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^Section 1. AS 08.03.010(c)(18) is amended to read:

(18) Real Estate Commission (AS 08.SB,.011) - - June 30, 1221 11987].

^Section 8. AS 08.88.031 is repealed and reenacted to read:

Sec. 08.88.031. Executive secretary of commission. The department 
shall, after consultation with the board, employ a person who is not a
member of the commission, to serve as executive secretary of the real
estate commission. The executive secretary shall perform duties as 
prescribed by the commission.

^Section 3. AS 08.88.037 is amended to read:

Sec. 08.88.037. Investigation and injunction. (a) The commission 
Sball 1MAY, UPON ITS OWN MOTION,] rs£3u£S_i:_±b.2_d.L'lmen±_±o_ conduct 
investigations to determine whether a person has violated a provision 
of this chpater or a regulation adopted under it, or to secure 
information useful in the administration of this chapter.

^Section 4. AS 08.88.061 is amended to read:

Sec. 08.88.061. Assistants. The commission may use [EMPLOY] 
assistants to

(1) prepare questions on examinations?
(£) grade examinations* Ey]
[(3) INVESTIGATE ALLEGED VIOLATIONS OF THIS CHAPTER.]

THE FOLLOWING SHOULD BE BEEEQLED1

Sec. 08.88.034. Investigator of the commission.

Sec. 08.88.101. Administrative duties of the commission. (Note: The
department's authority .'.s listed under AS 08.01.050.)

Sec. 08.88.121. Sale of Register. (Note*. See AS 08.01.050(12).)

Sec. 08.88.231. Deposit in general fund. (Note*. This is covered by AS
37.10.050 and .060.)

THE FOLLOWING REQUIRE SOME AMENDING AS NOTED*.

Substitute "department" for "Executive Director".

Substitute "department" for "commission".
Same as above.

Sec. 08.88.251 - Need some substitution oT "department" for "commission".
Same as above.

Se<_ • 08,,88..037 (b)

Sec. 08 .88,.191 (b)
Sec. 08..88..221 (d)

Sec. 08..88.,251 -
Sec. 08..88.,490 -
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IN THE SENATE C:

ClT FO R SENATE BILL NO. 39

BY ZHAROFF

by £ c g u £ 5 t

IN THE L EGIS LATURE OF THE STATE OF A L A S K A  

F I F T E E N T H  L EGISLATUR E - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to, the Real Es.tate Commission."

BE IT ENACTED BY THE L E GISLATU RE OF THE STATE^ OF ALASKA:

Section 1. AS 08.01.010 is amended by adding a n e w  paragraph to read: 

(27) Real Estate Commissio n (AS 08.88.011).

Sec. 2. AS 08.01.050(a) is amended to read:

(a) The department shall p e rform the following a d m i nistrative  

and budgetary services w h e n  appropriate:

(1) collect fees and issue receipts;

(2) m a i n t a i n  records and files;

(3) issue and receive application forms;

(4) n o tify applicants of acceptance or rejection of a p p l i­

cants as determined b y  the boa rd or as determined by the department

under AS 08.11 for a u d i o l o g i s t s , under AS 08.45 for naturopaths, or

under AS 08.55 for hearing aid dealers;

(5) designate dates examinations are to be held and notify

a p p l i c a n t s ;

(6) publish notice of examination;

(7) arrange space for holding examinations;

(8) notify applicants of results of examinations;

(9) issue licenses and certificates or ^ernorary licenses

or certificates as authori zed bv the board or as author: zed hv ~ru>

department under AS 08.11 ^or audiologists, under AS 08. -5 for 

paths, or under AS 08.55 for hearing aid den Lorn;

(10) issue implicate licenses or -or - i f ica t u  :::on orocf

-I- SSSB 39
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r
by the licensee of loss of the orig inal and payment by the licensee of 

a fee of $2 except as otherwise pro vided in this title;

(11) n o t i f y  licensees of renewal dates at least 30 days

before the expiration  date of their licenses;

(12) compile and m a i n t a i n  current a register of licenses;

(13) answer routine inquiries;

(14) m a i n t a i n  files relating to individual licensees;

(15) arrange for printi ng and advertising;

(16) p u r chase supplies;

(17) employ secretarial help w h e n  needed;

(18) p e r f o r m  other services that may be requested by the

b o a r d ;

(19) provide investigative services to the boards e s t a b­

lished u n der AS 08.04, AS 08.20, AS 08.36, AS 08.64, AS 08.68, AS 08.-

70, AS 08.71, AS 08.72, AS 08.80, AS 08.84, [AND] AS 08.86, and AS 08.- 

88, for the purpose of as sisting those boards in matters of p r o f e s­

sional discipline and in r e sponding to consumer complaints.

* Sec. 3. AS 08.01.065(a) is amended to read:

(a) The department shall adopt regulations that esta blish the

amount and m anner  of payment of application  fees, e xami n a t i o n  fees, 

license fees, r e g i s t r a t i o n  fees, permit fees, investigation fees, and 

all other fees as a pp ropriate for the occupations covered bv this 

chapter [AND FOR REAL ESTATE BROKERS AND SALESMEN UNDER AS O S . 88].

* Sec. 4. AS 0 1.03.010(c ) (18) is amended to read:

(18) Real Estate Com mi s s i o n  (AS 08.38.01!) -- .June 10, '0 9 ^

[ 1987] .

* Sec. 5. AS 08.88.031 is repealed and reenacted to read:

Sec. 08.88.031. EXECUTIVE SECRETARY OF C O M M I S S I O N . Ihe d e p a r t­

ment shall, after consultat ion with the ..ommisslon, employ i terser,, 

SSSB 39 -2-
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who is not a member of the commission, to serve as executive secretary 

for the commission. The executive secretary shall p e r f o r m  duties as 

a s s i gned b y  the commission.

* Sec. 6. AS 08.88.037 is amended to read:

Sec. 08.88.037. I N V ES TIGATION AND INJUNCTION. (a) The c o m m i s­

sion m a y  request the department to [, UPON ITS OWN MOTION,] conduct 

investigations to determine whether a person has vio lated a pro vision 

of this chapter or a r e g u l a t i o n  a d o pt ed under it, or to secure i n f o r­

mat i o n  u s eful in the admini s t r a t i o n  of this chapter.

(b) If it appears to the department [EXECUTIVE DIRECTOR] that a 

person has engaged in or is about to engage in an act or pra ctice in 

viola t i o n  of a provision of this chapter or a regulation adopted under 

it and that action is w a r r a n t e d  in the public interest, the department 

[EXECUTIVE DIRECTOR] shall n otify all commission members by telephone 

or telegraph of a proposed order or action, and, if a m a j o r i t y  of the 

members of the commission approve, the department [EXECUTIVE DIRECTOR] 

may

(1) after reasona ble n otice of and an opportunity for a 

hearing is given to the person, issue an order directing the p erson to 

stop the act or practice; the department [EXECUTIVE DIRECTOR] may 

issue a temporary order before a heari ng is held; a temporary order 

remains in effect until a final order affirming, modifying, or r e v e r s­

ing the temporary order is issued or until 15 days have elapsed after 

the person receives the notice and has not requested a hearing; a 

temporary order becomes final if the person to wh om “he notice Is 

addressed does not request a hearing within ’5 days Liter -eceiving 

the notice; if a hearing is requested, a hearing .shall be conducted by 

a hearing officer within 30 days; the commission shall issue i final 

order w ithin 10 days alter “he hearing;

J 3 S B  39-  j  -
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(2) bring an action in superior court to enjoi n the act or 

practice and to enforce compli ance w i t h  this chapter, a r e g u l a t i o n

adopted under it, or an order issued under it;

(3) examine or have exa mined the books and records of a 

p erson whose  business activities require licensure under this chapter  

and the department [EXECUTIVE DIRECTOR] m a y  require the person to pay 

the reasonabl e costs of the examination; and

(4) issue subpoenas for the attendance of witnesses, and

the produc t i o n  of books, r e c o r d s ^  and other documents.

* Sec. 7. AS 08.88.061 is amended to read:

Sec. 08.88.061. ASSISTANTS. The commission m a y  use [EMPLOY]

assistants to

(1) prepare questions on examinations;

(2) grade examinations [;

(3) INVESTIGATE A L L E G E D  VIO LATIONS OF THIS C H A P T E R ] .

* Sec. 8. AS 08.88.191(b) is amended to read:

(b) If the commissio n authorizes the department to contract 

[CONTRACTS] w i t h  a national testing service to prepare, administer and 

grade examinations,

(1) the commission  shall r e v i e w  the e xamination and approve 

its contents;

(2) application for the examination, accomp a n i e d  bv the 

proper filing fee, may be t ransmitted by r.he applicant directly to the 

national testing service.

* Sec. 9. AS 08.83.034, 08.88.101, 08.38.121, and :3.38.231 are re­

pealed .

S S S B  39 ■ a  -



REAL ESTATE COMMISSION 
STAGGERED RENEWAL GROUPS 

AND
REVENUE PROJECTIONS

FY 1 9 8 8 - 9 5  P ag e  1

oup FY Revenues FY Revenues FY
( 1 6 0  L i e ) ( 1 6 0  L i e )

A 88 5 , 0 0 0 89 2 0 , 0 0 0 91
B 88 5 , 8 3 3 . 3 3 89 2 0 , 0 0 0 91
C 88 6 , 6 6 6 . 6 7 89 2 0 , 0 0 0 91
D 88 7 , 5 0 0 . 0 0 89 2 0 , 0 0 0 91
E 88 8 , 3 3 3 . 3 3 89 2 0 , 0 0 0 91
F 88 9 , 1 6 6 . 6 7 89 2 0 , 0 0 0 91
G 88 1 0 , 0 0 0 . 0 0 89 2 0 , 0 0 0 91
H 88 1 0 , 8 3 3 . 3 3 89 2 0 , 0 0 0 91
I 88 1 1 , 6 6 6 . 6 7 89 2 0 , 0 0 0 91
J 88 1 2 , 5 0 0 . 0 0 89 2 0 , 0 0 0 91
K 88 1 3 , 3 3 3 . 3 3 89 2 0 , 0 0 0 91
L 88 1 4 , 1 6 6 . 6 7 89 2 0 , 0 0 0 91

FY 91
M 88 1 0 , 8 3 3 . 3 3 89 1 0 , 0 0 0 90
N 88 1 1 , 6 6 6 . 6 7 89 1 0 , 0 0 0 90
0 88 1 2 , 5 0 0 . 0 0 89 1 0 , 0 0 0 90
P 88 1 3 , 3 3 3 . 3 3 89 1 0 , 0 0 0 90
Q 88 1 4 , 1 6 6 . 6 7 89 1 0 , 0 0 0 90
R 88 1 5 , 0 0 0 . 0 0 90
S 88 1 5 , 8 3 3 . 3 4 90
T 88 1 6 , 6 6 6 . 6 7 90
U 88 1 7 , 5 0 0 . 0 0 90
V 88 1 8 , 3 3 3 . 3 4 90
W 88 1 9 , 1 6 6 . 6 7 90
X 88 2 0 , 0 0 0 . 0 0 90

•T-•FY88 = 3 0 0 , 0 0 0 T - FY89 = 2 9 0 , 000

Revenues  
( 1 6 0  L i e )

FY Revenues FY 
( 1 6 0  L i e )

2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
2 0 , 0 0 0 93 95
T = 2 4 0 , 0 0 0 FY 93 T = 2 4 0 ,0 0 0
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94
2 0 , 0 0 0 92 94

FY 92 T = 2 4 0 ,0 0 0  FY 94 T = 2 4 0 ,0 0
T -FY 90  = 2 4 0 , 0 0 0

1 9 M B



REAL ESTATE COMMISSION 
STAGGERED RENEWAL GROUPS 

AND
REVENUE PKO.TECTIONS

FY 1 9 8 8 - 9 5  Page  2

G roup Ren 
M os .

N e x t
Renewa l

FY
NR

N ex t
Renewal

Ren
Mo

FY
NR

N ex t
R enew a l

FY
NR

Ren .
Mos.

A 6 J u l y  88 89 J u l y  90 91 24
B 7 Aug. 88 89 Aug. 90 91 24
C 8 S e p . 88 89 S ep . 90 91 24
D 9 O c t . 88 89 O c t .  90 91 24
E 10 Nov . 88 89 N ov . 90 91 24
F 11 Dec . 88 89 Dec . 90 91 24
G 12 J a n . 89 89 J a n .  91 91 24
H 13 F eb . 89 89 F eb .  91 91 24
I 14 M ar. 89 89 M ar . 91 91 24: '
J 15 A p r . 89 89 A p r .  91 91 24
K 16 May 89 89 May 91 91 24
L 17 June 89 89 Ju ne  91 91 24

M 13 F eb . 39 89 F eb .  90 12 90 F e b .  92 92 24
N 14 Mar. 89 89 M ar . 90 12 90 M a r . 92 92 24
0 15 A p r . 89 89 A p r .  90 12 90 A p r .  92 92 24
P 16 May 89 89 May 90 12 90 May 92 92 24
Q 17 June 89 89 Ju ne  90 12 90 Ju n e  92 92 24
R 18 J u l y  89 24 90 J u l y  91 92 24
S 19 Aug. 89 24 90 Aug. 91 92 24
T 20 Sep . 89 24 90 S ep . 91 92 24
U 21 O c t . 89 24 90 O c t .  91 92 24
V 22 Nov . 89 24 90 N ov . 91 92 24
w 23 Dec . 89 24 90 Dec 91 92 24
X 24 J a n . 90 24 90 J a n  92 92 24



.  .V .

FY 1988-95 P a g e  3

R E A L  E S T A T E  C O M M I S S I O N  

S T A G G E R E D  R E N E W A L  GR OU PS 

AND

R E V E N U E  P R O J E C T I O N S

F Y  R e v e n u e  P r o j e c t i o n

R e n e w a l s  - Se e ch art  (based on 3840 licen se es  - 160 hrs)

O t h e r  Re ne wa ls

L i c e n s e  exams 

N e w  exams 

Transfers, etc. 

O the r

900 x  30 

300 x  125 

12 0 0  x  25

= $1 8 , 0 0 0  

= $3 7 , 5 0 0  

= $ 3 0, 00 0 

= $10.000 

$ 9 5 , 5 0 0 . 0 0

FY 88 $ 3 9 5 , 5 0 0  ($ 300,000 + $95,500)

FY 89 $ 3 8 5 , 5 0 0  ($29 0, 00 0 + $95,500)

FY 90 $ 3 3 5 , 5 0 0  ( $2 40,000 + $95,500)

FY 91 $3 3 5 , 5 0 0  ($ 240,000 h $95,500)

These pro j e c t i o n s  as s u m e  a drop  in l i c e nse es  (total a c t i v e  + inactive) f ro m  the J a n u a r y  86 

nu m b e r  of 40 0 0  to 3840.



■ SB 39 An Act relating to real estate brokers and salespersons and to the 

Real Estate Commission and providing for an effective date.
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The Real Estate Commission is generally supportive of SB 39, however, there 

are several items that need to be looked at again in view of current fiscal 

problems and several items that still do not accomplish what they are 

intended for.

The commission does not support reducing the surety fund filing fee to $2F. 

The original purpose of the filing fee was to reduce "frivolous" claims.

This has been accomplished. The current claims filings are just over 40 per 

year. Previously we were receiving approximately 130 or more claims per

year. The number of claims being paid is about the same and perhaps a bit

higher than before the filing fee. The percentage of claims being paid has 

been running about 50%. This is an indication that we are still receiving 

claims in which there is <t question as to whether or not there is a valid

claim, but we are not receiving claims in which there is no chance of a

claimant prevailing.

A reduction of the fee to $25 would increase the filings to about the same 

number as the license complaints and would again inundate commission and 

staff in handling of claims. The additional hearing costs would be 

approximately $110,000 - $75,000 for hearing examiners and $35,000 for 

clerical support. This would almost triple our current surety fund 

processing cost. Without an additional full-time hearing examiner and a 

full-time clerical position, the additional load simply cannot be handled 

with existing personnel.

The commission has no documented case of a person not being able to file 

because of the fee. There have been several cases in which people had to 

get the money together before filing and numerous cases in which people with 

a claim that had no face validity claimed that they wouldn't file because 

they didn't have the money, but in these cases it seemed more likely that 

they had properly evaluated their claims as not having merit. In all cases, 

persons not having the $250 can still file a small claim action for the 

small claims filing fee. We know of none that have done this (and the 

grounds for winning a small claim are broader than those for a surety 

claim). If the problem being solved is that some people are (may be) unable 

to file a claim due to financial limitations a system providing for waiver 

of the fee under appropriate circumstances would be a better way to do it. 

One way to do this might be to require that a person be unemployed and have 

an unemployment card or be on public assistance. Authority to grant waivers 

could be assigned to the executive director with the concurrence of one 
commission member.

Reducing the filing fee amounts to giving the public a mandatory hearing on 

every complaint filed. This is not economically feasible at t'ns time. All 

fees have been raised for licenses in order to support the coi ission's 

current program. Raising them by 70% to handle a large number of 

inappropriate claims would be an unpopular move.
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SB 39 POSITION PAPER 

(Continued)
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Section 8 (AS 08.88.251(a), line 27). The words "the person's license 

certificate and . . need to be deleted. This section is inconsistent 

with current practice and with the regulations. The commission does not 

have licensees return certificates except in cases of disciplinary action. 

The return of licenses was found to create delays for licensees, confusion 

for all and significant additional cost to the commission. Current 

practices have been in use for at least seven or eight years and have not 

resulted in a single documented (or undocumented) problem.

Section 15 (AS 08.88.406). This section should be deleted. Based on 

further examination of the problem and a great deal of comment from members 

of the real estate industry, it appears that it would be better to give the 

commission authority (as AS 08.88.071(a)(9) would) to establish procedures 

by which brokers may set up arbitration through the current arbitration 

statutes rather than have the burden and cost of those arbitrations and 

their administration assumed by the commission. The cost of arbitrating 

these disputes, if assumed by the commission, could be as much as $100,000 

to $200,000 or more. If the commission wishes to take on the task of 

arbitrating these disputes itself, the commission can do so by regulation 

under .071(a)(9). In any case, with .071(a)(9) in place, .406 can be 

enacted as regulation and leaving it to regulation permits greater 

flexibility in solving the problem of earnest money disputes.

With these exceptions, the commission supports the proposed changes.

Section 3 (AS 08.88.081). This section has been rewritten several times to 

eliminate problems in drafting regulations due to the fact that the current 

language of the section appears to limit regulation drafting authority to 

only certain parts of the statute. I understand this section to be read as, 

"Including but not limited to (1-4)." This is what is needed.

In Section 2, the amendment to provide for confidentiality of records 

protects individuals from being harmed by unfounded allegations filed with 

the commission. It also protects individuals who file complaints from being 
sued or intimidated by threats of suits by licensees who claim they are 

being slandered. The public is best protected when alleged improprieties 

are not publicized until the commission has looked into them. Many times 

the determination of whether or not wrong has been done requires technical 

knowledge not available to the public. Other times people not technically 

sophisticated can perceive something as wrong when it is not. In both 

cases, the commission is the body that should screen the allegations before 

they can damage anyone. This is the basic premise upon which professional 

licensing boards and discipline is based and it requires confidentiality of 
certain records until the record is complete.

PAGE 2



SB 39 POSITION PAPER 

(Continued)

Section 6 (AS 08.88.171, line 21), apparently an editing oversight. One 

additional "entitled" needs to be changed to eligible.

Section 4. Publication is the primary means of prevention that the

commission can use to protect the public from widespread scams and to 

educate the licensees to problems and solutions to problems in the industry.

Section 6. Change entitle to eligible. The commission has been unable to

deny licenses to individuals that it has felt should not be licensed after

they were convicted of crimes. The commission feels that, because trust is 

such an important part of the fiduciary relationship, simply serving a 

sentence should not entitle a person to reinstatement of a real estate

license because that trust was broken. When a license has been revoked due

to a conviction, the commission feels that it should make a separate

determination of tne person's suitability for licensure.

(d) this change simply makes a vague term (promptly) definite (48 hours) and 

makes the law clear and uniformly enforceable.

Section 10. Most real estate licensees work as independent contractors. It 

is often difficult to establish whether or not a licensee was actually 

working or not when an injury occurs and the potential for improper claims 

being filed against the insurance is great. The impracticality of covering 

salespeople with workers' compensation results in many brokers being liable 

for not covering them. This section eliminates this problem and has strong 

support from the commission and the industry.

Section 11. This section brings the current section more in line with the 

practical and legal situation which exists today. There are many current 

situations for which the current statute is inadequate.

Section 12. This more clearly defines the requirement to disclose a 
conflict of interest.

Section 14. Recent court decisions have extended the problems of excessive 

liability to the real estate industry to the extent that the public is being 

negatively affected. The "innocent but guilty of misrepresentation" 

situation that licensees are in has made errors and omissions insurance 

either impossible to get or prohibitively expensive. The consequence is 

that none is carried and when serious injury does occur the injured parties 

are often unable to collect even if they do get a judgment.

This section limits the broker's liability arid removes the licensee from the 

role of guarantor of the property.

PAGE 3



Section 16. The commission has encountered numerous situation in which 

individuals attempt to circumvent the license law by creating corporations 

and/or appointing salespeople as "officers" of the corporation to avoid 

licensure. The purpose of the "corporate exemption" has always been to say 

that corporations enjoy no greater or lesser rights under the law than do

natural persons. A natural person may not hire unlicensed people to sell

real estate, therefore, neither can a corporation. The changes in this 

section clarify the fact that the corporation's exemption is actually 

subsumed under the first part of .421 which provides that a person is exempt 

when the person sells the person's own property. A director or officer of 

the corporation, acting as the corporation and not as an employee of the

corporation, can convey title without being licensed.

Section 17. This section exempts business brokers from real estate 

licensure when they sell businesses in which real estate in the form of a 

lease of business premises is included in the transaction but is not a 

material or variable part of the negotiation. In many cases, business 

brokerage requires specialized knowledge which is not a normal part of a 

real estate licensee's qualifications and no real estate knowledge is 

actually required. Business sellers should have the right to hire competent 

business brokers as long as the business is not real estate.

Section 18. This section eliminates the $500,000 cap on the fund.

Experience is showing that the cap on the fund can create problems as the 
industry grows because both claims and education programs grow with the fund 

balance then becoming too low to establish a stable fund size.

Section 19. This section expands the liability of the fund to include 

negligent misrepresentation. Currently, under a Supreme Court ruling, the 

fund is liable only for willful misrepresentation.

Section 25. This section appears to eliminate the need for a surety claim 

hearing when a judgment is received by a claimant. Some clarification is in 

order. It is not clear that the unpaid balance up to a maximum of $10,000 

is paid by the fund. It is also not clear how the determination of whether 

or not the action was based on conduct similar to that set out in 

AS 08.88.460(a) is made. This can all be done by regulation if an adequate 

regulation authority can be put in AS 08.88.081.

Section 28. This section is based on passage of the $25 filing fee. It 

should be deleted along with the $25 filing fee for reasons previously 

stated.

PAGE 4



SB 39 POSITION PAPER 

(Continued)

The remaining sections are simply cleanup and rearrangement needed due to 

other changes and simply need to be carefully matched to any amendments to 

the bill.

. Antijmiy'Smith, Commissioner

d a t e /

5293W2287a
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• •
Senate Bill No. 39

"An Act relating to real estate brokers 

and salespersons and to the Real Estate 

Commission; and providing for an 

effective date."

~  February 2, 1987

Contact./n l # McClintock

M|<U465-2790

Section 10 of the bill specifically exempts a certain occupational class from 

coverage under the Alaska Workers' Compensation Act if the people in that 

class have entered into a written contract as an independent contractor.

The Department and Workers' Compensation Board oppose Section 10 of the bill 

because we question that it is appropriate to single out a particular group 

of people from coverage under the Act. Under current workers' compensation 

law, an .independent contractor is already exempt from coverage whether the 

person is, for example, a tradesman, a merchant, or a salesperson. We feel 

this amendment opens itself to possible abuse and could very well adversely 

affect those real estate salespersons who have, in fact, an employer-employee 

relationship with the broker but have been coerced into signing a contractual 

agreement.

The Supreme Court in Calvo v. Calhoon, 559 P.2d 111 (Alaska 1977), stated 

that "[T]he Alaska statutory system governing real estate brokers and 

salespersons implies that the relationship is one of emp'oyer and employee." 

(See Notes to Decisions AS 08.88.331). Therefore, if a bona fide employ­

ee/employer relationship exists between the associate or salesperson and the 

broker, they should not be exempted from workers' compensation coverage.

APPROVED:

P O S I T I O N  P A P I S M / D e p a r t m e n t  of Labor
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FISCAL NOTE

SB 39 FISCAL ANALYSIS

This bill would require the addition of four positions, two clerk typists 

and two hearing examiners. These would result from the handling of 30 or 

more earnest money disputes per month and the handling of an additional 100 

or more surety hearings per year. Clerk typists are Range 8, hearing 

examiners are Range 24.

There would be travel necessary to hold hearings outside Anchorage several 

times per year and there would be substantial telephone and related costs. 

Telephone costs would include teleconference costs for those hearings and 

arbitrations that could be handled by phone.

The commission currently has net revenues of $250 per claim on 20 claims 

(approximately) per year or $5,000. An additional $5,000 per year is 

refunded when claimants are awarded a claim; $25 per claim, nonrefundable, 

for 140 claims would net $3,500 for a net decrease in revenues of $1,500.

The costs for other services include estimated minimum space costs.

The Legislative Audit found the commission in need of immediate addition of 

a clerical position. This could not be done. Any increase or addition to 

the commission work load will require additional clerical support at least 

sufficient to carry the entire additional load or it will impact the current 

program negatively.

5293W2287a



SSSB 39: An Act relating to the Real Estate Commission.

SSSB 39 transfers the Real Estate Commission in the Department of Commerce 

and Economic Development to the Division of Occupational Licensing, also 

within the Department of Commerce and Economic Development, and extends 

the commission to June 30, 1991. In September 1985, Legislative Audit 

issued a performance report on the commission which recommended it be 

reestablished.

The department maintains its support for continuation of the Real Estate 

Commission and recognizes the important functions it provides. However, 

the department concurs with the proposal to reestablish the commission 

within the Division of Occupational Licensing.

There are a number of advantages to the plan for both the State of Alaska 

and Ticensed realtors.

1. The regulation of the occupation would be more cost effective. The 

number of licenseJ realtors has decreased by approximately 50% s'nce 

the Real Estate commission became semi autonomous which has increased 

the cost of service provided per licensee while decreasing the com­

mission's ability to be self-supporting. The commission was unable 

to generate sufficient program receipts for FY 87 to maintain its 

current level of expenditures. The department believes the com­

mission can be as effectively administered under the Division of 

Occupational Licensing at a much lower cost. The transfer of the 

commission to the Division of Occupational Licensing would save 

approximately $150,000.00 per year and would enable the commission to 

be supported by the licensing fees.

2. As indicated in the Legislative Audit, the Real Estate Commission is 

in dire need of regulatory and statutory revision. The Division of

Occupational Licensing employs both a legislative and a regulations

specialist wno could more effectively assist the commission in its 

efforts to improve regulations and statutes.

3. The transfer of administrative responsibilities, such as budget pre­

paration and fiscal monitoring, to the division would enable the com­

mission and staff to concentrate their efforts on increasing services 

to licensees including auditing of trust accounts, recovering surety 

fund claims, coordinating with the Real Estate Association, and 

improving functions.

In summary, the department believes the transfer of the Real Estate

Commission will increase efficiency 

the commission or the level of servi

Department of Commerce & teronomic 

Developin'’"1'
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SSSB 39

SSSB 39 am e n d s  the st at u t e s  to t ran s f e r  the s e m i a u t o n o m o u s  Real E s t a t e  

C o m m i s s i o n  w i t h i n  the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  

to the D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g  w i t h i n  t he  s ame de pa rtment. As 

a result, the r e o r g a n i z a t i o n  w i l l  c re a t e  a cost s a v i n g s  of $ 1 5 2 , 3 0 0 . 0 0  as 

a o ne -t im e im p a c t  i n  FY 88.

The  de c r e m e n t  of $6 2, 0 0 0 . 0 0  in p e r s o n a l  services r e s u l t  thro ug h r e c l a s s i f i c a t i o n  

of certa in p o s i t i o n s  c u r r en tly  p r o v i d i n g  support to the R e a l  E st a t e  C om m i s s i o n .  

In addition, o ne  p o s i t i o n  is being redu ce d from f u l l - t i m e  to part-time.

The attached forms document the costs associated w i t h  the transfer.
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SSSB  39 amends the s ta tu te s to tr an sfe r the s e m i a u t o n o m o u s  Re a l  E s t a t e  

C o m m i s s i o n  w i t h i n  the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  

to the D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g  w i t h i n  the sa m e  de pa rt men t.  As 

a result, the r e o r g a n i z a t i o n  w il l  cr e a t e  a cost s a v ing s of $ 1 5 2 , 8 0 0 . 0 0  as 

a o n e - t i m e  impact in FY 88.

