1W4 and 1MB.
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THE CASE FOR LATE FEES FOR ALASKA RETAIL CREDIT GRANTORS 

BACKGROUND FOR ALASKA HOUSE BILL NO. 319

A " la te  foe" o r "delinquency ch arg e" is a  fee  im posed by a  c red it g ra n to r  on an  
overduo  a c c o u n t Retail c red it custom ers w ho fail to  rem it th e ir  m onthly 
minimum paym ent by th e  a g reed  due d a te  c a u se  th e  re ta ile r  to  incu r additional 
c o s ts  in attem pting to  co llec t ih e  p a s t d u e  acco u n ts . T hese  collection c o s ts  a re  
in addition to  the  norm al c o s ts  incurred  in extending c re d it  and  se rv ic in g  tho 
c re d it  custom er. (One re ta il c. ed it g ran to r opera ting  u n d er A laska law 
e s tim a te s  th o se  co s ts  to  av e rag e  approxim ately $7.80). T hese  additional c o s ts , 
if n o t reco u p ed  by th e  c re d it g ran to r, may show  up in h igher m erch an d ise  
p r ic e s , m eaning th a t  c a s h  cu sto m ers  and  th o se  w ho property  m ake th e ir 
p ay m en ts  provide a  subsidy  to  th o se  who d o n 't a d h e re  to  a g re e d  paym ent 
te rm s . B esides allowing th e  re ta ile r to  offset th e  additional c o s ts  in cu rred , la te  
p ay m en t fe e s  also  provide an  incentive fo r th e  cu sto m er no t to  m iss th e  
p ay m en t in th e  first p lace.

T he b e s t  public policy re sp o n se  to  th is  situation is to  allow re ta ile rs  to  a s s e s s  a  
la te  paym ent fee  on delinquent c red it cu sto m ers  a t  an  am oun t w hich 
e n c o u ra g e s  the  cu sto m er to  m ake timely paym ent and  en ab les  th e  re ta ile r  to  
re c o v e r  the  additional c o s ts  w hich it incurs w hen th e  cu s to m er d o e s  n o t d o  so . 
T hus th e  A laska Retail Installm ent S a les  A ct (RI3A) h a s , s in ce  its  e n a c tm e n t in 
1962, authorized reaso n ab le  la te  fe e s  on retail installm ent co n trac ts ; th a t  is, 
c lo se d -en d  (single p u rch ase) c red it co n trac ts . However, unliko th e  law  in ove. 
th re e -q u a r te rs  o f th e  s ta te s  in th e  country , the  A laska a c t  is  s ilen t w ith r e s p e c t  
to  th e  imposition of la te  fe e s  on th e  now -prevalent revolving c red it acco u n ts .

U nder federa l law, som e c red it g ran to rs  can  and  do  c h a rg e  la te  f e e s  on re tail 
c h a rg e  agreem ents. Such re ta ile rs  ex tend  c red it th rough  a  fed era lly -ch arte red  
"c re d it  c a rd  bank" o r th rough  a  national o r s ta te  bank  lo ca ted  In a n o th e r  s ta te  
u n d e r w hose laws they c a n  legally im pose la te  ch are  2s  on delinquent a c co u n ts  
in A laska. Several such  re ta ile rs  a rc  currently  im posing late f e e s  on  A laska 
re s id e n t custom ers. This pu ts  re ta ile rs  operating u n d er th e  A laska RISA a t  a  
com petitive d isadvantage b ec au se  cu sto m ers will f irs t pay th o se  bills with a  
la te  fee . As a  result, th e  bills from  re ta ile rs  operating  u n d er A laska law g o  to  
th e  bottom  of the s tac k  and  those  from out-cf-state c red ito rs  g e t paid  f i r s t

PROPOSED LEGISLATION - ALASKA HOUSE BILL NO. 319

T he p ro p o sed  legislation, H ouse Bill No. 319, w ould (in Section  10) c o r re c t  th e  
c u r re n t  inequity in th e  A laska Retail Installm ent S a les  A ct by allow ing the  
im position of a  reaso n ab le  delinquency fee no t only w hen a  paym ent on a  retail 
in sta llm en t co n trac t is  la te , b u t a lso  w hen a  paym ent on a  re ta il ch a rg e  
a g re e m e n t is late. H ouse Bill No. 319 re s to re s  fa irn ess  to  c red ito rs  opera ting  
u n d e r A laska 's low and th e  v a s t m ajority o f c red it acco u n th o id ers  w ho pay  th e ir 
bills on tim e and should no t be  requ ired  to  subsidize th o se  who do  not.
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RETAIL CREDIT (2 PARTY)

3
Maximum Late Pavment Fee Authorized

Arizona Not to exceed $5.00 for installment less than $25.00, $10.00 for over $25.00.
Arkansas No statutory limit. Must equal that assessed in at least one other state
California Not to exceed $10.00
Colorado Not to exceed $15.00
Connecticut Lesser of 5% of monthly payment or $10.00
District of Columbia Not to exceed $10.00
Florida Not to exceed $10.00
Georgia Maximum of $10.00
Hawaii Lesser of 5% of monthly payment or $50.00
Idaho Greater of 5% ot payment or $5.00
Illinois Not to exceed $10.00
Indiana Not to exceed $15.00 adjusted yearly
Iowa Not to exceed $10.00
Kansas Not to exceed $10.00 or 5% of monthly payment with a $25.00 maximum 

$5.00 for installment less than $25.00, $10.00 for over $2.,. 00.
Kentucky Ceiling unspecified
Louisiana Parity with late fees being exported into state by out of state banks
Maine Lesser of $10.00 or 5% of delinquent installment
Maryland No statutory limit
Massachusetts Not lo exceed the lesser of 10% of balance or $10.00
Michigan No statutory limit
Minnesota Equal to fee permitted by National Banks under MN law (greater of 5% or $5.00)
Mississippi Maximum of $10.00
Missouri Not to exceed $5.00 for installments less then $25.00, $10.00 for installments over
Montana Lesser of 5% of monthly payment or $15.00
Nebraska The greater of 5% of installment or $5.00
Nevada Agreed upon amount, no statutory limit
New Hampshire Agreed upon amount
New Jersey Not to exceed $10.00
New York Agreed upon amount, no statutory limit
North Carolina $5.00 on balance of less then S100.00 and S I 0.00 on balance of $100 or greater
Ohio Lesser of 5% of monthly payment or $3.00
Oklahoma Greater of 5% of the monthly payment or $12.50
Oregon No Statutory limit other then the charge be reasonable
Pennsylvania Nol to exceed $12.00
Rhode Island Not to exceed $12.00
South Carolina 5% ot payment not to exceed $10.00 or 40% of $10.00
South Dakota Agreed upon amount
Tennessee Ceiling unspecified
Texas Not to exceed $10.00
Utah Greater of 5% of monthly payment or $20.00
Virginia Agreed upon amount
Washington No statutory limit other than amount must be reasonable
West Virginia Lesser of 5% of monthly payment or $5.00
Wisconsin Not to exceed of $10.00

Not inteuded as legal adybv, opinion of local counsel should bo obtained

10/10/95



R e t a i l  C r e d i t  ( 2  P a r t y )  

S t a t e s  T h a t  A u t h o r i z e  L a t e  P a y m e n t  F e e

Late payment feo perm itted A Late fee o f $10.00 o r
V greater perm itted No late fee authorized

If 2
12 /4 /95
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A
RETAIL CREDIT SERVICE CHARGES 

GOVERNMENT-4MPOSED RATE CEIUNGS

StTA-re ANNUALRATE CEILING

1. A/lrona Competitive Markat Rata (No Govomrrvortt-lmpoasd 
CaiGng)

2. California Competitive Market Rata
3. Connecticut Compatitiva Market Rata
4. Delaware Compatitiva Markat Rata
5. Idaho Competitive Market Rata
6. Illinois Competitive Market Rata
7. Kentucky Compatitiva Market Rate
fl. Main* Cc mpetltlve Market Rata
fi. Montane Competitive Market Rata
10. Nevada Compatitiva Market Rato
11. New Hamp chi ra Compatitiva Market Rate
12. New Jaraay Compatitiva Market Rata
13. New Mexico Competitive Market Rata
14. New York Cc patitive Market Rate
IS . North Dakota C orpstltivs Market Rate
IB .O rogon Compatitiva MarketRate
17. Rhod* Island Competitive MarketRate
18. South Carolina Compatitive Market Rate
1 S. South Dakota Compatitiva Market Rata
20. Utah Compatitiva Market Rate
21. V irginia Competitive Market Rata
22. Washington Competitive Market Rata
23. Florida Parity (highest rate Imported Into stale by out-oh 

state bank)
24. Louisiana Parity
23. Ohio 25%
26. Hawaii 24%
27. Maryland 24%
26. Colorado 21%
29. Georgia 21%
30. Indiana 21%
31. Mlaaiaaippj 21%
32. Okluliuma 21%
33 .T«nn *< iM 21%
34. Vermont 21K
35. Wyoming 2.%
36. Ttxae 1 ority (with munmua of 21 %)
37. North Carolina 2 . lio n  Brat 3800 o f balance. 18% on remaining 

balance
36. Alabama 21% an Brat $760 o f balance, 18% on remaining 

balance
39. Kanaaa 21% on fira t $1,000 of balance, 14.4% on remaining 

21% on Hr*t $500 o f balance, 16% on remaining40. Nebraska
41. ICchigari 20.4%
42, Missouri 20.04%
43. Iowa 19.6%
44. Massachusetts 16%
45. Minnesota 16%
48. Pennsylvania 18%
47. Waet Virginia 18%
48. Wiaoonsin 16%
49. Alaska 18% on fira t $1,000 of balance, 5% plua the Paderal 

Discount Rata (ourrsnHy ff%%) on remaining
balance

50. Arkansas S% plua the Federal Discount Rate (currently 5%%) 
(Constitutional provision)

Note: Legislation which would ramovs govarrvnsnt-imposed ra t* catling* (a oierentfy ponding in 
AJostia, Indiana and Uiaaouri.

1/72/M



RETAIL R E V O L V I N G  CREDIT (2 PARTY)

O P E N  COMPETITIVE CREDIT M A R K E T  S T A T E S  
(NO STATUTORY FINANCE CHARGE RATE CEILING)

A R IZ O N A

C A L IF O R N IA

C O N N E C T IC U T

D E L A W A R E

IDAHO
IL L IN O IS
K E N T U C K Y

M A IN E

M O N T A N A

N E V A D A

N E W  H A M P S H IR E  

N E W  J E R S E Y  

N E W  M E X IC O  

N E W  Y O R K  

N O R T ? I D A K O T A  

O R E G O N  

R H O D E  IS L A N D  

S O U T H  C A R O L IN A  

S O U T H  D A K O T A  

UTA H  

V IR G IN IA  

W A S H IN G T O N

"PARITY" STATES"

(IN-STATE RETAILERS MAY USE HIGHEST RATE 
BEING IMPORTED INTO STATE BY OUT-OF-STATE BANKS)

FLORIDA
L O U IS IA N A

H o le :  L e g i s la t i o n  w h ic h  w o u ld  r e m o v e  g o v e m m e n t - im p a s o d  r a t o  c e i l i n g s  Is  c u r r e n t ly  

p o n d in g  in  A la s k a ,  In d ia n a  a n d  M is s o u r i .  1 / 2 2 / 9 8

JfH-- 23 ’9 &  !_;• 11 F R  JCF 30UT RELF.TIOMS 91b4411b2b TO L9074652819 -'.(Jb-'IV
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c

T h e  E c o n o m i c  I m p a c t s  o f  R e v o l v i n g  C r e d i t  

R e g u l a t i o n  i n  W i s c o n s i n

A p r i l  1 9 9 5

J a m e s  M .  J o h a n n e s  

P r o f e s s o r  a n d  C h a i r  

D e p a r t m e n t  o f  F i n a n c e ,  I n v e s t m e n t  &  B a n k i n g

S c h o o l  o f  B u s i n e s s  

U n i v e r s i t y  o f  W i s c o n s i n - M a d i s o n
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Appendix C

G overnm ent and A cadem ic Studies of U sury Law s: Sam ple Conclusions

"In general, various empirical studies on consumer credit and mortgages support 
die idea that when usury ceilings arc binding the volume o f loans declines, lenders 
try to upgrade quality to the detriment o f lower income individuals and noninterest 
methods of compensation increasingly arc employed." (James Van Home, Financial 
Market Rates and Flows, p. 222).

"Interest rates have always been an object of suspicion. No longer is lending at 
interest a crime but in m ost place a maximum rate b  set by law. Unfortunately, 
the ceiling is often far below what would be set by the competitive supply and 
demand market after account is taken of riskiness and administrative expense 
connected with small loans. The result? Funds dry up. The cheap money you 
can ’t get does you little good. Veterans who tried to get mortgages learned this in 
the 1950’s. College students trying to get tuition loans..Teamed this in the 1960’s 
and 1970’s." (Paul Samuelson, Economics, 11th ed., p. 370)

"We have learned too siowly and painfully that while government interest rate 
ceilings may hold down the cost of a loan, they frequently result in a customer’s 
getting no loan at all." (Peter S. Rose, Money and Capital Markets, p. 360).

"A significant finding by this government sponsored study (Report ofthe National 
Commission on Consumer Finance, 1972) is that ’st ile legislation especially has 
tended to restrain competition and unnecessarily segment the consumer credit 
marker’...the commission studied numerous other aspects o f consumer lending in 
terms of their overall effect on the public. Generally, the legislation (such as usury 
laws) which seeks one improvement produces undesirable side effects such as 
reduced credit availability or service..Jn addition to advocating the repeal of 
restrictive state legislation the commission recommended improving consumer 
knowledge and industry competition.” (Robert Edmister, Financial Institutions, 
Markets and Management, pp. 262-3)

"Nevertheless, a number of states have succeeded in liberalizing their usury laws, 
in some cases tying the ceiling rate to a market rate. However, other states have 
encountered serious difficulties in obtaining revision, and their consumers have 
suffered as a consequence." (Economic Perspectives, tcderai keserve Bank of 

'Chicago. Sept/Oct 1980, p. 17)



{'tttl au<l Revenue Kotins fur Srlccled Types nf llnnk Credit, I'JVI*

J km Credit Curd Insta llm ent Real estate 
uiurglnge

Commercia l 
uud other

•
Percent o f 

outstanding 
balances1

Percentage
distribution

Percent o f 
outstanding 

balances*

Percentage
distribution

Percent o f 
uusiundlng 
balances1

Percentage
distribution

Percent o f 
outstanding 
balances*

Percentage
distribution

Revenue .

