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Alaska State Legislature

SENATE sfa'toe' CBaOXit(X

O ffice of the President Juneau, Alaska 99811
(907)465-3755

MEMORANDUM
April 14, 1988

TO: Representative Dave
House Labor and

FROM: Senator Jan Faiks
President of the

SUBJECT: CSSB 438 (Fin)

CSSB 438 (Fin) has been referred to the Labor and Commerce
Committee for consideration. This bill adds a new chapter to
Title 8 of the Alaska Statutes, requiring the licensing of common
interest community managers.

Common interest communities are regulated in AS 34.07 (horizontal
property regimes) and 34.08 (common interest communities). These
communities include properties in which the owners of individual
units in a building or other real property jointly own the common
areas. The most common example is the condominium.

Common interest communities frequently employ a professional manag
er to handle the affairs of the community association, and various
businesses bid to obtain these contracts. As you know, AS 34.07
and 34.08 are complex, and impose many legal requirements on the
operation of common interest communities. Unfortunately, at the
present time only a small percentage of persons working as profes-
sional managers are really qualified to do so.

Moreover, managers frequently have sole-signature authority over
the reserve accounts of community associations. In Alaska, these
accounts can total several hundred thousand dollars. There have
already been cases of managers embezzling significant sums from
local community associations.

To make certain that those who act as professional managers pos-
sess the minimum necessary level of knowledge, and to ensure that
certain standards of integrity are maintained, 1 believe that the
professional managers of community associations should be licensed
by the state. CSSB 438 (Fin) accomplishes these goals.



Following are some commonly asked questions about this legisla-
tion, and the answers to them:

1. What does a common interest community manager do?

The manager is responsible for the day-to-day operation of the
association. This includes collecting dues, dealing with
mortgagors, arranging for maintenance and repair on the common
areas, perfecting liens, and keeping the books.

2. Is an independent board created to regulate managers?

No, the Department of Commerce and Economic Development is
given this authority.

3. Do all persons who manage community associations have to be
licensed?

No, only persons who contract with community associations to
act as professional managers. Smaller associations which are
managed in-house by officers or board members of the associa-
tion are unaffected by this bill, since those persons are
exempted from licensure.

4. How many people does this bill effect?

At the present time, it iIs estimated that approximately 50
persons are acting as the professional managers of community
associations in Alaska.

5. Are persons currently acting as managers required to take
classes in the law of common interest communities before re-
ceiving their initial license?

No. Since no classes are yet approved by the department, it
is impossible to require this. Education is only required for
renewal of the the initial license. The department has the
discretion, however, to require Ffirst-time licensees to take
classes in the future, when this becomes practical.

Specifically, the bill makes the following changes and additions
to current law:

Section 1 Makf.s AS 08.01, relating to centralized licensing,
applicable to common interest community managers.

Section 2 Gives the Department of Commerce and Economic Devel-
opment the authority to perform all necessary administrative du-
ties with respect to the licensing of managers.

Section 3 Adds a new chapter to AS 08:

Sec. 08.15.010 @ An individual, 18 years of age or older,



shall be licensed by the department on payment of a fee, on
proof that the individual has not engaged in conduct that 1is
grounds for imposing disciplinary sanctions under AS
08.15.040, and on meeting any additional requirements estab-
lished by the department.

(M An individual licensed under (@ may renew the license if
the person takes 24 hours per year of approved classes in the
law of common iInterest communities or in business or account-
ing.

Sec. 08.15.020 Exempts certain persons from licensing re-
quirements, including (@ officers or employees of AHFC or of
a bank or other financial institution; () an attorney li-
censed iIn the state; (¢) an officer or member of the board of
a common interest community who is managing that community; or
(@ an employee of a common interest community other than the
manager .

Sec. 08.15.030 Authorizes the department to set licensing
fees.

Sec. 08.15.040 Specifies grounds for imposing disciplinary
sanctions on a manager.

Sec. 08.15.050 Specifies the types of sanctions which may
be imposed for committing an act under .040.

Sec. 08.15.060 Prohibits persons who are not licensed or
exempted from licensure from managing a common interest commu-

nity.

Sec. 08.15.070 Makes violations of 08.15.060 a class B
misdemeanor .

Sec. 08.15.080 Authorizes the department to adopt regula-
tions to implement this chapter.

Sec. 08.15.100 Defines "department” as the Department of
Commerce and Economic Development.

zion 4 Makes a technical change to AS 34.03.490(b).

se contact my office if you have any questions or comments.
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REQUEST: FISCAL NOTE
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Sponsor: Senator Faiks Components :

Requestor. senate Finance Committee

EXPENDITURES/REVENUES:  (Thousands of Dollars)
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PERSONAL SERVICES
TRAVEL
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MISCELLANEOUS
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ANALYSIS (Attachasggaragepageif_necessary) TA s fiscal note is based on the
assumption that individuals will be licensed initially/ with a

growth rate of at least 5 new applicants each year. The revenues
to be generated are assuming licensees will pay $50 per year and
renew on a biennial cycle. IT expenditures are authorized by
rogram receip—garO-p"ogr/@"p’\sta"wiII be covered by the revenue
en rﬁlt.eao .
ggpar.ed,y. - —— — Phone: 46571751
vision: Senator Rick Hjfiford, Co chairman Dath.—a/7/p4
Senate Finance Committee ™

Approved by Commissioner: Date :
Agency:

Distribution (bz,preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) P3¢ 0 frmememe
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