T h e  d e c r e m e n t  of $ 6 2 , 0 0 0 . 0 0  in p e r s o n a l  s er v i c e s  r es u l t  throu gh  r e c l a s s i f i c a t i o n  

of c e r t a i n  p o s i t i o n s  c u r r e n t l y  p r o v i d i n g  suppo rt  to the Re a l  E s t a t e  C o m m i s s i o n .  

In addition, one p o s i t i o n  is b ei ng  r e d u c e d  f r o m  f u l l - t i m e  to part-ti me .

The attached forms document the costs associated with the transfer.
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IN THE SENATE f "v, BY ZHAROFF

“S'PGNSOR'-'SUBSTITUTE F O R  SENATE BILL NO. 39 

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

F I F T EENTH  LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to, the Read. Estate Conxnission."

BE IT ENACTED BY THE LEGISLATURE OF THE S T A T r  OF ALASKA:

* Section 1. AS 08.01.010 is amended by adding a n e w  paragraoh to read:

(27) Real Estate Commission (AS 08.88.011).

* Sec. 2. AS 08.01.050(a) is amended to read:

(a) The d epartment shall p e r f o r m  the following admin istrative 

and b u d g e t a r y  services wh en appropriate:

(1) collect fees and issue receipts;

(2) m a i n t a i n  records and files;

(3) issue and receive a pplicatio n forms;

(A) n o t i f y  applicants of acceptance or reject ion of a p p l i­

cants as determine d by the board or as determined by the department 

under AS 08.11 for audiologists, under AS 08.45 for naturopaths, or 

under AS 08.55 for h e aring aid dealers;

(5) designate dates examinations are to be h e l d  and n o t i f y

a p p l i c a n t s ;

(6) publish  notice of examination;

(7) arrange space for h o l d i n g  examinations;

(8) n o t i f y  applicants of results of examinations;

(9) issue licenses and certificates or temporary licenses 

or certificates as authorized by the b o a r d  or as authorized by the 

department under AS 08.11 for audiologists, under AS 08.45 for n a t u r o­

paths, or under AS 08.55 for h e aring aid dealers;

(10) issue duplicate licenses or certificates upon proof

-1- SSSB 39
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by the licensee of loss of the original  and payment b y  the licensee of 

a fee of $2 except as otherwise p r o v i d e d  in this title;

(11) n o t i f y  licensees of r e newal  dates at least 30 days

before the expira t i o n  date of their licenses;

(12) compile and m a i n t a i n  current a register  of licenses;

(13) a nswer routine inquiries;

(14) m a i n t a i n  files relating to individual licensees;

(15) arrang e for printing and advertising;

(16) p u r c h a s e  supplies;

(17) e m p l o y  secretarial help w h e n  needed;

(18) p e r f o r m  other services that may be reques ted by the

board;

(19) p r o v i d e  investigative services to the boards e s t a b­

lished u nder  AS 08.04, AS 08.20, AS 08.36, AS 08.64, AS 08.68, AS 08.-

70, AS 08.71, AS 08.72, AS 08.80, AS 08.84, [AND] AS 08.86, and AS 08.- 

88, for the purpose of assisting those boards in m a t t e r s  of p r o f e s­

sional discipline and in respondi ng to consumer complaints.

* Sec. 3. AS 08.01.065(a) is amended to read:

(a) The department shall adopt reg ulations that establish the

amount and m a n n e r  of payment of a p p l i c a t i o n  f e e s , e x a m i n a t i o n  f e e s , 

license fees, r e g i s t r a t i o n  fees, permit fees, investi gation fees, and 

all other fees as a ppropria te for the occupations covered by this 

chapter [AND FOR RE AL  ESTATE BROKERS AND SALESMEN U N D E R  AS 08.88].

* Sec. 4. AS 0 8 . 0 3 . 0 1 0 ( c ) (18) is amended to read:

(18) Real Estate Commission (AS 08.88.011) -- June 30, 1991

[1987].

* Sec. 5. AS 08.88.031 is repealed and r e e n a c t e d  to read:

Sec. 08.88.031. EXECUTIVE  SECRETARY OF COMMISSION. The d e p a r t­

ment shall, after c o nsultation  with  the commission, employ a person, 

SSSB 39 -2-
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who is n o t  a m e m b e r  of the commission, to serve as executive secretary 

for the commission. The executive s ecretary shall p e r f o r m  duties as 

as s ig ned b y  the commission.

* Sec. 6. AS 08.88.037 is amende d to read:

Sec. 08.88.037. INVESTIGATIO N AND INJUNCTION. (a) The c o m m i s­

sion m a y  request the department to [, U P O N  ITS OWN MOTION,] conduct 

i nvestigations to dete rmine whether a p e r s o n  has v i o l a t e d  a provision 

of this chapter or a r e g u l a t i o n  adopted u n d e r  it, or to secure i n f o r­

mat i o n  u s e f u l  in the adm in i s t r a t i o n  of this chapter.

(b) If it appears to the department [EXECUTIVE DIRECTOR] that a 

person  has engaged in or is about to engage in an act or practice in 

vi o l a t i o n  of a p r o v i s i o n  of this chapter or a r e gulation adopted under 

it and that action is w a r r a n t e d  in the public interest, the department 

[EXECUTIVE DIRECTOR] shall n otify all com mission members by telephone 

or telegraph of a p r o p o s e d  order or action, and, if a m a j o r i t y  of the 

members of the commis s i o n  approve, the department [EXECUTIVE DIRECTOR] 

may

hearing is given to the person, issue an order directing the person to 

stop the act or practice; the department [EXECUTIVE DIRECTOR] m a y  

issue a t e m p orar y order befor e a h e a r i n g  is held; a temporary order 

remains in effect un til a final order affirming, modifying, or r e v e r s­

ing the temporary order is issued or u ntil 15 days have elapsed after 

the p e r s o n  receives the notice  and has not requested a hearing; a 

temporary order becomes final if the p e r s o n  to w h o m  the notice is 

addressed does not request a hearing  w i t h i n  15 days after receiving 

the notice; if a h e a r i n g  is requested, a h e arin g shall be conducted by 

a h e aring officer w i t h i n  30 days; the commis s i o n  shall issue a final 

order w i t h i n  10 days after the hearing;

(1) after reas on a b l e  n otice of and an opportu nity for a

3 SSSB 39
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(2) bring an action in superior court to enjoin the act or 

practice and to enforce compliance w i t h  this chapter, a reg ulaticn

adopted under it, or an order issued under it;

(3) examine or have e x a m ined the boo ks and records of a 

person whose business activities r e quire licensure u n d e r  this chapter 

and the department [EXECUTIVE DIRECTOR] m a y  require the p e r s o n  to pay 

the r easonabl e costs of the examination; and

(4) issue subpoenas for the attendance of witnesses, and

the production of books, r e c o r d s ^  and other documents.

* Sec. 7. AS 08.88.061 is amended to read:

Sec. 08.88.061. ASSISTANTS. The commission m a y  use [EMPLOY]

assistants to

(1) prepare questions on examinations;

(2) grade examinations [;

(3) INVESTIGATE ALLEG ED VIOLATIO NS OF THIS CHAPTER].

* Sec. 8. AS 08.88.191(b) is amended to read:

(b) If the commission authorizes the department to contract

[CONTRACTS] w i t h  a national testing service to prepare, administer and 

grade examinations,

(1) the commissi on shall r e v i e w  the e x a m i n a t i o n  and approve 

its contents;

(2) a p p l i c a t i o n  for the examination, a c c o m p a n i e d  by the 

proper filing fee, m a y  be transmitted by the applicant directly to the 

national testing service.

* Sec. 9. AS 08.88.034, 08.88.101, 08.88.121, and 08.88.231 are r e­

pealed .
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S B  3 9  S e c t i o n a l  A n a l y s i s :

S e c t i o n  1) 

S e c t i o n  2)

S e c t i o n  3)

S e c t i o n  4)

S e c t i o n  5)

S e c t i o n  6)

F'rtends t h e  t e r m i n a t i o n  d a t e  o f  t h e  R e a l  
E s t a t e  C o m m i s s i o n  u n t i l  J u n e  30, 1990.

M a k e s  g e n d e r  c h a n g e s  t h r o u g h o u t  t h e  s e c t i o n  a n d  
p r o v i d e s  t h a t  a l i c e n s e  m a y  b e  s u s p e n d e d  o r  
r e v o k e d  i f  t h e  l i c e n s e e  r e p r e s e n t s  h i m s e l f  a s  a n  
i n d e p e n d e n t  c o n t r a c t o r  f o r  t h e  p u r p o s e s  o f  
a v o i d i n g  w o r k e r ' s  c o m p e n s a t i o n  o b l i g a t i o n s .

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

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

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

A u t h o r i z e s  t h e  p u b l i s h i n g  o f  b o o k s ,  p a m p h l e t s ,  
r a d i o  a n d  T V  s p o t s ,  b y  t h e  c o m m i s s i o n ,  ho 
p r o t e c t  a n d  s e r v e  t h e  p u b l i c .

A d d s  a n e w  s u b s e c t i o n  w h i c h  a l l o w s  t h e  
c o m m i s s i o n  t o  c h a r g e  a f e e  s u f f i c i e n t  f o r  t h e  
p r o d u c t i o n  o f  e d u c a t i o n a l  m a t e r i a l s ,  a n d  
r e q u i r e s  t h a t  f e e s  for t h o s e  m a t e r i a l s  f u n d e d  b y  
t h e  s u r e t y  f u n d  s h a l l  b e  p a i d  t o  t h e  s u r e t y  
fund.

E x p a n d s  r e a l  e s t a t e  b r o k e r  l i c e n s e  e l i g i b i l i t y  
r e q u i r e m e n t s .  I n c r e a s e s  t h e  e x p e r i e n c e  
r e q u i r e m e n t  f r o m  24 t o  6 0  m o n t h s  o f  a c t i v e  r e a l  
e s t a t e  s a l e s ,  a n d  r e q u i r e s  t h e  b r o k e r  t o  
r e g i s t e r  w i t h  t h e  c o m m i s s i o n .



S e c t i o n  m a k e s  g e n d e r  c h a n g e s  i n  b o t h  t h e  
a s s o c i a t e  r e a l  e s t a t e  b r o k e r s  l i c e n s e  s t a t u t e  
a n d  t h e  re.. 1 e s t a t e  s a l e s p e r s o n  s t a t u t e s .

F u r t h e r ,  r e q u i r e s  n o t i f i c a t i o n  t o  t h e  c o m m i s s i o n  
w i t h i n  48 h o u r s  a f t e r  a c h a n g e  i n  a b u s i n e s s  
a s s o c i a t i o n  w h i c h  e f f e c t s  t h e  s t a t u s  o f  a 
l i c e n s e e ' s  l i c e n s e .

S e c t i o n  7) A d d s  a n e w  s e c t i o n  w h i c h  p r o v i d e s  t h a t  a n
a p p l i c a n t  f o r  a l i c e n s e ,  w h o  h a s  h a d  a l i c e n s e  

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

A p p l i c a n t  w h o  h a s  h a d  a l i c e n s e  r e v o k e d  is n o t  
e l i g i b l e  f o r  r e i n s t a t e m e n t  o f  a l i c e n s e  u n t i l  
t h e  c o m m i s s i o n  f i n d s  t h e  a p p l i c a n t  fit. A n  
a p p l i c a n t  w h o  i s  f o u n d  " u n f i t "  f o r  l i c e n s u r e ,  
w i t h o u t  b e n e f i t  o f  a h e a r i n g ,  s h a l l  r e c e i v e  a 
s t a t e m e n t  o f  t h e  i s s u e s  a n d  b e  p r o v i d e d  a n  
o p p o r t u n i t y  f o r  a h e a r i n g .

A n y  a c t  w h i c h  is g r o u n d s  f o r  l i c e n s e  r e v o c a t i o n  
i s  s u f f i c i e n t  f o r  l i c e n s e  d e n i a l .

S e c t i o n  8) R e m o v e s  t h e  " i n a c t i v e  l i c e n s e  c e r t i f i c a t e "  w h i c h  
i s  i s s u e d  b y  t h e  c o m m i s s i o n  w h e n  a p e r s o n  
b e c o m e s  i n a c t i v e  f r o m  t h e  p r o f e s s i o n .

S e c t i o n  9) R e m o v e s  t h e  l i c e n s e  c e r t i f i c a t e  r e q u i r e m e n t
i s s u e d  b y  t h e  c o m m i s s i o n  w h e n  a p e r s o n  g o e s  f r o m  
i n a c t i v e  s t a t u s  t o  a c t i v e  s t a t u s .

S e c t i o n  10) E x e m p t s  a s s o c i a t e  b r o k e r s  o r  s a l e s p e r s o n s  w h o  
h a v e  e n t e r e d  i n t o  b o n a f i d e  i n d e p e n d e n t  
c o n t r a c t o r  s t a t u s  f r o m  t h e  r e q u i r e m e n t s  o f  
w o r k e r s  c o m p e n s a t i o n  c o v e r a g e .

S e c t i o n  11) R e q u i r e s  f u l l  d i s c l o s u r e  t o  a l l  p a r t i e s  o f  t h e  
b r o k e r ' s  r e l a t i o n s h i p  in t h e  t r a n s a c t i o n  a n d  
f u l f i l l m e n t  o f  t h e  t e r m s  o f  a w r i t t e n  c o n t r a c t  
b e f o r e  t h e  c o m m i s s i o n  is e a r n e d .

S e c t i o n  12) A m e n d s  t h e  c o n f l i c t  o f  i n t e r e s t  p r o v i s i o n s  o f
r e a l  e s t a t e  t r a n s a c t i o n s  b y  r e q u i r i n g  d i s c l o s u r e  
o f  p e r s o n a l  i n t e r e s t  in a  t r a n s a c t i o n  b e f o r e  
m a k i n g  a n  o f f e r  t o  p u r c h a s e  t o  a s e l l e r .

S e c t i o n  13) A d d s  a n e w  s u b s e c t i o n  r e q u i r i n g  a l i c e n s e e  t o  
o b t a i n  w r i t t e n  c o n s e n t  f r o m  a l l  p a r t i e s  t o  a



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

S e c t i o n  14) p e r s o n s  l i c e n s e d  u n d e r  t h i s  c h a p t e r  a r e  n o t  

l i a b l e  f o r  " i n n o c e n t  m i s r e p r e s e n t a t i o n s  o f  
f a c t " .

S e c t i o n  15) A d d s  a n e w  s e c t i o n  c o n c e r n i n g  e a r n e s t  m o n e y  
d i s p u t e s .  B r o k e r  m a y  h o l d  d i s p u t e d  e a r n e s t  
m o n e y  i n  a t r u s t  a c c o u n t  i f  h e  n o t i f i e s  a l l  
p a r t i e s  i n  t h e  d i s p u t e  a n d  r e q u e s t s  t h e  p a r t i e s  
t o  r e a c h  a m u t u a l  a g r e e m e n t  a b o u t  t h e  e a r n e s t  
m o n e y .

I f  t h e  p a r t i e s  d o n ' t  r e a c h  a n  a g r e e m e n t  w i t h i n  
15 d a y s  o f  t h e  c e r t i f i e d  m a i l i n g ,  t h e  b r o k e r  
s h a l l  s u b m i t  t h e  d i s p u t e  t o  t h e  c o m m i s s i o n  f o r  
b i n d i n g  a r b i t r a t i o n .

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

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

S e c t i o n  16) T h e  e x e m p t i o n  f r o m  s t a t e  l a w  r e l a t i n g  t o  r e a l  
e s t a t e  d o e s  n o t  a p p l y  t o  a c o r p o r a t i o n  t h a t  is 
e n g a g e d  i n  t h e  b u s i n e s s  o f  s e l l i n g  r e a l  e s t a t e  
o r  t h a t  m a i n t a i n s  a n d  s e l l s  r e a l  e s t a t e  i n  a n  
i n v e n t o r y .

S e c t i o n  17) A m e n d s  t h e  d e f i n i t i o n  o f  " l e a s e "  t o  d i s t i n g u i s h  
b e t w e e n  r e a l  e s t a t e  b r o k e r a g e  a n d  b u s i n e s s  
b r o k e r a g e .

S e c t i o n  18) A d d s  " a s s o c i a t e  r e a l  e s t a t e  b r o k e r s "  t o  t h e  
l i s t  o f  r e a l  e s t a t e  p r o f e s s i o n a l s  w h o  m a k e  
p a y m e n t s  t o  t h e  r e a l  e s t a t e  s u r e t y  f u n d ,  a n d  
d e l e t e s  t h e  p r o v i s i o n  p r o h i b i t i n g  t h e  f u n d  f r o m  
e x c e e d i n g  $ 5 0 0 . 0 .  R e t a i n s  t h e  p r o v i s i o n  t h a t  
a m o u n t s  i n  t h e  f u n d  e x c e e d i n g  $ 2 5 0 . 0  m a y  b e  
a p p r o p r i a t e d  f o r  r e a l  e s t a t e  e d u c a t i o n a l  
p u r p o s e s .

S e c t i o n  19) A d d s  q u a l i f y i n g  l a n g u a g e  t o  t h e  c o n c e p t  o f
" m i s r e p r e s e n t a t i o n " ,  (n e g l i g e n t  o r  i n t e n t i o n a l ) , 
a n d  t i g h t e n s  u p  t h e  i n f o r m a t i o n  r e q u i r e - e n t s  o n  
f o r m s  f o r  r e i m b u r s e m e n t .



S e c t i o n  20) C h a n g e s  t h e  r e f u n d  p o l i c y  f o r  f i l i n g  f e e s  b y  n o t

r e f u n d i n g  t h e  f i l i n g  f e e  i n  a c a s e  w h e r e  t h e
c l a i m  is d i s m i s s e d  b y  t h e  c l a i m a n t .

S e c t i o n  21) A d d s  q u a l i f y i n g  l a n g u a g e  t o  t h e  c o n c e p t  o f

" m i  r e p r e s e n t a t i o n "  ( n e g l i g e n t  o r  i n t e n t i o n a l ) , 
a n d  m a k e s  g e n d e r  c h a n g e s  t o  t h i s  s e c t i o n .

S e c t i o n  22) A d d s  n e w  s e c t i o n s  a s  f o l l o w :

b) W h e n  a n  a w a r d  i s  m a d e  f r o m  t h e  r e a l  e s t a t e
s u r e t y  f u n d  t o  a  c l a i m a n t  f o r  p r o h i b i t e d  
r e a l  e s t a t e  p r a c t i c e s ,  t h e  c o m m i s s i o n  m a y  
c o n s i d e r  t h e  h e a r i n g  o n  t h e  c l a i m  a s  a 
h e a r i n g  o n  t h e  s u s p e n s i o n  o f  t h e  l i c e n s e .  A  
s u s p e n s i o n  s o  o r d e r e d  s h a l l  b e  l i f t e d  w h e n  
t h e  r e a l  e s t a t e  p r o f e s s i o n a l  r e a c h e s  a n  
a g r e e m e n t  w i t h  t h e  c o m m i s s i o n  o n  r e p a y m e n t  
o f  t h e  s u r e t y  f u n d  a w a r d  a n d  t h e  c o s t s  o f  
t h e  h e a r i n g .  V i o l a t i o n s  o f  t h e  r e p a y m e n t  
a g r e e m e n t  w i l l  r e s u l t  i n  a r e i m p o s i t i o n  o f  
t h e  s u s p e n s i o n .

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

A u t h o r i z e s  t h e  c o m m i s s i o n  t o  c h a r g e  t h e  c o s t s  
o f  a h e a r i n g  d e s c r i b e d  i n  (b) o f  t h e  p r e c e d i n g  
s e c t i o n  t o  t h e  s u r e t y  f u n d .

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

S e c t i o n  c o n c e r n s  " p a y m e n t  o f  j u d g e m e n t s "  
b y  r e a l  e s t a t e  p r o f e s s i o n a l s  w h o  h a v e  
v i o l a t e d  t h e  law. D e l e t e s  r e f e r e n c e s  t o  " s m a l l  
c l a i m s  a c t i o n "  a n d  i n s e r t s  " c o u r t "  a c t i o n .  T h e  
m e c h a n i c s  o f  h o w  a p a y m e n t  s h a l l  b e  m a d e  r e m a i n  
t h e  s a m e .

S e c t i o n  23)

S e c t i o n  24)

S e c t i o n  25)

S e c t i o n  26) E x e m p t i o n  f r o m  l i a b i l i t y  f o r  " i n n o c e n t
m i s r e p r e s e n t a t i o n "  ( a u t h o r i z e d  i n  s e c t i o n  14), 
a p p l i e s  t o  c a u s e s  o f  a c t i o n  a r i s i n g  o n  o r  a f t e r  
t h e  e f f e c t i v e  d a t e  o f  t h i s  act.

S e c t i o n  27) A p p l i c a b i l i t y  s e c t io n



S e c t i o n  28) R e q u i r e s  t h e  r e f u n d  o f  $ 2 2 5  o f  t h e  f i l i n g  f e e  
p a i d  u n d e r  0 8 . 8 8 . 4 6 0 ( d )  t o  a c l a i m a n t  w h o s e  
c a s e  i s  p e n d i n g  o n  t h e  e f f e c t i v e  d a t e  o f  t h i s  
act.

S e c t i o n  29) D i r e c t s  t h e  r e v i s o r  o f  s t a t u t e s  t o  m a k e  A S
0 8 . 8 8  g e n d e r  n e u t r a l  w h e n  A S  08 is r e p r i n t e d .

S e c t i o n  30) R e p e a l e r s

S e c t i o n  31) I m m e d i a t e  e f f e c t i v e  d a t e .
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P U RPO SE AND SCOPE OF THE REPORT

Purpose

In accordance w i t h  the provisions of A l a s k a  Statutes 
24.20.271(1) and 44.66.050 (sunset legislation), an e x a m i­
nat i o n  of the Al aska Real Estate C o m m i s s i o n  was conducted 
to determine if the Commis s i o n  has b e e n  operating in an 
effective, efficient, and economical manner.

As required by legislative intent, this report shall be 
considered during the legislative over sight f unction in 
determining w h ether the A lask a Real Estate Commi s s i o n  should 
be reestablished. The law cu rrently specifies that this 
Commissio n will terminate on June 30, 1986, but will c o n­
tinue until June 30, 1987 for the p u rpose of concluding its 
a f f a i r s .

The policy and audit a p p r oach u t i l i z e d  by the D i v isio n of 
L egislative  Audit for perfor m a n c e  reports can best be 
described as "audit by exception." This m e t h o d o l o g y  focuses 
audit effort on areas of an auditee's operations that have 
been identified b y  a p r e l i m i n a r y  survey as h avin g a high 
degree of probability for n e e d i n g  improvements.

Therefore, by design, finite audit resources are used to 
identify w h e r e  and h o w  improvement can be m a d e  and little 
time is devoted to re viewing w e l l - r u n  operations or 
programs. Consequently, this report highli g h t s  those areas 
n e edi ng improvement and does not emphasi ze those operations 
and programs that are p r o perly functioning.

Scope

The major areas of our examin a t i o n  w e r e  the licensing, e x a m i­
nation, administration, complaint, and affirm ative action 
functions of the Commission. We r e v i e w e d  and evaluated the 
f o l l o w i n g :

1. Appli cable statutes and regulations.

2. Tests of records and documents of the Commission.

3. Dis cussions w i t h  C ommission m e mbers and staff of the 
Commission.

4. Complaints filed w i t h  the Commi s s i o n  and the O m b u d s­
man's Office.

5. Questionn aires sent to Comm is s i o n  members and Alaska 
licensed real estate brokers, a ssociate brokers, and 
s a l e s p e r s o n s .
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P U R P O S E  A N D  S C O P E  O F  T H E  R E P O R T

Purpose

In accordance w i t h  the provisions of A l a s k a  Statutes 
24.20.271(1) and 44.66.050 (sunset legislation), an e x a m i­
nation of the A laska Real Estate C o m m i s s i o n  was conducted 
to determine if the Commi s s i o n  has b e e n  o p e r ating in an 
effective, efficient, and econo m i c a l  manner.

As required by legislative intent, this report shall be 
considered during the legislative oversight f u n c t i o n  in 
determining w h e t h e r  the A l a s k a  Real E state Commis s i o n  should 
be reestablished. The law cu rre n t l y  specifies that this 
Commission will terminate on June 30, 1986, but w i l l  c o n­
tinue until June 30, 1987 for the p u r p o s e  of concluding its 
a f f a i r s .

The policy and audit a p p roach u t i l i z e d  b y  the D i v i s i o n  of 
Legislative A udit for p e r formance reports can best be 
described as "audit by exception." This m e t h o d o l o g y  focuses 
audit effort on areas of an auditee's operations that have 
been identified by a p r e l i m i n a r y  survey as h a ving a high 
degree of p ro bability for n e e d i n g  improvements.

Therefore, by design, fini audit resources are u s e d  to 
identify where and h o w  improvement can be made and little 
time is devoted to reviewing w e l l - r u n  operations or 
programs. Consequently, this report highl i g h t s  those areas 
ne eding improvement and does not e m p h asize those operations 
and programs that are p r o p e r l y  functioning.

Scope

The major  areas of our examin a t i o n  w e r e  the licensing, e x a m i­
nation, administration, complaint, and a ffirmative  action 
functions of the Commission. We r e v i e w e d  and evaluated the 
f o l l o w i n g :

1. Applic a b l e  statutes and regulations.

2. Tests of records and documents of the Commission.

3. D iscussions w i t h  Commi s s i o n  m e m bers and staff of the 
Commission.

4. Complaints filed w i t h  the C o m m i s s i o n  and the O m b u d s­
man's Office.

5. Questionnaires sent to Commi s s i o n  members and Alaska 
licensed real estate brokers, asso ciate brokers, and 
s a l e s p e r s o n s .
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O R G A N I Z A T I O N  AND F U N C T I O N

The Alaska Real Estate Commis s i o n  (AREC) was e s t a b l i s h e d  and 
operates under Title 8, Chapter 88 of the A l a s k a  Statutes.
It is a regulatory commission c onsis ting of five real estate 
brokers or associate brokers and two public members.

The Commission regulates persons lice nsed as real estate 
brokers, associate brokers, and salespersons by:

1. Examining and issuing licenses to quali fied 
a p p l i c a n t s .

2. E s t ablishing  or amending  rules and reg ulations 
n e c e s s a r y  to enforce State statutes.

3. Holding  hearings to revoke or suspend the license 
of a person v i o l a t i n g  real estate statutes or 
r e g u l a t i o n s .

4. Prosecuting, through the Depart m e n t  of Law, v i o l a­
tions of real estate statutes and regulations.

AREC is also authorized to conduct real estate clinics, 
meetings, or educational institutes for the p u r pose of 
raising the standards of the real estate  business and the 
c ompetency of licensees.

R.eal estate associate brokers and brokers m u s t  pass an 
examination and have h a d  at least 24 m on ths of active and 
continuous experience as a real estate salesperson. A d d i­
tionally, an applicant for an associate b r o k e r  or b r o k e r  
license m a y  not be unde r indictment for any felony involving 
m oral turpitude or five or seven years, respectively, have 
elapsed since completing a sentence for a felony in volving 
m oral turpitude. A  b r oker differs f r o m  an associate b r o k e r  
in that a b r o k e r  must be an owner of a real estate busines s 
or employed as a b r o k e r  by a corpo r a t i o n  or partnership.
An associate broker has met the s t a t u t o r y  requir e m e n t s  of 
a broker, but is emplo y e d  b y  a real estate broker.

A  real estate salesp erson mu st pass an examination; be at 
least 19 years old; n o t  be under indictment for, or comple ted 
the sentence imposed if c onvicted of, any felony involving 
m o r a l  turpitude; and be emplo y e d  by a real estate broker.

Real estate licensees must pay a surety fund fee, in lieu of 
obtaining a corporate surety bond, w h e n  obtaini ng or r e n e w­
ing their licenses. These fees are de posited in the Real 
Estate Surety Fund and are to be u s e d  for r e i m b u r s e m e n t  of 
losses suffered as a result of fraud, m i s r e p r e sentation, 
deceit, or the conversion of trust funds on the part of a 
real estate licensee. Claims for r e i mburse ment r e quire a
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H>iju o.cc emu. p a ym ent is mad e by AREC after a hearin g
is h-ld. The Surety Fund  b a lanc e in excess of $250,000 may 
be ap pro p r i a t e d  for educati onal purposes.

Chapter 167, SLA 1980 gave the C o m m i s s i o n  the pow er to 
appoint an executive director, emplo y assistants, and 
approve the appointment of an inves t i g a t o r  or auditor. 
Prior to enactment of this legislation, the C o mmission 
receive d staff support f r o m  the D i v i s i o n  of Occupational 
L i c e n s i n g .
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Policy Issues

This report contains p o licy issues raised as a result of our 
evaluatio n of various C o m m i s s i o n  practices. The final 
p o lic y decisions affe cting these practices are not w i t h i n  
the scope of the report but require legislative consideration. 
In debating these issues, the oversight committees should 
consider the findings and r ecommend ations p r e s ented  in this 
report so the potential impact of policy changes can be 
evaluated.