Interest 14.9 57 11.5 •97 10.2 95 10.0 97
Ntmrnlcrcsi1 11.0 4 2 .4 .1 .5 5 .3 3

|  Total'Revenue 26.(1 UX) 11.9 UK) 10.7 too 10.3 too

Cost
Operating 13.1 57 3.4 33 1.4 18 2.1 23
Credit losses 3.5 15 .7 7 J 4 .8 9
Cust o f  funds 6.2 27 6 .2 60 6.3 79 6.2 68

Totul Cosl 22.8 UK) 10.3 too 8.0 100 9.1 too

Net fam ing * be fo re  
la s ts

3.1 *•« 1.7 11% 2.7 •%• M . .

1. Daia reflect averages o f cost nnd revenue a llegories weighted by average outstanding balances fo r  three size groups presented in the 1991 National
Average R ep o r . Components may no l eume to totals bcatu je o f rounding.

2. Outstanding balances are average amounts outstanding fo r the year.

3. For credit cud * , includes tneichant discounts, and penally and cush advance fees.

Source; Federal Reserve bulletin. September 1992
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) Cost and  Revenue Ratios fo r  M erchan t Provided C red it 1992I

)

Revenue P ercen t o f O utstandings Percent C on tribu tion

Interest 15.10 100
Noninterest

Total 15.10 100

Cost

Operating 7.28 41
Credit Losses 3.45 20
Cost of Funds 6.94 39

Total 17.67 100

Net E arnings before taxes -2.57

S o u rc e :  R ay  McAlister. "Consumer Credit: An Introduction," University o f North Texas
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VI. M erchan t C red it

This study, like many others, has focused primarily on the bankcard market Another 

significant player in the revolving credit market is retail stores. Retail open-end credit, or 

"merchant credit," is different than bankcard credit

As Table 5 illustrates, retail credit accounts for about 19% of all outstanding open-end credit, 

but 48% of all outstanding open-end accounts. The penetration of retail accounts in this 

market attests to the importance of availability of open end credit to consumers and 

merchants. One reason 48% of the accounts make up only 19% of the outstanding balances 

is that balances carried on retail credit cards ate typically much smaller. GE Capital, for 

example, reports average outstanding balances on retail credit it issues for firms like 

Montgomery Ward, Casual Comer and American TV of about S230. A recent study by 

Professor Ray McAlister at the University of North Texas [8] reports that over 80% of retail 

customers sampled in California had outstanding balances less than $200.

As mentioned in Section II, there axe several significant differences between bankcard and 

retail card revenues and expenses. Tables 2 and 3 show that retailers receive little fee income 

and rely primarily, if not exclusively, on finance charges for revenue. They also show that on 

the expc.sc side, interest expense is typically higher than it is on hmkeards because retailers 

must borrow money from banks.

Less revenue and higher expenses imply that retailers have a very difficult time running 

profitable credit operations when all they can charge is 18%. Unprofitable operations create 

three problems. The first is that merchants attempt to recover losses on credit operations not 

by charging higher fees but by charging higher prices. The problem this creates is that all 

purchasers, not jusi credit users, pay the higher prices. As a result, cash payers subsidize 

credit users. This phenomenon is well-known as the last quote in Appendix C from a Federal 

Reserve Study of Retail Credit aitests.

3 0
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The second problem is that this can put local merchants at a serious competitive disadvantage 

when they, because of usury ceilings, cannot charge the market clearing rate for retail open- 

end credit. In this situation, local merchants must raise prices in cover credit losses such as 

those illustrated in Tabic 3. National merchants, who import rates from National Banks they 

hase set up in other States, charge market {jjhring rates at which their credit programs are 

profitable. Because the credit operations of those national merchants ai least break even at 

the higher rates, they do not have to charge higher prices to recover losses on credit 

operations. Hence their prices are lower and put them at a competitive advantage over local 

merchants.

A third problem usury limits create for merchants is that merchants abandon in house credit 

in favor of bankcards and thereby lose an important tool to create customer ailegiance. In the 

process consumers lose a local source of credit

Table 18 illustrates the fact that many national chains operating in Wisconsin are currently . 

importing these higher rates through their banking affiliates. This raises an important issue. 

Local merchants who do not want to play this cash price subsidy game can always contract 

with a national bank to offer credit from a neighboring state. The problem with this is that it 

results in the export of credit operations and jobs to neighboring states, consumers are denied 

access to local credit, and local residents just end ur paying the higher rate anyway. As 

interest rates in the economy are again rising, several banks have indeed positioned 

themselves to provide these credit services from states where finance charges are deregulated. 

Household Bank. Illinois, for example, issues these "private label" cards for companies like 

Builders Square. GE Credit issues Home Depot private label cards through its affiliate 

Monogram Bank in Georgia. The list of merchants they provide credit for in regulated States 

is growing.

Like the bankcard discussion above, however, it is important to consider two issues. Is there 

enough competition in retail credit to ensure that consumers will pay a fair price for retail 

credit, and. what has the experience been on the retail side when retail rates are deregulated?

31
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The answer to the first question is that most merchants accept bankcards as well. If the 

merchant’s rate is not competitive, consumers will just use bankcards to pu rchase goods.

Tl’.is is true of many major retailers like Penney’s, Sears, Goodyear, Marshall Field’s,

Limited, etc. In other words, for the most part, this market is just as competitive as the 

bankca rd market because they are typically one and the same market.

As for experience with deregulation, a recent study by McAlister [8] found that two years 

after Washington deregulated open end credit in 1992, nearly 75% of retailers had not 

changed their finance charge even though State law allowed them to do so. Indeed only one 

of the largest eight companies raised its finance rate. This evidence is entirely consistent with 

the view that competition dictates die finance charges on revolving credit, not State Statutes.
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January 31, 1906

Members of the Alaska State Legislature 
State Capitol 
Juneau, Alaska 99801

Re: HB-319 and SB-157

Dow Members of tbc Legislator*:

Avco Financial Services, who is headquartered in Costa Mesa, California but has on operating 
branch located in Anchorage, supports HB-319 and SB-157. These bills make certain positive 
rhanjriM by oprfgfing tbc Alaskan Statutes that affect small loans and retail installment 
transactions. If pasied into law, these bills will help both the industry and the consumer. Their 
passage will «1*i allow further expansion of our services within the Stale of Alaska.

T want to thank the members for considering these bills and would like to urge their passage.

S in c e re ly ,

H, Lee Rowell

HLR:cb

b c c ;  M r .  J o h n  H i g g i n s
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CS FOR HOUSE BILL NO. 319(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

B Y  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E

O f f e n d :

R e fe r r e d :

S p o n s o r s ) : H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E  B Y  R E Q U E S T

A BELL

FOR AN ACT ENTITLED 

"An Act relating to the regulation of small loan and retail installment 

transactions."

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

* Section 1. AS 06.20.030(a) is amended to read:

(a) Investigation expenses incurred by the department in processing an 

application for licensure shall be charged to and paid by the applicant under 

AS 06.01.010. At the time of submitting the application to the commissioner, the 

applicant shall pay to the department $1.000 [$400] in partial payment of those 

investigation expenses incurred by the department. [IF THE INVESTIGATION 

EXPENSES INCURRED BY THE DEPARTMENT DO NOT EXCEED $400, THE 

REMAINDER SHALL BE PROMPTLY REFUNDED TO IH E  APPLICANT.]

* Sec. 2. AS 06.20.030(b) is amended to read:

(b) An applicant shall pay to the department at the time of submitting an 

application a sum, in addition to that specified in (a) of this section, of $500 for a

/ <rye$-rJ
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single office license, or $2.000 for a multiple office license [$200] as an annual 

license fee for a period terminating on the last day of the current calendar year. [IF 

THE APPLICATION IS FILED AFTER JUNE 30, THE ADDITIONAL SUM IS 

$100.]

* Sec. 3. AS 06.20.040 is amended to read:

Sec. 06.20.040. LIQUID ASSETS REQUIRED. An applicant shall prove, in 

form satisfactory to the department, that the applicant has available for the operation 

of the business at the location specified in the application, liquid assets of at least 

$25,000, or. in the case of a multiple office license, that the equivalent amount is 

available to each office from a central account maintained bv the applicant 

[$20,000].

* Sec. 4. AS 06.20.050 is amended to read:

Sec. 06.20.050. BOND. The applicant shall file with the application a bond 

to be approved by the department in which the applicant shall be the obligor, in the 

sum of $25.000 [$5,000] with one or more sureties. Only one bond is required for 

an application for a multiple office license. The bond shall be for the use of the 

state and any person who may have a cause of action against the obligor under this 

chapter. The bond must state that the obligor will faithfully conform to and abide by 

the provisions of this chapter and of all regulations lawfully adopted by the 

department, and will pay to the state and to any person all money that may become 

due or owing to the state or to the person from the applicant under this chapter.

* Sec. 5. AS 06.20.060 is amended to read:

Sec. 06.20.060. ISSUANCE OF LICENSE. Upon the filing of the application, 

the payment of the fees and the approval of the bond, the department shall issue a 

license to the applicant if it finds upon investigation that (1) the financial 

responsibility, experience, character, and general fitness of the applicant and of its 

members if the applicant is a copartnership or association, and of its officers and 

directors if the applicant is a corporation, are such as to command the confidence of 

the community and to warrant belief that the business will be operated honestly, fairly, 

and efficiently within the purposes of this chapter, and (2) allowing the applicant to 

engage in business at the location will provide accessibility and [PROMOTE THE]

WORK DRAFT WORK DRAFT WORK DRAFT
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convenience for borrowers of money [AND ADVANTAGE OF THE COMMUNITY 

IN WHICH THE BUSINESS IS TO BE CONDUCTED], and (3) the applicant has 

available for the operation of the business at the specific location liquid assets of at 

least $25.000. or. in the case of a multiple office license, that the equivalent 

am ount is available to each office from a central account maintained bv the 

applicant [$20,000]. The foregoing facts are conditions precedent to the issuance of 

a license under this chapter. The license permits the applicant to make loans in 

accordance with this chapter at the location or locations specified in the application. 

The license remains in full force and effect until it is surrendered by the licensee or 

revoked or suspended. If the department denies the application, it shall notify the 

applicant of the demal, bill the applicant for any outstanding expenses incurred by the 

department during the investigation and return the bond if those expenses have been 

paid. The department shall approve or deny every application for license within 60 

days from the filing of the application with the fees and the approved bond. If the 

application is denied, the department shall, within 20 days thereafter, serve upon the 

applicant a copy of the written decision and findings. The decision and findings may 

be reviewed in the manner provided in AS 44.62.560 and 44.62.570 (Administrative 

Procedure Act).

* Sec. 6. AS 06.20.090 is amended to read:

Sec. 06.20.090. PLACES OF BUSINESS, (a) A licensee may maintain only 

one place of business under a single office [THE] license, or up to 10 places of 

business under each multiple office license. The department may issue more than 

one license to the same licensee upon compliance with the provisions of this chapter 

governing the original issuance of a license.

(b) If a licensee changes the place of business to another location within the 

same municipality, the licensee shall give wiitten notice to the department in advance. 

Upon approval, the department shall issue an amended license for [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 ATJ the new location. 

A licensee may not change the place of business to a location outside the municipality

I'M |W I|IIH |I |I | iw n— ll lillM IM IlW llliH  I
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1 in which the licensee is authorized to do business.

2 * Sec. 7. AS 06.20.180 is amended to read:

3 Sec. 06.20.180. BOOKS AND RECORDS OF LICENSEES. Each iicensee

4 shall keep and use in the licensed premises [BUSINESS] those books, accounts, and

5 records that will enable the department to determine whether the licensee is complying

6 with this chapter and with the regulations lawfully adopted by the department under

7 this chapter. The maintenance of separate books and records for another business

8 authorized bv the department under AS 06.20.210 is not required. The method

9 of tracking and numbering the loans shall be determined bv the licensee, as long

10 as the system enables the departm ent to perform the departm ent’s obligations

11 under this title. The licensee shall preserve the books, accounts, and records,

12 including cards used in the card system, if any, for two years after making the final

13 entry on any recorded loan.

14 * Sec. 8. AS 06.20.240 is amended to read:

15 Sec. 06.20.240. LOANS FOR PURPOSE OF OBTAINING HIGHER

16 INTEREST. [A LICENSEE MAY NOT INDUCE OR PERMIT A BORROWER TO

17 SPLIT UP OR DIVIDE A LOAN.] A licensee may not induce or permit a person, or

18 a husband and wife jointly or severally, to split up or divide a loan or to become

19 obligated, directly or contingently or both, under more than one loan contract at the

20 same time, for the purpose or with the result of obtaining a higher rate of interest than

21 would otherwise be permitted by AS 06.20.230. However, a licensee mav enter into

22 new or different loan transactions with the borrower or the borrower's spouse at

23 a different time so long as tho purpose of the additional transaction does not

24 violate this section.

25 * Sec. 9. AS 06.20.250 is amended by adding new subsections to read:

26 (d) Loan contracts must provide for substantially equal payments, and the

27 payments must be due at least once a month, with the first payment beginning not later

28 than 45 days from the dale the loan is made.

29 (e) If the irregular payment is confirmed in writing by the borrower, and the

30 method of repayment is consistent with the maximum term and annual interest rate

31 provided in this chapter, and if a borrower demonstrates sufficient seasonal or

WORK DRAFT WORK DRAFT WORK DRAFT
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extraordinary income to support repayment of a loan, the loan contract may provide 

for irregular paynents and first payment loan extensions greater than 45 days from the 

date the loan is made.