Report Conclusion

In our opinion, the A l a s k a  Real Estate Commission (AREC) 
should continue to regulate and license real estate p r o f e s­
sionals. The r e g u l a t i o n  and licensing of the professi on is 
necessary because of the p o t e ntial for substantial economic 
loss result ing from the b u s ine ss practices of unqualified, 
incompetent, or dishonest real estate practitioners.

However, substantial i m p rovement n eeds to take place in the 
operations of the Commission. The Office of Management  and 
Budget (OMB) conducted a comprehensiv e m a n a g e m e n t  audit of 
AREC and issued its report, "Manage ment A udit Report on the 
A lask a Real Estate C ommission"  dated December 1984. We 
support the recommendations  made b y  OMB, but note little 
progress to date in i m p l e m e n t a t i o n  of those r e c o m m e n d a t i o n s . 
Implementation  of the rec omm e n d a t i o n s  contained in this 
report and the OMB report (see A p p e n d i x  D) w ould enable 
AREC to p e r f o r m  more e f f e c t i v e l y  and efficiently.
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FINDINGS AND R ECOMMENDATI ONS

Re c o m m e n d a t i o n  No. 1

The Alaska Real Estate Commission (AREC) should revise the 
procedures for proces s i n g  and closing licensing c o m p l a i n t s .

Currently A R E C  uses procedures for pr oce s s i n g  licensing 
complaints w h i c h  are ineffective and inefficient. A  copy 
of each complaint file is sent to an A R E C  commissioner.
This "coordin ating commissioner" is supposed to assist the 
Accountant III (REC invest i g a t o r / a u d i t o r  h e r e i n a f t e r  r e­
ferred to as investigator) in nis inves t i g a t i o n  by offering 
real estate expertise. For each c omplaint recom m e n d e d  for 
closure, the commissioner is supposed to r e v i e w  the file and 
approve or disapprove the closure recommendation. During 
the next Commis sion meeting, those complaints approved for 
closure by individual commissioners are officially voted 
closed b y  the entire Commission.

The first sunset r eview of A R E C  by Legi sl a t i v e  Audit dated 
May 7, 1979, found fault w i t h  co mmissioners being informed 
as to the facts and b e i n g  involved in the investigations and 
r ecommended  that i n v estig ation procedures be changed and r e­
vise d  to develop an accurate and p roper s ystem for h andling 
complaints. A follow-up r e v i e w  dated June 4, 1981, r e c o m­
men d e d  that a formal s ystem of investigative procedures be 
developed, approved, and documented prior to the i n v e s t i g a­
tive respon s i b i l i t y  b e i n g  t ransferr ed from the Divi sion of 
Occupational Licensing. An Ombud sman investigati on completed 
on April 13, 1983, included r ecomm endations addressing delays 
in the m a n a g e m e n t  and p r o c e s s i n g  of licensing complaints. An 
Office of Mana ge m e n t  and Budget (OMB) m a n a g e m e n t  report dated 
December 1984 found that AREC lacked a formal, structured 
procedure for proces s i n g  license complaints.

The executive director and investigat or have established 
informal procedures in respon se to these reco mmendations 
that conflict w i t h  those in use by other r egulatory l i c e n s­
ing boards und er Occupation al Licensing. We recommen d AREC 
take a proactive, rather than reactive approach and revise 
its procedures to include the following:

1. Case files should not be copied and sent to a c o m m i s­
sioner. This is the single most com promising element 
of the present  system.

2. The i n ves tigator should fully investigate every c o m­
plaint. This m a y  involve n o thing more  than reading 
the complaint form and supporting documents, but the 
case file should co' tain evidence of the investigation 
conducted.
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3. The investigator should prepare a generic summary of
the complaint, evidence, investigation, and conclusion 
reached. If that conclusion recommends closure due to 

| no violation or no jurisdiction, the summary should be
sent to each commissioner at least two weeks prior to 
the next meeting for action by the entire Commission.
At the meeting, the complaint could either be referred 
back to the investigator for further action or closed.

4. If the investigator determines a violation has occurred, 
an accusation or statement of issues would be prepared 
as under the current procedures. If s hearing is 
requested, the commissioners would act on the hearing 
officer's proposed decision.

5. These procedures should be formalised and supported by 
time standards. Implementation of these procedures 
would allow the investigator to be more efficient.
Cases recommended for closure would be acted on at the 
next meeting and the carrying over of cases to the next 
meeting due to the absence of one or more commissioners 
would not occur. The amount of copying and mailing 
costs, as well as time spent tracking complaints, would 
be reduced substantially.

Recommendation No. 2

AREC should actively pursue recovery of Surety Fund claims 
paid and the associated hearing costs from the involved 
licensees. ~ ~

Alaska Statute 08.88.071(b) allows AREC to suspend the 
license of a broker, associate broker, or salesperson 
until an agreement is reached on terms and conditions for 
the repayment to the Real Estate Surety Fund of the money 
awarded to the claimant and the costs of hearing the claim. 
To date, repayment by the involved licensee has been more 
voluntary than required. Of the approximately $430,000 of 
claims and associated hearing costs paid from the Surety 
Fund, only fifteen percent or $65,000 has been recovered.

The Attorney General's (AG) Office must file suit to collect 
these payments. Several of the larger payouts have recently 
been turned over to an Assistant AG for action. The Commis­
sion has been trying to develop a process to recover through 
Small Claims Court, which has a $2,000 limit, those claims 
under $5,000 which the AG's Office x>7ill not prosecute. This 
process has not been implemented due to lack of time by the 
investigator to follow through.

We recommend that judgement, execution, and collection be 
undertaken on a test basis as soon as possible through the 
appropriate trial court in order to refine the procedures 
necessary for recovery of monies owed to the Surety Fund.
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Initially, active licensees should be notified that their 
licenses will be suspended if an agreement on repayment is 
not reached. If these procedures reveal inadequate authori­
ty for recovery, statute changes may be necessary. However, 
lack of action because a problem may exist is not accept­
able. These procedures must be formalized and written in 
order to facilitate recovery.

Recommendation No. 3

AREC should undertake a major revision of Alaska Statutes, 
Title 8, Chapter 83.

The Attorney General's Office as well as staff and c mmis- 
sioners of AREC pointed to statutes which needed revision. 
Some sections need clarification while others appeared to 
give inadequate authority to the Commission to carry out 
its duties. Some examples follow:

1. Duties of the Commission. AS 08.88.071.
(a)(3) could be changed to a simple statement such as: 
"hold hearings and order disciplinary sanctions against 
a person who violates this chapter or the regulations 
of the commission." A separate section is needed de­
lineating grounds for denial, suspension, and revocation 
of a license. A section on penalties or disciplinary 
sanctions is usually found in other chapters of Title 8.

(b) should be relocated to Article 5, the Real Estate 
Surety Fund. Combined license and Surety Fund claim 
hearings are now being scheduled and suspension of a 
license until repayment of the claim should not be 
confused with suspension for a licensing violation. 
Qualifying language may be needed to distinguish 
between suspension for a violation and suspension 
for a repayment agreement in those combined hearings. 
Repayment of the Surety Fund claim does not "buy back" 
the license suspended for a violation.

2. Entitlement to license. AS 08.88.171.
This section should be retitled "eligibility for li­
cense" or "qualifications for license." At this time, 
a broker or associate broker is still "entitled" to a 
salesperson license even though the Commission revokes 
the broker or associate broker license. If this is not 
the intent of the Legislature, a provision should be 
included that licensees lose their eligibility for all 
licenses upon license revocation and that licence 
eligibility can only be reinstated by the Commission.

3. Reinstatement of lapsed license. AS 08.88.241.
The Commission has taken the position that a broker, 
associate broker, or salesperson whose license has
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lapsed for more than two years must be reexamined before 
reinstatement and must begin at the salesperson level.
If t h e  i n t e n t  o f  t h e  l e g i s l a t i o n  is t h a t  t h e  b r o k e r  a n d  
a s s o c i a t e  b r o k e r  l i c e n s e s  c a n n o t  b e  r e i n s t a t e d  a f t e r  
e x a m i n a t i o n ,  t h a t  l a n g u a g e  s h o u l d  b e  i n s e r t e d  i n  t h e  
s t a t u t e s .  T h e  c u r r e n t  p o l i c y  is to r e i n s t a t e  a n y  
l i c e n s e  l a p s e d  l e s s  t h a n  t w o  y e a r s  w i t h o u t  e x a m i n a t i o n .

4. Out-of-state licenses. AS 08.88.261.
This section should be repealed. The State of Alaska 
does not have reciprocity agreements with other states. 
License by endorsement is available to a person who 
holds a valid active real estate license issued by 
another state upon passing an examination in Alaska 
law and meeting the requirements of AS 08.88.171.

5. Education. AS 08.88.091.
Authority to sell informational materials at a price 
designed to recover costs and deposit the money in the 
Real Estate Surety Fund should be added. The Commission 
should establish guidelines for charges for copies 
exceeding one per licensee.

Specific language should be added regarding the liability of 
the licensee to repay Surety Fund claims and hearing costs 
paid from the Surety Fund. Procedures should be developed 
in consultation with the Attorney General's Office to 
standardize and expedite recovery efforts. Other areas 
needing clarification are definitions of "real estate" and 
"employed" as used in Chapter 88.

This project should be prioritized. A reimbursable services 
agreement with the Department of Law, if necessary, or a 
contract with a private attorney would assure the time 
needed to accomplish this goal.

In addition, the Commission should revise the regulations, 
License Biennium and License Renewal, 12 AAC 64.070 and .071. 
A staggered renewal should be instituted to spread the work­
load more evenly throughout the biennium. An alternative to 
staggering license renewal within the biennium could be to 
seek statutory change to allow for a triennial renewal and 
staggering license renewal over three years. This change 
would also necessitate a change to the fee section of the 
statutes, AS 08.88.221.

Recommendation No. 4

AREC should analyze the need for an additional clerical 
position.

The staff of AREC consists of an executive director, an 
investigator, a licensing examiner, two half-time hearing 
officers, a secretary, and a clerk typist. Staff complains
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of a workload such that they are unable to complete their 
assigned duties. The investigator and hearing officers were 
added to staff with no increase in clerical support. Each 
of these positions generate a large amount of clerical work. 
The investigator spends a great deal of time tracking 
complaint files and Surety Fund claims because no one else 
is available to do it. The license examiner must do most 
of the typing and filing of that position due to lack of 
support. The hearing officers currently have a backlog of 
proposed decisions awaiting typing. Additionally, AREC is 
now involved in a computer conversion which will require a 
substantial amount of time of the licensing examiner and 
investigator to develop programs to assist them in their 
duties. When the programs are developed all the information 
for the licensing history and complaint files must be 
entered in the system. Also, 1986 is the biennial renewal 
year which historically overwhelms the staffing available.

Thirty-one percent of the licensees responding to a question­
naire had complaints regarding the handling of applications, 
fees, or other administrative duties of the Commission.
An accurate, up-to-date roster of licensees is still not 
available. The Commission has not published its quarterly 
newsletter since February 1985, which was a copy of the 
statutes and regulations. The executive director states 
he does not have time to manage the appropriation from the 
Surety Fund for education. However, a position has recently 
been authorized, funded bT the Surety Fund, for an educa­
tional coordinator. This position may also require clerical 
support.

We believe the need for additional temporary clerical help 
is critical at this time. The license examiner and inves­
tigator must have time available to assist in development 
of computer programs. Existing staff must have assistance 
with the biennial renewal of licenses and data input. The 
Commission should try to make the funding available from the 
FY 36 budget, seek assistance from any departmental typing 
pool, or request supplemental funding. Implementation of 
the recommendations such as changing the license renewal 
date and computerizing operations may reduce the workload 
and streamline operations so that a permanent position is 
not necessary in the long-term. Further analysis will be 
needed after the changes are instituted. However, we be­
lieve temporary assistance is critically necessary at this 
time.

Recommendation No. 5

The investigator should devel.op a time accounting system 
which would document investigative actions.

During the course of our review, fifty license complaint 
files were examined from FY 8'+ and 85. Documentation
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included the license complaint form and supporting documen­
tation, a checklist, ''riority evaluation form, copies of 
the ten-day letters sent and the responses received, and 
the investigator's report/recommendation. Twenty-five of 
the fifty files had one or more errors noted such as lack 
of forms, incomplete forms, no commissioner signatures on 
closure recommendations, or missing files. It was extremely 
difficult to determine what, if any, investigation was done. 
Some files were referred back to the investigator marked 
"investigate" but no further action had been documented.

The investigator was unable to estimate now much time he 
spent on investigations, tracking Surety Fund claims, and 
other assigned duties. Implementation of. a time accounting 
system, in conjunction with the computerised complaint 
tracking system, would analyze his workload as well as 
document investigative procedures.
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Limited Analysis

The following analysis of Commission activities relate to 
the public need factors defined in the "sunset" law. This 
analysis is not intended to be all inclusive, but addresses 
those areas we were able to cover within the scope of our 
review.

I. The extent to which the board, commission, or program 
has operated in the public interest.

A. The Commission has held five meetings each year 
during the last three years.

B. The Commission has implemented regulations to 
administer Surety Fund claims.

C. The Commission has issued fifteen stop orders 
to prevent unlicensed activity from continuing.

D. The Commission has sponsored seminars and pub­
lications on real estate matters.

II. The extent to which the operation of the board,
commission, or agency program has been impeded or 
enhanced by existing statutes, procedures, and prac­
tices which it has adopted, and anv other matter, 
including budgetary, resource, and personnel matters.

A. Procedures for processing licensing complaints 
are ineffective and inefficient (see Recommenda­
tion No. 1). Additionally, complaint files often 
lack documentation co determine if investigations 
are properly conducted (see Recommendation Mo. 5).

B. The statutes governing the Commission are not 
clear and concise and need revision (see Recom­
mendation No. 3 ) .

C. Existing staff needs temporary clerical assis­
tance through completion of computer programming 
and the biennial license renewal (see Recommen­
dation No. 4 ) .

D. The Commission requires increasingly more legal 
assistance from the Department of Law, Attorney 
General's Office, which may not be available 
under the present biidgetary program.
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III. The extent to which the board, commission, or agency 
has recommended statutory changes which are generally 
of benefit to the public interest.

A. The Commission succeeded in having some obsolete 
or vague statutory requirements repealed or 
amended. Changes were also enacted to the Surety 
Fund claim process. A claimant is required to pay 
a $250 filing fee, which may not be in the 
public's best interest.

IV. The extent to which the board, commission, or agency 
has encouraged interested persons to report to it 
concerning the effect of its regulations and decisions 
on the effectiveness of service, economy of service, 
and availability of service which it has provided.

A. Commission meetings are announced to the public. 
Time is scheduled to hear from interested persons.

B. Comments on regulation changes are solicited by 
announcement in public newspapers and notices to 
interested associations.

V. The extent to which the board, commission, or agency 
has encouraged public participation in the making of 
its regulations and decisions.

A. The Commission announces proposed regulation 
changes or additions in newspapers in accordance 
with the Administrative Procedures Act.

B. The Commission formed a Project Action Committee 
composed of commission members, licensees, and 
the public. Task forces for statutes and regula­
tions, education, and agency were established to 
make recommendations in those areas.

VI. The efficiency with which public inquiries or com­
plaints regarding the activities of the board, com­
mission, or agency filed with it, with the department 
to which a board or commission is administratively 
assigned, or with the Office of the Ombudsman have 
been processed and resolved-!

A. we found no instances where the Commission did 
not respond to public inquiries.

B. During the last three years, forty-nine complaints 
have been closed by the Office of the Ombudsman. 
Ten of these were found to be justified or par­
tially justified and most involved unreasonable 
delay or lack of action on licensing complaints 
and Surety Fund claims.
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VII. The extent to which a board or commission which
regulates entry into an occupation or profession has 
presented qualified applicants to serve the public.

A. The Commission gave the licensing examination 
each month in Anchorage and quarterly in Fair­
banks, Kenai, and Juneau. Approximately 7,500 
persons took the examination with 3,100 or 41 
percent passing during the past three years. 
Licenses issued totalled 2,329.

B. The Commission revoked, suspended, or denied 
thirty licenses in the last three years. As 
of June 30, 1985, the Commission had 176 open 
license complaints.

VIII. The extent to which State personnel practices, in­
cluding affirmative action requirements, have been 
complied with by the board, commission, or agency 
to its own activities and the area of activity or 
interest.

A. We found no evidence of problems in this area.

IX. The extent to which statutory, regulatory, budgeting,
or other changes are necessary to enable the agency,
board, or commission~to better serve the interests of
the public and to comply with the factors enumerated 
in this subsection.

A. Please refer to the previous section, Findings
and Recommendations, and the December 1984 report 
by OMB included in its entirety as Appendix D of 
this report.
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A P P E N D I X  A

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA REAL ESTATE COMMISSION 

SCHEDULE OF GENERAL FUND REVENUES 
COMPARED WITH OPERATING EXPENDITURES 
For Fiscal Years 1983 through 1985 

(UNAUDITED)
(Note 1)

Fiscal Year

1983 1984 1985

Revenues $ 130,941 $477,074 $229,200

Expenditures:
Personal services 
Travel
Contractual services 
Supplies and materials 
Machinery and equipment

195,737
18,011
91,241
5,312
490

195,066
19,757.
83,700
3,282

428

245,089
18,890
42,734
4,243
1,236

Total Expenditures 310,791 302,228 312,192

R e v e n u e s  o v e r  ( u n d e r )  
E x p e n d i t u r e s $(179.850) $174.846 $(82.992)

SCHEDULE OF REVENUES

Unrestricted Revenues Amount Collection Time

Examination fee $ 50
Reciprocity fee 100

Initial license fee 100
Renewal-active license 100
Renewal-inactive license 50
Amendment or transfer of

license fee 5

With taking the examination 
With granting of license 

through reciprocity 
With issuance of license 
Biennially 
Biennially

When amending or transferring

Note 1: The information included in this schedule was obtained
from the accounting records of the Alaska Real Estate 
Commission. The information has not been audited by us 
and, accordingly, we express no opinion on it.
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D E PA RT M E N T  OF COMMERCE A N D  E C O N O MI C D EV E LO P M E N T  
A L A S K A  REAL E STATE C O M M I S S I O N  

SCHEDULE OF E X A M I N A T I O N  S TATISTICS 
For Fiscal Years 1983 thro ug h 1985

Brokers and A.ssociate Brokers

Number of examinees 
Number passed 
Percentage pass rate

Salespersons

Number of examinees 
Number passed 
Percentage pass rate

Total

Number of examinees 
Number passed 
Percentage pass rate

Initial Licenses Issued

Fiscal Year

1983 1984 1985

425 442 302
190 186 156

44.7% 42.1% 51.7%

2,305 2,436 1,604
839 1,018 694

36.4% 41.8% 43.3%

2,730 2.878 1,906
1,029 1,204 850
37.7% 41.8% 44.6%

708 939 682
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A P P E N D I X  C

D E P A R T M E N T  O F  C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T  
A L A S K A  R E A L  E S T A T E  C O M M I S S I O N  
S U M M A R Y  O F  R E S P O N S E S  T O  A  

R E A L  E S T A T E  L I C E N S E E  Q U E S T I O N N A I R E

A r e  y o u  l i c e n s e d  as a ( p l e a s e  c i r c l e  o n e  o f  t h e  f o l l o w i n g ) :

B r o k e r  A s s o c i a t e  B r o k e r  S a l e s p e r s o n  N o t  D e s i g n a t e d

3 8  2 5  2 9  1 5

Y e s  N o  N / 0 *

D o  y o u  b e l i e v e  t h a t  it is i n  t h e  p u b l i c ' s  
b e s t  i n t e r e s t  t h a t  t h e  f o l l o w i n g  p r o f e s ­
s i o n s  b e  l i c e n s e d ?

a) B r o k e r s 9 9 % 1% 0%

b) A s s o c i a t e  B r o k e r s 9 7 % 3% 0%

c) S a l e s p e r s o n s 9 8 % 2% 0%

D o  y o u  b e l i e v e  t h a t  t h e  R e a l  E s t a t e  
C o m m i s s i o n  h a s  o p e r a t e d  i n  t h e  p u b l i c ' s  
b e s t  i n t e r e s t ? 8 4 % 9% 7%

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

a d m i n i s t r a t i v e  d u t i e s  b y  t h e  C o m m i s s i o n ? 3 1 % 6 3 % 6%

P l e a s e  e x p l a i n  i f  a n s w e r e d  Ye s .

M o s t  p r e v a l e n t  a n s w e r  w a s  t h a t  t h e  
p r o c e s s i n g  ' f  a p p l i c a t i o n s , r e n e w a l s  3 
a n d  c o m p l a i n t s  i s  n o t  t i m e l y .

* N o / O p i n i o n
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APPENDIX C

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA REAL ESTATE COMMISSION 
SUMMARY OF RESPONSES TO A 

REAL ESTATE LICENSEE QUESTIONNAIRE

Yes No N/O

Do you believe the examination and screen­
ing process for licensure is performed 
adequately by the Commission? 7 3 % 2 2 % 5%

Please explain if answered No.

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

Do you believe that applicants for real 
estate licenses should be required to 
complete real estate courses before they 
are licensed? R ?% 2 7 % n  or0  /o

Do you believe that continuing education 
should be required for the following to 
renew their licenses?

a) Prokers L&2L 3 2 % . . 2 . 1 .
b) Associate Brokers 5 3 % 27..%. 1 0 %

c) Salespersons 5 4 % 3 7 % 9%

Do you believe licensing by reciprocity 
should be continued? 7 6% 1 8 % 6%

Does the license examination cover material 
which is not pertinent or relevant to actual 
practice? 4 8 % 2 2 2 L 1 9%

Please explain if answered Yes.

M o s t  p r e v a l e n t  a n s w e r s  w e r e  t h a t  t h e  
e x a m i n a t i o n  i s  t o o  t e c h n i c a l } a n d  m o r e  
e m p h a s i s  s h o u l d  h e  p l a c e d  o n  p r o f e s s i o n a l  
e t h i c s .
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DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA REAL ESTATE COMMISSION 
SUMMARY OF RESPONSES TO A 

REAL ESTATE LICENSEE QUESTIONNAIRE

9. Has the Commission handled complaints
fairly? 4 7 % 24% 39%

10. Do you believe the Commission should 
conduct broker trust account audits on a
random basis? 6 n% r*.

11. Do you believe the Commission has adequate 
revocation and suspension powers to be
effective? 81% 8% 11%

12. Do you believe the Commission should be 
allowed to levy fines for enforcement of 
regulations?

13. Do you believe the Commission has
discriminated against minorities? p% 86% 24%

Response Rate:

Number of Questionnaires Sent: 250 

Niimber of Responses Received: 107

Response Rate: 42.8%
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DIVISION OF MANAGEMENT

D e c e m b e r  11, 19C4

M r .  J o h n  T. S h i v e l y  
C h i e f  o f  S t a f f  
O f f i c e  o f  t h e  G o v e r n o r  
P o u c h  A
J u n e a u ,  A K  9 9 3 1 1  

D e a r  Mr. S h i v e l y :
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S U M M A R Y

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) r e g u l a t e s  t h e  S t a t e ' s  
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a l s o  i d e n t i f i e s  the n e e d  for i m p r o v i n g  t h e  C o m m i s s i o n ' s  c u r r e n t  
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INTRODUCTION

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) w a s  e s t a b l i s h e d  i n  1 9 6 4  
to r e g u l a t e  t h e  S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  A R E C  r e g u l a t o r y  
r e s p o n s i b i l i t i e s  i n c l u d e :

e x a m i n i n g  p r o s p e c t i v e  r e a l  e s t a t e  l i c e n s e e s ;

i s s u i n g  r e a l  e s t a t e  l i c e n s e s  to q u a l i f i e d  a p p l i c a n t s ;

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

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

A R E C  is a l s o  a u t h o r i z e d  t o  c o n d u c t  e d u c a t i o n a l  c l i n i c s  o r  
s e m i n a r s  f o r  t h e  p u r p o s e  o f  r a i s i n g  t h e  s t a n d a r d s  o f  t h e  r e a l  
e s t a t e  i n d u s t r y  a n d  t h e  c o m p e t e n c y  o f  l i c e n s e e s .

L I C E N S E E S

T h e r e  a r e  c u r r e n t l y  a t o t a l  o f  a b o u t  5 , 5 0 0  l i c e n s e d  r e a l  e s t a t e  
a g e n t s  in A l a s k a .  O f  t h i s  t o t a l ,  a p p r o x i m a t e l y  3 , 9 0 0  a r e  
a c t i v e l y  e m p l o y e d  as r e a l  e s t a t e  a g e n t s ,  600 a r e  i n a c t i v e ,  a n d  
1 , 0 0 0  a r e  l a p s e d  ( l i c e n s e s  n o r  r e n e w e d  b y  r e a l  e s t a t e  a g e n t s ) .

O f  t h e  3 , 9 0 0  a c t i v e  l i c e n s e e s ,  a p p r o x i m a t e l y  1 , 4 0 0  a r e  a s s o c i a t e  
b r o k e r s  o r  b r o k e r s ,  a n d  2 , 5 0 0  a r e  s a l e s p e r s o n s .  A  b r o k e r  
d i f f e r s  f r o m  a n  a s s o c i a t e  b r o k e r  i n  t h a t  a b r o k e r  is a n  o w n e r  o f  
a r e a l  e s t a t e  b u s i n e s s  o r  is e m p l o y e d  as a b r o k e r  b y  a 
c o r p o r a t i o n .  A n  a s s o c i a t e  b r o k e r  h a s  m e t  t h e  s t a t u t o r y  
q u a l i f i c a t i o n s  o f  a b r o k e r ,  b u t  is e m p l o y e d  b y  a r e a l  e s t a t e  
b r o k e r .

L I C E N S E  R E Q U I R E M E N T S

F o r  a r e a l  e s t a t e  b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e ,  a n  
a p p l i c a n t  m u s t  p a s s  a n  e x a m i n a t i o n ,  b e  a S t a t e  r e s i d e n t ,  h a v e  
h a d  24 m o n t h s  o f  c o n t i n u o u s  w o r k  e x p e r i e n c e  as a r e a l  e s t a t e  

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

F o r  a r e a l  e s t a t e  s a l e s p e r s o n  l i c e n s e ,  a n  a p p l i c a n t  m u s t  p a s s  a n  
e x a m i n a t i o n ,  b e  a r e s i d e n t  o f  t h e  S t a t e ,  b e  e m p l o y e d  b y  a r e a l  
e s t a t e  b r o k e r ,  a n d  h a v e  n o t  e n g a g e d  in c o n d u c t  d e m o n s t r a t i n g  
u n f i t n e s s  t o  b e  a s a l e s p e r s o n .
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C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  a r e  r e n e w e d  b i e n n i a l l y  o n  
t h e  f i r s t  o f  F e b r u a r y  in e v e n - n u m b e r e d  y e a r s .  L i c e n s e s  w e r e  
l a s t  r e n e w e d  o n  F e b r u a r y  1, 198 4 .  T h e  n e x t  r e n e w a l  w i l l  b e  o n  
F e b r u a r y  1, 1986.

L I C E N S E  F E E S

T h e  fee s c h e d u l e  for r e a l  e s t a t e  l i c e n s e s  is a s  f o l l o w s :

L i c e n s e  S u r e t y  P r o c e s s  T o t a l
F e e  F e e l /  F e e  F e e s

I n i t i a l  L i c e n s e

S a l e s p e r s o n  $ 1 0 0  $ 4 0  $1 4 0

A s s o c .  B r o k e r /
B r o k e r  $ 1 0 0  $ 1 2 5  $ 2 2 5

L i c e n s e  C h a n g e s

T r a n s f e r $5 $5
N a m e  c h a n g e $5 §5
A d d r e s s  c h a n g e $5 $5
I n a c t i v a t i o n $5 $5
R e a c t i v a t i o n $5 $5

R e n e w a l

A c t i v e
S a l e s p e r s o n  $ 1 0 0  $ 4 0  $ 1 4 0

A c t i v e  
B r o k e r  c r
A s s o c .  B r o k e r  $ 1 0 0  $ 1 2 5  $ 2 2 5

I n a c t i v e
S a l e s p e r s o n  $ 5 0  $50

I n a c t i v e  
B r o k e r  o r

A s s o c .  B r o k e r  $ 5 0  $50

A R E C  p l a c e s  t h e s e  f e e s  i n  t h e  R e a l  E s t a t e  S u r e t y  F u n d  t o  b e  
u s e d  f o r  m a k i n g  m o n e t a r y  s e t t l e m e n t s  t o  v i c t i m s  o f  f r a u d ,  
d e c e i t ,  i n t e n t i o n a l  m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  o f  
t r u s t  f u n d s  b y  r e a l  e s t a t e  a g e n t s .