* Sec. 10. AS 06.20.260(a) is amended to read:

(a) A further or other charge or amount for an examination, service, brokerage 

commission, expense, fee, bonus, or other thing may not be directly or indirectly 

charged, contracted for, or received except

(1) lawful fees actually paid out by the licensee to a public officer for 

filing, recording, or releasing any instrument securing the loan, or premiums payable 

for insurance in lieu of perfecting a security interest if the premiums do not 

exceed the fees that would otherwise normally be incurred for perfecting, filing, 

recording, and releasing the security interest, or for transferring certificate of title 

to a motor vehicle securing the lien or noting a lien on that certificate;

(2) premiums actually paid out for insurance on any one or combination 

of the following: pledged property of the borrower, or consumer credit insurance; in 

this paragraph, "consumer credit insurance" has the meaning given in AS 21.57.160;

(3) taxable costs and expenses to which the licensee becomes entitled 

under general law in any court proceedings to collect a loan or to realize on the 

security after default;

(4) for loans of $10,000 or less that are secured hv an interest in 

real estate, reasonable costs and fees paid by a licensee for appraisals, surveys, and 

title insurance or reports [IF THE LOAN IS SECURED BY AN INTEREST IN REAL 

ESTATE];

(5) for loans over $10.000. whether or not secured bv an interest 

in real estate, reasonable costs and fees paid bv a licensee for appraisals, surveys, 

title insurance or reports, and credit reports;

(6) a late payment fee of not more than 10 percent of the payment that 

is due or $25 [$15], whichever is less;

(7) a fee for dishonored checks not to exceed $25 for each 

dishonored check:

(8) reasonable attorney fees, actual expenses, and costs incurred in

WORK DRAFT WORK DRAFT WORK DRAFT
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connection with the collection of a delinquent debt or a foreclosure if the 

collection or foreclosure is referred to an attorney who is not a salaried employee 

of the licensee a <e balance then owing on the debt exceeds $5.000;

(9) actual expenses and costs incurred in connection with a

repossession.

* Sec. 11. AS 06.20.287 is amended to read:

Sec. 06.20.287. CREDIT INSURANCE ON OPEN-END LOANS, (a) A 

licensee may obtain consumer credit, credit loss of income, and property insurance on 

open-end loans under this chapter. The consumer credit insurance obtained by a licensee 

shall satisfy the requirements of AS 21.57. The property insurance obtained by a 

licensee shall satisfy the requirements of AS 21.39 and AS 21.42. The licensee shall 

comply with AS 21.36.160 and 21.36.165 during all transactions with borrowers 

involving consumer credit, credit loss of income, and property insurance.

(b) The licensee shall calculate the charge for credit iife. credit loss of income. 

or disability insurance in each billing cycle by adding to the unpaid balance in the 

borrower’s account the current monthly premium rate for the coverage required at the 

rate set under AS 21.57, using the method specified in the loan agreement for 

determining the unpaid balance.

(c) A licensee may not cancel credit life, credit loss of income, or disability 

insurance obtained for an open-end loan if the borrower is delinquent in paying the 

monthly installments unless an installment is delinquent for 90 days or longer. The 

licensee shall advance to the insurer amounts necessary to keep the policy in force until 

the 90-day delinquency period has elapsed, and the borrower’s account may be charged 

for the amounts advanced to the insurer.

* Sec. 12. AS 45.10.070(b) is amended to read:

(b) Except when the service charge is computed on nn add-on or simple 

interest basis, the [THE] amount of the refund credit shall be computed according to 

the "rule of 78ths"; that is, it shall represent at least as great a proportion of the original 

service charge over $25 in case of a retail installment sale of a motor vehicle, or $10 in 

case of a retail installment sales of goods other than a motor vehicle, as (1) the sum of 

the monthly or other periodic unpaid balances under the schedule of payments in the 

contract beginning as of the date after the prepayment that [WHICH] is the next

WORK DRAFT WORK DRAFT WORK DRAFT

C S H B  3 1 9 ( L & C )  -6-

New T e x t  U n d e r l in e d  [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

succeeding monthly or other periodic anniversary date of the due date of the first 

installment under the contract, or, if the prepayment is before the due date of the first 

installment under the contract, then as of the date after the prepayment that [WHICH] 

is the next succeeding monthly or other periodic anniversary date of the date of the 

contract bears to (2) the sum of all the monthly or other periodic unpaid balances under 

the schedule of installment payments in the contract.

* Sec. 13. AS 45.10.080(a) is amended to read:

(a) If authority to do so is contained in the contract or agreement the [THE] 

holder of a retail installment contract or retail charge agreement may [NOT] collect 

any delinquency, [OR] collection or dishonored check charges. [CHARGE OTHER 

THAN] attorney fees, court costs, and disbursements [UNLESS THE CONTRACT SO 

PROVIDES]. In this case, the charge must [SHALL] be reasonable, and no attorney fee 

may be recovered unless the contract is referred for collection to an attorney not a 

salaried employee of the holder.

* Sec. 14. AS 45.10.120 is repealed and reenacted to read:

Sec. 45.10.120. EXTENT OF SERVICE CHARGE, (a) Notwithstanding any 

other law, the service charge included in a retail installment contract, retail charge 

agreement, revolving charge agreement, or other retail charge agreement must be at the 

rate agreed upon by the retail seller and the buyer.

(b) This section does not limit or restrict the method of computing the service 

charge, whether by way of add-on, simple interest, or otherwise, so long as that method 

is disclosed in the contract and agreed upon by the retail seller and the buyer.

* Sec. 15. AS 45.10.220(3) is amended to read:

(3) "official fees" means the amount of the fees set by law for filing, 

recording, or otherwise perfecting and releasing or satisfying a retained title, lien, or 

other security interest created by a retail installment transaction or premiums payable 

for insurance in lieu of perfecting a security interest if the nremiums do not exceed 

the fees that would otherwise normally be incurred for perfecting, filing, recording, 

or otherwise perfecting and releasing or satisfying a retained title, lien, or other 

security interest:

WORK DRAFT WORK DRAFT WORK DRAFT
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A l a s k a  S t a t e  L e g i s l a t u r e

House of Representatives
LABO R & CO M M ERCE, CHAIRMAN 
MILITARY & V ETER A N S AFFAIRS, CHAIRMAN

INTERNATIONAL TRA D E / TOURISM 
LEG ISLA T IV E COUNCIL

COMMITTEE ASSIGNMENTS:

COMMUNITY & REGIONAL AFFAIRS 
R ES O U R C ES SESSIO N :

STATE CAPITO L 
JUNEAU, AK 99801-1182 
PHONE (907) 465-3777 
FAX (907) 465-2819

EA G LE R IV ER , AK 99577 
PHONE (907) 694-8944 
FAX 604-694#-

INTERIM:
10928 EA G LE  R IV ER  ROAD, SU ITE  141

S P O N S O R  S T A T E M E N T  

H B  319

Alaska's Small Loan Act (AS 6.20) was initially adopted in 1955 and has not 
significantly been amended since 1982. Our Retail Installment Sales Act was adopted even 
earlier, and its last significant amendment occurred in 1980.

Over the years, practices within the credit industry have undergone immense changes. 
However, Alaska’s law has not kept pace, thereby unfairly burdening this industry vis a vis 
outside competitors. As a consequence of our archaic approach to credit and lending 
transactions, Alaskan businesses suffer a competitive disadvantage. HB 319 is intended to 
remedy this situation by updating certain provisions that are no longer relevant to 
contemporary business practices. Among other things, this bill would accomplish the 
following:

It increases application and annual fees requirements applicable to licensed lending 
institutions.

It increases the liquid asset requirements that lending institutions m ust satisfy to do 
business from $20,000 to $25,000.

It increases the bonding requirements imposed on lending institutions from $5000 to
$25,000.

It allows licensees to maintain books and records consistent witli contemporary data 
processing methods.

It authorizes irregular payments when borrowers have a seasonal incomes.

It authorizes lending institutions to operate several branches under a single license, 
provided that the licensee maintains liquid assets in the amount of $25,000 for each office it 
operates.

It broadens the scope of non-interest fees that lenders may charge borrowers.

HB 319 clarifies and broadens the scope of fees and charges that may be imposed in 
connection with transactions.

It increases service charges to 1.5% per month (18% per year). In so doing, it removes 
the present cumbersome system based on graduated rates.

It respectfully is submitted that HB 319 removes several anachronisms in Alaska law 
and serves to make Alaska credit businesses more competitive with outside firms.

S m a l l L o a n  A c t

R e t a i l I n s t a l lm e n t S a le s  A c t

R e p r e s e n t a t i v e
7~* _ X  „  T T '^ 4 . 4 - a
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LEGAL SERVICES

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

D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A
130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

M E M O R A N D U M November 17, 1995

SUBJECT Sectional Summary of HB 319 (Work Order No. 9-LS1095\A)

TO Representative Pete Kott
Attn: George Dozier

FROM: Theresa Bannister
Legislative Counsel

You have requested a sectional summary of the above-described bill.

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

Section 1. Increases to $1,000 (from $400) the amount diat an applicant is to pay with the 
application to the Department of Commerce and Economic Development as part payment 
for the department's expenses of investigating an application for a license under the Alaska 
Small Loans Act. Deletes a refund requirement.

Section 2. Increases the annual license fee to be paid to the department for a license under 
the Alaska Small Loans Act. Establishes a higher fee for a multiple office license.

Section 3. Increases to $25,000 from $20,000 the value of the liquid assets that a person 
applying for a license under the Alaska Small Loans Act must have available to operate die 
business. A person having multiple offices must demonstrate that an equivalent amount is 
available to each office from a central account maintained by the applicant.

Section 4. Increases to $25,000 from $5,000 the amount of the bond required for an applicant 
for a license under the Alaska Small Loans Act to file with the department.

Section 5. Conforms the language in the license issuance section to the new liquid assets 
requirements established in sec. 3 of the bid. Also requires the department to determine that 
allowing the applicant to engage in business at the location will provide accessibility and 
convenience for borrowers.

Section 6. Allows a licensee to maintain one place of business under a single office license 
or up to 10 places of business under a muldple office license. Directs the department to issue



an amended license to a licensee after approving a change of location for the licensee's place 
of business within the same municipality.

Section 7. States that a licensee is not required to maintain separate books and records for 
another business operated by the licensee on the premises and authorized by tlie department. 
States that the licensee is to determine the method of tracking and numbering the loans as 
long as the system enables the department to perform the department's obligations under AS 
06.

Section 8. Adds certain requirements for the loan contracts. The contracts must provide for 
substantially equal payments, payments due at least monthly, and a first payment not later 
than 45 days from when the loan is made. Allows a loan contract to provide for irregular 
payments and a later first payment if certain listed conditions are met ("first payment loan 
extensions" should read "first payment extensions").

Section 9. Allows a fee to be charged for c rtain insurance premiums under certain 
conditions in place of perfecting a security interest. Allows, for loans over $10,000, a charge 
for reasonable costs and fees for appraisals, surveys, title insurance or reports, and credit 
reports. Changes tlie late payment fee that can be charged. Allows a fee to be charged for 
dishonored checks in an amount established by the department based on existing commercial 
rates. Allows a charge for reasonable attorney fees, actual expenses, and costs incurred in 
connection with the collection of a delinquent debt, a repossession, or a foreclosure under 
certain conditions.

Section 10. Authorizes the holder of a retail installment contract or retail charge agreement 
to collect certain delinquency, collection or dishonored check charges, attorney fees, court 
costs, and disbursements, if the contract or agreement allows this and the parties agreed to 
it.

Section 11. Conforms (a) of the section to certain changes made in sec. 10 of the bill. 
Changes tlie service charge that a seller or holder of a retail installment contract may collect 
to an amount that may not exceed one and one-half percent a month of the unpaid balance. 
Changes the service charge that a seller or holder of a retail charge agreement may collect 
to an amount that may not exceed one and one-half percent a month computed on 
outstanding monthly balances.

Section 12. includes certain insurance premiums in the definition of "official fees."

If I may be of further assistance, please advise.

Representative Pete Kott

N o v e m b e r  17, 1 9 9 5

P a g e  2

TLB:Imb:pl
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S U M M A R Y  O F  C O N T E N T S

SB 157
"A n  A c t r e l a t i n g  to  t h e  r e g u l a t i o n  o f  s m a l l  l o a n  

a n d  r e t a i l  i n s t a l l m e n t  t r a n s a c t i o n s "

A la s k a  S m a ll  L o a n  A c t

A d o p te d  in to  la w  in  1 9 5 5 ; la s t  s ig n if ic a n t a m e n d m e n t  in  1 9 8 2 .

P r in c ip a l c h a n g e s :

1. A p p lic a tio n  fe e  in c re a s e d  f ro m  $ 4 0 0  to  $ 1 ,0 0 0  a n d  
a n n u a l  fe e  in c r e a s e d  f ro m  $ 2 0 0  to  $ 5 0 0 ; m u lt ip le  o ffice  
lic e n se  c r e a te d  w ith  $ 2 ,0 0 0  a n n u a l  fe e  f o r  10 o ffice s .

2. L iq u id  A sse t a n d  b o n d  r e q u i r e m e n ts  in c r e a s e d  to  
$ 2 5 ,0 0 0  e a c h  f ro m  $ 2 0 ,0 0 0  a n d  $ 5 ,0 0 0 , re sp e c tiv e ly .

3. S ta n d a r d s  fo r  b o o k s  a n d  r e c o rd s  m a d e  c o n s is te n t  w ith  
m o d e m  d a ta  p ro c e ss in g  c o n c e p ts .

4 . I r r e g u la r  r e p a y m e n ts  a u th o r iz e d  f o r  A la s k a n s  w ith  
s e a so n a l in c o m e , e .g ., f is h e rm e n  o r  c o n s tr u c t io n  w o rk e rs .

5. Loan a g re e m e n ts  in c lu d e  c o s t o f  c r e d i t  r e p o r ts ,  $25 
la te  p a y m e n t  fee  a n d  c o s ts  in c u r re d  in  c o lle c tio n s .

A la s k a  R e ta i l  I n s t a l l m e n t  S a le s  A c t ("A R ISA ")

A d o p te d  in to  la w  in  1 9 6 2 ; la s t  s ig n if ic a n t a m e n d m e n t  in  1 9 8 0 .

P r in c ip a l c h a n g e s :

1. C la rifie s  a p p r o p r ia te  co s ts  to  b e  in c lu d e d  in  lo a n s .

2 . A m e n d s  s e rv ic e  c h a rg e s  fo r  f ix e d  te r m  a n d  re v o lv in g  
c h a rg e  a g re e m e n ts  to  1 1 /2 %  p e r  m o n th  o r  18%  p e r  y e a r ,  
s im p lify in g  tl ie  c u r r e n t  c o m p le x  r a t e  s t r u c tu r e .



STA TU TO RY  SERVICE CHARGES FO R CO N SU M ER CREDIT 
( I n t e r e s t  R a te s  o n  C o n s u m e r  L o a n s )

CU RREN T A N N U A L RATES IN  ALL 15  W ESTER N  STATES
I n  E f fe c t  i n  A p r i l  1 9 9 5

S ta te

A r iz o n a
C a lifo rn ia
C o lo rado
H aw aii
Id a h o
M o n ta n a
N e v a d a
N ew  M ex ico
N o rth  D a k o ta
O regon
S o u th  D a k o ta
U ta h
W a s h in g to n
W y o m in g

A la s k a :

C u r r e n t  L aw

SB 1 5 7  P ro p o s a l

R e v o lv in g  C re d it  L o a n  
A ssu m e  S 3 .0 0 0  b a la n c e

N o L im it 
N o L im it 
21.0%
24.0%
N o L im it 
N o L im it 
N o  L im it 
N o L im it 
N o L im it 
N o  L im it 
N o L im it 
N o  L im it 

N o L im it (e x p . 6 -3 0 -9 5 )  
21.0%

F ix ed  T e rm  A u to  L oan  
A ssu m e  $ 1 0 .0 0 0  b a la n c e

N o L im it 
19.2%
16.4%
24.0%
N o L im it 
N o L im it 
N o  L im it 
N o  L im it 
N o L im it 
N o L im it 
N o L im it 
N o L im it 

N o L im it (ex p . 6 -3 0 -9 5 ) 
22.5%

12.8%

18.0%

14.5%

18.0%

I n d u s t r y  R e q u e s t  24 .0%  o r  H o L im it 24 .0 %  o r  N o L im it
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GOVERNMENT-IMPOSED RATE CEILINGS 
REVOLVING RETAIL CREDIT

S T A T E ANNUAL RATE CEILING

1. A riz o n a
2 . C a li fo rn ia
3 . C onnec ticu t
4 . D e law a re
5 . Id aho
6 . I l lin o is
7 . K en tu ck y
8 . M on tana
9 . N evada
10. N ew  H am psh ire
11 . N ew  Je rsey
12. N ew  M ex ic o
13. N ew  Y o rk
14. North Dakota
15. O regon
16. Sou th  C a ro lin a
17. Sou th  D ako ta
18. U tah
19. V irg in ia
2 0 . W ash ing ton
2 1 . F lo r id a
2 2 . L ou is ian a
2 3 . T exas
2 4 . O h io
2 5 . H aw aii
2 6 . M a ry lan d
27 . C o lo ra d o
2 8 . G eo rg ia
2 9 . Ind iana
30 . M iss iss ipp i
3 1 . O k lah om a
3 2 . Tennessee
3 3 . V e rm on t
3 4 . W y om in g
3 5 . N o rth  C a ro lin a
3 6 . A labam a
3 7 . K an sas
3 8 . N eb ra ska
39 . M ich igan
4 0 . M issou ri
4 1 . Iow a
4 2 . M assachusetts
4 3 . M aine
4 4 . M inneso ta
4 5 . P enn sy lvan ia
4 6 . R hode  Is land
4 7 . W est V irg in ia
4 8 . W isconsin
4 9 . A la sk a

50. Arkansas

Com petitive  M arket Rate , D eregu la ted  (N o  Im posed Rate C e ilin g ) 
C om petitive  M arket Rate, D eregu lated (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, Deregu la ted  (N o  Im posed Rate C e ilin g ) 
C om petitive  M arket Rate, D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, D eregu la ted  (N o  Im posed Rate C e ilin g ) 
C om petitive  M arket Rate, Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om pe titive  M arket Rate, D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , Deregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate, D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
C om petitive  M arket Rate , D eregu la ted  (N o  Im posed  Rate C e ilin g ) 
Pa rity  (H ighest rate im ported into state by  out o f  state lende rs) 
Pa rity  
Pa rity  
2 5 %
2 4 %
2 4 %
21%
2 1 %
21%
2 1 %
21%
21%
21%
21%
2 1 %  on  1st $ 8 0 0 , 18%  there a fte r.
21 %  on 1 st $ 7 5 0 , 18%  there a fter.
2 1 %  on 1st $ 1 0 0 0 , 14 .4%  there a fte r 
21 %  on 1 st $ 5 0 0 , 18%  there a fte r.
2 0 .4 %
20%
1 9 .8%
18%
18%
18%
18%
18%
18%
18%
18%  on 1st $ 1 0 0 0 , Federa l D iscount rate p lus 5 points there a fte r, 
(c u rre n t ly  1 0 .2 5%  there a fter.
Federa l D iscount rate p lus 5 points, (cu rren tly  1 0 .2 5% )



P u r p o s e :  To m odern ize  the  A laska Sm all L oan  Act and  to 
a llow  A lask a  le n d e rs  to  com pete  w ith  o u t-o f-s ta te  le n d e rs  
d o in g  b u sin ess  in A laska .

R e s u l t :  To c re a te  and  re ta in  jo b s  in A la sk a ’s fin an c ia l 
in d u s try  an d  to expand  the  a v a ilab ility  o f c re d it  to  the  
A la s k a  c o n su m e r .

A la s k a  S m a l l  L o a n  A c t

A d o p te d  in to  la w  in  1 9 5 5 ; la s t  s ig n if ic a n t  a m e n d m e n t  in  1 9 8 2 . 

P r in c ip a l c h a n g e s :

1. A p p lic a tio n  fe e  in c r e a s e d  f ro m  $ 4 0 0  to  $ 1 ,0 0 0  a n d  
a n n u a l  fe e  in c re a s e d  f ro m  $ 2 0 0  to  $ 5 0 0 ; m u lt ip le  o ffic e  
l ic e n s e  c r e a te d  w ith  $ 2 ,0 0 0  a n n u a l  f e e  f o r  10  o ffic e s .

2 . L iq u id  A sse t a n d  b o n d  r e q u i r e m e n ts  in c r e a s e d  to  
$ 2 5 ,0 0 0  e a c h  f ro m  $ 2 0 ,0 0 0  a n d  $ 5 ,0 0 0 , r e s p e c t iv e ly .

3 . S ta n d a rd s  f o r  b o o k s  a n d  r e c o rd s  m a d e  c o n s is te n t  w ith  
m o d e r n  d a ta  p ro c e ss in g  c o n c e p ts .

4 . I r r e g u la r  r e p a y m e n ts  a u th o r iz e d  f o r  A la s k a n s  w ith  
s e a s o n a l  in c o m e , e.g., f is h e rm e n  o r  c o n s tr u c t io n  w o rk e rs .

5 . L o an  a g re e m e n ts  in c lu d e  c o s t o f  c r e d i t  r e p o r ts ,  $25  
la te  p a y m e n t  fe e  a n d  co s ts  in c u r r e d  in  c o lle c tio n s .

A la s k a  R e ta i l  I n s t a l l m e n t  S a le s  A c t ("A R ISA ")

A d o p te d  in to  la w  in  1 9 6 2 ; la s t  s ig n if ic a n t a m e n d m e n t  in  1 9 8 0 .

P r in c ip a l  c h a n g e s :

1. C la rifies  a p p r o p r ia te  co s ts  to  b e  in c lu d e d  in  lo a n s .

2 . A m e n d s  s e rv ic e  c h a rg e s  fo r  f ix e d  te r m  a n d  re v o lv in g  
c h a r g e  a g re e m e n ts  to  1 1 /2 %  p e r  m o n th  o r  18%  p e r  y e a r , 
s im p lify in g  th e  c u r r e n t  c o m p le x  r a t e  s t r u c tu r e .

S B  1 5 7



M AXIM UM  SERVICE CHARGES ALLOW ED FO R  
CONSUM ER CREDIT

( I n t e r e s t  R a te s  o n  C o n s u m e r  L o a n s )

C U R R EN T A N N U A L RA TES IN  ALL 15 W ESTERN  STATES
I n  E f f e c t  i n  A p r i l  1 9 9 5

R ev o lv in g  C re d i t  L o an
S ta te A ssu m e  $ 3 ,0 0 0

A riz o n a N o L im it
C a lifo rn ia N o L im it
C o lo rad o 21 .0%
H aw aii 24.0%
I d a h o N o L im it
M o n ta n a N o L im it
N e v a d a N o L im it
N ew  M ex ic o N o L im it
N o r th  D a k o ta N o L im it
O reg o n N o L im it
S o u th  D a k o ta N o L im it
U ta h N o L im it
W a s h in g to n N o L im it (e x p . i
W y o m in g 21 .0%

A la sk a :

C u r r e n t  L aw 12.8%

SB 1 5 7  P ro p o s a l 18.0%

F ix e d  T e rm  A u to  L oan  
A ssu m e  $ 1 0 ,0 0 0  b a la n c e

N o L im it 
19.2%
16.4%
24.0%
N o l i m i t  
N o L im it 
N o L im it 
N o L im it 
N o L im it 
N o L im it 
N o L im it 
N o L im it 

N o L im it (e x p . 6 -3 0 -9 5 )  
22.5%

14.5%

18.0%

In d u s try  R equest 24 .0%  o r  N o L im it 24 .0%  o r  No L im it
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IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

B Y  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E

In troduced : 5/2/95
R e fe rre d : L a b o r and C om m erce

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to reduced fees and group discounts for visits to the state

2 museum and its branches; and providing for an effective date."

H O U S E  B I L L  N O .  3 2 8

4 * Section I. AS 14.57.010(c) is amended to read:

5 (c) The department may establish by regulation, and collect, reasonable user

6 fees and other fees for services provided by the department under this chapter. The

7 department mav negotiate reduced fees or croun discounts with, or offer reduced

8 fees or croup discounts to. persons who bring tiroups of people to visit the

9 museum or a branch of the museum.

10 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

H U 0 3 2 8 o -1-
:.Vw Tax t U n d er l i n e d  /DELETED TEXT BRACKETED)

I1B 328



MEMORANDUM

TO:

FROM:

K a r e n  C r a n e ,  D i r e c t o r  
L i b r a r i e s ,  A r c h i v e s  &  M u s e u m s  
D e p a r t m e n t  o f  E d u c a t i o n

J ^ h i c e  G r e g g  L e v y  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
H u m a n  S e r v i c e s - J u n e a u

OATE: 

F IL E  NO.: 

T E L . NO.: 

SU BJECT :

State of Alaska
D e p a r tm e n t  of Law

O c t o b e r  2 0 ,  1 9 9 4

6 6 3 - 9 4 - 0 6 0 3  a n d
9 9 3 - 9 5 - 0 0 5 7
4 6 5 - 3 6 0 3

C h a n g e  i n  M u s e u m  F e e s

I  s p o k e  w i t h  B r u c e  K a t o  t h e  l a s t  w e e k  i n  S e p t e m b e r  
r e g a r d i n g  t h e  p r o p o s e d  c h a n g e s  t o  t h e  r e g u l a t i o n  a d d r e s s i n g  m u s e u m  
f e e s .  A s  y o u  k n o w ,  t h e  S t a t e  B o a r d  a p p r o v e d  t h e  r e g u l a t o r y  c h a n g e s  
t o  g o  o u t  t o  p u b l i c  c o m m e n t .  B r u c e  f a m i l i a r i z e d  m e  w i t h  t h e  m u s e u m  
p r a c t i c e s  a n d  s e n t  m e  a  c o p y  o f  a  f e e  s c h e d u l e  t h a t  t h e  m u s e u m  h a s  
a p p a r e n t l y  u s e d  f o r  s o m e  t i m e .  A f t e r  d o i n g  a d d i t i o n a l  r e s e a r c h  a n d  
s p e a k i n g  w i t h  R e g u l a t i o n s  A t t o r n e y  D e b o r a h  E .  B e h r ,  I  b e l i e v e  t h e  
a g e n c y  m u s t  r e v i s e  t h e  p r o p o s e d  l a n g u a g e  a n d  p r o v i d e  a  n e w e r  
v e r s i o n  t o  g o  b e f o r e  t h e  B o a r d  a t  t h e  n e x t  m e e t i n g ,  s c h e d u l e d  f o r  
N o v e m b e r  2 8 - 3 0  i n  A n c h o r a g e .

T h e  a m e n d m e n t s  t o  s u b s e c t i o n  ( a )  i n c r e a s i n g  t h e  m a x i m u m  
a d m i s s i o n  f e e  f r o m  $ 2  t o  $ 3  p e r  v i s i t  w o u l d  p r o b a b l y  b e  a p p r o v a b l e ,  
e x c e p t  t h a t  t h e  i n f o r m a t i o n  f r o m  B r u c e  o n  t h e  m u s e u m ' s  p r a c t i c e  
s u g g e s t s  t h a t  m o r e  s p e c i f i c i t y  i s  a d v i s a b l e .  D e b o r a h  B e h r  s t a t e d  
t h a t  i f  t h e  a g e n c y  k n o w s  i t  i n t e n d s  t o  c h a r g e  a  d i f f e r e n t  f e e  a t  
o n e  m u s e u m  t h a n  a n o t h e r ,  i t  s h o u l d  s o  s t a t e  i n  t h e  r e g u l a t i o n .  I f  
y o u r  a g e n c y  k n o w s  t h a t  i t  i n t e n d s  t o  c h a r g e  $ 2 . 0 0  p e r  v i s i t  t o  
S h e l d o n  J a c k s o n  a n d  $ 3 . 0 0  p e r  v i s i t  t o  t h e  A l a s k a  S t a t e  M u s e u m ,  t h e  
m o s t  d i r e c t  a p p r o a c h  w o u l d  b e  t o  s i m p l y  s t a t e  t h o s e  f e e s  i n  t h e  
r e g u l a t i o n .