-2-
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D u r i n g  F Y  84, w h i c h  i n c l u d e d  a r e n e w a l  o f  a l l  l i c e n s e s ,  A R E C  
c o l l e c t e d  f e e s  t o t a l i n g  a p p r o x i m a t e l y  $ 8 4 5 , 0 0 0 .  O f  t h i s  a m o u n t ,  
a b o u t  $ 2 9 2 , 0 0 0  w a s  c r e d i t e d  to t h e  R e a l  E s t a t e  S u r e t y  F u n d  a n d  
a b o u t  $ 5 5 3 , 0 0 0  w a s  c r e d i t e d  to t h e  G e n e r a l  F u n d .

A R E C  O R G A N I Z A T I O N

A R E C  c o n s i s t s  o f  s e v e n  m e m b e r s :  f i v e  r e a l  e s t a t e  b r o k e r s  or
a s s o c i a t e  b r o k e r s ,  a n d  t w o  p u b l i c  m e m b e r s  a p p o i n t e d  b y  t h e  
G o v e r n o r ,  w i t h  c o n f i r m a t i o n  o f  t h e  L e g i s l a t u r e .

A R E C  s t a f f  c o n s i s t s  o f  a n  e x e c u t i v e  d i r e c t o r ,  t w o  h a l f - t i m e  
h e a r i n g  o f f i c e r s ,  a n  a u d i t o r ,  a l i c e n s i n g  e x a m i n e r ,  a c l e r k  
t y p i s t ,  a n d  a s e c r e t a r y .

P U R P O S E  A N D  S C O P E

O u r  r e v i e w  w a s  c o n d u c t e d  at t h e  r e q u e s t  o f  B a r b a r a  H i l l ,  
C h a i r m a n  o f  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n .  T h e  r e v i e w  h a d  
t w o  p u r p o s e s .  T h e  f i r s t  p u r p o s e  w a s  t o  a s s e s s  t h e  e f f e c t i v e n e s s  
a n d  e f f i c i e n c y  o f  A R E C  o p e r a t i o n s ,  s y s t e m s ,  a n d  m a n a g e m e n t  
m e t h o d s .  T h e  s e c o n d  p u r p o s e  w a s  t o  p r o v i d e  r e c o m m e n d a t i o n s  f o r  
a n y  n e e d e d  i m p r o v e m e n t s  r e g a r d i n g  o p e r a t i n g  e f f i c i e n c y  a n d  
e f f e c t i v e n e s s  w h i c h  w o u l d  e n h a n c e  s e r v i c e  d e l i v e r y  o r  r e d u c e  
p r e s e n t  c o s t s .

D u r i n g  o u r  r e v i e w ,  w e  p e r f o r m e d  t h e  f o l l o w i n g  s t e p s :

R e v i e w e d  a p p l i c a b l e  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  A R E C  
p o l i c i e s  a n d  p r o c e d u r e s ;

I n t e r v i e w e d  C o m m i s s i o n  m e m b e r s  a n d  s t a f f ,  a n d  A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  o f f i c i a l s ;

D o c u m e n t e d  a n d  e v a l u a t e d  t h e  C o m m i s s i o n ' s  w o r k l o a d s ,  
s t a f f i n g ,  a n d  m a n a g e m e n t  m e t h o d s ;

R e v i e w e d  a n d  a n a l y z e d  c u r r e n t  A R E C  s y s t e m s  a n d  
p r o c e d u r e s  f o r  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  a n d  r e n e w i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  
v i o l a t i o n s ,  a n d  a d j u d i c a t i n g  l i c e n s e  c o m p l a i n t s  a n d  
s u r e t y  f u n d  c l a i m s ;

R e v i e w e d  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  p r o c e d u r e s  o f  
o t h e r  s t a t e s '  r e a l  e s t a t e  c o m m i s s i o n s ;  a n d

A t t e n d e d  t w o  C o m m i s s i o n  m e e t i n g s  a n d  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  R e a l  E s t a t e  L i c e n s e  L a w  O f f i c i a l s  
(NARELLO) a n n u a l  m e e t i n g .
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A R E C  l i c e n s i n g  r e s p o n s i b i l i t i e s  a r e  c r i t i c a l  t o  r e g u l a t i n g  t h e  
S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  T h e s e  r e s p o n s i b i l i t i e s  i n c l u d e  
e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  c o l l e c t i n g  l i c e n s e  fees, 
r e n e w i n g  l i c e n s e s ,  a n d  m a i n t a i n i n g  a c u r r e n t  l i c e n s e  r e g i s t e r .  
O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  i t s  o p e r a t i o n s  i n  each 
o f  t h e s e  a r e a s  a s  d i s c u s s e d  b e l o w .

L I C E N S I N G  E X A M I N A T I O N

I n  A l a s k a ,  c a n d i d a t e s  f o r  a r e a l  e s t a t e  l i c e n s e  m u s t  p a s s  a 
l i c e n s i n g  e x a m i n a t i o n .  C u r r e n t l y ,  an a v e r a g e  o f  200 c a n d i d a t e s  
a m o n t h  t a k e  t h e  A l a s k a  r e a l  e s t a t e  l i c e n s i n g  e x a m i n a t i o n .  T h e  
E d u c a t i o n a l  T e s t i n g  S e r v i c e  ( E T S ) , w h i c h  is u n d e r  c o n t r a c t  t o  
a d m i n i s t e r  t h e  e x a m i n a t i o n  s t a t e w i d e ,  p r o v i d e s  e a c h  c a n d i d a t e  
w h o  t a k e s  t h e  e x a m i n a t i o n  w i t h  a p a s s / f a i l  n o t i c e .  E T S  a l s o  
p r o v i d e s  A R E C  w i t h  a p a s s / f a i l  l i s t i n g  o n  m i c r o f i c h e .

C a n d i d a t e s  w h o  p a s s  t h e  l i c e n s i n g  e x a m i n a t i o n  m a y  a p p l y  t o  A R E C  
f o r  a r e a l  e s t a t e  l i c e n s e .  O n  t h e  l i c e n s e  a p p l i c a t i o n ,  
c a n d i d a t e s  m u s t  p r o v i d e  t h e  d a t e  t h e y  p a s s e d  t h e  e x a m i n a t i o n  a n d  
t h e  e x a m i n a t i o n  s i t e .  W i t h  th i s  i n f o r m a t i o n ,  A R E C  c a n  v e r i f y  
w h e t h e r  c a n d i d a t e s  a c t u a l l y  p a s s e d  t h e  e x a m i n a t i o n  b y  c h e c k i n g  
t h e i r  n a m e s  o n  t h e  E T S  p a s s / f a i l  l i s t i n g s .  H o w e v e r ,  o u r  r e v i e w  
f o u n d  t h a t  A R E C  h a s  b e e n  i s s u i n g  r e a l  e s t a t e  l i c e n s e s  w i t h o u t  
v e r i f y i n g  t h a t  c a n d i d a t e s  a c t u a l l y  p a s s e d  t h e  l i c e n s i n g  
e x a m i n a t i o n . A c c o r d i n g  t o  t h e  A R E C  l i c e n s e  e x a m i n e r ,  A R E C  h a s  
r e l i e d  o n  i n f o r m a t i o n  p r o v i d e d  b y  c a n d i d a t e s  o n  t h e  l i c e n s e  
a p p l i c a t i o n .

I s s u i n g  l i c e n s e s  w i t h o u t  v e r i f y i n g  e x a m i n a t i o n  r e s u l t s  d e f e a t s  
t h e  p u r p o s e  o f  e x a m i n i n g  l i c e n s e  c a n d i d a t e s .  B y  n o t  v e r i f y i n g  
e x a m i n a t i o n  r e s u l t s ,  t h e r e  is a r e m o t e  p o s s i b i l i t y  t h a t  s o m e  
r e a l  e s t a t e  l i c e n s e s  h a v e  b e e n  i s s u e d  to c a n d i d a t e s  w h o  h a v e  
f p i l e d  t h e  e x a m i n a t i  'n o r  h a v e  n e v e r  t a k e n  t h e  e x a m i n a t i o n .

L I C E N S E  F E E S

O u r  r e v i e w  f o u n d  t h a t  i n i t i a l  l i c e n s e  f e e s  w o u l d  b e  m o r e  
e q u i t a b l e  if t h e  f e e s  w e r e  p r o r a t e d  w i t h i n  t h e  l i c e n s i n g  
b i e n n i u m . C u r r e n t l y ,  b r o k e r / a s s o c i a t e  b r o k e r  c a n d i d a t e s  a n d  
s a l e s p e r s o n  c a n d i d a t e s  m u s t  p a y  t h e  t o t a l  l i c e n s e  f e e s  o f  $ 2 2 5  
a n d  $ 1 4 0  r e s p e c t i v e l y  w h e n  a p p l y i n g  f o r  t h e i r  i n i t i a l  l i c e n s e s .  
C u r r e n t  A R E C  r e g u l a t i o n s  p r o h i b i t  p r o r a t i n g  f e e s  w i t h i n  t h e  
l i c e n s i n g  b i e n n i u m .  B y  n o t  p r o r a t i n g  fees, s o m e  n e w  l i c e n s e e s  
a r e  r e q u i r e d  t o  p a y  a n o t h e r  $ 2 2 5  o r  $ 1 4 0  i n  r e n e w a l  f e e s  e v e n  

t h o u g h  t h e i r  i n i t i a l  l i c e n s e s  w e r e  a p p l i e d  f o r  a n d  r e c e i v e d  a 
m o n t h  o r  t w o  p r i o r  t o  t h e  r e n e w a l  d a t e .
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If A R E C  w o u l d  p r o r a t e  i n i t i a l  l i c e n s e  fees, w e  e n v i s i o n  t h e  f e e s  
b e i n g  p r o r a t e d  f r o m  t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  t o  d a t e  of r e n e w a l .  (The d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  w o u l d  be the p o s t m a r k  d a t e  if
a p p l i c a t i o n  i s  m a i l e d  or A R E C  r e c e i p t  d a t e  if a p p l i c a t i o n  is

d e l i v e r e d .)

L I C E N S E  R E N E W A L

O u r  r e v i e w  f o u n d  t h a t  l i c e n s e  r e n e w a l s  c o u l d  b e  a c c o m p l i s h e d  
m o r e  e f f i c i e n t l y  if l i c e n s e s  w e r e  r e n e w e d  b i e n n i a l l y  b a s e d  o n  
e a c h  l i c e n s e e ' s  b i r t h d a y . C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  
a r e  r e n e w e d  b i e n n i a l l y  o n  t h e  f i r s t  o f  F e b r u a r y  in e v e n - n u m b e r e d  
y e a r s .  T o  r e n e w  o v e r  5 , 0 0 0  l i c e n s e s  at t h e  s a m e  t i m e ,  A R E C  m u s t  
c o m m i t  t h e  m a j o r i t y  o f  its s t a f f  t o  s e n d  r e n e w a l  n o t i c e s ,  o p e n  
m a i l ,  r e c e i p t  f e e s ,  r e v i e w  r e n e w a l  a p p l i c a t i o n s ,  i s s u e  l i c e n s e s ,  
a n d  u p d a t e  l i c e n s e e  d a t a .  T h e  l a t e s t  l i c e n s e  r e n e w a l  in 
F e b r u a r y  1984 r e q u i r e d  s t a f f  c o m m i t m e n t  f r o m  Dec*, m b e r  1 9 8 3  t o  
M a y  1984. D u r i n g  t h i s  p e r i o d ,  o t h e r  A R E C  f u n c t i o n s  s u c h  as 
i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  m o n i t o r i n g  s u r e t y  f u n d  c l a i m  
h e a r i n g s ,  a n d  p u b l i s h i n g  t h e  A R E C  n e w s l e t t e r  w e r e  d i s r u p t e d .

B y  e s t a b l i s h i n g  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  o f  t h e  
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  A R E C  w o u l d  h a v e  t w e l v e  
l i c e n s e  r e n e w a l s  i n s t e a d  o f  one. T h i s  r e n e w a l  p r o c e s s  w o u l d  
s p r e a d  t h e  a d m i n i s t r a t i v e  w o r k l o a d  o v e r  t h e  e n t i r e  y e a r  a l l o w i n g  
t i m e  for the A R E C  s t a f f  t o  p e r f o r m  its o t h e r  f u n c t i o n s  w i t h  
m i n i m a l  d i s r u p t i o n .  B o t h  t h e  A R E C  e x e c u t i v e  d i r e c t o r  a n d  
l i c e n s e  e x a m i n e r  s u p p o r t  t h i s  r e n e w a l  p r o c e s s .  In a d d i t i o n ,  
r e a l  e s t a t e  c o m m i s s i o n s  i n  I d a h o ,  O r e g o n ,  a n d  W a s h i n g t o n  h a v e  
s w i t c h e d  to t h i s  r e n e w a l  p r o c e s s  t o  e l i m i n a t e  t h e  b u r d e n  of 
r e n e w i n g  a l l  l i c e n s e s  a t  t h e  s a m e  t i m e .

I f  A R E C  w o u l d  e s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  b a s e d  o n  e a c h  
l i c e n s e e ' s  b i r t h d a y ,  w e  e n v i s i o n  a t r a n s i t i o n  r e n e w a l  in 
F e b r u a r y  1986. L i c e n s e s  w o u l d  b e  r e n e w e d  f r o m  F e b r u a r y  1, 1986, 
t o  t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y  in 
1 9 8 7 .  T o t a l  r e n e w a l  f e e s  ( l i c e n s e  a n d  s u r e t y  fees) w o u l d  b e  
p r o r a t e d  b a s e d  o n  t h e  s c h e d u l e  s h o w n  o n  t h e  f o l l o w i n g  p a g e .

-5-

-35-



B i r t h d a y  D a t e  L i c e n s e  B r o k e r / A s s o c i a t e  B r o k e r  S a l e s p e r s o n  
M o n t h  R e n e w e d  to ______ R e n e w a l  F e e s  R e n e w a l  F e e s

J a n u a r y F e b r u a r y  1, 1987 $ 1 1 3 $ 70

F e b r u a r y M a r c h  1, 1 9 8 7 1 2 2 76

M a r c h A p r i l  1, 19 8 7 131 82

A p r i l M a y  1, 19 8 7 141 88

M a y J u n e  1, 1 9 8 7 150 93

J u n e J u l y  1, 19 8 7 159 99

J u l y A u g u s t  1, 1 9 8 7 1 6 9 105

A u g u s t S e p t e m b e r  1, 1987 178 111

S e p t e m b e r O c t o b e r  1, 1 9 8 7 188 117

O c t o b e r N o v e m b e r  1, 19 8 7 197 123

N o v e m b e r D e c e m b e r  1, 1 9 8 7 20 6 128

D e c e m b e r J a n u a r y  1, 19 8 7 2 1 6 134

T h e  n e x t  l i c e n s e  r e n e w a l  w o u l d  b e  t w o  y e a r s  f r o m  t h e  a b o v e  d a t e s  
a n d  b i e n n i u m  r e n e w a l  f e e s  f o r  b r o k e r s / a s s o c i a t e  b r o k e r s  a n d  
s a l e s p e r s o n s  w o u l d  b e  $ 2 2 5  a n d  $ 1 4 0  r e s p e c t i v e l y .

L I C E N S E  C E R T I F I C A T E

F o r  l i c e n s e  r e n e w a l s  p r i o r  t o  t h e  F e b r u a r y  1 9 8 4  r e n e w a l ,  A R E C  
p r o v i d e d  l i c e n s e e s  w i t h  l i c e n s e  c e r t i f i c a t e s  t h a t  w e r e  v a l i d  f o r  
o n l y  o n e  l i c e n s i n g  b i e n n i u m .  H o w e v e r ,  for t h e  F e b r u a r y  1 9 8 4  
r e n e w a l ,  A R E C  p r o v i d e d  l i c e n s e e s  w i t h  c e r t i f i c a t e s  t h a t  a r e  to 
b e  v a l i d  f o r  f i v e  l i c e n s i n g  b i e n n i u m s .  E a c h  l i c e n s e  c e r t i f i c a t e  
h a s  f i v e  s p a c e s  f o r  r e n e w a l  v a l i d a t i o n  s t i c k e r s .  T h i s  u s e  of 
v a l i d a t i o n  s t i c k e r s  is s i m i l a r  t o  t h e  s y s t e m  u s e d  f o r  m o t o r  
v e h i c l e  l i c e n s i n g .

W e  s u p p o r t  t h e  u s e  o f  v a l i d a t i o n  s t i c k e r s  i n s t e a d  o f  printin'"* 
a n d  i s s u i n g  n e w  l i c e n s e  c e r t i f i c a t e s  a t  e a c h  r e n e w a l .  H o w e v e r ,  
w e  b e l i e v e  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e s  c o u l d  be 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  b y  c o n t i n u i n g  t o  p l a c e  new' 
v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s . R e a l  e s t a t e  
c o m m i s s i o n s  in M o n t a n a ,  R h o d e  I s l a n d ,  S o u t h  D a k o t a ,  a n d  
T e n n e s s e e  c u r r e n t l y  h a v e  p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  w i t h  
v a l i d a t i o n  s t i c k e r s .
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I f  A R E C  w o u l d  e s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  of 
t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  w e  e n v i s i o n  t h e  
v a l i d a t i o n  s t i c k e r s  t o  r e a d  as s h o w n  in the e x a m p l e  b e l o w .

E X A M P L E

F o r  a l i c e n s e e  w i t h  a b i r t h d a y  on M a y  3, t h e  
f o l l o w i n g  v a l i d a t i o n  s t i c k e r  w o u l d  b e  s e n t  
t o  t h e  l i c e n s e e  a t  t h e  F e b r u a r y  1, 1986
r e n e w a l :

EXPIRES
6-1-87

During May 1987, the license would again be 
renewed and the following validation sticker 
would be sent to the licensee:

EXPIRES
6-1-89

L I C E N S E E  R E G I S T E R

A R E C  is r e q u i r e d  b y  s t a t u t e  t o  m a i n t a i n  a c u r  '* i s t e r  o f
l i c e n s e s .  A R E C  c u r r e n t l y  m a i r t a i n s  a n  alph.-' g i s t e r  o f
l i c e n s e e s  o n  i t s  W a n g  w o r d  p r o c e s s o r .  T h e  r e g i s t e r  us k e p t  o n
23 s e p a r a t e  s y s t e m  d o c u m e n t s  w h i c h  g r o u p  l i c e n s e e s  
a l p h a b e t i c a l l y  b y  t h e  f i r s t  l e t t e r  o f  t h e i r  l a s t  n a m e s .  F o r  
e a c h  l i c e n s e e ,  t h e  r e g i s t e r  p r o v i d e s  t h e  l i c e n s e e ' s  r e a l  e s t a t e  
o f f i c e  a n d  a d d r e s s ,  l i c e n s e  n u m b e r ,  a n d  l i c e n s e  e x p i r a t i o n  d a t e  
( c u r r e n t l y  J a n u a r y  31, 1 9 8 6  f o r  a l l  l i c e n s e e s ) .

W e  r e v i e w e d  t h e  a c c u r a c y  o f  t h e  A R E C  l i c e n s e e  r e g i s t e r  b y
c o m p a r i n g  i t s  c o n t e n t s  w i t h  a c u r r e n t  l i c e n s e e  r e g i s t e r  p r o v i d e d  
b y  t h e  A n c h o r a g e  M u l t i p l e  L i s t i n g  S e r v i c e  ( M L S ) . O u r  r e v i e w
f o u n d  i n a c c u r a c i e s  i n  t h e  A R E C  l i c e n s e e  r e g i s t e r . S p e c i f i c a l l y ,  

w e  f o u n d :

T h e  A R E C  r e g i s t e r  d i d  n o t  a c c o u n t  for s o m e  l i c e n s e e s .
D u r i n g  o u r  r e v i e w ,  w e  f o u n d  f i v e  l i c e n s e d  r e a l  e s t a t e
a g e n t s  ( i n c l u d i n g  o n e  b r o k e r )  n o t  l i s t e d  o n  t h e
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r e g i s t e r .  E a c h  o f  t h e s e  l i c e n s e e s  a r e  a c t i v e l y  
e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .

T h e  A R E C  r e g i s t e r  l i s t e d  s o m e  l i c e n s e e s  t w i c e  - o n c e  
as a c t i v e  a n d  o n c e  as l a p s e d .

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

C o n c e r n i n g  l i c e n s e e s  n o t  a c c o u n t e d  f o r  o n  the r e g i s t e r ,  t h e  A R E C  
l i c e n s i n g  e x a m i n e r  t o l d  u s  t h a t  h e r  p r e d e c e s s o r  f a i l e d  to e n t e r  
s o m e  l i c e n s e e s  o n  t h e  r e g i s t e r  d u r i n g  t h e  1 9 8 2  r e n e w a l .  
S p e c i f i c a l l y ,  t h e s e  l i c e n s e e s  i n c l u d e d  some b r o k e r s  w i t h  l o w  
l i c e n s e  n u m b e r s  a n d  s o m e  l i c e n s e e s  w i t h  l i c e n s e  n u m b e r s  b e t w e e n  
7 0 0 0  a n d  7999.

L a p s e d  L i c e n s e s

T h e  A R E C  l i c e n s i n g  e x a m i n e r  e s t i m a t e s  t h a t  1 , 0 0 0  l i c e n s e e s  on 
t h e  A R E C  l i c e n s e e  r e g i s t e r  h a v e  l a p s e d  l i c e n s e s .  G i v e n  t h e  
i n a c c u r a c i e s  f o u n d  in t h e  A R E C  l i c e n s e e  r e g i s t e r ,  w e  a r e  
c o n c e r n e d  t h a t  s o m e  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  m a y  n o t  h a v e  
r e c e i v e d  n o t i c e s  o f  t h e  F e b r u a r y  1 9 8 4  l i c e n s e  r e n e w a l .  T h o u g h  
l i c e n s e e s  h a v e  t h e  r e s p o n s i b i l i t y  t o  r e n e w  t h e i r  l i c e n s e s  w i t h  
o r  w i t h o u t  r e n e w a l  n o t i c e s ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  m a k e  a n  
a t t e m p t  to i d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .  F o r  e x a m p l e ,  A R E C  
c o u l d  s e n d  a n o t i c e  t o  b r o k e r s  i n s t r u c t i n g  the b r o k e r s  to v e r i f y  
t h e  l i c e n s e  s t a t u s  o f  e a c h  a s s o c i a t e  b r o k e r  a n d  s a l e s p e r s o n  
u n d e r  t h e i r  s u p e r v i s i o n .

R E C O M M E N D A T I O N S

I n  t h e  a r e a  o f  l i c e n s i n g ,  w e  r e c o m m e n d  t h a t  A R E C :

1. V e r i f y  t h a t  l i c e n s e  c a n d i d a t e s  h a v e  p a s s e d  t h e
l i c e n s i n g  e x a m i n a t i o n  b e f o r e  i s s u i n g  l i c e n s e s .  I t  is 
o u r  u n d e r s t a n d i n g  t h a t  t h e  A R E C  l i c e n s e  e x a m i n e r  h a s  
a l r e a d y  b e e n  i n s t r u c t e d  b y  t h e  e x e c u t i v e  d i r e c t o r  to 
i m p l e m e n t  t h i s  r e c o m m e n d a t i o n .

2. P r o r a t e  i n i t i a l  l i c e n s e  f e e s  ' w i t h i n  t h e  l i c e n s i n g
b i e n n i u m .

3. E s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  o f  t h e  
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y .

4. U s e  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e  a s  a
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e  b y  c o n t i n u i n g  t o  p l a c e  
n e w  v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s .



U p d a t e  t h e  l i c e n s e e  r e g i s t e r .  F o r  a c o s t  o f  $85, W a n g  
L a b o r a t o r i e s  c o u l d  t a k e  t h e  23 s y s t e m  d o c u m e n t s  o f  t h e  
c u r r e n t  a l p h a b e t i c a l  r e g i s t e r  a n d  p r o v i d e  A R E C  w i t h  a 
r e g i s t e r  i n  s e q u e n t i a l  o r d e r  b y  l i c e n s e  n u m b e r .  T h i s  
n e w  r e g i s t e r  c o u l d  t h e n  b e  c o m p a r e d  w i t h  i n f o r m a t i o n  
in the C o m m i s s i o n ' s  h a r d - c o p y  l i c e n s e  f o l d e r s  w h i c h  
are a l s o  k e p t  in s e q u e n t i a l  o r d e r  by l i c e n s e  n u m b e r .  
T h i s  r e g i s t e r  c o u l d  a l s o  b e  c o m p a r e d  w i t h  a n  A R E C  
n o t e b o o k  w h i c h  r e c o r d e d  l i c e n s e  issu e s  i n  s e q u e n t i a l  
o r d e r  p r i o r  to u s e  o f  t h e  w o r d  p r o c e s s o r .

I n i t i a t e  a c o o p e r a t i v e  i n f o r m a t i o n  n e t w o r k  b e t w e e n  t h e  
C o m m i s s i o n ,  A l a s k a  A s s o c i a t i o n  of R e a l t o r s ,  a n d  
m u l t i p l e  l i s t i n g  s e r v i c e s  to p e r i o d i c a l l y  c o m p a r e  e a c h  
o t h e r ' s  l i c e n s e e  r e g i s t e r s .

I d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r t a l  e s t a t e  b u s i n e s s .  A R E C  c o u l d  
se n d  a n o t i c e  t o  b r o k e r s  i n s t r u c t i n g  t h e  b r o k e r s  t o  
v e r i f y  t h e  l i c e n s e  s t a t u s  o f  e a c h  a s s o c i a t e  b r o k e r  a n d  
s a l e s p e r s o n  u n d e r  t h e i r  s u p e r v i s i o n .



A s  a r e g u l a t o r y  a g e n c y ,  A R E C  is r e s p o n s i b l e  for i n v e s t i g a t i n g  
) c o m p l a i n t s  a l l e g i n g  l i c e n s e e  v i o l a t i o n s  of State s t a t u t e s  or

r e g u l a t i o n s .  AR E C  i s  a l s o  r e s p o n s i b l e  for s u s p e n d i n g  or 
r e v o k i n g  li c e n s e s  o f  r e a l  e s t a t e  l i c e n s e e s  w h o  a c t u a l l y  v i o l a t e  

| , s t a t u t e s  or r e g u l a t i o n s .  O u r  r e v i e w  f o u n d  th a t  A R E C  c o u l d
jj i m p r o v e  its o p e r a t i o n s  in e a c h  o f  t h e s e  areas a s  d i s c u s s e d
I b e l o w .

C O M P L A I N T  S T A T I S T I C S

A s  o f  S e p t e m b e r  14 , 1 9 8 4 ,  A R E C  s h o w e d  the f o l l o w i n g  l i c e n s e
c o m p l a i n t  s t a t i s t i c s :

Y e a r  T o t a l  T o t a l  T o t a l
C o m p l a i n t s  C o m p l a i n t s  C o m p l a i n t s  C o m p l a i n t s

F i l e d  F i l e d  C l o s e d  O p e n

1 9 7 7  8 6  85 1
1 9 7 8  1 0 8  99 9
1979 2 0 3  2 0 0  3
1 9 8 0  1 1 4  110 4
1 9 8 1  1 1 9  101 18
1 9 8 2  1 5 1  1 1 5  36
1 9 8 3  1 8 4  103 81

1 9 8 4  to date 1 7 0  54 1 1 6

T o t a l  1 , 1 3 5  867 2 6 8

O f  t h e  268 o p e n  c o m p l a i n t s ,  o n l y  24 c o m p l a i n t s  w e r e  d e s i g n a t e d  
a s  beit g in active i n v e s t i g a t i o i  a n d  17 w e r e  d e s i g n a t e d  as 
h a v i n g  l i c e n s e  a c t i o n s  j . p r o g r e s s . T h e  r e m a i n i n g  2 2 7  o p e n  
c a s e s  w e r e  in b a c k l o g  s t a t u s .

W e  r e v i e w e d  61 of a p p r o x i m a t e l y  240 c l o s e d  l i c e n s e  c o m p l a i n t s  
w h i c h  w e r e  in AREC f i l e s  a w a i t i n g  c l o s u r e  letters. O u r  r e v i e w  
f o u n d  t h a t  the a v e r a g e  p r o c e s s i n g  t i m e  f o r  t h e s e  c o m p l a i n t s  f r o m  
d a t e  o f  c o m p l a i n t  f i l i n g  to d a t e  o f  r e c o m m e n d e d  c l o s u r e  w a s  14 
m o n t h s .

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

O u r  r e v i e w  fou n d  t h a t  A R E C  l a c k s  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  
f o r  p r o c e s s i n g  l i c e n s e  c o m p l a i n t s .  A R E C  c u r r e n t l y  p r o c e s s e s  
c o m p l a i n t s  b a s e d  on i n f o r m a l  p r o c e d u r e s  e s t a b l i s h e d  b y  t h e  
e x e c u t i v e  d i r e c t o r  a n d  a u d i t o r .  W e  b e l i e v e  these p r o c e d u r e s  
w e r e  i m p l e m e n t e d  b e f o r e  b e i n g  f u l l y  d e v e l o p e d  and a r e  c u r r e n t l y
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i n e f f e c t i v e  a n d  i n e f f i c i e n t .  E x a m p l e s  o f  t h e s e  p r o c e d u r e s  a r e  
s h o w n  b e l o w .

1. F o r  each c o m p l a i n t  a c t i v e l y  i n v e s t i g a t e d ,  A R E C  h a s  a 
p r o c e d u r e  t o  f o r w a r d  a c o p y  of t h e  c o m p l a i n t  f i l e  to 
a n  A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  s u p p o s e d l y  
b e c o m e s  a n  " i n v e s t i g a t i n g  c o m m i s s i o n e r "  w h o  w i l l  
a s s i s t  the A R E C  a u d i t o r  d u r i n g  the i n v e s t i g a t i o n .  
H o w e v e r ,  w e  f o u n d  t h a t  n e i t h e r  the a u d i t o r  n o r  
c o m m i s s i o n e r s  k n o w  w h a t  is e x p e c t e d  o f  t h e  
" i n v e s t i g a t i n g  c o m m i s s i o n e r . " T h e  p r o c e d u r e  h a s  n e v e r  
b e e n  f o r m a l i z e d  t o  i d e n t i f y  the c o m m i s s i a  e r s ' 
i n v e s t i g a t i v e  d u t i e s .

2. F o r  e a c h  c o m p l a i n t  r e c o m m e n d e d  f o r  clo s u r e ,  A R E C  h a s  a 
p r o c e d u r e  t o  f o r w a r d  the o r i g i n a l  c o m p l a i n t  f i l e  to a n  
A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  is s u p p o s e d  to 
r e v i e w  the f i l e ,  a p p r o v e  o r  d i s a p p r o v e  t h e  c l o s u r e  
r e c o m m e n d a t i o n ,  a n d  r e t u r n  t h e  file to t h e  A R E C  
a u d i t o r .  D u r i n g  t h e  n e x t  C o m m i s s i o n  m e e t i n g ,  t h o s e  
c o m p l a i n t s  a p p r o v e d  f o r  c l o s u r e  by i n d i v i d u a l  
c o m m i s s i o n e r s  a r e  o f f i c i a l l y  v o t e d  c l o s e d  b y  t h e  
e n t i r e  C o m m i s s i o n .  W e  q u e s t i o n  t h e  e n t i r e  C o m m i s s i o n  
v o t i n g  to c l o s e  c o m p l a i n t s  w h e n  the c o m p l a i n t s  w e r e
o n l v  r e v i e w e d b v  o n e  c o m m i s s i o n e r .  We a l s o  q u e s t i o n
t h e  m a i l i n g of o r i g i n a l  c o m D l a i n t  f i l e s  to
c o m m i s s i o n e r s  , e s p e c i a l l y  w h e n  w e  w e r e  t o l d  t h a t  f o u r

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

W e  b e l i e v e  t h a t  A R E C  n e e d s  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  c o m p l a i n t s  f r o m  d a t e  of i n i t i a l  i n q u i r y  to c o m p l e t i o n  
of h e a r i n g . The p r o c e d u r e  s h o u l d  p r o v i d e  a s e q u e n c e  o f  

p r o c e s s i n g  s t a g e s  a n d  i n t e r n a l  t i m e  s t a n d a r d s  ( p r o c e s s i n g  d a y s  
f r o m  d a t e  o f  c o m p l a i n t  f i l i n g )  . W e  a l s o  b e l i e v e  t h a t  t h e  
p r o c e s s i n g  s t a g e s  s h o u l d  b e  s u p p o r t e d  by s t a t u t e s  a n d  
r e g u l a t i o n s .

If A R E C  w o u l d  e s t a b l i s h  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  m a j o r  
p r o c e s s i n g  s t ages, i n t e r n a l  t i m e  s t a n d a r d s ,  and n e e d e d  s t a t u t e
a n d  r e g u l a t i o n  s e c t i o n s

P r o c e s s i n g
S t a g e

I n t e r n a l  T i m e  
S t a n d a r d

S t a t u t e
S e c t i o n

R e g u l a t i o n
S e c t i o n

1. I N Q U I R Y

A R E C  d o c u m e n t s  t h e  
v o l u m e  a n d  n a t u r e  o f  
q u e s t i o n s  a n s w e r e d  

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

A c c e p t a n c e  of 
I n q u i r y

R e c o r d  of 
I n q u i r y
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P r o c e s s i n g  I n t e r n a l  T i m e  S t a t u t e  R e g u l a t i o n
S t a g e  S t a n d a r d  S e c t i o n  S e c t i o n

C O M P L A I N T

A R E C  s e n d s  a 10 d a y s
c o p y  o f  t h e  
c o m p l a i n t  a n d  
a n  i n t e r r o g a t o r y  

t o  r e s p o n d e n t .

R e s p o n d e n t  30 d a y s
p r o v i d e s  A R E C  
w i t h  c o m p l e t e d  
i n t e r r o g a t o r y .

S T A F F  I N V E S T I G A T I O N

C o m p l a i n t

I n v e s t i g a t i o n

C o m p l a i n t s  b y  
I n d i v i d u a l s

C o m p l a i n t s  b y  
C o m m i s s i o n

I n v e s t i g a t i o n
P r o c e d u r e s

A R E C  p r e p a r e s  45 d a y s
a n  i n v e s t i g a t i v e  
p l a n  o f  a c t i o n .

A f t e r  i n v e s t i g a­
tio n ,  A R E C  m a k e s  90 d a y s  
a d e t e r m i n a t i o n  
w h e t h e r  o r  n o t  
c o m p l a i n t  is 
s u p p o r t e d  b y  
s u b s t a n t i a l  
e v i d e n c e .

D e t e r m i n a t i o n
P r o c e d u r e s

S T I P U L A T I O N

I f  t h e  c o m p l a i n t  120 d a y s
is s u p p o r t e d
b y  s u b s t a n t i a l
e v i d e n c e ,  A R E C
p r o v i d e s  r e s p o n d e n t
w i t h  p r o p o s e d  t e r m s
o f  s t i p u l a t i o n ,  i.e.,
l i c e n s e  s u s p e n s i o n
f o r  s p e c i f i c  t i m e
p e r i o d .

S t i p u l a t i o n S t i p u l a t i o n
P r o c e d u r e s

R e s p o n d e n t  
a c c e p t s  or 
r e j e c t s  t h e  
p r o p o s e d  
s t i p u l a t i o n .

150 d a y s
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P r o c e s s i n g
S t a g e

I n t e r n a l  T i m e  
S t a n d a r d

S t a t u t e
S e c t i o n

R e g u l a t i o n
S e c t i o n

H E A R I N G

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

H e a r i n g  C o m m e n c e m e n t
o f  H e a r i n g  

180 d a y s  O r d e r  P r o c e s s

S u b p o e n a s

N o t i c e  of 
H e a r i n g

C o n d u c t  of 
H e a r i n g

H e a r i n g  
O f f i c e r 's 
R e c o m m e n d e d  
D e c i s i o n

O r d e r s  b y  
C o m m i s s i o n

H e a r i n g  R e c o r d

B y  e s t a b l i s h i n g  a c o m p l a i n t  p r o c e s s i n g  p r o c e d u r e  s u p p o r t e d  b y  
i n t e r n a l  t i m e  s t a n d a r d s ,  s t a t u t e s ,  a n d  r e g u l a t i o n s ,
t h a t  A R E C  w o u l d  be m o r e  a c c o u n t a b l e  to l i c e n s e e s  a n d

we
the

b e l i e v e
o u b l i c

I N V E S T I G A T O R

T h e  A R E C  a u d i t o r  is r e s p o n s i b l e  f o r  i n v e s t i g a t i n g  l i c e n s e  
c o m p l a i n t s  f i l e d  w i t h  t h e  C o m m i s s i o n .  T h e  a u d i t o r  is a n  
A c c o u n t a n t  I I I  w i t h  n o  p r i o r  i n v e s t i g a t i v e  e x p e r i e n c e .

C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  "t h e  e x e c u t i v e  d i r e c t o r  s h a l l  
a p p o i n t ,  w i t h  a p p r o v a l  o f  t h e  c o m m i s s i o n ,  a f u l l - t i m e  
i n v e s t i g a t o r  o r  a u d i t o r ." W e  u n d e r s t a n d  t h a t  a n  a u d i t o r  w a s  
a p p o i n t e d  b e c a u s e  i n v e s t i g a t i o n s  m a y  i n v o l v e  a u d i t s  o f  b r o k e r  
t r u s t  a c c o u n t s .  H o w e v e r ,  w e  f o u n d  t h a t  t h e  a u d i t o r  h a s  
c o n d u c t e d  o n l y  t h r e e  t r u s t  a c c o u n t  a u d i t s  s i n c e  h i s  a p p o i n t m e n t  
t h r e e  y e a r s  ago.

W e  b e l i e v e  A R E C  s h o u l d  r e - e v a l u a t e  i t s  i n v e s t i g a t o r  p o s i t i o n . 
In o u r  o p i n i o n ,  t h e  S t a t e ' s  c l a s s  s p e c i f i c a t i o n  7 7 6 8 ,  
I n v e s t i g a t o r  III, i n c l u d e s  t h e  k n o w l e d g e  a n d  s k i l l s  n e e d e d  b y  
A R E C .  W e  n o t e  t h a t  e a c h  i n v e s t i g a t o r  w i t h i n  t h e  S t a t e ' s  
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  is a n  I n v e s t i g a t o r  III.
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C l o s u r e  L e t t e r s

A R E C  c u r r e n t l y  h a s  a b o u t  240 c l o s e d  l i c e n s e  c o m p l a i n t s  w h i c h  a r e  
a w a i t i n g  c l o s u r e  l e t t e r s  t o  c o m p l a i n a n t s  a n d  r e s p o n d e n t s .  T h e s e  
c o m p l a i n t s  w e r e  c l o s e d  b y  t h e  C o m m i s s i o n  b e t w e e n  1 9 8 2  a n d  1 9 8 4 .  
G i v e n  t h a t  t h e  u s u a l  l i c e n s e  c o m p l a i n t  i n v o l v e s  t w o  b r o k e r s ,  t w o  
s a l e s p e r s o n s ,  a n d  a c o m p l a i n a n t ,  w e  e s t i m a t e  t h a t  a p p r o x i m a t e l y  
960 r e s p o n d e n t s  a n d  240 c o m p l a i n a n t s  h a v e  n o t  r e c e i v e d  c l o s u r e
l e t t e r s .

W e  b e l i e v e t h a t  A R E C  h a s t h e r e s p o n s i b i l i t y to p r o v i d e
c o m p l a i n a n t s a n d  r e s p o n d e n t s w i t h p r o m p t  n o t i c e s of c o m p l a i n t
c l o s u r e s . A R E C  c u r r e n t l y  h a s  a f o r m  l e t t e r  w h i c h  c o u l d  b e  
p r e p a r e d  i m m e d i a t e l y  f o l l o w i n g  c l o s u r e s .

F o r  t h e  240 c l o s e d  l i c e n s e  c o m p l a i n t s  c u r r e n t l y  a w a i t i n g  c l o s u r e  
l e t t e r s ,  A R E C  s h o u l d  c o n s i d e r  e m p l o y i n g  a s t u d e n t  i n t e r n  o r  
o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t h e  e s t i m a t e d  1 , 2 0 0  c l o s u r e  
l e t t e r s .  G i v e n  t h a t  s o m e  o f  t h e s e  c o m p l a i n t s  w e r e  f i l e d  y e a r s  
ago, t h e  m a i l i n g  a d d r e s s e s  o f  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i l l  
h a v e  to b e  'verified.

C O M P L A I N T  C L O S U R E

O u r  r e v i e w  f o u n d  t h a t  t h e  m a j o r i t y  o f  c o m o l a i n t s  c l o s e d  b y  A R E C  
a r e  c l o s e d  for the r e a s o n  of l i m i t e d  s t a f f  r e s o u r c e s ,  n o t  l a c k  
o f  s u b s t a n t i a l  e v i d e n c e . W e  r e v i e w e d  61 o f  a p p r o x i m a t e l y  2 4 0  
c l o s e d  c o m p l a i n t s  w h i c h  w e r e  in A R E C  f i l e s  a w a i t i n g  c l o s u r e
l e t t e r s .  A l m o s t  a l l  o f  t h e  c o m p l a i n t s  w e  r e v i e w e d  w e r e  v o t e d
c l o s e d  b y  t h e  C o m m i s s i o n  " w i t h o u t  p r e j u d i c e "  —  m e a n i n g  t h a t  t h e
c o m p l a i n t s ,  if i n v e s t i g a t e d ,  w o u l d  p r o b a b l y  p r o v e  t h a t  l i c e n s e  
v i o l a t i o n s  o c c u r r e d ,  b u t  t h e  v i o l a t i o n s  a r e  p r o b a b l y  n o t  s e v e r e  
e n o u g h  f o r  u s i n g  s t a f f  r e s o u r c e s  to i n v e s t i g a t e .  T h o u g h  t h e  A R E C  
a u d i t o r  t o l d  us t h a t  t h e s e  c o m p l a i n t s  c o u l d  b e  r e o p e n e d  f o r  
i n v e s t i g a t i o n  a t  a l a t e r  t i m e ,  w e  q u e s t i o n  t h e  c l o s i n g  o f  
c o m p l a i n t s  w h i c h  m a y  b e  s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e .  W e  
a l s o  q u e s t i o n  t h e  t i m e  a n d  m o n e y  s p e n t  t o  o f f i c i a l l y  c l o s e  
c o m p l a i n t s  w h i c h  m a y  b e  r e o p e n e d ;  i.e . ,  m a i l i n g  c o m p l a i n t  f i l e s  
t o / f r o m  c o m m i s s i o n e r s  f o r  r e v i e w  of s t a f f  r e c o m m e n d e d  c l o s u r e s 
a n d  v o t i n g  to o f f i c i a l l y  c l o s e  c o m p l a i n t s  a t  C o m m i s s i o n  
m e e t i n g s .

I f  A R E C  w o u l d  d i s c o n t i n u e  t h e  c l o s i n g  o f  c o m p l a i n t s  " w i t h o u t  
p r e j u d i c e , "  w e  e n v i s i o n  t h e  f o l l o w i n g  c o m p l a i n t  c l o s u r e  p r o c e s s :

1. A f t e r  r e c e i p t  o f  t h e  r e s p o n d e n t ' s  c o m p l e t e d  
i n t e r r o g a t o r y  ( w i t h i n  30 d a y s  o f  c o m p l a i n t  f i l i n g ) ,

A R E C  s t a f f  m a k e s  a d e t e r m i n a t i o n  b a s e d  o n  t h e  w e i g h t  
o f  t h e  e v i d e n c e  w h e t h e r  o r  n o t  t h e  c o m p l a i n t  w a r r a n t s  
f u r t h e r  i n v e s t i g a t i o n .
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2. If t h e  A R E C  s t a f f  d e t e r m i n e s  t h a t  t h e  c o m p l a i n t  d o e s  
n o t  w a r r a n t  f u r t h e r  i n v e s t i g a t i o n ,  t h e  s t a f f  
a d m i n i s t r a t i v e l y  c l o s e s  t h e  c o m p l a i n t  a n d  n o t i f i e s  t h e  
c o m p l a i n a n t  a n d  r e s p o n d e n t -  B y  r e g u l a t i o n ,  t h e
c o m p l a i n a n t  m a y  a p p l y  t o  t h e  C o m m i s s i o n ' s  c h a i r m a n  for 
a r e c o n s i d e r a t i o n  o f  t h e  s t a f f ' s  d e t e r m i n a t i o n  to 
c l o s e  t h e  c o m p l a i n t .  T h e  a p p l i c a t i o n  m u s t  b e  in 
w r i t i n g  a n d  f i l e d  w i t h i n  30 d a y s  a f t e r  r e c e i p t  of 
c l o s u r e  n o t i c e  u n l e s s  t h e  c h a i r m a n  g r a n t s  a n
e x t e n s i o n .  T h e  c h a i r m a n  w i l l  r e v i e w  t h e  e n t i r e  
c o m p l a i n t  f i l e  a n d  m a y  h e a r  o r a l  a r g u m e n t  f r o m  t h e  
p a r t i e s .  If t h e  c h a i r m a n  g r a n t s  t h e  c o m p l a i n a n t ' s  
a p p l i c a t i o n  for r e c o n s i d e r a t i o n ,  t h e  c h a i r m a n  w i l l  
r e m a n d  t h e  c o m p l a i n t  t o  s t a f f  t o r  f u r t h e r
i n v e s t i g a t i o n .

L I C E N S E  A C T I O N

If A R E C  p r o v e s  t h a t  a l i c e n s e e  h a s  v i o l a t e d  S t a t e  s t a t u t e s  o r  
r e g u l a t i o n s ,  t h e  l i c e n s e e ' s  r e a l  e s t a t e  l i c e n s e  c o u l d  b e  r e v o k e d  
o r  s u s p e n d e d  b y  t h e  C o m m i s s i o n .  H o w e v e r ,  w e  f o u n d  t h a t  a b r o k e r  
o r  a s s o c i a t e  b r o k e r  is s t i l l  " e n t i t l e d "  t o  a s a l e s p e r s o n  l i c e n s e  
e v e n  t h o u g h  A R E C  r e v o k e s  t h e  b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e . 
C u r r e n t  A R E C  s t a t u t e  0 8 . 3 8 . 1 7 1 ,  E n t i t l e m e n t  to L i c e n s e ,  h a s  n o  
p r o v i s i o n  f o r  b a r r i n g  a b r o k e r ' s  o r  a s s o c i a t e  b r o k e r ' s  
e n t i t l e m e n t  t o  a s a l e s p e r s o n  l i c e n s e  a f t e r  r e v o c a t i o n  o f  t h e  
b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e .

If A R E C  w o u l d  r e v i s e  i t s  l i c e n s e  e n t i t l e m e n t  s t a t u t e ,  w e  
e n v i s i o n  t h e  f o l l o w i n g  s t a t u t o r y  c h a n g e s :

1. C h a n g e  A S  0 8 . 8 8 . 1 7 1  f r o m  " E n t i t l e m e n t  to L i c e n s e "  to 
" E l i g i b i l i t y  f o r  L i c e n s e . "

2. I n c l u d e  in A S  0 8 . 8 8 . 1 7 1  a p r o v i s i o n  t h a t  l i c e n s e e s  
l o s e  t h e i r  e l i g i b i l i t y  f o r  a l l  l i c e n s e s  u p o n  l i c e n s e  
r e v o c a t i o n .  A l s o ,  i n c l u d e  a p r o v i s i o n  t h a t  l i c e n s e  
e l i g i b i l i t y  c a n  o n l y  b e  r e i n s t a t e d  b y  t h e  C o m m i s s i o n .

R E C O M M E N D A T I O N S

I n  t h e  a r e a  o f  l i c e n s e  c o m p l a i n t s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s .  T h e  p r o c e d u r e  s h o u l d  
i n c l u d e  a s e q u e n c e  o f  p r o c e s s i n g  s t a g e s  w i t h  i n t e r n a l  
t i m e  s t a n d a r d s .  T h e  p r o c e s s i n g  s t a g e s  s h o u l d  b e  
s u p p o r t e d  b y  s t a t u t e s  a n d  r e g u l a t i o n s .
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2. R e - e v a l u a t e  t h e  i n v e s t i g a t o r  p o s i t i o n .  W e  b e l i e v e  
t h a t  t h e  p o s i t i o n  r e q u i r e s  t h e  k n o w l e d g e  a n d  s k i l l s  o f  
a n  I n v e s t i g a t o r  III, n o t  a n  A c c o u n t a n t  III.

3. D i s c o n t i n u e  c l o s i n g  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e . "  
W e  b e l i e v e  A R E C  s h o u l d  e s t a b l i s h  a n  a d m i n i s t r a t i v e  
c l o s u r e  p r o c e s s  f o r  c o m p l a i n t s .

4. P r o v i d e  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i t h  c l o s u r e  
l e t t e r s  i m m e d i a t e l y  f o l l o w i n g  c o m p l a i n t  c l o s u r e s .  F o r  
t h e  a p p r o x i m a t e l y  240 c l o s e d  c o m p l a i n t s  c u r r e n t l y  
a w a i t i n g  c l o s u r e  l e t t e r s ,  A R E C  s h o u l d  e m p l o y  a s t u d e n t  
i n t e r n  o r  o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t h e  
e s t i m a t e d  1 , 2 0 0  l e t t e r s .

5. R e v i s e  its l i c e n s e  e n t i t l e m e n t  s t a t u t e  t o  r e a d  
" E l i g i b i l i t y  f o r  L i c e n s e "  a n d  i n c l u d e  a p r o v i s i o n  t h a t  
l i c e n s e e s  l o s e  t h e i r  e l i g i b i l i t y  f o r  a l l  l i c e n s e s  u p o n  
l i c e n s e  r e v o c a t i o n .



SURETY FUND CLAIMS

In 19 7 4  the R e a l  E s t a t e  S u r e t y  F u n d  w a s  e s t a b l i s h e d  to p r o v i d e  
m o n e t a r y  s e t t l e m e n t s  t o  v i c t i m s  of f r a u d ,  d e c e i t ,  
m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  o f  t r u s t  f u n d s  b y  l i c e n s e e s .  
F r o m  1974 to 1980, v i c t i m s  h a d  t o  r e c e i v e  c o u r t  j u d g m e n t s  
a g a i n s t  l i c e n s e e s  b e f o r e  c l a i m s  w e r e  p a i d .  H o w e v e r ,  i n  1981 
A R E C  w a s  g i v e n  t h e  r e s p o n s i b i l i t y  o f  a d j u d i c a t i n g  s u r e t y  f u n d  
c l a i m s .  O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  its o p e r a t i o n s  
in t h i s  a r e a  as d i s c u s s e d  b e l o w .

C L A I M  S T A T I S T I C S

A s  of S e p t e m b e r  14, 1984, A R E C  s h o w e d  t h e  f o l l o w i n g  s u r e t y  f u n d  
c l a i m  s t a t i s t i c s :

Y e a r
C l a i m s
F i l e d

T o t a l
C l a i m s
F i l e d

T o t a l
C l a i m s
P a i d

T o t a l
A m o u n t s
P a i d

1981
1982
1983 

1984 to d a t e

52
92

123101
3

18
14
6

$ 1 1 , 9 4 3  
$ 6 2 , 6 1 2  
$ 6 7 , 6 4 4  
$ 4 3 , 0 1 7

A  t o t a l  o f  197 o p e n  c l a i m s  w e r e  in b a c k l o g  status,

F U N D  B A L A N C E

T h e  R e a l  E s t a t e  S u r e t y  F u n d  is t o t a l l y  f u n d e d  b y  s u r e t y  f e e s  
a s s e s s e d  f r o m  l i c e n s e e s .  C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  t h e  
f u n d  m a y  n o t  e x c e e d  $ 5 0 0 , 0 0 0 .  T h e  f u n d ' s  c u r r e n t  b a l a n c e  is 
a b o u t  $ 6 5 0 , 0 0 0 .  W e  u n d e r s t a n d  t h a t  t h e  e x c e s s  $ 1 5 0 , 0 0 0  w i l l  b e  
t r a n s f e r r e d  to t h e  G e n e r a l  F u n d .

G i v e n  t h a t  t h e  f u n d  b a l a n c e  c u r r e n t l y  e x c e e d s  its s t a t u t o r y  
l i m i t ,  w e  q u e s t i o n  t h e  C o m m i s s i o n ' s  c o n t i n u e d  a s s e s s m e n t  of 
s u r e t y  f e e s . B y  c o n t i n u i n g  t o  a s s e s s  s u r e t y  f e e s ,  A R E C  is 
c o l l e c t i n g  m o n i e s  f r o m  l i c e n s e e s  f o r  t h e  G e n e r a l  F u n d ,  n o t  t h e  
S u r e t y  F u n d .  L i c e n s e e s  a c t u a l l y  p a y  t h e  G e n e r a l  F u n d  t w i c e  - 
o n c e  f r o m  t h e i r  l i c e n s e  f e e s  a n d  a n o t h e r  f r o m  t h e i r  s u r e t y  fee s .

A R E C  is a t t e m p t i n g  t o  r e s o l v e  t h i s  s i t u a t i o n  b y  i n t r c a u c i n g  
l e g i s l a t i o n  to r a i s e  t h e  f u n d  l i m i t  f r o m  $ 5 0 0 , 0 0 0  t o  $ 8 5 0 , 0 0 0 .  
H o w e v e r ,  w e  e s t i m a t e  t h a t  t h e  f u n d  b a l a n c e  w i l l  p r o b a b l y  e x c e e d  
t h e  $ 8 5 0 , 0 0 0  l i m i t  a f t e r  t h e  F e b r u a r y  1 9 8 6  r e n e w a l .  N e w  
l e g i s l a t i o n  w o u l d  h a v e  to b e  i n t r o d u c e d  t o  r a i s e  t h e  f u n d  l i m i t  
a g a i n .
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B a s e d  o n  t h e  N a t i o n a l  A s s o c i a t i o n  o f  R e a l t o r s  s u g g e s t e d  p a t t e r n  
for r e a l  e s t a t e  l i c e n s e  law, w e  e n v i s i o n  a s t a t u t e  p r o v i s i o n  f o r  
a m i n i m u m  f u n d  b a l a n c e  i n s t e a d  of t h e  c u r r e n t  m a x i m u m  f u n d  
b a l a n c e . A s  l o n g  as t h e  b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,
l i c e n s e e s  w o u l d  n o t  b e  a s s e s s e d  s u r e t y  fees. H o w e v e r ,  if t h e
b a l a n c e  b e c o m e s  l e s s  t h a n  t h e  m i n i m u m ,  l i c e n s e e s  w o u l d  b e
a s s e s s e d  s u r e t y  f e e s  d u r i n g  t h e  n e x t  l i c e n s e  r e n e w a l .

B y  e s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e ,  A R E C  a n d  l i c e n s e e s  c o u l d  
r e a l i z e  t h e  f o l l o w i n g  b e n e f i t s :

1. B a s e d  o n  t h e  d o l l a r  a m o u n t  o f  c l a i m s  p a i d  in p r i o r
y e a r s ,  A R E C  c o u l d  s e t  a m i n i m u m  f u n d  b a l a n c e  w h i c h  
w o u l d  n o t  r e q u i r e  c o n t i n u o u s  s t a t u t o r y  r e v i s i o n s  as is 
c u r r e n t l y  b e i n g  e x p e r i e n c e d  w i t h  t h e  m a x i m u m  f u n d  
b a l a n c e .

2. B y  n o t  h a v i n g  t o  a s s e s s  s u r e t y  f e e s  w h i l e  t h e  f u n d
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  A R E C  c o u l d  h a v e  
l e s s  a d m i n i s t r a t i v e  c o s t s .

3. B y  n o t  h a v i n g  t o  p a y  s u r e t y  f e e s  w h i l e  t h e  f u n d
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  b r o k e r s / a s s o c i a t e  
b r o k e r s  a n d  s a l e s p e r s o n s  c o u l d  s a v e  $ 1 2 5  a n d  $ 4 0  
r e s p e c t i v e l y  in r e n e w a l  f e e s .