B r " c e  e x p l a i n e d  t h a t  t h e  m u s e u m  w a n t e d  t h e  f l e x i b i l i t y  t o  
b e  a b l e  t o  s e t  g r o u p  r a t e s ,  r e s u l t i n g  i n  a  l o w e r  p e r  p e r s o n  
a d m i s s i o n .  I t  a l s o  w a n t e d  t o  c o n t i n u e  i t s  p r a c t i c e  o f  n o t  c h a r g i n g  
f o r  s t u d e n t s  a n d  o f f e r i n g  c e r t a i n  f r e e  a d m i s s i o n  d a y s .  T h e s e  
p o l i c y  d e c i s i o n s  a r e  s u p p o r t a b l e  a n d  w e l l  w i t h i n  t h e  d e p a r t m e n t ' s  
s t a t u t o r y  a u t h o r i t y ,  b u t  s h o u l d  b e  m a d e  s p e c i f i c  i n  t h e  r e g u l a t i o n .  
T h e  r e g u l a t i o n  c o u l d  p r o v i d e ,  f o r  e x a m p l e ,  t h a t  n o  a d m i s s i o n  f e e s  
w i l l  b e  c h a r g e d  f o r  s t u d e n t s  u n d e r  t h e  a g e  o f  1 8 ,  a n d  t h a t  d u r i n g  
t h e  m o n t h s  o f  ( s p e c i f y  m o n t h s ) ,  n o  a d m i s s i o n  w i l l  b e  c h a r g e d  o n  
S a t u r d a y .  A s  t o  g r o u p  r a t e s ,  t h e  r e g u l a t i o n  c o u l d  p r o v i d e  t h a t  
a d m i s s i o n  f e e s  m a y  b e  d i s c o u n t e d  f o r  g r o u p  r a t e s ,  b u t  t h e  m u s e u m  
m u s t  s p e c i f y  s o m e  b a s i s  f o r  d e t e r m i n i n g  t h e  d i s c o u n t .  I t  c a n n o t  
s i m p l y  n e g o t i a t e  w i t h  a  c o m p a n y .
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S u b s e c t i o n  ( b )  i n c r e a s e s  t h e  m a x i m u m  r a t e  p e r  h o u r  f o r  
s t a f f  t i m e  t o  $ 4 0 .  T h i s  a m e n d m e n t  p o s e s  n o  p r o b l e m s ,  s o  l o n g  a s  
t h e  f e e  a c t u a l l y  c h a r g e d  d o e s  " n o t  e x c e e d  t h e  e s t i m a t e d  a c t u a l  
c o s t s  o f  t h e  s t a t e  a g e n c y  i n  a d m i n i s t e r i n g  t h e  a c t i v i t y  o r  
p r o v i d i n g  t h e  s e r v i c e [ . ] "  A S  3 7 . 1 0 . 0 5 0 ( a ) .  I n  o t h e r  w o r d s ,  
n o t w i t h s t a n d i n g  t h e  $ 4  0  c a p ,  i f  a n  e m p l o y e e  w h o  i s  p a i d  a t  t h e  r a t e  
o f  $ 1 0  p e r  h o u r  p e r f o r m s  t h e  s e r v i c e ,  t h e  m u s e u m  m a y  n o t  c h a r g e  $ 4 0  
p e r  h o u r  s t a f f  t i m e .  Y o u  m a y  w i s h  t o  c o n s i d e r  d e l e t i n g  t h e  w o r d  
" e x t r a o r d i n a r y "  f r o m  t h e  r e g u l a t i o n  a s  w e l l .  I ' m  n o t  s u r e  h o w  t h a t  
i s  m e a n t  t o  b e  d i s t i n g u i s h e d  f r o m  o t h e r  p r o f e s s i o n a l  s e r v i c e s .  
T h e r e  i s  c l e a r  s t a t u t o r y  a u t h o r i t y  f o r  c h a r g i n g  " f o r  s e r v i c e s  
p r o v i d e d  b y  t h e  d e p a r t m e n t  u n d e r  t h i s  c h a p t e r . "  A S  1 4 . 5 7 . 0 1 0 ( c ) .  
T h e  s e r v i c e s  n e e d  n o t  b e  " e x t r a o r d i n a r y . "

P r o p o s e d  s u b s e c t i o n  ( c )  p r e s e n t s  a n o t h e r  p r o b l e m .  W h i l e  
t h e r e  i s  a u t h o r i t y  t o  e s t a b l i s h  r e a s o n a b l e  u s e r  f e e s  a n d  o t h e r  f e e s  
f o r  s e r v i c e s ,  t h e  m u s e u m  d o e s  n o t  h a v e  s t a t u t o r y  a u t h o r i t y  t o  
n e g o t i a t e  d i f f e r e n t  f e e s  f o r  d i f f e r e n t  p a r t i e s .  T h e  s t a t u t e s  
a u t h o r i z i n g  f e e s  a n d  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  A c t  r e q u i r e  
c o n s i s t e n c y ,  a n d  a n  o p p o r t u n i t y  f o r  n o t i c e  a n d  c o m m e n t  o n  t h e  
d e p a r t m e n t ' s  f e e  s t r u c t u r e .  T h e  d e p a r t m e n t  c o u l d ,  h o w e v e r ,  s e t  a  
f e e  r e n t a l  s c h e d u l e  i n  r e g u l a t i o n  t h a t  i s  b a s e d  u p o n  l e n g t h  o f  l o a n  
a n d  p e r h a p s  t h e  n u m b e r s  o f  p e o p l e  e x p e c t e d  t o  u s e  e d u c a t i o n  
l e a r n i n g  k i t s .  T h i s  w o u l d  s e e m  t o  b e  d e f e n s i b l e  b e c a u s e  p r e s u m a b l y  
t h e  m o r e  " u s e r s "  o f  t h e  k i t s ,  t h e  m o r e  w e a r  a n d  t e a r  o n  t h e  k i t s ,  
t h u s  i n c r e a s i n g  m a t e r i a l  c o s t s .  I f  t h a t  a s s u m p t i o n  i s  n o t  c o r r e c t ,  
t h e n  p e r h a p s  t h o s e  f a c t o r s  a r e  n o t  p r o p e r  c o n s i d e r a t i o n s .  A s  n o t e d  
a b o v e ,  h o w e v e r ,  t h e  f e e  a c t u a l l y  c h a r g e d  m a y  " n o t  e x c e e d  t h e  
e s t i m a t e d  a c t u a l  c o s t s  o f  t h e  s t a t e  a g e n c y  i n  a d m i n i s t e r i n g  t h e  
a c t i v i t y  o r  p r o v i d i n g  t h e  s e r v i c e ( . ] "  A S  3 7 . 1 0 . 0 5 0 ( a ) .

I  a m  a t t a c h i n g  t w o  p a g e s  o f  a  f e e  s c h e d u l e  r e c e n t l y  
a d o p t e d  b y  t h e  B o a r d  o f  E d u c a t i o n  s e t t i n g  f e e s  t h a t  m a y  b e  c h a r g e d  
b y  A R M S ,  t h e  s t a t e  a r c h i v e s  a n d  r e c o r d s  m a n a g e m e n t  s e r v i c e s .  A s  
y o u  c a n  s e e ,  i t  i s  f a i r l y  d e t a i l e d .  W h i l e  t h e r e  i s  c o n s i d e r a b l e  
e f f o r t  n e c e s s a r y  t o  p r o v i d e  f o r  e a c h  o f  t h e s e  d i f f e r e n t  t y p e s  o f  
c h a r g e s ,  t h e  a d v a n t a g e s  o u t w e i g h  t h a t  i n i t i a l  e f f o r t .  W h e n  t h e  
p r o c e s s  i s  c o m p l e t e d  i t  i s  c l e a r  t h a t  t h e  a g e n c y  h a s  t h e  a u t h o r i t y  
t o  c h a r g e  t h e  f e e s ,  t h e r e  h a s  b e e n  n o t i c e  t o  t h e  p u b l i c  a n d  
o p p o r t u n i t y  t o  c o m m e n t ,  a n d  l i t t l e  e f f o r t  i s  r e q u i r e d  t o  a d m i n i s t e r  
t h e  f e e  s c h e d u l e .  T h e  m u s e u m ' s  p h o t o g r a p h i c  f e e  s c h e d u l e  a n d  
p h o t o g r a p h i c  p o l i c y  w h i c h  y o u  f o r w a r d e d  t o  m e  s h o u l d  b e  p r o v i d e d  
f o r  i n  r e g u l a t i o n ,  a n d ,  a g a i n ,  t h e  f e e s  m a y  n o t  e x c e e d  a c t u a l  c o s t s  
i n  a d m i n i s t e r i n g  t h e  a c t i v i t y  o r  p r o v i d i n g  t h e  s e r v i c e .  T h e  f e e  
s c h e d u l e  c a n n o t  b e  " s u b j e c t  t o  c h a n g e  w i t h o u t  n o t i c e . "

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

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

J G L / b a p

A t t a c h m e n t

c c :  B r u c e  K a t o
H a r r y  G a m b l e



H O U S E  L A B O R  AN D  C O M M E R C E  C O M M IT T E E

H B  328  
S P O N S O R  S T A T E M E N T

H is to r i c a l ly ,  th e  A la s k a  S ta te  M u s e u m  r e g u la r ly  n e g o t i a te d  
a g r e e m e n t s  p r o v id in g  f o r  r e d u c e d  a d m is s io n  f e e s  a n d  g r o u p  
d i s c o u n t s .  T h is  h a s  g e n e ra te d  a  b e n e f i t  to  b o th  th e  S ta te  o f  A la s k a ,  
th r o u g h  in c r e a s e d  a d m is s io n s ,  a n d  to  m a n y  m u s e u m  v i s i t o r s ,  b y  
a c c o r d in g  th e m  a n  o p p o r tu n i ty  to  le a r n  a b o u t  o u r  u n iq u e  s ta te .

R e c e n t ly ,  th e  D e p a r tm e n t  o f  L a w  a d v is e d  th e  D e p a r tm e n t  o f  
E d u c a t io n ,  w h ic h  a d m in is t e r s  th e  m u s e u m , th a t  i t  la c k e d  a u th o r i ty  to  
n e g o t i a te  r e d u c e d  o r  d is c o u n t  r a te s  w ith  o r g a n iz a t io n s .  H B  3 2 8  is 
in te n d e d  to  c o r r e c t  th is  p r o b le m  b y  g r a n t in g  s p e c i f ic  s ta tu to r y  
a u th o r i ty  to  th e  D e p a r tm e n t  to  n e g o t ia te  o r  o f f e r  g r o u p  d i s c o u n t s  o r  
r e d u c e d  r a t e s .

I u rg e  y o u r  s u p p o r t .
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F I S C A L  N O T E
S T A T E  O F  A L A S K A  

1 9 9 5  L E G IS L A T IV E  S E S S IO N
Revision Date:_____________

BI LL N O . m m .

Title: Discount lor Museum Visit bv Groups_________

Sponsor: House Labor and Commerce Committee

Requester: _ H QUse Laboranti.C.omirerce.Com mittee.

Department Affected: Education

BRU: Alaska State Museum

Component: Museum Operations

C O M P O N E N T  S E R IA L  N O . 210

O P E R A T IN G FY  9 6 FY  9 7 F Y  9 8 F Y  9 9 FYO O F Y  01
P E R S O N A L  S E R V IC E S
T R A V E L
C O N T R A C T U A L
SU P PL IE S
E Q U IP M E N T
L A N D  &  S T R U C T U R E S
G R A N T S . C L A IM S
M IS C E L L A N E O U S
T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L

R E V E N U E  F U N D  S O U R C E :

1002 Fede ra l Rece ip ts
1003 G F  M atch
1004 G F
1005 G F /P rog ram  Receipts 
1 0 0 6G F /M H T 1A
O ther
T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

P O S IT IO N S :
FULL-TIME

PART-TIME

TE MP OR AR Y

Estimate of current year (FY95) impact: $ 0.0

ANALYSIS: (Attach a separate page if necessary.)

House Bill 328 will allow the department to negotiate group rates or to offer group rates to groups of people to visit the 

state museum or a branch of the museum. The department recently adopted regulations to provide for an increase in 

museum fees. However, the additional revenue from admission fees will be lost, offset by a decrease in group visits, if 

groups rates cannot be negotiated or offered.

Prepared by: Karen Crane. Director__________

Division:   Libraries. Archives, and Museums

Approved by Commissioner: 

Agency: .Education.

Pj?one: 

ate: _

465-2910

May ,3.1995

Shirlev J. Holloway. Ph. D.

Date:__ May.3J395.
P R E P A R E R  T O  P R O V I D E  A L L  D I S T R I B U T I O N  C O P I E S  T O  G O V E R N O R ' S  L E G I S L A T I V E  O F F I C E

For further distribution information call the Governor's Legislative Office



Date Referred: May 2, 1995 FURTHER REFERRALS:

Date of Committee Action:

The LABOR AND COMMERCE Committee considered: HB 328

HOUSE BILL NO. 328 DISCOUNT FOR STATE MUSEUM VISIT BY GROUPS

"An Act relating to reduced fees and group discounts for visits to the state museum and its branches; and 
providing for an effective date."

K ''♦ U S E  C O M M I T T E E  R E P O r  "

(7 )

recommends it be replaced [ J the same title
with the following committee substitu te_____________________________________  [ ] a new title

[ ] additional referral t o ______________________ Committee
[ ] attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dep0 APPROVES PREVIOUS:

I J fiscal note(s) ______________________ [ ] fiscal note(s) ____________________________

X ] zero fiscal note(s) [ ] zero fiscal note(s)





Revision D a le : " Dept. Aflecled: Revenue _
Title: An Act Relating to The Procurement_o<_____________BRU: Revenue_Operations_________________

Investment and Brokerage Services by ASPIB_______ _ Component: Alaska State Pension Investment Board______
Sponsor:______Foster________________________________  _______________________________
Requestor. Stale Atfalrs_____________________________ COMPONENT SERIAL NO. _1961________________

STATE OF ALASKA F IS C A L  N O T E  BILL NO: HB345
1996 LEGISLATIVE SESSION

Expenditures/Revenues:________________________________ (Thousands ol Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 145.0 125.0 125.0 125.0 125.0 125.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 145.0 125.0 125.0 125.0 125.0 125.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE_____________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1024 Public Employees' Trust Fund 
1034 Teachers' Trust Fund

92.8 80.0 80.0 80.0 80.0 80.0
52 2 45.0 45.0 45.0 45.0 45.0

TOTAL 145.0 125.0 125.0 125.0 125.0 125.0
Estimate of any current year (FY96) cost S 
POSITIONS:
FULL-TIME _________________________________________________________________
PART-TIME _________________________________________________________________
TEMPORARY________________ I I I___________I_______________________________
ANALYSIS: (Attach a separate page If necessary)

Brokerage fees are incurred by the investment managers and are a component of the cost (or proceeds) of the buy (or sell) 
transaction. Managers are encouraged to use brokerage firms who have offices in Alaska, if their use will not result in a 
decreased benefit to the system beneficiaries (i.e. through increased cost or poor execution). Generally, our managers are 
trading for m any large institutional investors and often do so through bulk lot buys and sells. To specifically trade through an 
Alaska broker would require the Alaska trades to be handled after all bulk trading, and at higher cost.

Our fiscal note reflects $125,000 per year in consultant fees to first quantify the cost associated with these trades, and 
secondly to monitor the managers to ensure that they are directing the required amount of activity through Alaska brokers. 
Additionally, there is $20,000 included in the first year to perform a manager search in Alaska. For purposes of this analysis we 
are assuming Alaskan investment manager's fees will be competive with those of the institutional managers currently utilized by 
the board.