H E A R I N G S

O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  c o m b i n e  l i c e n s e  a c t i o n  a n d
s u r e t y  f u n d  c l a i m  h e a r i n g s . C u r r e n t l y ,  A R E C  h o l d s  s e p a r a t e  
h e a r i n g s  for a d j u d i c a t i n g  l i c e n s e  a c t i o n s  a n d  s u r e t y  f u n d
c l a i m s .  H o w e v e r ,  g i v e n  t h a t  a s u r e t y  f u n d  c l a i m  c a n  o n l y  b e
a w a r d e d  if a l i c e n s e  v i o l a t i o n  o c c u r s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  
c h a n g e s :

1. O n e  A R E C  c o m p l a i n t  f o r m  f o r  c o m p l a i n a n t s  t o  r e p o r t
l i c e n s e  v i o l a t i o n s  a n d  a n y  m o n e t a r y  d a m a g e s  r e s u l t i n g  
f r o m  t h e  v i o l a t i o n s .  ( A R E C  c u r r e n t l y  h a s  s e p a r a t e  
f o r m s  f o r  l i c e n s e  c o m p l a i n t s  a n d  s u r e t y  f u n d  c l a i m s . )

2. S t a f f  i n v e s t i g a t i o n s  t o  d e t e r m i n e  if r e p o r t e d  l i c e n s e  
v i o l a t i o n s  a r e  s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e  a n d
t o  v e r i f y  a n y  m o n e t a r y  d a m a g e s .  (AREC c u r r e n t l y
i n v e s t i g a t e s  o n l y  r e p o r t e d  l i c e n s e  v i o l a t i o n s ;  s u r e t y
f u n d  c l a i m s  a r e  a u t o m a t i c a l l y  s c h e d u l e d  f o r  h e a r i n g
w i t h  n o  s t a f f  r e v i e w  o r  i n v e s t i g a t i o n . )

3. O n e  h e a r i n g  t o  d e t e r m i n e  l i c e n s e  a c t i o n s  to b e  t a k e n  
a g a i n s t  l i c e n s e e s  w h o  v i o l a t e  S t a t e  s t a t u t e s  o r  
r e g u l a t i o n s  a n d  t o  d e t e r m i n e  c o m p l a i n a n t s '  m o n e t a r y  
s e t t l e m e n t s  f r o m  t h e  S u r e t y  F u n d  (AREC c u r r e n t l y  h o l d s  
s e p a r a t e  h e a r i n g s . )
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H E A R I N G  O F F I C E R S

I n  N o v e m b e r  1 9 8 4  t w o  h a l f - t i m e  h e a r i n g  o f f i c e r s  j o i n e d  t h e  A R E C  
s t a f f  t o  a d j u d i c a t e  s u r e t y  f u n d  c l a i m s  a n d  l i c e n s e  a c t i o n s .  T h e  
A R E C  e x e c u t i v e  d i r e c t o r  e s t i m a t e s  t h a t  t h e  h e a r i n g  o f f i c e r s  w i l l  
c o m p l e t e  t h e  b a c k l o g  o f  s u r e t y  f u n d  c l a i m s  in e i g h t  to t e n  
m o n t h s .  G i v e n  t h i s  e s t i m a t e ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  
r e - e v a l u a t e  i t s  h e a r i n g  o f f i c e r  o o s i t - o n . A R E C  m a y  o n l y  n e e d  
o n e  h a l f - t i m e  h e a r i n g  o f f i c e r  i n  F Y  86. T h e  o t h e r  h a l f - t i m e  
h e a r i n g  o f f i c e r  m i g h t  be u t i l i z e d  as a h e a r i n g  a d v o c a t e  to 
a s s i s t  in A R E C  i n v e s t i g a t i o n s  a n d  h e a r i n g  p r e p a r a t i o n s .

F I L I N G  F E E

A s  o f  O c t o b e r  4, 1984, p e r s o n s  f i l i n g  s u r e t y  f u n d  c l a i m s  m u s t
p a y  a $ 2 5 0  f i l i n g  fee. W e  u n d e r s t a n d  t h a t  t h e  f i l i n g  f e e  w a s  
e s t a b l i s h e d  to d i s c o u r a g e  t h e  f i l i n g  o f  f r i v o l o u s  c l a i m s .  S i n c e  
A R E C  d o e s  n o t  i n v e s t i g a t e  s u r e t y  f u n d  c l a i m s ,  a l l  c l a i m s  
i n c l u d i n g  t h o s e  c o n s i d e r e d  f r i v o l o u s  m u s t  b e  a d j u d i c a t e d  b y  a 
h e a r i n g .

W e  b e l i e v e  t h a t  t h e  $ 2 5 0  f i l i n g  f e e  is e x c e s s i v e ,  if n o t  
u n n e c e s s a r y . A  $ 5 0  f i l i n g  fee, as c u r r e n t l y  c h a r g e d  b y  s m a l l  
c l a i m s  c o u r t ,  w o u l d  b e  m o r e  r e a s o n a b l e .  I n  a d d i t i o n ,  a f i l i n g  
fee w o u l d  n o t  b e  n e c e s s a r y  if s u r e t y  f u n d  c l a i m s  w e r e  i n c l u d e d  
w i t h  l i c e n s e  c o m p l a i n t s .  F r i v o l o u s  c l a i m s  w o u l d  b e  i d e n t i f i e d  
d u r i n g  s t a f f  i n v e s t i g a t i o n s  o f  l i c e n s e  c o m p l a i n t s .

C L A I M  R E C O V E R Y

A c c o r d i n g  to A R E C  s t a t u t e  0 8 . 8 8 . 4 9 0 ,  w h e n  t h e  C o m m i s s i o n  p a y s  a 
s u r e t y  f u n d  c l a i m ,  " t h e  C o m m i s s i o n  s h a l l  b e  s u b r o g a t e d  to a l l  o f  
t h e  r i g h t s  o f  t h e  c l a i m a n t  to t h e  a m o u n t  p a i d  a n d  t h e  c l a i m a n t
s h a l l  a s s i g n  a l l  o f  h i s  r i g h t ,  t i t l e ,  a n d  i n t e r e s t  i n  t h a t
p o r t i o n  o f  t h e  c l a i m  t o  t h e  C o m m i s s i o n . "  B a s e d  o n  t h i s  s t a t u t e  
p r o v i s i o n ,  A R E C  h a s  a t t e m p t e d  t o  r e c o v e r  p a i d  c l a i m s  a n d  h e a r i n g  
c o s t s  f r o m  t h e  l i c e n s e e s  w h o  c o m m i t t e d  t h e  l i c e n s e  v i o l a t i o n s .  
H o w e v e r , o u r  r e v i e w  f o u n d  t h a t  A R E C  r e c o v e r y  a t t e m p t s  h a v e  b e e n  
m i n i m a l . W e  f o u n d  t h a t  A R E C  h a s  s e n t  o n l y  o n e  n o t i c e ,  d a t e d  
J u l y  31, 198 4 ,  t o  t h e  l i c e n s e e s  r e q u e s t i n g  p a y m e n t .

A s  o f  S e p t e m b e r  14, 1984, A R E C  s h o w e d  t h e  f o l l o w i n g  c l a i m
r e c o v e r y  s t a t i s t i c s :

N u m b e r  
o f

L i c e n s e e s

33

-19-

-49-

T o t a l  A m o u n t  
o f  C l a i m s  P a i d  a n d  

H e a r i n g  C o s t s  I n c u r r e d

T o t a l  
A m o u n t  R e c o v e r e d  
F r o m  L i c e n s e e s

$200,680 $33,597



C L A I M  W A R R A N T S

D u r i n g  o u r  r e v i e w ,  w e  f o u n d  t w o  $ 1 0 , 0 0 0  w a r r a n t s  w h i c h  s h o u l d  
h a v e  b e e n  r e t u r n e d  to t h e  S t a t e  t r e a s u r y . B o t h  w a r r a n t s  w e r e  
i s s u e d  as s u r e t y  f u n d  c l a i m  p a y m e n t s ,  b u t  t h e  w a r r a n t s  w e r e  
n e v e r  f o r w a r d e d  t o  t h e  c l a i m a n t s .  O n e  w a r r a n t ,  i s s u e d  D e c e m b e r  
1981, w a s  b e i n g  h e l d  p e n d i n g  t h e  o u t c o m e  of a n  a p p e a l  m a d e  b y  
t h e  r e s p o n d e n t .  H o w e v e r ,  t h e  w a r r a n t  is n o  l o n g e r  r e d e e m a b l e  
b e c a u s e  o f  its age. T h e  o t h e r  w a r r a n t ,  i s s u e d  M a r c h  1984, w a s  
n o t  f o r w a r d e d  t o  t h e  c l a i m a n t  d u e  to a M a y  1 9 8 4  c o u r t  
i n t e r p r e t a t i o n  w h i c h  d i s a l l o w e d  p a y m e n t  of t h e  c l a i m .

R E C O M M E N D A T I O N S

In t h e  a r e a  o f  s u r e t y  f u n d  c l a i m s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a m i n i m u m  f u n d  b a l a n c e  f o r  t h e  R e a l  E s t a t e  
S u r e t y  F u n d .  S u r e t y  f e e s  w o u l d  o n l y  be a s s e s s e d  if 
t h e  f u n d  b a l a n c e  b e c o m e s  l e s s  t h a n  t h e  m i n i m u m .

2. C o m b i n e  l i c e n s e  a c t i o n  a n d  s u r e t y  f u n d  c l a i m  h e a r i n g s .  
A R E C  s h o u l d  a l s o  c o n s i d e r  i n c l u d i n g  s u r e t y  f u n d  c l a i m s  
w i t h  l i c e n s e  c o m p l a i n t s .

3. R e d u c e  t h e  $ 2 5 0  f i l i n g  f e e  t o  a m o r e  r e a s o n a b l e  
a m o u n t ,  s u c h  as $50. H o w e v e r ,  if A R E C  i n c l u d e s  s u r e t y  
f u n d  c l a i m s  w i t h  l i c e n s e  c o m p l a i n t s ,  the f i l i n g  f e e  
s h o u l d  b e  disc o n t i i  ued.

4. R e - e v a l u a t e  t h e  s t a f f  h e a r i n g  o f f i c e r  p o s i t i o n .  G i v e n  
t h e  e x e c u t i v e  d i r e c t o r ' s  e s t i m a t e  o f  f u t u r e  w o r k l o a d ,  
A R E C  m a y  o n l y  n e e d  o n e  h a l f - t i m e  h e a r i n g  o f f i c e r  in 
F Y  86.

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

6. R e t u r n  t h e  t w o  $ 1 0 , 0 0 0  w a r r a n t s  f o u n d  in C o m m i s s i o n  
f i l e s  to t h e  S t a t e  t r e a s u r y .
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OFFICE AUTOMATION

O f f i c e  a u t o m a t i o n  is e s s e n t i a l  f o r  A R E C  to o p e r a t e  an e f f e c t i v e  
a n d  e f f i c i e n t  r e g u l a t o r y  a g e n c y .  O u r  r e v i e w  f o u n d  t h a t  A R E C  
c o u l d  i m p r o v e  its c u r r e n t  a u t o m a t i o n  as d i s c u s s e d  b e l o w .

C U R R E N T  A U T O M A T I O N

O u r  r e v i e w  f o u n d  t h a t  A R E C  n e e d s  t o  i m p r o v e  its c u r r e n t  o f f i c e  
a u t o m a t i o n . A R E C  c u r r e n t l y  u t i l i z e s  "a W a n g  w o r d  p r o c e s s i n g  
s y s t e m .  W e  f o u n d  t h a t  t h i s  s y s t e m  is b e i n g  u t i l i z e d  far b e y o n d  
its i n t e n d e d  c a p a b i l i t i e s  a n d  is s u p p l y i n g  o n l y  a f r a c t i o n  o f  
t h e  a u t o m a t e d  s u p p o r t  n e e d e d  b y  A R E C .

In o u r  o p i n i o n ,  A R E C  c o u l d  u s e  a c o m p u t e r  s y s t e m ,  n o t  j u s t  t h e  
w o r d  p r o c e s s i n g  s y s t e m ,  t o  s u p p o r t  t h e  f o l l o w i n g  a r e a s :

1. L i c e n s i n g  - F o r  e a c h  l i c e n s e e ,  A R E C  n e e d s  c o m p u t e r  
s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  p r o v i d e  a c c e s s  to 
c u r r e n t  a n d  h i s t o r i c a l  d a t a  i n c l u d i n g :

a . p e r s o n a l  d a t a
b . l i c e n s i n g  e x a m i n a t i o n  r e s u l t s
c . i n i t i a l l i c e n s e  d a t e  a n d  n u m b e r
d. c u r r e n t l i c e n s e  s t a t u s
e . h i s t o r y a n d  d a t e s  o f  s t a t u s  c h a n g e s
f . c u r r e n t e m p l o y e rg. employe:r h i s t o r y  a n d  d a t e s
h. c u r r e n t l i c e n s e  c o m p l a i n t  o r  s u r e t y  c l a i m
i . h i s t o r y o f  d i s c i p l i n a r y  a c t i o n s

j • r e n e w a l a n d  e x p i r a t i o n  d a t e s

O f f i c e  R e g i s t r a t i o n  - F o r  e a c h  r e a l  e s t a t e  o f f i c e ,  
A R E C  n e e d s  c o m p u t e r  s u p p o r t  w h i c h  v/ill c a p t u r e  a n d  
p r o v i d e  a c c e s s  to c u r r e n t  a n d  h i s t o r i c a l  d a t a  
i n c l u d i n g :

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

c o r p o r a t i o n  o f f i c e r s

e. c u r r e n t  b r o k e r  in c h a r g e / l i c e n s e  n u m b e r
f. h i s t o r y  o f  b r o k e r s  in c h a r g e  w i t h  d a t e s  o f

e m p l o y m e n t  a n d  d a t e s  o f  t e r m i n a t i o n
g. t r u s t  a c c o u n t  n a m e / n u m b e r / b a n k
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3. L i c e n s e  C o m p l a i n t s  a n d  S u r e t y  F u n d  C l a i m s  - F o r  e a c h
l i c e n s e  c o m p l a i n t  a n d  s u r e t y  f u n d  c l a i m ,  A R E C  n e e d s
c o m p u t e r  s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  p r o v i d e  a c c e s s
to c u r r e n t  a n d  h i s t o r i c a l  d a t a  i n c l u d i n g :

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

If A R E C  w o u l d  i m p r o v e  i t s  c u r r e n t  a u t o m a t i o n ,  w e  e n v i s i o n  a 
s e p a r a t e  f i e l d  ( s c r e e n  of i n f o r m a t i o n )  f o r  e a c h  l i c e n s e e .  E a c h  
f i e l d  w o u l d  b e  a c c e s s e d  b y  t h e  l i c e n s e e ' s  l i c e n s e  n u m b e r . In 
a d d i t i o n ,  e a c h  f i e l d  w o u l d  p r o v i d e  o t h e r  r e f e r e n c e  n u m b e r s  s u c h  
as t h e  l i c e n s e  n u m b e r  o f  t h e  l i c e n s e e ' s  e m p l o y i n g  b r o k e r ,  t h e  
i d e n t i f i c a t i o n  n u m b e r  o f  t h e  l i c e n s e e ' s  r e a l  e s t a t e  o f f i c e ,  a n d  
f i l e  n u m b e r s  o f  a n y  l i c e n s e  c o m p l a i n t s  o r  s u r e t y  f u n d  c l a i m s .

B y  i n c l u d i n g  l i c e n s e  n u m b e r s  a n d  o t h e r  r e f e r e n c e  n u m b e r s ,  a 
c o m p u t e r  c o u l d  m a n i p u l a t e  i n f o r m a t i o n  t o  p r o d u c e  l i c e n s e e  
r o s t e r s  b y  r e a l  e s t a t e  o f f i c e  o r  l i c e n s e  t y p e  (b r o k e r ,  a s s o c i a t e  
b r o k e r ,  o r  s a l e s p e r s o n ) . T o  p r o d u c e  t h e s e  r o s t e r s  on t h e  
c u r r e n t  w o r d  p r o c e s s i n g  s y s t e m ,  t h e  A R E C  l i c e n s e  e x a m i n e r  m u s t  
s o r t  i n f o r m a t i o n  in 23 s e p a r a t e  s y s t e m  d o c u m e n t s .  A  r e c e n t  
r o s t e r  of b r o k e r s  t o o k  l h  d a y s  t o  c o m p i l e .

I M P R O V E D  A U T O M A T I O N

T h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  is t a k i n g  
s t e p s  to i m p r o v e  t h e  C o m m i s s i o n ' s  o f f i c e  a u t o m a t i o n .  T h e  
d e p a r t m e n t ' s  c o m p u t e r  s y s t e m s  s p e c i a l i s t  is c u r r e n t l y  r e v i e w i n g  
t w o  a l t e r n a t i v e  s y s t e m s .  T h e s e  s y s t e m s  i n c l u d e :

1. W a n g  O f f i c e  I n f o r m a t i o n  S y s t e m  (OIS) 1 4 0 . T h i s  s y s t e m  
is p r i m a r i l y  a h i g h - p o w e r e d  w o r d  p r o c e s s o r  w i t h  
l i m i t e d  d a t a  p r o c e s s i n g  c a p a b i l i t i e s .

2. W a n g  V S  S y s t e m  8 0 . T h i s  s y s t e m  is a c o m p u t e r  w i t h
h i g h - v o l u m e ,  i n t e r a c t i v e  c o m p u t i n g  c a p a b i l i t i e s .  T h i s  
s y s t e m  is c u r r e n t l y  b e i n g  u t i l i z e d  b y  t h e  S t a t e ' s
D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g  in J u n e a u .

G i v e n  t h e  i n f o r m a t i o n  p r o c e s s i n g  n e e d s  o f  A R E C ,  w e  b e l i e v e  A R E C
n e e d s  a c o m p u t e r  s y s t e m  s u c h  as t h e  W a n g  V S  S y s t e m  80, n o t
a n o t h e r  w o r d  p r o c e s s o r .  A c c o r d i n g  t o  t h e  d e p a r t m e n t ' s  c o m p u t e r  
s y s t e m s  s p e c i a l i s t ,  t h e  d e p a r t m e n t  h a s  i d e n t i f i e d  a r e f u r b i s h e d  
V S  s y s t e m  80 w h i c h  is a v a i l a b l e  f o r  p u r c h a s e .  If p u r c h a s e d ,
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t h i s  c o m p u t e r  s y s t e m  c o u l d  b e  u t i l i z e d  b y  A R E C  a n d  o t h e r  
d e p a r t m e n t  o p e r a t i o n s  in A n c h o r a g e .

W e  b e l i e v e  t h e  d e p a r t m e n t ' s  c o m p u t e r  s y s t e m s  s p e c i a l i s t  s h o u l d  
a l s o  c o n s i d e r  r e p l a c i n g  t h e  C o m m i s s i o n ' s  p r i n t e r .  W e  f o u n d  t h e  
c u r r e n t  d a i s y - w h e e l  p r i n t e r  t o  b e  q u i t e  s l o w  in p r i n t i n g  
l i c e n s e s  a n d  l i c e n s e e  r o s t e r s .  F o r  e x a m p l e ,  a r e c e n t  r o s t e r  of 
b r o k e r s  ( a p p r o x i m a t e l y  750 n a m e s  a n d  a d d r e s s e s )  t o o k  a l m o s t  f o u r  
h o u r s  to o r i n t .

R E C O M M E N D A T I O N S

In t h e  a r e a  o f  o f f i c e  a u t o m a t i o n ,  w e  r e c o m m e n d  t h a t  A R E C :

1. R e p l a c e  t h e  c u r r e n t  w o r d  p r o c e s s i n g  s y s t e m .  O f  t h e  
t w o  a l t e r n a t i v e  s y s t e m s  b e i n g  c o n s i d e r e d  f o r  A R E C  
(Wang O I S  140 a n d  W a n g  V S  S y s t e m  p 0) , t h e  V S  s y s t e m  
is a s s u m e d  to a d e q u a t e l y  s u p p o r t  t h e  C o m m i s s i o n ' s  
i n f o r m a t i o n  p r o c e s s i n g  n e e d s ;  a f o r m a l  n e e d s  
a s s e s s m e n t  w o u l d  c o n f i r m  i t s  d e s i r a b i l i t y .

2. C o n s i d e r  r e p l a c i n g  t h e  c u r r e n t  d a i s y - w h e e l  p r i n t e r .  
W e  b e l i e v e  t h a t  A R E C  o p e r a t i o n s  w o u l d  b e n e f i t  b y  
h a v i n g  a h i g h e r  s p e e d  p r i n t e r .
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INTERNAL MANAGEMENT CONTROL

T o  i n c r e a s e  o p e r a t i o n a l  e f f i c i e n c y  a n d  e f f e c t i v e n e s s ,  t h e  
C o m m i s s i o n  n e e d s  to i m p r o v e  its i n t e r n a l  m a n a g e m e n t  c o n t r o l .  
S p e c i f i c a l l y ,  w e  f o u n d  t h a t  t h e  C o m m i s s i o n  n e e d s  to e s t a b l i s h  
t w o  e s s e n t i a l  e l e m e n t s  o f  i n t e r n a l  m a n a g e m e n t  c o n t r o l  as 
d i s c u s s e d  b e l o w .

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

O u r  r e v i e w  f o u n d  t h a t  t h e  C o m m i s s i o n  h a s  n o t  e s t a b l i s h e d  
s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  p r o c e d u r e s  to g i v e  d i r e c t i o n  to 
s t a f f  d e c i s i o n s ,  a n d  t o  s e t  b o u n d s  withir. w h i c h  s u c h  d e c i s i o n s  

a n d  r e s u l t i n g  a c t i o n s  a r e  a c c e p t a b l e  to t h e  C o m m i s s i o n . 
A c c o r d i n g  to the A R E C  e x e c u t i v e  d i r e c t o r ,  s t a f f  c u r r e n t l y  
r e c e i v e  v e r b a l  d i r e c t i o n s  f r o m  i n d i v i d u a l  c o m m i s s i o n e r s .

If t h e  C o m m i s s i o n  w o u l d  e s t a b l i s h  s t a n d a r d  p o l i c i e s  a n d
o p e r a t i n g  p r o c e d u r e s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  a d v a n t a g e s  f o r  
A R E C :

1. S t a f f  e f f o r t  c o u l d  b e  e c o n o m i z e d . It w o u l d  be
u n n e c e s s a r y  for t h e  s t a f f  t o  r e d e c i d e  t h e  s a m e  i s s u e s .

2. D e l e g a t i o n  o f  a u t h o r i t y  c o u l d  be f a c i l i t a t e d . S t a f f  
w o u l d  be e x p e c t e d  to p r o c e e d  w i t h  a c t i o n s  so l o n g  as 
t h e  s i t u a t i o n s  a r e  c o v e r e d  b y  t h e  p o l i c i e s  a n d
p r o c e d u r e s .

3. C o n t r o l  c o u l d  be m a d e  e a s i e r . P o l i c i e s  a n d  p r o c e d u r e s  
w o u l d  l e a d  to u n i f o r m i t y  o f  s t a f f  a c t i o n s .

D E L E G A T E D  A U T H O R I T Y

O u r  r e v i e w  a l s o  f o u n d  t h a t  t h e  C o m m i s s i o n  h a s  n o t  d e l e g a t e d  
a u t h o r i t y  to g i v e  i t s  s t a f f  t h e  r i g h t  to d e c i d e  a n d  t h e  p o w e r  to 
c a r r y  o u t  d e c i s i o n s  w i t h i n  t h e  s t a f f ' s  r e s p o n s i b i l i t i e s . D u r i n g  
o u r  r e v i e w ,  w e  w i t n e s s e d  s t a f f  f r u s t r a t i o n  as a r e s u l t  o f  n o t  
b e i n g  g i v e n  t h e  a u t h o r i t y  t o  c a r r y  o u t  r e s p o n s i b i l i t i e s .

If t h e  C o m m i s s i o n  w o u l d  f o r m a l l y  d e l e g a t e  a u t h o r i t y  t o  its 
s t a f f ,  w e  b e l i e v e  t h a t  t h e  d e l e g a t i o n  s h o u l d  b e  s p e l l e d  o u t  in 
w r i t i n g .
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In t h e  a r e a  o f  i n t e r n a l  m a n a g e m e n t  c o n t r o l ,  w e  r e c o m m e n d  t h a t  
A R E C :

1. E s t a b l i s h  s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  p r o c e d u r e s .

2. D e l e g a t e  a u t h o r i t y  in w r i t i n g  to i -.s s t a f f .

RECOMMENDATIONS
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OTHER ISSUES

Duri'.j o u r  r e v i e w ,  w e  i d e n t i f i e d  o t h e r  i s s u e s  w h i c h  s h o u l d  be 
a d d r e s s e d  b y  A R E C .  T h e s e  i s s u e s  a n d  o u r  r e c o m m e n d a t i o n s  a r e  
p r o v i d e d  b e l o w .

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

T h e  C o m m i s s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  i n c l u d e  
u n s u b s t a n t i a t e d  a l l e g a t i o n s  o f  p r o f e s s i o n a l  m i s c o n d u c t .  A  
r e c e n t  A t t o r n e y  G e n e r a l  o p i n i o n  f o r  A R E C  s t a t e s  t h a t  i n f o r m a t i o n  
in t h e  C o m m i s s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  m a y  n o t  b e  w i t h h e l d  
f r o m  p u b l i c  i n s p e c t i o n .  H o w e v e r ,  a p r i o r  A t t o r n e y  G e n e r a l  
o p i n i o n  f o r  t h e  S t a t e ' s  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  
s t a t e s  t h a t  t h e  d i v i s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  m a y  b e  
w i t h h e l d  f r o m  p u b l i c  i n s p e c t i o n .  S i n c e  A R E C  a n d  t h e  D i v i s i o n  of 
O c c u p a t i o n a l  L i c e n s i n g  h a v e  s i m i l a r  i n f o r m a t i o n  in t h e i r  
i n v e s t i g a t i v e  f i l e s ,  w e  q u e s t i o n  t h e  d i f f e r e n t  A t t o r n e y  G e n e r a l  
o p i n i o n s . In o u r  o p i n i o n ,  t h e  s u b j e c t s  o f  u n s u b s t a n t i a t e d  
a l l e g a t i o n s  h a v e  a c o n s t i t u t i o n a l  r i g h t  n o t  t o  h a v e  t h e  
i n f o r m a t i o n  m a d e  p u b l i c  u n t i l  t h e  A R E C  i n v e s t i g a t i o n  is 
c o m p l e t e d  a n d  t h e  r e l e v a n t  f a c t s  a r e  p r e s e n t e d  a t  a p u b l i c  
h e a r i n g .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  A R E C  r e q u e s t  an e x p l a n a t i o n  f r o m  t h e  A t t o r n e y  
G e n e r a l  c o n c e r n i n g  t h e  d i f f e r e n t  o p i n i o n s  g i v e n  t o  A R E C  a n d  t h e  
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g .  T o  e n s u r e  t h e  
c o n f i d e n t i a l i t y  o f  o p e n  i n v e s t i g a t i v e  f i l e s ,  w e  r e c o m m e n d  t h a t  
A R E C  s t a t u t e s  i n c l u d e  a p r o v i s i o n  t h a t  a l l  r e c o r d s  o f  
i n v e s t i g a t i o n  a n d  i n f o r m a t i o n  o b t a i n e d  b y  t h e  C o m m i s s i o n  d u r i n g  
a n  i n v e s t i g a t i o n  a r e  c o n f i d e n t i a l  a n d  m a y  n o t  be m a d e  a v a i l a b l e  
b y  t h e  C o m m i s s i o n  f o r  p u b l i c  i n s p e c t i o n .

T R U S T  A C C O U N T  A U D I T S

T h e  A R E C  e x e c u t i v e  d i r e c t o r  e s t i m a t e s  t h a t  o v e r  f i f t y  p e r c e n t  o f  
t h e  c o m p l a i n t s  f i l e d  w i t h  t h e  C o m m i s s i o n  i n v o l v e  i m p r o p e r  t r u s t  
a c c o u n t  m a n a g e m e n t .  G i v e n  t h i s  e s t i m a t e ,  w e  q u e s t i o n  t h e  l a c k  
o f  t r u s t  a c c o u n t  a u d i t s  c u r r e n t l y  b e i n g  c o n d u c t e d  b y  A R E C . A s  
p r e v i o u s l y  m e n t i o n e d ,  t h e  A R E C  a u d i t o r  h a s  c o n d u c t e d  o n l y  t h r e e  
a u d i t s  o f  b r o k e r  t r u s t  a c c o u n t s  in t h e  l a s t  t h r e e  y e a r s .  E a c h  
o f  t h e s e  a u d i t s  w a s  c o n d u c t e d  as p a r t  of a c o m p l a i n t  
i n v e s t i g a t i o n .

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

a c c o u n t  a u d i t s  o n  a f u l l - t i m e  b a s i s .  W e  e n v i s i o n  t h e s e  a u d i t s  
b e i n g  c o n d u c t e d  as a s e r v i c e  t o  b r o k e r s .  A n y  a c c o u n t i n g  o r
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p r o c e d u r a l  d e f i c i e n c i e s  f o u n d  a n d  c o r r e c t i v e  a c t i o n s  n e e d e d  
w o u l d  b e  d i s c u s s e d  w i t h  b r o k e r s  d u r i n g  e x i t  c o n f e r e n c e s .

R e c o m m e n d a t i o n

If s t a f f  r e s o u r c e s  w o u l d  b e  a v a i l a b l e ,  w e  r e c o m m e n d  t h a t  A R E C  
c o n d u c t  t r u s t  a c c o u n t  a u d i t s  t o  i d e n t i f y  a n d  r e s o l v e  p r o b l e m s  
b e f o r e  t h e  p r o b l e m s  c a u s e  c o m p l a i n t s  to b e  f i l e d  w i t h  t h e  

C o m m i s s i o n .

O P E R A T I O N S  M A N U A L  F O R  C O M M I S S I O N E R S

A R E C  c o m m i s s i o n e r s  d o  n o t  h a v e  a n  o p e r a t i o n s  m a n u a l  w h i c h  c o u l d  
i n c l u d e :

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

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

a p p r o p r i a t e .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  A R E C  d e v e l o p  a n  o p e r a t i o n s  m a n u a l .  T h i s  
m a n u a l  w o u l d  p r o v i d e  e x c e l l e n t  o r i e n t a t i o n  m a t e r i a l  f o r  n e w  
c o m m i s s i o n e r s .

A R E C / A L A S K A  A S S O C I A T I O N  O F  R E A L T O R S

W e  f o u n d  t h a t  b o t h  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  a n d  t h e  
A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  (AAR) s h a r e  t h e  c o m m o n  g o a l  o f  
h a v i n g  e f f e c t i v e  a n d  e f f i c i e n t  r e g u l a t i o n  o f  t h e  S t a t e ' s  r e a l  
e s t a t e  p r o f e s s i o n .  B a s e d  o n  t h i s  c o m m o n  g o a l ,  w e  b e l i e v e  t h a t  
j o i n t  A R E C / A A R  c o m m i t t e e s  c o u l d  b e  u t i l i z e d  to s t u d y  c o m m o n  
c o n c e r n s  s u c h  as c o n t i n u i n g  e d u c a t i o n  f o r  l i c e n s e e s  a n d  s t a t u t e /  

r e g u l a t i o n  r e v i s i o n s .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  a n d  the. 
A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  f o r m  j o i n t  c o m m i t t e e s  t o  s t u d y  

c o m m o n  c o n c e r n s .
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( I n t e n t i o n a l l y  l e f t  b l a n k )
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DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

POUCHD
JUNEAU, ALASKA 99811 
PHONE: 465-2500

O F F I C E  O F  T H E  C O M M IS S IO N E R

December 30, 1985

DEC 3 1 1935

Mr. Gerald L. Wilkerson 
Legislative Auditor 
Division of Legislative Audit 
P.O. Box W 
Juneau, AK 99811

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on your preliminary 
audit report on the Alaska Real Estate Commission.

Enclosed is the response from the Alaska Real Estate Commission 
on "A Performance Report on the Department of Commerce and 
Economic Development, Alaska Real Estate Commission,
September 19, 1985."

Sincerely

Loren H. LounsBtiry 
Commissioner

LHL/wfs3357W
122785a
Enclosure

08-H2LH
-59-



S T A T E  OF A L A S K A

M E M O R A N D U M  { ir^'VO; A T ? W "...t— ! , .  . .
flnnp

To: L o r e n  L o u n s b u r y  DATE: D e c e m b e r  20, 1985

C o m m i s s i o n e r

Dept, of C o m m e r c e  & E c o n o m i c  Dev.

From: J a m e s  L. M a g o w a n

E x e c u t i v e  D i r e c t o r  

A l a s k a  Real E s t a t e  C o m m i s s i o n

, f 
\ /

Re: A n s w e r  to P r e l i m i n a r y  R e p o r t  of the D i v i s i o n  of L e g i s l a t i v e  A u d i t

The real est a t e  c o m m i s s i o n  has r e v i e w e d  the p r e l i m i n a r y  rep o r t  of the 

D i v i s i o n  of L e g i s l a t i v e  A u d i t  an d  subm i t s  the f o l l o w i n g  response:

R e c o m m e n d a t i o n  No. 1

Th e  c o m m i s s i o n  concurs wit h  this r e c o m m e n d a t i o n  and has i m p l e m e n t e d  

p r o c e du r e s  that c om p l y  w i t h  the r e c o m m e n d a t i o n s  set o ut  in the report. 

P r o c e d u r e s  i m p l e m e n t i n g  e a c h  of the five points s p e c i f i c a l l y  m e n t i o n e d  h a v e

b e e n  adopted. T h e  p r o c e d u r e s  n o w  in p l a c e  are a t t a c h e d  ( A t t a c h m e n t  # 1).

R e c o m m e n d a t i o n  No. 2

T h e  c o m m i s s i o n  c o n c u r s  w i t h  this r e c o m m e n d a t i o n .  T h e  c o m m i s s i o n  has r e f e r r e d  

several m a j o r  cl a im s  to the a t t o r n e y  g e n e r a l  for collection. T h e  c o m m i s s i o n  

is a lso s u b m i t t i n g  an a p p l i c a t i o n  for m e m b e r s h i p  in the A n c h o r a g e  C r e d i t  

B u r e a u  so that it can be a so u r c e  o f  c r e d i t  i n f o r m a t i o n  about licensees w h o  

ha v e  s u s p e n d e d  l i censes d u e  to n o n  r e p a y m e n t  o f  the fund. Th e  c o m m i s s i o n  is 

also s u p p o r t i n g  an incre a s e  in the small claims limit to $5000.

The a u t h o r i t y  to susp en d  licenses until the fund is repaid, w i t h o u t  an

ad d i t i o n a l  h e a r i n g  became e f f e c t i v e  O c t o b e r  2, 1984. C o u n s el  a d v i s e d  that

this a u t h o r i t y  a p p l i e d  to claims filed since that time. C o m m i s s i o n  po l ic y  

and p r a c t i c e  is to s u s p e n d  the l i c e n s e  of any l i c e n s e e a g a i n s t  w h o m  an award

is g r a n t e d  u n t i l  the fund is re p a i d  or s a t i s f a c t o r y  a r r a n g e m e n t s  for

r e p a y m e n t  are made. The c o m m i s s i o n  was a d v i s e d  that even w i t h  the s t a t u t o r y  

a u t h o r i t y  to s u s p e n d  a lice ns e  w h e n  the fund is not r e p a i d  it is n e c e s s a r y  to 

ad v is e  the licensee, p rior to the h e a r i n g ,  that this ma y  occur. L i c e n s e e s  

are n o w  so n o t i f i e d  an d  the o rder to s u s p e n d  the license is c o n t a i n e d  in the 

final d e cision, a g a i n  up o n  ad v i c e  of coun s e l  or h e a r i n g  e x a m i n e r  as to the 

r e q u i r e m e n t s  for " due Process".

E f f e c t i v e  r e c o v e r y  of most claims, p a r t i c u l a r l y  large ones requires that the 

c o m m i s s i o n  e x e c u t e  agai n st  p r o p e r t y  or as s e t s of the parties. This r e q u i r e s

that the c o m m i s s i o n  have  court j u d ge m e n t s .  Th e  c o m m i s s i on  feels that
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- , ,  , lonal a s s i s t e n c e  and time

f rom the AG. T h e  c o m m i s s i o n  is also s e e k i n g  s t a t u t o r y  a u t h o r i t y  to exec u t e  

on orders of paym e n t  out of the s u r e t y  fund as though they w e r e  judgements, 

w i t h o u t  furt h e r  e x t e n d e d  c o u r t  p r o c e e d i n g s  once an a ward has be e n  s u s t a i n e d  

on a p p e a l  or the time for a p p e a l  has tolled w i t h o u t  a p p e a l  b e i n g  filed.

P r i o r  to the " s u s p e n s i o n "  c l a u s e  b e i n g  a d d e d  to the s t a t u te  the c o m m i s s i o n  

a t t e m p t e d  c o l l e c t i o n  in 1983. It sent letters to all licensees a d v i s i n g  of 

the p o s s i b i l i t y  of c ourt a c t i o n  if the fund were  not r e i m b u r se d .  This 

a t t e m p t  was l a r ge l y  i n e f f e c t i v e  due to the c o m m i s s i o n ' s  i n a b i l i t y  to a c t i v e l y  

pu r s u e  the cl a i ms  in court.

R e c o m m e n d a t i o n  No. 3

T h e  c o m m i s s i o n  concurs w i t h  this r e c o m m e n da t i o n .  The c o m m i s s i o n  has 

r e q u e s t e d  that an a t t o r n e y  be a s s i g n e d  to ass i s t  w i t h  this on n u m e r o us

o c c a s io n s  d u r i n g  the past n i n e  years. D u r i n g  1985 the c o m m i s s i o n  formed a 

P r o j e c t  A c t i o n  C o m m i t t e e  one o f  the tasks of the c o m m i t t e e  was the 

p r e p a r a t i o n  of r e c o m m e n d a t i o n s  for s t a t u t o r y  a m m e n d m e n t s  that the c o m m i s s i o n  

could s-.omit for c o n s i d e r a t i o n  d u r i n g  its Sunse t "  review. T h e  c o m m i s s i o n  is 

s u b m i t t i n g  the r e su l t s  of this c o m m i t t e e ' s  w o r k  for c o n s i d e r a t i o n  by the

legislature. T h e  issues s p e c i f i e d  in the L B A  re p o r t  as w e l l  as nu m e r o u s  

others are a d dressed.

T h e  c o m m i s s i o n  concurs w i t h  the s p e c i f i c  changes r e c o m m e n d e d  in points 1

t h r o u gh  5 in the r e c o m m e n d a t i o n .

T h e  c o m m i s s i o n  is u s i n g  a n e w  r e n e w a l  s y s t e m  for 1986-87 b i ennium. Be f o r e  

c h a n g i n g  the dates for r e n ew a l  the c o m m i s s i o n  is g o in g  to e v a l u a t e  the 

e f f i c i e n c y  of theis s y s t e m  as wel l  as its c ost e f f ec t i v e n e s s .  Recent

c o m p u t e r  t e c h n o l o g y  m a y  m a k e  the c u r r e n t  b i e n n i u m  c l e r i c a l l y  m a n a g e a b l e  and 

less c o s t l y  than g o i ng  to a M o n t h l y  or B i r t h d a t e  r e n ewal. T h e  c o m m i s s i o n  is 

not lo c k e d  into one s y s t e m  over a n o t h e r  but does n o t  w i s h  to int r o d u c e a n e w  

s y s t e m  u ntil it is sur e  that it w i l l  n o t  b e  i n t r o d u c i n g  a d d i t i o n a l  costs at 

the sam e  time.

R e c o m m e n d a t i o n  No. 4

T h e  c o m m i s s i o n  concurs. An a d d i t i o n a l  c l e r i c a l  p o si t i o n  is d e s p e r a t e l y  

n e e d e d  at this time.

R e c o m m e n d a t i o n  No. 5

T h e  c o m m i s s i o n  conc u r s  and a time a c c o u n t i n g  s y s t e m  is n o w  in effect.

A n a l y s i s  of Pub l i c  N eed

T h e  c o m m i s s i o n  g e n e r a l l y  c o n c u r r e d  w i t h  the findings of this section. The 

c o m m i s s i o n  h o w e v e r  n o t e s  that m a n a g e r i a l  and p o l i c y  changes of the past 18

m o n t h s  h a v e  just b e g u n  to prod u c e  n o t i c e a b l e  effects. T h e  r ate of com p l ai n t  

c l o s u r e s  and lice n s e  a c t i o ns  has b e g u n  to •’ho w  dram a t i c  increase.

In r e s p o n s e  to I tem III the c o m m i s s i o n  notes that it s u p p o r t e d  a filing fee

of $50 for a s u r e t y  claim. Th e  $250 filing fee was enacted over 

r e c o m m e n d a t i o n s  from the c o m m i s s i o n  and the i n d u s t r y that a lower fee be
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adopted. T h e r e  ha v e  b e e n  two k n o w n  i n s t a n c e s  w h e r e  c l a i m a n t s  r e p o r t e d  that 

they w o u l d  n e e d  a d d i t i o n a l  time b e f o r e  they c o u l d  file a c l a i m  b e c a u s e  they 

n e e d e d  to o b t a i n  the m o n e y  to pay the fee. T h e r e  h a v e  b e e n  n o  s u b s t a n t i a t e d  

i ns t a n c e s at this time that a c l a i m  w i t h  at least face v a l i d i t y  was not f iled 

due to the am o u n t of the fee.

•V • • •
T h e  c o m m i s s i o n  is c u r r e n t l y  r e v i e w i n g  o p t i o n s  for the c o n d u c t  of r o u t i n e  

t rust a c c o u n t  audits i n c l u d i n g  the p o s s i b i l i t y  o f  d e v e l o p i n g  a s e l f - a u d i t  

p r o g r a m  that wil l  e n a b l e  the c o m m i s s i o n  to i d e n t i f y  p r o blems in a m o r e  cost 

e f f e c t i v e  m a n n e r  w h i l e  at the same time o f f e r i n g  the l i c e n s e e s  a v a l u a b l e  

e d u c a t i o n a l  a n d  self h e l p  tool.

0 1 7 9 M
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1. C o m p l a i n t  Receipt: and e v a l u a t i o n

D a y  a. T h e  C o m p l a i n t ^  C l e r k  will: !

[ 1] (1) log in the c o m p a i n t  wi t h  a s s i g n m e n t  of a c o m p l a i n t  numb er ;

[ 1 1 (2) e s t a b l i s h  a c o m p l a i n t  file to include:

(a) a; p r o c e d u r a l  check l is t ;

(b) a c o n t a c t  r e c o r d  sheet;

[ 1] (3) f o r w a r d  the f i l e  to the I n v e s t i g a t o r .

[10] (4) sen d  ten- d a y  l e tt e r s  to i d e n t i f i e d  lice ns e e s ;

(5) po s t  r e s p o n s e s  to the fil e  a n d  f o r w a r d  t h e m  to the I n v e s t i g a t o r  

for e v a l u a t i o n .

b. T h e  I n v e s t i g a t o r  will:

[1-3] (1) a s s i g n  a p r i o r i t y  c l a s s i f i c a t i o n ;

[1-3] (2) a s s i g n  a c l a s s i f i c a t i o n  as to type of a l l e g e d  v i o l a t i o n ;

(3) i d e n t i f y  the l i c e n s e e s  to b e  c o n t a c t e d  for r e s p o n s e  to the

c o m p l a i n t  (and a n y  s u r e t y  c l a i m  that a c c o m p a n i e s  the c o m p l a i n t ) ;

(4) i n i t i a t e  an i n v e s t i g a t i v e  r e p o r t  u n d e r  p a r a g r a p h  2a.

2. C o m p l a i n t  e v a l u a t i o n :

[1-3] a. T h e  i n v e s t i g a t i v e  r e p o r t  w i l l  include:

(1) a l l e g a t i o n ( s )  of the c o m p l a i n a n t ;

(2) v i o l a t i o n s  that a p p e a r  to be p r e s e n t ;

(3) e v i d e n c e  that s u p p o r t s  the a l l e g a t i o n ( s ) ;

(4) p r o b a b l e  o u t c o m e  of the c o m p l a i n t ;

[30] b.' T e n - d a y  letter r e s p o n s e s  r e c e i v e d .  F o r  failure t o  r e s p o n d,

i n i t i a t e  s u b p o e n a  p r o c e d u r e s  in p a r a g r a p h  8.

[30] c. T h e  I n v e s t i g a t o r  w i l l  e v a l u a t e  the r e s p o n s e s  and decide:

(1) to i n v e s t i g a t e  further, or

(2) to close:

(a) c o m p l e t e  the i n v e s t i g a t i v e  r e p o r t  for the file;

(b) s u m m a r iz e  the c o m p l a i n t  for:

1 the w e e k l y  r e p o r t  to the D i r e c t o r ;

2 the r e p o r t  for the n e x t  C o m m i s s i o n  meeting.

3. I n v e s t i g a t i o n :

[45] a. W r i t e  a *work p l a n  to d e t a i l  the w o r k  r e q u i r e d  to c o m p l e t e  the

i n v e s t i g a t i o n  and w h e n  the w o r k  w i l l  b e  a c c o m p l i s h e d .  T h e  w o r k  p l a n  

w i l l  be r e v i e w e d  b y  the E x e c u t i v e  D i r e c t o r .

[90] b. I n t e r v i e w  w i t n e s s e s .

[90] c. I d e n t i f y  n e e d e d  a d d i t i o n a l  d o c u m e n t a t i o n  and o b t a i n  it.

d. R e c o r d  c o n t a c t s  an d  o t h e r  w o r k  d o n e  o n  the c o m p l a i n t  o n  the c o n t a c t  

r e c o r d  s h e e t  inside the c o m p l a i n t  folder. T h e  time t a k e n  for that 

p a r t i c u l a r  e n t r y  will a l s o  be rec o r d e d .
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[150] a. C o m p l e t e  the I n v e s t i g a t i v e  R e p o r t .

I
[150] b. D r a f t  the a c c u s a t i o n  or s t a t e m e n t  o f  i s s u e s  for the l i c e n s e  a c t i o n  

w i t h  t h e  i n v e s t i g a t i v e  r e p o r t  as the b a s i s  for this d o c u m e n t .
•j

[150] c. S u b m i t  the draft l i c e n s e  a c t i o n  an d the i n v e s t i g a t i v e  r e p o r t ,  a l o n g  

w i t h  n e c e s s a r y  e v i d e n c e ,  to the A s s i s t a n t  A t t o r n e y  G e n e r a l  for r e v i e w  

a n d  c r i t i q u e .

[150] d. D e t e r m i n e  w h e t h e r  a l i c e n s e  a c t i o n  w i l l  be h e a r d  wit h  or w i t h o u t

A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n  a f t e r  c o n s u l t a t i o n  w i t h  uhe D i r e c t o r  

a n d  the A s s i s t a n t  A t t o r n e y  G e n e r a l .  If w i t h o u t ,  the I n v e s t i g a t o r

a n d / o r  the D i r e c t o r  w i l l  r e p r e s e n t  the C o m m i s s i o n  at the h e a r i n g .

[150] e. P r e p a r e  the final c o p y  cf the l i c e n s e  a c t i o n  d o c u m e n t .

[150] f. S e r v e  the l i c e n s e  a c t i o n  o n  the l i c e n s e e ( s )  and c o p y  to the

C o m m i s s i o n :

(1) c o m p l e t e  the a f f i d a v i t  o f  s e r v i c e ;

(2) p r o v i d e  n o t i c e  o f  d e fe n s e .

[180] (a) I f  a n o t i c e  of d e f e n s e  is no t f iled w i t h  the C o m m i s s i o n

w i t h i n  the s p e c i f i e d  f i f t e e n  days, p r e p a r e  for an u n c o n t e s t e d  h e a r i n g

at the n e x t  C o m m i s s i o n  m e e t i n g .

[180] (b) I f  a n o t i c e  of d e f e n s e  is filed, c o p y  the l i c e n s e  action,

w i t h  n o t i c e ( s )  of d e f e n s e ,  to the a p p r o p r i a t e  H e a r i n g  E x a m i n e r .

[180] (c) I f  an e n t r y  of a p p e a r a n c e  is filed at any t i m e  b y  an

a t t o r n e y ,  c o p y  the c o m p l e t e  f i l e  to th e  A s s i s t a n t  A t t o r n e y  G e n e r a l  w h o  

m a y  d e c i d e  to e n t e r  the c a s e  if n o t  a l r e a d y  i n v o l v e d .

g. P r o v i d e  r e q u i r e d  a s s i s t a n c e  to t h e  H e a r i n g  E x a m i n e r  a n d / o r  the 

A s s i s t a n t  A t t o r n e y  G e n e r a l  to a r r a n g e  for a n d c o n d u c t  the p r e - h e a r i n g  

c o n f e r e n c e  a n d h e aring.

5. C o m m i s s i o n  m e e t in g :

a. A f t e r  he a r i n g ,  c o p y  the p r o p o s e d  d e c i s i o n  to all p a r t i e s ,  to the 

C o m m i s s i o n e r s  and to the L i e u t e n a n t  G o v e r n o r .

b. E n s u r e  that the a d o p t i o n  o r d e r  is s i g n e d  b y  the C h a i r m a n .

6. P o s t - m e e t i n g :

a. C o p y  all p a r ti e s  w i t h  the a d o p t e d  d e c i s i o n  by c e r t i f i e d  mail. 

I n c l u d e  a r e c o n s i d e r a t i o n  r e q u e s t  f o r m  to t h e  l i c e n s e e  if the d e c i s i o n  was 

to s u s p e n d  or revoke;

b. N o t i f y  e a c h  c o m p l a i n a n t  of c o m p l a i n t  c lo s u r e ;

c. P u b l i s h  the d e c i s i o n  r e s u l t s  in the l i c e n s e e ' s  local n e w s p a p e r  

t h i r ty  day s  a f t e r  s e r v i c e  of the a d o p t e d  d e c i s i o n  to the l i c e n s e e  (and 

c o u n s e l )  if th e r e  has b e e n  n o  r e q u e s t  for r e c o n s i d e r a t i o n  g r a n t e d  b y  the

C o m m i s s i o n  a n d / o r  appeal to the S u p e r i o r  C o u r t .
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7. S to p  Orde r s :

a. W h e n  a s t o p  o r d e r  is needed, c o o r d i n a t e  s e r v i c e  w i t h  the C o m m i s­

sion. T h e  C o m m i s s i o n  w i l l  b e  g i v e n  a b r i e f  e x p l a n a t i o n  of the n e e d  for 

the s u b p o e n a ;  this w i l l  be a w r i t t e n  s t a t e m e n t  so that all m e m b e r s  r e c e i v e  

the s ame i n f o r m a t i o n .  T h e  sto p  o r d e r  m a y  be s e r v e d  w i t h  a p p r o v a l  of a 

m a j o r i t y  of the .Commission. A n y  C o m m i s s i o n e r  not c o n t a c t e d  d i r e c t l y  wil l  

be i n f o r m e d  b y  te legram.

b. T h e  I n v e s t i g a t o r  w i l l  d r a f t  the s t o p  o r d e r  and h a v e  the A s s i s t a n t  

A t t o r n e y  G e n e r a l  r e v i e w  it for c o m p l e t e n e s s  an d p r o p r i e t y .

c. T h e  st o p  o r d e r  m a y  be s e r v e d  b y  c e r t i f i e d  m a i l  or in p e r s o n  by the 

I n v e s t i g a t o r .  I f  in person, the I n v e s t i g a t o r  w i l l  m a k e  s u r e  that the 

s u b j e c t ( s )  u n d e r s t a n d  that it is a d e f i n i t e  o r d e r  f r o m  the C o m m i s s i o n  to 

stop the i d e n t i f i e d  a c t iv i t y ,  and that to c o n t i n u e  is a v i o l a t i o n  w h i c h  

co u l d  r e s u l t  in a f u r t h e r  charge.

d. F o l l o w i n g  s e rvice, the I n v e s t i g a t o r  w i l l  c o m p l e t e  an a f f i d a v i t  of 

service.

e. If a n o t i c e  of d e f e n s e  is filed, a c o p y  of the stop order, w i t h  the 

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

A t t o r n e y  G e n e r a l ' s  o f f i c e  as s o o n  as p o s s i b l e  to c o m p l y  w i t h  the 

r e q u i r e m e n t  that h e a r i n g s  be s c h e d u l e d  w i t h i n  t h i r t y  days.

f. If th e  s u b j e c t  c o n t i n u e s  to o p e r a t e  a f t e r  s e r v i c e  of the s top 

order, the I n v e s t i g a t o r  w i l l  n o t i f y  the A t t o r n e y  G e n e r a l ' s  o f f i c e  to 

e n f o r c e  the order.

8. S u b p o e n a e :

a. W h e n  a s u b p o e n a  is n e ed e d ,  the I n v e s t i g a t o r  wi l l  p oll the C o m m i s­

sion for a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  b e  g i v e n  a b r i e f  e x p l a n a t i o n  of 

the n e e d  for the s u b poena; this w i l l  be  a w r i t t e n  s t a t e m e n t  so. t hat all 

m e m b e r s  r e c e i v e  the s a m e  i n f o r m a t i o n .  A  m a j o r i t y  of the C o m m i s s i o n  m u s t  

a p p r o v e  service. A n y  C o m m i s s i o n e r  not c o n t a c t e d  d i r e c t l y  w i l l  be i n f o r m e d  

b y  telegram.

b. S e r v i c e  m a y  be b y  m a i l  or in pers o n .  A n  a f f i d a v i t  of s e r v i c e  w i l l  

be c o m p l e t ed .

c. If the r e c i p i e n t  of the s u b p o e n a  does not comply, the I n v e s t i g a t o r  

w i l l  c o n t a c t  the A t t o r n e y  G e n e r a l ' s  o f f i c e  to r e q u e s t  e n f o r c e m e n t .  T h e  

I n v e s t i g a t o r  w i l l  p r o v i d e  a n y  a s s i s t a n c e  that m a y  be r e q u e s t e d  b y  the 

A s s i s t a n t  A t t o r n e y  G.eneral.
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a. T h e  C o m p l a i n t s  C l e r k  will, w i t h i n  two days of r e ceipt:

(1) log in the c o m p l a i n t  w i t h  a s s i g n m e n t  o f  a c o m p l a i n t  number;

(2) e s t a b l i s h  a- c o m p l a i n t  fil e  to include:

•(a) a p r o c e d u r a l  chec k li s t ;

(b) a c o n t a c t  r e c o r d  sheet;

(3) f o r w a r d  the file to the I n v e s t i g a t o r .

b. T h e  I n v e s t i g a t o r  will, w i t h i n  o n e to t h r e e  d ays of receipt:

(1) a s s i g n  p r i o r i t y  and v i o l a t i o n  type c l a s s i f i c a t i o n s ;

(2) list the l i c e n s e e s  to b e  c o n t a c t e d  for r e s p o n s e  to the compl a in t ;

( 3 )  i n i t i a t e  an i n v e s t i g a t i v e  r e p o r t  as d e s c r i b e d  in p a r a g r a p h  2a.

(4) r e t u r n  the f i l e  to the C o m p l a i n t s  C l e r k  to sen d  t e n - d a y  letters.

c. T h e  C o m p l a i n t s  C l e r k  w i l l  s en d  a t e n - d a y  l e t t e r  to all i d e n t i f i e d  

l i c e n se e s .  T h e  l e t t e r  w i l l  i n c l u d e  a cop y  of the c o m p l a i n t  an d  c o p i e s  of 

s u p p o r t i n g  d o c u m e n t a t i o n  w h i c h  are n e c e s s a r y  to u n d e r s t a n d  the c o m p l a i n t  and 

w h i c h  the l i c e n s e e  w o u l d  n o t  a l r e a d y  h ave.

d. R e s p o n d e n t s  to r e c e i v e  ten- d a y  l e t t e r s  for a s u r e t y  c l a i m  w i l l  b e  the

s a m e  as t h o s e  for the p a r a l l e l  l i c e n s e  c o m pl a i n t .

2. C o m p l a i n t  E v a l u a t i o n :

a. F o r  e a c h  c o m p l a i n t ,  the I n v e s t i g a t o r  w i l l  i n i t i a t e  an i n v e s t i g a t i v e  

r epor t .  T h i s  r e p o r t  w i l l  s e r v e  as the b a s i s  for  the d e c i s i o n  to c l o s e  o r  

p r o c e e d  to h e a r i n g .  It w i l l  i n c l u d e  i n f o r m a t i o n  as to cont a c t s ,  i n f o r m a t i o n

s o u rces, i n f o r m a t i o n  a n d  c o n c l u s i o n s .  A t  the start, this r e p o r t  w i l l  i i s t  the:

(1) a l l e g a t i o n ( s )  of the c o m p l a i n a n t ;

(2) v i o l a t i o n s  that a p p e a r  to be p re s e n t ;

( 3 )  e v i d e n c e  that s u p p o r t s  the a l l e g a t i o n s );

(4) p r o b a b l e  o u t c o m e  of the co m p l a i n t .

b. T h e  r e s p o n s e s  to t e n - d a y  lett e r s  s h o u l d  be r e c e i v e d  w i t h i n  t h i r t y  days 

of the c o m p l a i n t  f i l i n g  date. If a r e s p o n d e n t  fails to respond, a seco n d ,  

c e r t i f i e d ,  n o t i c e  of c o m p l a i n t  wil l  be sent. If the r e s p o n d e n t  st i l l  fails to 

r e s p on d ,  a s u b p o e n a  w i l l  be served a c c o r d i n g  to p r o c e d u r e s  in p a r a g r a p h  8.

c. U p o n  r e c e i p t  of the r e s p o n s e ( s )  to the t e n - d a y  l e tter(s), the I n v e s t i­

g a t o r  wi l l  r e e v a l u a t e  the c o m p l a i n t .  F o l l o w i n g  this r e e v a l u a t i o n ,  there w i l l  

be a d e c i s i o n  to c l o s e  the c o m p l a i n t  w i t h o u t  a c t i o n  or to i n v e s t i g a t e  further.

d. I f  the d e c i s i o n  is to close, the I n v e s t i g a t o r  w i l l  s u m m a r i z e  the e v e n t s  

of the c o m p l a i n t ,  w i t h o u t  names, and s p e c i f y  the r e a s o n  for closu r e .  T h e  sum­

m a r y  wi l l  b e  i n c l u d e d  in the w e e k l y  r e p o r t  to the D i r e c t o r  and in the I n v e s t i­

gator's R e p o r t  to the C o m m i s s i o n  at the next m e e t i n g .  T h e  i n v e s t i g a t i v e  re­

port will be c o m p l e t e d  w i t h  an e x p l a n a t i o n  of the r e a s o n s  for c l o s u r e  an d  w i l l  

be i nc l u d e d  in the c o m p l a i n t  file. T h e  c o m p l a i n t  file w i l l  then go to the 

C o m p l a i n t s  C l e r k  for c l o s u r e  l e t t er s  to be s en t  to the p a r t i es .  T h e  c o m p l a i n t  

is c o n s i d e r e d  c l o s e d  at this time u n le s s  n e w  i n f o r m a t i o n  or a C o m m i s s i o n  

r e q u e s t  c a u s e  it to be reo p e n ed .
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e. A n  u n q u a l i f i e d  l i c e n s e  a p p l i c a n t  w i l l  no t  r e c e i v e  a t e n - d a y  l e t t e r  

T h e  c a s e  w i l l  go i m m e d i a t e l y  to the s t a t e m e n t  of i s s u e s  s t a g e  in p a r a g r a p h  4

A n  i n v e s t i g a t i v e  r e p o r t  as s p e c i f i e d  in p a r a g r a p h  lc w i l l  be initi a t e d.