Prepared by:
Division:
Approved by Commissioner: 
Agency:

Phono: 465-2350_____
Dale: March 19.1996
Date: March 19,1996

P R E P A R E R  TO PROVIDE ALL DISTRIBUTION COPIESITO G O V E R N O R ’S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Olfico
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8030 N. Doug las Hwy. 
Juneau , Ak . 99801 
March 25, 1996

I  am opposed to  House B i l l  345, in  p a r t i c u la r  S e c t io n  2 a . (1 0 ) .
I t  is  an a t ta c k  upon th e in t e g r i t y  o f the Pens ion In ve s tm e n t 
B o a rd 's pu rpose , w h ich is  to  p ro te c t the p r in c ip a l o f re t ir e m e n t 
funds and ea rn money to  pay f o r  p en s io n s . I  su p p o r t th e independence 
o f the Pension In v e s tm e n t Boa rd . No s t r in g s  shou ld be a tta c h e d 
to the a b i l i t y  o f th e Board to  h ir e  managers and a d v is e rs  wh ich 
i t  b e lie v e s  to be the b e s t peop le to  p ro v id e  in v e s tm e n t re tu rn s  
w h ich w i l l  meet th e fu tu r e  f in a n c ia l o b l ig a t io n s  o f pa y in g f o r  
te a che rs and s ta te  w o rke rs re t ir e m e n t .

The Pension In ve s tm e n t Board was se t up to  g iv e  employees a v o ic e  
and some c o n t r o l o ve r th e in v e s tm en t d e c is io n s re g a rd in g  ou r 
re t ire m e n t fu n d s . The ju n k  bond in v e s tm en ts o f E x e c u t iv e  L i f e  
went so u r, wh ich p u t SBS funds a t r i s k  o f huge lo s s e s . Tha t is  
the reason th a t th e Pens ion In ve s tm en t Board was se t up in  the 
f i r s t  p la ce .T h e L e g is la tu r e  shou ld n o t make th e Pens ion In ve s tm en t 
Board h ir e  lo c a l managers , o r in v e s t a c e r ta in  pe rce n ta ge in  A la s k a , 
f o r  th a t m e t te r . The Board concep t is  w o rk in g w e l l in  a c t u a l i t y ,  
and i t  shou ld be a llo w e d to  c o n t in u e  in  i t s  p re s e n t fo rm . The Board 
is  f re e  to  h ir e  A la ska n managers i f  i t  chooses, b u t o n ly  i f  i t  chooses 
f r e e ly  w ith o u t p o l i t i c a l  mandates o r p re s s u re .

Teacher and s ta te  employee pens io n funds shou ld be managed f o r  the 
so le  b e n e f i t o f employee re t ir e m e n t fu n d s . They shou ld n o t be seen 
as an o th e r p o t o f money f o r  th e L e g is la tu r e  to  earm ark f o r  jo b  c re a t io n , 
econom ic deve lopm en t, o r in f r a s t r u c t u r e  p r o je c ts  in  A la s k a . Those p ro je c ts  
shou ld be funded w ith  g e n e ra l fund money o r th e AIDEA. Pens ion funds 
a re com pensa tion f o r  many ye a rs o f d e d ic a te d s e rv ic e  to  A la skans by 
te a che rs and s ta te  em p loyees. P ruden t independen t in v e s tm e n t d e c is io n s  
by th e Pens ion In v e s tm e n t Board w i l l  r e s u l t in  money b e in g d e liv e re d  to 
re tife e s who can th en spend i t  them se lves to  h e lp  A la s k a 's  economy.

r e :  House B i l l  345

S in c e re ly ,

\JogjL
Tim V o lw i le r , ve s te d member 
T e a c h e r 's R e irem en t System
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S T A T E  O F  A L A S K A
130 Seward Street, Suite 409
Juneau. Alaska 99801-2105

M E M O R A N D U M April 11, 1996

SUBJECT:

TO:

FROM:

CSHB 345(L&C) (Work Order No. 9-LS1179\K, 4-11-96)

Representative Pete Kott, Chair 
House Labor and Commerce Committee 
Attn: George Dozier

Theresa Bannister 
Legislative Counsel

This memo accompanies the draft CSHB 345(L&C) that you requested.

The requirement that a majority of the employees of a business be located in the state in 
order for the business io be eligible for the preference may raise an issue with the privileges 
and immunities provision of the federal constitution (sec. 2, art. IV). The clause is intended 
to guarantee citizens of one state the right to do business in another state on terms of 
substantial equality with the citizens of that state. Toomer v. Witsell. 334 U.S. 385, 395-96, 
68S.Ct. 1156, 1161-1162,92 L.Ed. 1460, 1471 (1948). The primary purpose of this clause 
is to prevent states from enacting measures which discriminate against non-residents for 
reasons of economic protectionism. Supreme Court of New Hampshire v. Piper. 105 S.Ct. 
1272,1279 n. 18, 84 L.Ed.2d 205 (1985).

Although the state is allowed some leeway to prefer its own when obtaining services for 
itself, it is unclear in this situation whether the requirement goes beyond this leeway. 
Requiring a majority of the employees working on the services to be in-state increases the 
possibility that this leeway will be exceeded. However, the fact that the workers merely need 
to be located in the state (as opposed to being residents of the state) and the fact that the 
percentage of increase is not specified may help alleviate the possible problem. It is unclear 
whether or not this in-state employee requirement would be a significant problem for the bill, 
but I wanted you to be aware of it.

If I may be of further assistance, please advise.

TLB:lmb:glc
96-076.lmb

Enclosure
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CS FOR HOUSE BILL NO. 345(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

B Y  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E

O ffe re d :
R e fe r re d :

S p o n so r (s ) : R E P R E S E N T A T IV E S  F O S T E R . Ivan

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the utilization of investment and brokerage services by the

2 Alaska State Pension Investment Board; and relating to the investments of the

3 Alaska State Pension Investment Board."

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

5 * Section 1. LEGISLATIVE FINDINGS AND PURPOSE, (a) The legislature finds that

6 (1) the existence of a strong and healthy free enterprise system is directly

7 related to the well-being and competitive strength of businesses in the state and to the

8 opportunity for businesses in the state to grow and expand;

9 (2) the state needs to examine its purchasing practices in order to ensure that

10 state agencies support businesses in the state by making every reasonable effort to identify

11 services available in the state and to foster bidding by local and resident businesses.

12 (b) The legislature declares that the purpose of this Act is to foster a procurement

13 process where businesses in the state obtain a fair proportion of the state’s total procurement

14 contracts.

-1- CSHB 345(L&C)
New T e x t  U n d e r l in e d  [DELETED TEXT BRACKETED]
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* Sec. 2. AS 37.10.220(a) is amended to read:

(a) The board shall

(1) hold regular and special meetings at the call of the chair or of at 

least four members;

(2) establish investment policies for the funds for which it is 

responsible after reviewing recommendations from the investment advisory council and 

the Department of Revenue;

(3) submit long-range and quarterly investment reports to the 

Legislative Budget and Audit Committee:

(4) report to the governor and employers participating in the retirement 

systems by the first day of each regular legislative session concerning the investment 

of funds for which the board is responsible, including Financial and investment policies 

established by the board, and enclose a summary of the most recent performance 

evaluations of the funds managed by the board; the board shall notify the legislature 

that the report is available;

(5) contract with external performance evaluators to review the 

performance of each fund for which the board is responsible and report each year on 

the fund’s condition to the board of trustees and to the other appropriate boards;

(6) engage independent ceroried pubbc accountants to perform an 

annual audit of each of the funds for which the board is responsible and to report to 

the board with the results of the audit;

(7) review the actuarial earnings assumption for each fund for which 

the board is responsible every two years and report its findings and recommendations 

to the appropriate board or agency;

(8) after reviewing the recommendations from the Department of 

Revenue and the advisory council, select and retain the external investment managers 

and custodians for the funds managed by the board:

(9) develop an annual operating budget plan and present it to the 

Department of Revenue and the office of management and budget; the board shall 

notify the legislature that the plan is available;

(10) increase the board’s utilization of brokerage and investment

WORK DRAFT WORK DRAFT WORK DRAFT
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services provided by in-state businesses. If the in-state businesses can provide the 

services without materially sacrificing competency or performance, or without 

materially increasing the cost to the board; in this paragraph, "in-state business1* 

means a business that is located in this state if the majority of the individuals in 

the business who participate in providing the services to the board are located in 

the state: and

f ll )  invest the funds for which the board is responsible in in-state 

investments to the extent in-state investments are available and if the in-state 

investments

(A) have a risk level and expected vield equal to or more 

favorable than alternate investment opportunities: and

fB) are consistent with the investment policies established bv 

the board under (2) of this subsection.

WORK DRAFT WORK DRAFT WORK DRAFT
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CS FOR HOUSE BILL NO. 345( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINETEENTH LEGISLATURE - SECOND SESSION

B Y

O ffe re d :
R e fe rre d :

S p o n s o r s ) :  R E P R E S E N T A T IV E S  F O S T E R , Ivan

A BILL

FOR AN ACT ENTITLED

"An Act relating to the utilization of investment and brokerage services by the

Alaska State Pension Investment Board: and relating to the investments of the

Alaska State Pension Investment Board."

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

* Section 1. LEGISLATIVE FINDINGS AND PURPOSE, (a) The legislature finds that

(1) tlie existence of a strong and healthy free enterprise system is directly 

related to the well-being and competitive strength of businesses in the state and to the 

opportunity for businesses in the state to grow and expand;

(2) the state needs to examine its purchasing practices in order to ensure that 

state agencies support businesses in the state by making every reasonable effort to identify 

services available in the state and to foster bidding by local and resident businesses.

(b) The legislature declares that the purpose of this Act is to foster a procurement 

process where businesses in the state obtain a fair proportion of the state’s total procurement 

contracts.

-1- C S I I B  345( )

New Texr. U n d e r l in e d  (DELETED TEXT BRACKETED 1



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

* Sec. 2. AS 37.10.220(a) is amended to read:

(a) The board shall

(1) hold regular and special meetings at the call of the chair or of at 

least four members;

(2) establish investment policies for the funds for which it is 

responsible after reviewing recommendations from tlie investment advisory council and 

the Department of Revenue;

(3) submit long-range and quarterly investment reports to the 

Legislative Budget and Audit Committee;

(4) report to the governor and employers participating in the retirement 

systems by the first day of each regular legislative session concerning the investment 

of funds for which the board is responsible, including financial and investment policies 

established by the board, and enclose a summary of the most recent performance 

evaluations of the funds managed by the board; the board shall notify the legislature 

that the report is available;

(5) contract with external performance evaluators to review the 

performance of each fund for which the board is responsible and report each year on 

the fund’s condition to the board of trustees and to the other appropriate boards;

(6) engage independent certified public accountants to perform an 

annual audit of each of the funds for which the board is responsible and to report to 

the board with the results of the audit;

(7) review the actuarial earnings assumption for each fund for which 

the board is responsible every two years and report its findings and recommendations 

to the appropriate board or agency;

(8) after reviev ng the recommendations from the Department of 

Revenue and the advisory council, select and retain the external investment managers 

and custodians for the funds managed by the board;

(9) develop an annual operating budget plan and present it to the 

Department of Revenue and the office of management and budget; the board shall 

notify the legislature that the plan is available!

(10) increase the board’s utilization of brokerage and investment

WORK DRAFT WORK DRAFT WORK DRAFT

345( ) .2-
Now T e x t  U n d e r l in e d  [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

services provided bv persons located in the state to a level up to seven percent of 

the investment services that the board procures bv contract, and seven percent of 

the brokerage services utilized hv the board or its designee, unless the board 

makes a written finding that the board is unable to meet this goal because there 

is an insufficient number of persons with the requisite skill in the state to perform 

the investment or brokerage services:

(11) invest the funds for which the board is responsible in in-state 

investments to the extent in-state investments are available and if the in-state 

investments

(A) have a risk level and expected yield comparable to 

alternate investment opportunities: and

(B) are consistent with the investment policies established bv 

the board under (2) of this subsection.

WORK DRAFT WORK DRAFT WORK DRAFT 1
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HB 3 4 5  R estric ts  Latitude o f  Pension Board
Under provisions of HB 345 the Pension Investment Board will be required to 
secure 7% of its investment services from Alaska companies. NEA-Alaska 
opposes mandating specific service or investment levels. Our pension 
system should be free to select the best investments based on the least risk 
and best return and secure investment services based on the best quality for 
least cost whether the investment or service is in or outside the state.
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Michael J. Kirk
P.O. Box 20844 

Juneau, Alaska 99802

April 1, 1996

Pete Kott, Chair
House Labor & Commerce Committee 
Room 432 
State Capitol 
Juneau, Alaska 99811

I am vitally concerned about House Bill 345, which is scheduled for a hearing
in your committee on April 3rd. I view this bill as a blatant "pension raid", an attempt to use 
pension fund monies to benefit a few well-off members of the investment community at the 
expense of retired teachers and other retirees.

Enclosed are two letters I have written which explain my concerns. I would 
appreciate it if you would make them part ofthe committee record on this bill and distribute 
them to the committee members before the hearing next week.

Re: HB 345

Dear Representative Kott:

Thank you.

Sincerely,

Michael J. Kirk



Michael J. Kirk
P.O. Box 20844 

Ju n e au , A laska 99802

Editor
The Alaska Journal of Commerce 
3710 Woodland Drive, Suite 2100 
Anchorage, Alaska 99517

Re: Robin E. Ward’s opinion column of February 5, 1996

Dear Editor:

In your February 5th issue you printed an opinion essay which advocated investing 
the Alaska Permanent Fund and the pension funds of the Public Employees and Teachers 
Retirement Systems in mortgage investments offered by Alaskan brokers. As a retired teacher,
I can only speak to use of the Teachers Retirer^nt System fund: Hands off the hard-earned life 
savings of Alaskan pensioners!

The PERS, TRS, and smaller public employee pension funds are invested by the 
Alaska State Pension Investment Board. That Board has an excellent record of stewardship. 
It has brought in high eamings in safe investments by strictly abiding by the legal requirement 
that pension funds be invested solely for the benefit of the beneficiaries, the retired workers. 
This important principle is even enshrined in the Alaska Constitution, which mandates that the 
benefits of the retirement systems "shall not be diminished or impaired" (Art. XII, Sec. 7).

There is good reason to pay attention to this wise provision. All across tlie United 
States we have seen unscrupulous attempts to loot private and public employee pension funds 
by using them for purposes other than to optimize the benefit to the pension beneficiaries. There 
have been attempts to fund state operations with pension funds and even to steer investments to 
politically well-connected private interests. So far we have avoided these pension funds raid in 
Alaska, but for how long?

At lea t one mortgage investment broker is now lobbying intensively for passage 
of legislation which would require that the State Pension Investment Board and the Permanent 
Fund invest in instruments offered by Alaskan brokers. Perhaps, some day, such investments 
may become sound enough to be in the best interests of the beneficiaries, but for now the State 
Pension Investment Board has concluded that it would be unwise. That judgment must be 
respected and not interfered with by politicians and by investment advisors who stand to make 
money from a shift in fund investments.

Pension funds are not public money. Nor do the funds belong to private

M a r c h  11, 1 9 9 6



investment brokers to use for their own benefit. The pension funds belong solely to me and my 
fellow beneficiaries who worked hard for our pensions and who depend on them. Hands off my 
life savings!

Sincerely,

Michael J. Kirk



What Is Mine Is Yours?

A bill h a s  b e e n  in tro d u c e d  in th e  L e g is la tu re  w h ic h  is th e  firs t s te p  in a  

b la ta n t  ra id  o n  th e  p u b lic  e m p lo y e e  (P E R S )  a n d  t e a c h e r  (T R S ) p e n s io n  

fu n d s .  T h is  bill (H B N o. 3 4 5 )  is en titled  "An A c t re la tin g  to  th e  

p ro c u re m e n t  of in v e s tm e n t  a n d  b ro k e ra g e  s e r v ic e s  by  th e  A la sk a  S ta te  

P e n s io n  In v e s tm e n t  B o ard " . It r<= q u ire s  th e  B o a rd  to  "... in c r e a s e  th e  

b o a r d ’s  u tiliza tion  of b ro k e ra g e  a n d  in v e s tm e n t  s e r v ic e s  p ro v id e d  by  

p e r s o n s  lo c a te d  in th e  s ta t e  to a t  le a s t  s e v e n  p e r c e n t  of th e  b ro k e ra g e  

a n d  in v e s tm e n t  s e rv ic e s  th a t  ih e  b o a rd  p r o c u r e s  b y  c o n t r a c t T h i s  is a  

q u o ta  th a t  h a n d ic a p s  th e  ability  of th e  P e n s io n  B o a rd  to  o b ta in  th e  b e s t  

in v e s tm e n t  a d v ic e  a t  th e  le a s t  c o s t.  O u r  p e n s io n e r s  d e s e r v e  th e  b e s t  

a d v ic e  a n d  s e c u r i ty  th e y  c a n  g e t. T h e y  h a v e  w o rk e d  long a n d  he.ra io 

m a k e  A la s k a  a  b e t te r  p la c e  fo r all of u s  to  live.

W h e n  th e  S ta te  p ro c u re s  g o o d s  a n d  s e rv ic e s  fo r itse lf, it d o e s  n o t u s e  a  

q u o ta  s y s te m . In s te a d , it u s e s  a n  in -s ta te  b id d e r ’s  p r e f e r e n c e  a llow ing  in ­

s t a t e  p ro v id e rs  of g o o d s  a n d  s e rv ic e s  io  b e  5 %  m o re  e x p e n s iv e  th a n  ou t- 

o f - s ta te  p ro v id e rs , a n d  y e t  still b e  c o m p e titiv e . T h is  is a  b a la n c in g  a c t  

th a t  h e lp s  to  p ro m o te  in -s ta te  b u s in e s s e s ,  w h ile  a t  t h e  s a m e  tim e  

fo s te r in g  c o m p e titio n  to  k e e p  th e  p ric e  th e  s t a t e  p a y s  d o w n . A q u o ta  

s y s te m  a s  p r o p o s e d  in HB N o. 3 4 5  flies in th e  f a c e  o f th a t  c o m p e titio n . 

W h e n  th e  p r o c u re m e n t  of g o o d s  a n d  s e rv ic e s  a r e  r e s tr ic te d  to  a  sm a ll 

g ro u p , th a t  g ro u p  d o e s  n o t h a v e  to  b e  a n y w h e re  n e a r  a s  c o m p e titiv e  on 

e i th e r  p r ic e  o r  q u a lity  of s e rv ic e s  a s  w h e n  it is c o m p e tin g  a g a in s t  a  b ig g e r  

g ro u p .



What Is Mine Is Yours? 2

A s  m e n tio n e d  a b o v e , th is  is ju s t  th e  first s te p  in a  ra id  o n  P E R S  a n d  T R S . 

T h e  n e x t s te p s  a r e  laid o u t q u ite  c le a r ly  by  R ob in  E. W ard  (L eg is la tiv e  

C h a ir  o f th e  A la sk a  S ta te  H o m e  B u ild e rs  A sso c ia tio n )  in h e r  g u e s t  

e d ito r ia l "T im e to  In v e s t in A la s k a  In s tru m e n ts ” (A la sk a  J o u rn a l  of 

C o m m e rc e ,  F e b . 5 , 1996). S h e  c a lls  fo r th e  in v e s tm e n t  of P E R S  a n d  

T R S  fu n d s  in p ro je c ts  in A la s k a  th a t  a r e  n o t c o n s id e re d  g o o d  in v e s tm e n ts  

b y  th e  P e rm a n e n t  F u n d . S h e  im p lies  th is  s h o u ld  b e  d o n e  o u t of a  

s e n s e  of du ty  to  th e  S ta te . S h e  s t a t e s  th a t  th is  in v e s tm e n t c a n  b e  

fa c il i ta te d  by u s in g  in -s ta te  f in a n c ia l a d v iso rs . F o r s o m e  r e a s o n  s h e  

b e l ie v e s  a n  in v e s tm e n t  a d v is o r ’s  tim e  of r e s id e n c e  is m o re  im p o rta n t th a n  

h is  o r  h e r  in v e s tm e n t tra ck  r e c o rd . O n e  c a n  on ly  w o n d e r  a t  h e r  

m o tiv a tio n .

A s  M s. W ard  p o in ts  ou t, th e r e  h a s  b e e n  a n  o n g o in g  d e b a te  in th is  S ta te  

o v e r  th e  w isd o m  of u s in g  p u b lic  fu n d s  to  in v e s t in p riv a te  s e c to r  p ro je c ts .  

P r iv a te  fu n d s  a r e  a v a ila b le  fu r p ro je c ts  th a t  a r e  b e lie v e d  b y  in v e s to rs  ( th e  

"m a rk e t" )  to h a v e  su ffic ien t y ie ld  to  c o m p e n s a te  for th e  p e rc e iv e d  risk . 

S o m e  p e o p le  a r g u e  th a t  p u b lic  fu n d s  s h o u ld  b e  u s e d  for risk ie r p r iv a te  

s e c t o r  p ro je c ts  s u c h  a s  c o m m e rc ia l  h a n g e r  e x p a n s io n  a t  th e  A n c h o ra g e  

a irp o r t  b e c a u s e  of th e  b e n e f it to  th e  S ta te  to  c o m p le te  a  g iv en  p ro je c t. 

O th e r  p ro je c ts  u s in g  public  fu n d s ,  s u c h  a s  th e  D e lta  b a r le y  p ro je c t, h a v e  

n o t  b e e n  a s  s u c c e s s fu l .  A s a  m a t te r  of policy  to  a id  th e  p riv a te  s e c to r  

w ith  p u b lic  fu n d s , th e  S ta te  h a s  c r e a te d  s e v e ra l  e n tit ie s  in c lu d in g  th e  

A la s k a  H o u s in g  F in a n c e  C o rp o ra tio n , th e  A la sk a  Industria l D e v e lo p m e n t 

E x p o r t A uthority , a n d  th e  A la s k a  S c ie n c e  a n d  T e c h n o lo g y  F o u n d a tio n .

A lso , a s  M s. W a rd  p o in ts  o u t, th e  P e r m a n e n t  F u n d  h a s  b e e n  d ire c te d  to
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in v e s t  in S ta te  p ro je c ts  w h e re  th e  risk  a n d  y ie ld  a r e  a t  le a s t  th e  s a m e  a s  

a v a i la b le  in v e s tm e n ts  e ls e w h e re .  A c o m m o n  th re a d  in all of t h e s e  

in v e s tm e n t  a c tiv itie s  u s in g  p u b lic  fu n d s  is th e  s h a r in g  of risk b y  ail 

A la s k a n s .

M s. W a rd  e v id e n tly  b e l ie v e s  it is a p p ro p r ia te  to  e x p e c t  o u r  p e n s io n e r s  to  

b e a r  all of th e  risk  o n  in v e s tm e n ts  o th e r  in v e s to r s  will n o t m a k e . T h is  is 

a s k in g  a  sm a ll s e g m e n t  of th e  c it iz e n s  of th e  S ta te  to  b e a r  th e  risk  for th e  

s u p p o s e d  g o o d  of all th e  S ta te .  Is it fa ir  to  d e m a n d  th a t  o u r  p e n s io n o r s - 71* ^ ^ ^  

risk  th e ir  fin a n e ta l- o e c u r ity fo r e t f f  b e n e f i j?  ^ w t h e f r f e b o u ld  b e - n o te d - th a t  - 

"The d o lla rs  in th e  p e n s io n  fu n d s  a r e  n o t p u b lic  fu n d s . C o u r ts  h a v e  

c o n s is te n t ly  d e c la r e d  th a t  S ta te  p e n s io n  fu n d s , like all o th e r  p e n s io n  

f u n d s ,  a re  n o t p u b lic  fu n d s , b u t b e lo n g  on ly  to  th e  p e n s io n e r s  th e y  c o v e r  

a n d  n o  o n e  e ls e .

B o th  P E R S  a n d  T R S  h a v e  th e  ability  to  in v e s t  in s o u n d  p ro je c ts  in A la sk a  

a lo n g  with th e  r e s t  of th e  " m a rk e t”. P ru d e n t  in v e s to rs  g ra v ita te  n a tu ra lly  

to  s o u n d  in v e s tm e n ts .  T o  e x p e c t  o u r  p e n s io n e r s  to  g a m b le  w ith th e ir  

f in a n c ia l fu tu re s  in p ro je c ts  in w hich  o th e r s  w o u ld  n o t in v es t is b o th  

u n r e a s o n a b le  a n d  u n w ise .

H e lp  s to p  th is  ra id  o n  o u r  p e n s io n e r 's  fu tu ie s .  C o n ta c t y o u r le g is la to rs  

a n d  tell th e m  y o u  a i e  o p p o s e d  to  HB N o. 3 4 5 .

S in c e re ly ,

M ic h a e l J . Kirk
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I  am opposed to House B i l l  345, in  p a r t i c u l a r  S e c t io n 2 a. (1 0 ) .
I t  i s  an a t t a c k  upon the i n t e g r i t y  o f the Pension In ve s tm en t 
B oa rd 's pu rpose , wh ich i s  to  p r o t e c t the p r i n c i p a l o f r e t i r e m e n t 
funds and earn money to  pay f o r  p en s io n s . I  suppo r t the independence 
o f the Pens ion In ve s tm en t Board . No s t r i n g s  shou ld be a t ta ch e d 
to the a b i l i t y  o f the Board to  h i r e  managers and a d v is e r s  wh ich 
i t  b e l ie v e s to  be the b e s t peop le to p ro v id e  in ves tm en t re tu r n s  
which w i l l  meet the f u t u r e  f i n a n c i a l o b l i g a t i o n s  o f pay ing f o r  
teache rs and s ta t e  w o rke rs re t i r e m e n t .

The Pens ion In ve s tm en t Board was se t up to g iv e employees a v o ic e  
and some c o n t r o l ove r the in ves tm en t d e c is io n s re g a rd in g ou r 
re t i r e m e n t funds . The ju n k  bond in ve s tm en ts o f E xe c u t iv e L i f e  
went so u r , wh ich pu t SBS funds a t r i s k  o f huge lo s s e s . Tha t i s  
the reason t h a t the Pens ion In ves tm en t Board was se t up in  the 
f i r s t  p la ce .T he L e g i s l a t u r e  shou ld n o t make the Pens ion "nves tm en t 
Board h i r e  l o c a l managers, o r in v e s t a c e r t a i n  pe rcen tage in  A la s ka , 
f o r  th a t m e t te r . The Board concep t i s  wo rk ing w e l l i n  a c t u a l i t y ,  
and i t  shou ld be a l low ed to con t in u e i n  i t s  p re sen t fo rm . The Board 
i s  f r e e  to  h i r e  A la skan managers i f  i t  chooses, bu t o n ly i f  i t  chooses 
f r e e l y  w i t h o u t p o l i t i c a l  mandates o r p re s s u re .

Teacher and s ta te  employee pens ion funds shou ld be managed f o r  the 
so le b e n e f i t  o f employee re t i r e m e n t fu nd s . They shou ld no t be seen 
as ano th e r p o t o f money f o r  the L e g i s l a t u r e  to earmark f o r  jo b  c r e a t io n , 
economic deve lopmen t, o r i n f r a s t r u c t u r e  p r o je c t s  in  A la s ka . Those p r o je c t s  
shou ld be funded w i t h  g e n e ra l fund money o r the AIDEA. Pens ion funds 
are compensa tion f o r  many yea rs o f de d ic a te d s e rv ic e  to A laskans by 
teache rs and s ta te  employees. P ruden t independen t in ve s tm en t d e c is io n s 
by the Pens ion In ve s tm en t Board w i l l  r e s u l t  in  money be ing d e l i v e r e d  to 
re t i fe e s who can then spend i t  themse lves to he lp A la s k a 's  economy.

r e :  H ouse B i l l  345

S in c e re ly ,

T im V o lw i l e r ,  ves ted member 
T ea ch e r 's Reirement System
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D y n a m i c  C a p i t a l  M a n a g e m e n t ,  I n c .

March 20, 1996

Chairperson and Committee Members 
House State Affairs Committee

Dear Members of the Committee:

My name is David Gottstein. I am the president of Dynamic Capital Management, an 
Alaskan based Investment Advisory firm specializing in large capitalization equities. I 
am in the market to manage other peoples* money for a fee. This includes government 
pension assets. On the surface, because I might gain materially from its passage, you 
might assume that I would favor HB 345 as it is currently written. You would be very 
wrong. I am also a life-long Alaskan, and I do not think the bill as written serves the 
residents of Alaska or would accomplish the goals intended.

Even though the intent of the proposed legislation should gain wide approval within the 
state, the mechanism used is fundamentally flawed on a number of issues. With more 
focused analysis, a much better formula could be devised.

As members of the legislature, you are charged with the difficult task of balancing your 
fiduciary obligations to grow and to protect the pension and other assets of state 
government with your obligations, as citizens charged with the general welfare of your 
constituencies, to seek the growth of employment opportunities for Alaska’s residents. I 
believe the solution would be to adopt a legitimate prejudice to hire firms that can show 
that the bulk of their human resources, wherever possible, are located in Alaska, and 
that services are provided without materially sacrificing competency, performance, or 
competitiveness in the area of fees, charges or commissions. There are several 
reasons why a quota system would not establish a system of checks and balances to 
accomplish the goal of having a legitimate prejudice to hire such Alaskan firms. For 
example:

1. The legislation, currently written establishing a quota system, could result in 
disaster. It is important that the decision makers assigning contracts feel ownership in 
the outcome and performance of their decisions. Bv focusing the decision making 
process on a mandate to hire Alaskans, state decision makers are forced to abdicate 
their primary responsibility as fund protectors to become job creators. If a bad 
performance ensues from one of the marginally qualified Alaskan contractors, 
fiduciaries cannot be held accountable, because they were forced by statute to select 
from a limited pool. It would be better for all if competency did not have to take a back 
seat in the decision-making process. Can you imagine a standard so low that one is 
required to hire someone unless they are determined to be unqualified? Do you know 
what one calls the person who graduates last in his or her medical class? He or she is 
called Doctor. This path is laced with potential mines.

471 W 3Glh Avenuo. Suilo 201 • Anchorago, Alaska 99503 ♦ 907-562-6374 • 907-563-9502 Fa*
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2. The second flaw lies within the language, not the intent. The language in part says 
"services provided by persons located in the state...". The potential problem here is that 
legally a "person" can mean a human or an entity. A company with an office in Alaska, 
with only an order taker, might qualify, even though personnel in other states were 
actually getting paid for the services. Brokerage services might appear to go through 
an Anchorage or Fairbanks office, but actually be credited to an institutional New York 
broker when determining commission income and bonuses.

3. There is also a human factor. It is obvious from the way the legislation is written that 
the drafters have given up on the state bureaucracy’s ability to contract services 
without a prejudice against local hire. They have no incentive to do so. They would 
rather go to Phoenix to check up on a money manager than Anchorage. Attempting to 
beat them into submission by expecting them to adopt a new agenda and to perform it 
appropriately and with enthusiasm is, quite frankly, naive. Perhaps a better approach 
would be to convince the procurement officers that Alaskan employment "wiir be a 
secondary, but a legitimate criteria in the selection process. Rather than cramming a 
process down their throats that they don't believe in, getting input from them on how to 
accomplish both goals simultaneously would yield better results.

4.1 believe the main challenge here is to devise a method whereby the state does not 
suffer from using local hire but rather supports and fosters growth in an immature but 
potentially significant industiy. Current requirements sometimes preclude the state from 
nurturing a promising financial services industry. Therefore, in part, we may have to 
deal with certain regulatory or policy issues that act to discriminate against local hire 
because of company size and age, or amount of assets under management. Nascent 
industries need help most in their early stages of development. They often don't need 
much business to help them significantly. Let me next suggest two different 
approaches that may work better than a quota system.

Instead of quota standards that set a minimum percentage as a goal, a peer review 
qualification test could be maintained that requires, at a minimum, above average 
competency. This could be done by inserting the language I used previously such as" 
to institute a legitimate prejudice policy to hire firms who can show that the bulk of the 
human resources engaged in providing purchased services are located in Alaska, and 
that services are provided without materially sacrificing competency, performance, or 
cost." This does not require Alaskan companies to be the best or the cheapest, but 
they would have to be competitive. Fiduciaries could then be required to manage the 
execution of the policy.

Another approach, not dissimilar from that which other institutions use as a matter of 
course, would be to craft a farm team program for investment m a n a g e rs  with a  
relatively modest dollar commitment. This would require the trustees to engage local 
hire farm or test teams under guidelines they deem appropriate. The quota system 
recommendation came as a result of frustration within the industry. A better approach 
would be to tell fiduciaries that they must engage in an affirmative action plan without 
dictating to them how to do it. A quota system could result in significant performance 
issues with a marginally-performing service provider, discrediting the whole intent of 
the legislation.



03/20/96 10:48 0 9 0 7  561 0604 DYNAMIC RESEARCH @004

These are just a few words on what might be a delicate subject. I would be happy to 
answer questions from the committee members.

David Gottstein

P r i m e r
Dynamic Capital Management, Inc.
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4 * 0 0  « 0  CUSHMAN STREET
FAIRBANKS, ALASKA 99701-4083 

OFFICE! 907-459-6793 
HOME OFFICE: 907-456-8637

CITY OF FAIRBANKSJames C. Hayes, Mayor

March 20,1996

The Honorable Jeanette James 
State Capitol, Room 102 
Juneau, Alaska 99801-1182

Delivered by Fax No. (907) 465-2381

Re: HB No. 345

Dear Representative James:

I am v/riting to you In support of moving HB No. 345 on to the House Finance Committee. 
This bill can and will have a very beneficial impact on the private sector in Fairbanks and 
the rest of Alaska. Private sector financing stimulated by partnership with state 
government will force financial markets outside Alaska to allow the state realistic Interest 
rates. It is critical to the long term grown of this city and the state as a whole to reconnect 
Alaska to the financial markets of Wall Street. The impact of reducing interest rates from 
Prime + 3, to a fixed interest rate tied to the 30 year T Bond, will stimulate business by 
lowering the cost of occupancy through a reduction in debt service.

Please study this program and appreciate that while Alaskans should be encouraged to 
buy Alaska, Alaskans should also be encouraged to invest in Alaska. The best way for this 
to happen is for the State of Aiaska to lead the way with an investment of a portion of its 
30 billion dollar investment funds, Alaskans need to help themselves before outside 
financial markets are going to invest In Alaska. The State needs show leadership.

Sincerely,

CITY OF FAIRBANKS

JCH:bss



A l a s k a  V a l u a t i o n  S e r v i c e ,  I n c .
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F e b r u a r y  2 9 ,  1 9 9 6

M r .  J i m  C r a w f o r d  
C i t y  C o m m e r c e  C o r p o r a t i o n  
3 2 0 1  C S t r e e t  
A n c h o r a g e ,  A l a s k a

D e a r  J i m ,

T h i s  l e t t e r  i s  i n  r e s p o n s e  t o  o u r  c o n v e r s a t i o n  r e l a t i v e  t o  r a t e s  
f o u n d  i n  t h e  r e a l  e s t a t e  m a r k e t  i n  A l a s k a  w h i c h  a r e  u s e d  i n  t h e  
c a p i t a l i z a t i o n  p r o c e s s .  Y o u  i n q u i r e d  a s  t o  r e a s o n s  why t h e  
A l a s k a  c a p i t a l i z a t i o n  r a t e s  a p p e a r  t o  b e  c o n s i s t e n t l y  h i g h e r  t h a n  
t h o s e  d e m o n s t r a t e d  i n  s i m i l a r  m a r k e t s  i n  t h e  o t h e r  s t a t e s  a s  
e v i d e n c e d  b y  y o u r  c o n v e r s a t i o n s  w i t h  s t a t e s i d e  l e n d e r s  a n d  
n a t i o n a l  s t a t i s t i c s .

We t o o  o f t e n  r e c e i v e  c o m m e n t s  a n d  q u e r i e s  f r o m  o u t s i d e  l e n d e r s  
who  r e a d  t h e  a p p r a i s a l s  a n d  a s k  f o r  c l a r i f i c a t i o n  o n  t h e  r a t e s  
b e c a u s e  i n  m o s t  s t a t e s  a  l o w e r  r a t e  m e a n s  a  h i g h e r  v a l u e  a n d  
A l a s k a  r e a l  e s t a t e  l o o k s  l i k e  a  r e a l  b a r g a i n .  T h e  f a c t  i s  t h a t  
o v e r  t h e  3 0  y e a r s  I  h a v e  b e e n  a  f e e  a p p r a i s e r ,  a l l  o f  t h e  v a r i o u s  
m a r k e t s  i n  A l a s k a  h a v e  c o n s i s t e n t l y  s h o w n  y i e l d s  a n d  r a t e s  o f  
r e t u r n  a t  h i g h e r  l e v e l s  t h a n  a r e  r e q u i r e d  b y  i n v e s t o r s  i n  o t h e r  
s t a t e s .

P a r t  o f  t h i s  may  b e  d u e  t o  t h e  f a c t  t h a t  A l a s k a  f o r  m an y  d e c a d e s  
v/as c o n s i d e r e d  t h e  " f r o n t i e r "  a n d  i n  s u c h  e n v i r o n m e n t s  t h e  r i s k  
i s  p e r c e i v e d  t o  b e  g r e a t e r ,  t h e r e f o r e  t h e  r e w a r d  n e e d s  t o  b e  
h i g h e r .  T h e  r e w a r d  i s  o f  c o u r s e  t h e  r a t e  o f  r e t u r n ,  a n d  t h a t  i s  
d e m o n s t r a t e d  b o t h  b y  t h e  c a s h  f l o w  a n d  t h e  r a t e  o f  c a p i t a l i z a t i o n .  
E v e n  t h o u g h  t h e  r i s k  i s  now n o  g r e a t e r  t h a n  i n  c o m p a r a b l e  a r e a s  
o f  t h e  o t h e r  s t a t e s ,  t h e  h i g h e r  r a t e s  o f  r e t u r n  h a v e  r e m a i n e d .
T h i s  h i g h e r  y i e l d  r e q u i r e m e n t  h a s  b e e n  m a i n t a i n e d  b y  a  v a r i e t y  o f  
w a y s ,  m o s t  i m p o r t a n t l y  i s  t h e  r e l a t i v e  l a c k  o f  r e a s o n a b l e  t e r m  
a n d  c o s t  f i n a n c i n g  o n  c o m m e r c i a l  p r o p e r t i e s .  B e c a u s e  o f  t h e  l o a n  
t e r m s  a n d  i n t e r e s t  r a t e s ,  f e w e r  p u r c h a s e r s  a r e  a b l e  t o  p a r t i c i p a t e  
i n  t h e  c o m m e r c i a l  m a r k e t ,  a n d  t h o s e  t h a t  a r e  a b l e  t o  p u r c h a s e  
h a v e  b e e n  a b l e  t o  r e q u i r e  i n v e s t m e n t  y i e l d s  w e l l  a b o v e  l i k e  
p r o p e r t y  r e t u r n s  i n  o t h e r  s t a t e s .

E v e n  i n  t h e  b e s t  o f  t i m e s  h e r e  c a p i t a l i z a t i o n  r a t e s  r a r e l y  g e t  a s  
l o w  a s  1 0% ,  a n d  m o s t  o f t e n  a r e  i n  t h e  1 1  t o  12% r a n g e .  T h i s  d o e s  
m a k e  f o r  e x c e l l e n t  p e r s o n a l  i n v e s t m e n t s  i f  y o u  h a v e  t h e  a b i l i t y  
t o  p a r t i c i p a t e  i n  t h e  m a r k e t .  T h e  l a c k  o f  f i n a n c i n g  h o w e v e r  h a s  
h a d  a n  e f f e c t  o n  t h e  a b i l i t y  o f  p r o p e r t y  t o  b e  a b s o r b e d  w h en  t h e
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m a r k e t  s l o w s .  B u y e r s  who s e e  p r i c e s  s o f t e n i n g  w a n t  t o  p u r c h a s e  
t o  s e c u r e  l o n g  t e r m  i n v e s t m e n t  p r o p e r t i e s  a t  b e t t e r  p r i c e s  b u t  
a r e  n o t  a b l e  t o  g e t  f i n a n c i n g .  As a  r e s u l t ,  m a r k e t  d e c l i n e s  h a v e  
t h e  p o t e n t i a l  t o  b e c o m e  m o r e  p r o n o u n c e d  t h a n  t h e y  w o u l d  b e  i f  
t h e  r e a l  e s t a t e  m a r k e t  h a d  m o r e  l i q u i d i t y  b y  v i r t u e  o f  h a v i n g  
m o r e  u s e r s  a n d  i n v e s t o r s  a b l e  t o  p a r t i c i p a t e .

An e x a m p l e  o f  w h a t  l a c k  o f  l i q u i d i t y  c a n  d o  i n  a  m a r k e t  w a s  
d e m o n s t r a t e d  i n  o u r  c o n d o m i n i u m  m a r k e t  i n  t h e  l a t e  1 9 8 0 ' s  when  
m o s t  o f  t h e  l o a n s  w e r e  n o n  a s s u m a b l e ,  a n d  b u y e r s  w e r e  n o t  a b l e  
t o  f i n d  r e a s o n a b l e  f i n a n c i n g .  B u y e r s  w o u l d  h a v e  a s s u m e d  m any  o f  
t h e  l o a n s  w e r e  t h e y  a b l e ,  b u t  c o u l d  n o t ,  a n d  t h e  p r o p e r t i e s  
d e c l i n e d  i n  v a l u e  u n t i l  t h e y  w e r e  p u r c h a s e d  a t  f i r e  s a l e  p r i c e s  
f o r  c a s h .

I n  c o n c l u s i o n ,  h i g h  c a p i t a l i z a t i o n  r a t e s  a n d  t h e i r  s u b s e q u e n t  
h i g h e r  i n v e s t m e n t  y i e l d s  t o  c o m m e r c i a l  p r o p e r t y  o w n e r s  h a s  b e e n  
p r e s e n t  i n  A l a s k a  m a r k e t s  f o r  m an y  y e a r s .  We b e l i e v e  t h e  
s o m e w h a t  l i m i t e d  a v a i l a b i l i t y  o f  f i n a n c i n g  f o r  s u c h  p r o p e r t i e s  i s  
p a r t  o f  t h e  r e a s o n  f o r  t h a t .  A n o t h e r  r e a s o n  h o w e v e r  i s  t h a t  
i n v e s t o r s  h a v e  g o t t e n  u s e d  t o  h i g h e r  y i e l d s  i n  r e a l  e s t a t e ,  a n d  I  
b e l i e v e  t h a t  s l i g h t l y  h i g h e r  y i e l d s  w i l l  c o n t i n u e  i n  t h i s  s t a t e  
e v e n  i f  b e t t e r  f i n a n c i n g  w e r e  a v a i l a b l e .  T h e  d i s p a r i t y  i n  r a t e s  
b e t w e e n  A l a s k a  a n d  t h e  o t h e r  s t a t e s  w o u l d  n o t  b e  a s  s t a r k  i f  
p r o p e r t y  w e r e  m o r e  e a s i l y  f i n a n c e d .

T h e s e  c om m en t s  a r e  o f  c o u r s e  my v i e w  o f  t h e  m a r k e t ,  b u t  I  b e l i e v e  
y o u  w i l l  f i n d  g e n e r a l  c o n s e n s u s  f r o m  o t h e r  a p p r a i s e r s  a n d  
R e a l t o r s  i n  t h i s  a r e a .

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

A l f r e d  J .  F e r r a r a ,  M A I ,  SRA