3. I n v e s t i g a t i o n :  W i t h  the d e c i s i o n  to i n v e s t i g a t e  further, the i n v e s t i g a­

tive r e p o r t  d r a f t  to dat.6 w i l l  s e r v e  as the basis for the i n v e s t i g a t i o n .

e l e m e n t s  of that w o r k  w i l l  be a c c o m p l i s h e d .

(1) T h e  w o r k  p l a n  is d u e  w i t h i n  f o r t y - f i v e  day s of the c o m p l a i n t  date.

(2) T h e  w o r k  p l a n  will be r e v i e w e d  b y  the E x e c u t i v e  D i r e c t o r .

b. I n t e r v i e w  w i t n e s s e s .

c. I d e n t i f y  n e e d e d  a d d i t i o n a l  d o c u m e n t a t i o n  and o b t a i n  it.

d. T h e  i n v e s t i g a t i v e  r e p o r t  w i l l  s e r v e as a r e c o r d  of the i n v e s t i g a t i o n .

e. R e c o r d  c o n t a c t s  a n d  o t h e r  w o r k  don e  on the co m p l a i n t  o n  the c o n t a ct  

r e c o r d  sheef i n s i d e  the c o m p l a i n t  folder. T h e  time t a k e n for that p a r t i c u l a r  

e n t r y  w i l l  a l s o  be r e c o r d e d .

f. T h e  i n v e s t i g a t i o n  w i l l  be c o m p l e t e d  w i t h i n  n i n e t y  days of c o m p l a i n t  

r e c eipt. By that time, the I n v e s t i g a t o r  w i l l  d e t e r m i n e  w h e t h e r  the c o m p l a i n t  

s h o u l d  be t a k e n  to h e a r i n g  or closed. T h e  p r o c e d u r e s  as o u t l i n e d  in p a r a g r a p h  

If w i l l  b e  u s e d  w h e n e v e r  the c o m p l a i n t  is to be c l o s e d  w i t h o u t  action.

4. H e a r i n g :  the I n v e s t i g a t o r  will:

a. C o m p l e t e  the i n v e s t i g a t i v e  report.

b. D r a f t  the a c c u s a t i o n  or s t a t e m e n t  of issues for the l i c e n s e  action.

T h e  i n v e s t i g a t i v e  r e p o r t  w i l l  s e r v e  as the b a s i s  for this d o c u m e n t .

c. S u b m i t  the d r a f t l i c e n se  a c t i o n  to the A s s i s t a n t  A t t o r n e y  G e n e r a l  for

revi e w .  T h e  i n v e s t i g a t i v e  r e p o r t  and s u p p o r t i n g  e v i d e n c e  wil l  be p r o v i d e d  to 

the A s s i s t a n t  A t t o r n e y  G e n e r a l  at the same time for this review.

d. D e t e r m i n e  w h e t h e r  a lice n s e  a c t i o n  w i l l  b e  h e a r d  w i t h  or w i t h o u t

A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n  after c o n s u l t a t i o n  w i t h  the D i r e c t o r  and the

A s s i s t a n t  A t t o r n e y  G e n e r a l .  If w i t h o ut ,  the I n v e s t i g a t o r  a n d / o r  the D i r e c t o r

w i l l  r e p r e s e n t  the C p m m i s s i o n  at the he a r i n g .

e. P r e p a r e  the final c o p y  of the l i c e n s e  a c t i o n  d o c u m e n t .

f. S er v e  the licensfe action. S e r v i c e  can b e  in p e r s o n  or by c e r t i f i e d

m a i l  to the last r e g i s t e r e d  a d d r e s s  of the licensee.

(1) P r o v i d e  n o t i c e  of defense.

a. A w o r k  p l a n  w i l l  be w r i t t e n  b y  the I n v e s t i g a t o r  w h i c h  w i l l  d e t a i l  wha t  

w o r k  r e m a i n s  to be ■' don e  to c o m p l e t e  the i n v e s t i g a t i o n  and w h e n  the v a - i o u s

(2) C o m p l e t e  the a f f i d a v i t  of service.

g. N o t i c e  o f  D e f ense:

(1) If a n o t i c e  of d e f e n s e  is no t  filed w i t h  the C o m m i s s i o n  w i t h i n  the 

s p e c i f i e d  f i f t e e n  days, p r e p a r e  for an u n c o n t e s t e d  h e a r i n g  at the n ext
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C o m m i s s i o n  m e e t i n g  as s p e c i f i e d  in p a r a g r a p h  4j.

(2) W i t h  a n o t i c e  of d e f e n s e :

(a) a s s i g n  the c a s e  to a H e a r i n g  E x a m i n e r ;

(b) c o p y  the a c c u s a t i o n / s t a t e m e n t  of issues, w i t h  n o t i c e ( s )  of

d e f e n s e ,  to the H e a r i n g  E x a m i n e r .  >

(c) c o p y  t h ej l i c e n s e  acti on ,  w i t h  n o t i c e ( s )  of d e f e n s e ,  the

i n v e ' t i g a t i v e  r e p o r t  a n d  full d o c u m e n t a t i o n ,  to the A s s i s t a n t  A t t o r n e y  G e n e r a l  

if t.. . c a s d . i s  to b e / h e a r d  w i t h ' A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n .

(3) T h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  w i l l  b e  i n f o r m e d  o f  eac h  i n s t a n c e

w h e r e  an a t t o r n e y  f iles an e n t r y  of a p p e a r a n c e  and w i l l  h a v e  the o p t i o n  to

e n t e r  a n y  c a s e  w h e r e  th e C o m m i s s i o n  s t a f f  h a d  p r e v i o u s l y  i n t e n d e d  to p r o c e e d

alone. If the A s s i s t a n t  A t t o r n e y  G e n e r a l  d e c i d e s  to e n t e r  the case, c o p y  the

e n t i r e  file to the A t t o r n e y  G e n e r a l ' s  office.

h. C o p y  the s e r v e d  a c c u s a t i o n / s t a t e m e n t  o f  issues to the C o m m i s s i o n .

i. P r o v i d e  w h a t e v e r  a s s i s t a n c e  is r e q u i r e d  b y  e i t h e r  the H e a r i n g  E x a m i n e r

or the A s s i s t a n t  A t t o r n e y  G e n e r a l  to a r r a n g e  for and c o n d u c t  the p r e - h e a r i n g

c o n f e r e n c e  and h e a r i n g .

5. C o m m i s s i o n  m e e t i n g :

a. U p o n  r e c e i p t  of t h e . p r o p o s e d  d e c i s i o n  a f t e r  h e a r i n g ,  p r o v i d e  c o p i e s  to 

th e  p a r t i e s,  all C o m m i s s i o n e r s  and to the L i e u t e n a n t  G o v e r n o r .

b. O n c e  de c i d e d ,  e n s u r e  that the a d o p t i o n  o r d e r  is s i g n e d  b y  the C h a i r m a n .

c. P r o v i d e  co p i e s o f  the c l o s e d  c o m p l a i n t  s u m m a r i e s  for r e v i e w  b y  the

C o m m i s s i o n .

d. x\n u n c o n t e s t e d  h e a r i n g  w i l l  h a v e  n e i t h e r  a H e a r i n g  E x a m i n e r  n o r  an

A s s i s t a n t  A t t o r n e y  G e n e r a l  p r e s e n t .  T h e  I n v e s t i g a t o r  w i l l  p r e s e n t  the c a s e  to 

the C o m m i s s i o n  at the m e e t i n g  as if the m a t t e r  w e r e  c o n t e s t e d .  E a c h  C o m m i s­

sion e r  wi l l  be p r o v i d e d  w i t h  a full c opy of the i n v e s t i g a t i v e  r e p o r t  and

e v i d e n c e  that s u p p o r t s  the a c c u s a t i o n  or s t a t e m e n t  of issues.

6. P o s t - m e e t i n g :

a. C o p y  all p a r t i e s  w i t h  the a d o p t e d  d e c i s i o n  in the l i c e n s e  a c t i o n  by 

c e r t i f i e d  mail. I n c l u d e  a r e c o n s i d e r a t i o n  r e q u e s t  f o r m  to the r e s p o n d e n t  if 

the d e c i s i o n  was to r e v o k e,  s u s p e n d  or deny.

b. N o t i f y  eac h  c o m p l a i n a n t  of c o m p l a i n t  closure.

c. P u b l i s h  the d e c i s i o n  in the l i c e n s e e ' s  local n e w s p a p e r  on t hree 

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

r e s p o n d e n t  (and c o u n s e l )  if t here ha s  b e e n  n o  g r a n t e d  r e c o n s i d e r a t i o n  r e q u e s t  

b y  the C o m m i s s i o n  a n d / o r  a p p e a l  to the S u p e r i o r  Co u r t .  P u b l i c a t i o n  c a n  be 

i m m e d i a t e  in u n c o n t e s t e d  cases.

7. Stop Orders:

a. W h e n  a s t o p  o r d e r  is n e e d e d ,  the I n v e s t i g a t o r  w i l l  p oll the C o m m i s­

sion for a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  be g i v e n  a b r i e f  e x p l a n a t i o n  of  the
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need for the stop order; this will be a written statement so that all members 

receive the same information. A  majority of the Com m i s s i o n  must approve 

service. Any Commissioner not contacted directly will be informed by telegram.

b. T he Investigator will draft the stop order and take it to the- A t t o r n e y  

General's office for reyiew. The Investigator will also ask the coordinating 

Assistant Attorney General to review enforcement procedures available should 

the subject(s) of the .stop order refuse to abide by it.
/

c. 7„’he stop order may be served by certified mail or in person by the 

Investigator. U p o n  service of the stop order, the Investigator will mak e  sure 

that the subject(s) understand that it is a definite order from the Commission 

to stop the identified activity, and that to continue is a violation which 

could result in a further charge.

d. An affidavit of service will be completed.

e. A  copy of the stop order, with supporting d o c u m entation and the 

investigative report, will be provided to the Attorney Gene r a l ' s  office if a 

notice of defense is filed. This will be done as soon as possible after 

receipt to comply with the requirement that hearings in such matters be 

scheduled within thirty days.

f. If the subject continues to operate without licensure after service of 

the stop order, the Investigator will notify the A t t o r n e y  General's office to 

enforce the order.

8. Subpoenae:

a. Whe n  a subpoena is needed, the Investigator will poll the Commission 

for approval. The Commission will be given a brief explanation of the need 

for the subpoena; this will be a w r i t t e n  statement so that all members receive 

the same information. A  majority of the Commission must approve service. A n y  

Commissioner not contacted directly will be informed by telegram.

b. Service may be by mail or in person. An A f fidavit of Service will be 
c o m p l e t e d .

c. If the recipient of the subpoena does not comply, the Investigator will 
contact the Attorney General's office by m e m o randum to request enforcement. 

The Investigator will provide any assistance that may be requested by the 

Assistant Attorney General.

0007K/8 Mk IV 102985
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OFFICE OF TH E G O V E R N O R

OFFICE OF MANAGEMENT AND BUDGET

DIVISION OF MANAGEMENT

POUCH AM
JUNEAU. ALASKA 998f t  
PHONE: (907) 465-3568

D e c e m b e r  11, 19C4

Mr. J o h n  T. S h i v e l y  
C h i e f  of S t a f f  
O f f i c e  of t h e  G o v e r n o r  
P o u c h  A
J u n e a u ,  A K  9 9 8 1 1  

D e a r  Mr. S h i v e l y :

W e  a r e  p l e a s e d  to s u b m i t  o u r  M a n a g e m e n t  A u d i t  R e p o r t  on 
t h e  A l a s k a  R e a l  E s t a t e  C o m m ' s s i o n  (AREC). T h e  a u d i t  w a s  
r e q u e s t e d  b y  B a r b a r a  H i ll , A R E C  C h a i r m a n .

T h i s  r e p o r t  p r o v i d e s  s p e c i f i c  r e c o m m e n d a t i o n s  fo r  
i m p r o v i n g  t h e  C o m m i s s i o n ' s  l i c e n s i n g ,  l i c e n s e  c o m p l a i n t ,  
a n d  s u r e t y  f u n d  c l a i m  o p e r a t i o n s .  T h i s  r e p o r t  a l s o  
i d e n t i f i e s  t h e  n e e d  fo r i m p r o v i n g  t he  C o m m i s s i o n ' s  c u r r e n t  
o f f i c e  a u t o m a t i o n  a n d  i n t e r n a l  m a n a g e m e n t  c o n t r o l .

A R E C  is p r e s e n t l y  t a k i n g  a c t i o n  t o  i m p r o v e  its o p e r a t i o n s  
b a s e d  o n  o u r  r e c o m m e n d a t i o n s .  A n  i m p l e m e n t a t i o n  p r o j e c t ,  
u n d e r  th e d i r e c t i o n  o f  A R E C  C o m m i s s i o n e r  D a v e  R i b a c c h i ,  
s h o u l d  be c o m p l e t e d  b y  S e p t e m b e r  1985.

S i n c e r e l y ,

F r a n k  M. W h e e l e r  
A s s o c i a t e  D i r e c t o r

E n c l o s u r e

c c / e n c :  C a r o l  D e r f n e r ,  S p e c i a l  S t a f f  A s s i s t a n t
O f f i c e  o f  t h e  G o v e r n o r

L o i s  C o o k ,  D i r e c t o r  
D i v i s i o n  o f  A d m i n i s t r a t i v e  S e r v i c e s  
D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t

B a r b a r a  H i l l ,  C h a i r m a n  

A l a s k a  R e a l  E s t a t e  C o m m i s s i o n

-26-
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S U M M A R Y

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) r e g u l a t e s  t h e  S t a t e ' s  
r e a l  e s t a t e  p r o f e s s i o n  b y  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  a n d  h o l d i n g  
h e a r i n g s  to s u s p e n d  o r  r e v o k e  lic en se s.  A R E C  is a l s o  
r e s p o n s i b l e  for  a d j u d i c a t i n g  s u r e t y  fun d c l a i m s  f r o m  v i c t i m s  o f  
f r a u d ,  deceit, m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  of t r u s t  f u n d s  
by l i c en se e s .

A t  t he  r e g u e s t  o f  A R E C  C h a i r m a n  B a r b a r a  H i l l ,  t he  O f f i c e  o f  
M a n a g e m e n t  a n d  E u d g e t  (OMB) c o n d u c t e d  a m a n a g e m e n t  a u d i t  o f  
A R E C .  T h i s r e p o r t  s h o w s  t h a t  A R E C  c o u l d  i m p r o v e  it s  l i c e n s i n g ,  
l i c e n s e  c o m p l a i n t ,  a n d  s u r e t y  f u n d  c l a i m  o p e r a t i o n s .  T h e  r e p o r t  
a l s o  i d e n t i f i e s  t h e  n e e d  f o r  i m p r o v i n g  the C o m m i s s i o n ' s  c u r r e n t  
o f f i c e  a u t o m a t i o n  a n d  i n t e r n a l  m a n a g e m e n t  c o n t r o l .

L I C E N S I N G

A R E C  c o u l d  i m p r o v e  i t s  l i c e n s i n g  o p e r a t i o n s  by:

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

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

E s t a b l i s h i n g  the l i c e n s e  r e n e w a l  d a t e  a s  t h e  f i r s t  o f  
the m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ;

U s i n g  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e  as a 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e ;

U p d a t i n g  t h e  l i c e n s e e  r e g i s t e r ;

I n i t i a t i n g  a c o o p e r a t i v e  i n f o r m a t i o n  n e t w o r k  b e t w e e n  
the C o m m i s s i o n ,  A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s ,  a n d  
m u l t i p l e  l i s t i n g  s e r v i c e s  to  p e r i o d i c a l l y  c o m p a r e  e a c h  
o t h e r ' s  l i c e n s e e  r e g i s t e r s ;  a n d

I d e n t i f y i n g  l i c e n s e e s  w i t h  la p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .

i
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L I C E N S E  C O M P L A I N T S

A R E C  c o u l d  i m p r o v e  it s  l i c e n s e  c o m p l a i n t  o p e r a t i o n s  by:

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

R e - e v a l u a t i n g  th e i n v e s t i g a t o r  p o s i t i o n ;

D i s c o n t i n u i n g  to c l o s e  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e "  
and e s t a b l i s h i n g  a n  a d m i n i s t r a t i v e  c l o s u r e  p r o c e s s ;

P r o v i d i n g  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i t h  c l o s u r e  
let te rs  i m m e d i a t e l y  f o l l o w i n g  c o m p l a i n t  c l o s u r e s ;  a n d

R e v i s i n g  t h e  l i c e n s e  e n t i t l e m e n t  s t a t u t e  t o  r e a d  
" E l i g i b i l i t y  for L i c e n s e "  a n d  i n c l u d i n g  a p r o v i s i o n  
that l i c e n s e e s  w i l l  l o s e  t h e i r  e l i g i b i l i t y  for all  
l i c e n s e s  u p o n  l i c e n s e  r e v o c a t i o n .

S U R E T Y  FU ND  C L A I M S

A R E C  c o u l d  i m p r o v e  i t s  s u r e t y  f u n d  c l a i m  o p e r a t i o n s  by:

E s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e  f o r  t h e  R e a l  
E st ate  S u r e t y  F u n d  i n s t e a d  o f  the c u r r e n t  m a x i m u m  f u n d  
b a l a n c e ;

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

R e d u c i n g  th e  c u r r e n t  $ 2 5 0  fi lin g f e e  to a m o r e  
r e a s o n a b l e  a m o u n t ,  s u c h  as $50, or d i s c o n t i n u i n g  th e  
fee if s u r e t y  f u n d  c l a i m s  a r e  i n c l u d e d  w i t h  l i c e n s e  
c o m p l a i n t s ;

R e - e v a l u a t i n g  t h e  s t a f f  ..earing o f f i c e r  p o s i t i o n ;

P r o c e e d i n g  to r e c o v e r  p a i d  c l a i m s  a n d  h e a r i n g  c o s t s  
from l i c e n s e e s ;  a n d

R e t u r n i n g  t h e  t w o  $ 1 0 , 0 0 0  w a r r a n t s  f o u n d  i n  C o m m i s s i o n  
files t o  t h e  S t a t e  t r e a s u r y .

ii
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O F F I C E  A U T O M A T I O N

A R E C  c o u l d  i m p r o v e  it s o p e r a t i o n s  by:

R e p l a c i n g  th e  c u r r e n t  W a n g  w o r d  p r o c e s s i n g  s y s t e m  w i t h  
a c o m p u t e r  s y s t e m ,  s u c h  as a W a n g  VS  S y s t e m  80 if it 
m e e t s  n e e d s ;  a n d

C o n s i d e r i n g  t o  r e p l a c e  t h e  c u r r e n t  d a i s y - w h e e l  p r i n t e r  
w i t h  a h i g h e r  s p e e d  p r i n t e r .

I N T E R N A L  M A N A G E M E N T  C O N T R O L

A R E C  c o u l d  i m p r o v e  i t s  o p e r a t i o n s  by:

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

D e l e g a t i n g  a u t h o r i t y  in w r i t i n g  to i ts  s t a f f .

O T H E R  I S S U E S

O t h e r  i s s u e s  w h i c h  s h o u l d  be a d d r e s s e d  b y  A R E C  i n c l u d e :

E n s u r i n g  t h e  c o n f i d e n t i a l i t y  of o p e n  i n v e s t i g a t i v e  
files;

C o n d u c t i n g  a u d i t s  o f  b r o k e r  t r u s t  a c c o u n t s ;

D e v e l o p i n g  a n  o p e r a t i o n s  m a n u a l  for c o m m i s s i o n e r s ;  a n d

F o r m i n g  p o i n t  c o m m i t t e e s  b e t w e e n  A R E C  a n d  th e A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  to s t u d y  a r e a s  of c o m m o n  
c o n c e r n .

G E N C Y  C O M M E N T S

B a s e d  o n  th e r e c o m m e n d a t i o n s  in o u r  d r a f t  r e p o r t ,  A R E C  is t a k i n g  
a c t i o n  t o  i m p r o v e  i ts  o p e r a t i o n s .  A R E C  C o m m i s s i o n e r  D a v e  
R i b a c c h i  h as  b e e n  a p p o i n t e d  p r o j e c t  m a n a g e r  to c o o r d i n a t e  t h e  
C o m m i s s i o n ' s  i m p l e m e n t a t i o n  o f  o u r  r e c o m m e n d a t i o n s .  D u r i n g  t h e  
i m p l e m e n t a t i o n  p r o j e c t ,  C o m m i s s i o n e r  R i b a c c h i  w i l l  u t i l i z e  j o i n t  
c o m m i t t e e s  b e t w e e n  A R E C  a n d  t h e  A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s .  
S e n i o r  O M B  A n a l y s t  G r e g  M o y e r ,  w h o  c o n d u c t e d  t h e  m a n a g e m e n t  

a u d i t ,  w i l l  a s s i s t  C o m m i s s i o n e r  R i b a c c h i  a n d  the j o i n t  
c o m m i t t e e s .



I N T R O D U C T I O N

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) w a s  e s t a b l i s h e d  in 19 64  
to r e g u l a t e  th e S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  A R E C  r e g u l a t o r y  
r e s p o n s i b i l i t i e s  i n c l u d e :

e x a m i n i n g  p r o s p e c t i v e  r e a l  e s t a t e  l i c e n s e e s ;

i s s u i n g  r e a l  e s t a t e  l i c e n s e s  t o  q u a l i f i e d  a p p l i c a n t s ;

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

h o l d i n g  h e a r i n g s  to  s u s p e n d  o r  r e v o k e  l i c e n s e s  o f  r e a l  
e s t a t e  a g e n t s  w h o  v i o l a t e  s t a t u t e s  or  r e g u l a t i o n s .

A R E C  is a l s o  a u t h o r i z e d  to c o n d u c t  e d u c a t i o n a l  c l i n i c s  o r  
s e m i n a r s  f o r  the p u r p o s e  o f  r a i s i n g  t h e  s t a n d a r d s  o f  t h e  r e a l  
e s t a t e  i n d u s t r y  a n d  t h e  c o m p e t e n c y  o f  l i c e n s e e s .

L I C E N S E E S

T h e r e  a r e  c u r r e n t l y  a t o t a l  o f  a b o u t  5 , 5 0 0  l i c e n s e d  r e a l  e s t a t e  
a g e n t s  in A l a s k a .  Of t h i s  to t a l ,  a p p r o x i m a t e l y  3 , 9 0 0  a r e  
a c t i v e l y  e m p l o y e d  as r e a l  e s t a t e  a g e n t s ,  600 a r e  i n a c t i v e ,  a n d  
1 , 0 0 0  a r e  l a p s e d  ( l i c e n s e s  n o t  r e n e w e d  b y  r e a l  e s t a t e  a g e n t s ) .

Of t h e  3 , 9 0 0  a c t i v e  l i c e n s e e s ,  a p p r o x i m a t e l y  1 , 4 0 0  a r e  a s s o c i a t e  
b r o k e r s  o r  b r o k e r s ,  a n d  2 , 5 0 0  a r e  s a l e s p e r s o n s .  A  b r o k e r  
d i f f e r s  f r o m  an  a s s o c i a t e  b r o k e r  in t h a t  a b r o k e r  is a n  o w n e r  o f  
a r e a l  e s t a t e  b u s i n e s s  o r  is e m p l o y e d  as a b r o k e r  b y  a 
c o r p o r a t i o n .  A n  a s s o c i a t e  b r o k e r  h a s  m e t  the s t a t u t o r y  
q u a l i f i c a t i o n s  o f  a b r o k e r ,  b u t  is e m p l o y e d  b y  a r e a l  e s t a t e  
b r o k e r .

L I C E N S E  R E Q U I R E M E N T S

F o r  a r e a l  e s t a t e  b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e ,  a n  
a p p l i c a n t  m u s t  p a s s  a n  e x a m i n a t i o n ,  b e  a S t a t e  r e s i d e n t ,  h a v e  
h a d  24 m o n t h s  o f  c o n t i n u o u s  w o r k  e x p e r i e n c e  as a r e a l  e s t a t e  
s a l e s p e r s o n ,  a n d  h a v e  n o t  e n g a g e d  in c o n d u c t  d e m o n s t r a t i n g  
u n f i t n e s s  to be  a b r o k e r .

F o r  a r e a l  e s t a t e  s a l e s p e r s o n  l i c e n s e ,  a n  a p p l i c a n t  m u s t  p a s s  a n  
e x a m i n a t i o n ,  be  a r e s i d e n t  of  t h e  S t a t e ,  b e  e m p l o y e d  b y  a r e a l  
e s t a t e  b r o k e r ,  a n d  h a v e  n o 4: e n g a g e d  in c o n d u c t  d e m o n s t r a t i n g
u n f i t n e s s  to  b e  a s a l e s p e r s o n .



L I C E N S E  R E N E W A L

C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  ar e  r e n e w e d  b i e n n i a l l y  on  
th e f i r s t  o f  F e b r u a r y  i n  e v e n - n u m b e r e d  y e a r s .  L i c e n s e s  w e r e  
l a s t  r e n e w e d  o n  F e b r u a r y  1, 19 84  . T h e  n e x t  r e n e w a l  w i l l  b e  on 

F e b r u a r y  1, 1986.

L I C E N S E  F E E S

T h e  fee s c h e d u l e  for r e a l e s t a t e  l i c e n s e s  is as f o l l o w s :

L i c e n s e S u r e t y P r o c e s s T o t a l
F e e F e e  1/ Fe e F e e s

I n i t i a l  L i c e n s e

S a l e s p e r s o n  $1 00 $40 $140

A s s o c .  B r o k e r /
B r o k e r  $1 00 $ 1 2 5 $22 5

L i c e n s e  C h a n c e s

T r a n s f e r $5 $5
N a m e  c h a n g e $5 $5
A d d r e s s  c h a n g e $5 $5
I n a c t i v a t i o n $5 $5
R e a c t i v a t i o n $5 $5

R e n e w a l

A c t i v e
S a l e s p e r s o n  $1 00 $40 $140

A c t i v e  
B r o k e r  o r
A s s o c .  B r o k e r  $1 00 $ 1 2 5 $22 5

I n a c t i v e
S a l e s p e r s o n  $50  $50

I n a c t i v e  
B r o k e r  or

A s s o c .  B r o k e r  $5 0 $50

A R E C  p l a c e s  t h e s e  fe es  in t h e  R e a l  E s t a t e  S u r e t y  F u n d  tc be 
u s e d  for m a k i n g  m o n e t a r y  s e t t l e m e n t s  to  v i c t i m s  o f  fr aud , 
d e c e i t ,  i n t e n t i o n a l  m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  of  
t r u s t  f u n d s  b y  r e a l  e s t a t e  a g e n t s .
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D u r i n g  F Y  84, w h i c h  i n c l u d e d  a r e n e w a l  of a l l  l i c e n s e s ,  A R E C  
c o l l e c t e d  fe es  t o t a l i n g  a p p r o x i m a t e l y  $ 8 4 5 , 0 0 0 .  O f  t h i s  a m o u n t ,  
a b o u t  $ 2 9 2 , 0 0 0  w a s  c r e d i t e d  to t h e  R e a l  E s t a t e  S u r e t y  F u n d  a n d  
a b o u t  $ 5 5 3 , 0 0 0  w a s  c r e d i t e d  to t h e  G e n e r a l  Fu nd.

A R E C  O R G A N I Z A T I O N

A R E C  c o n s i s t s  o f  s e v e n  m e m b e r s :  f i v e  r e a l  e s t a t e  b r o k e r s  o r
a s s o c i a t e  b r o k e r s ,  a n d  t w o  p u b l i c  m e m b e r s  a p p o i n t e d  by  t h e  
G o v e r n o r ,  w i t h  c o n f i r m a t i o n  of t h e  L e g i s l a t u r e .

A R E C  s t a f f  c o n s i s t s  o f  a n  e x e c u t i v e  d i r e c t o r ,  t w o  h a l f - t i m e  
h e a r i n g  o f f i c e r s ,  a n  a u d i t o r ,  a l i c e n s i n g  e x a m i n e r ,  a c l e r k  
t y p i s t ,  a n d  a s e c r e t a r y .

P U R P O S E  A N D  S C O P E

O u r  r e v i e w  w a s  c o n d u c t e d  a t  t h e  r e q u e s t  o f  B a r b a r a  H i ll , 
C h a i r m a n  of  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n .  T h e  r e v i e w  h a d  
t w o  p u r p o s e s .  T h e  f i r s t  p u r p o s e  w a s  to a s s e s s  t h e  e f f e c t i v e n e s s  
a n d  e f f i c i e n c y  o f  A R E C  o p e r a t i o n s ,  s y s t e m s ,  a n d  m a n a g e m e n t  
m e t h o d s .  T h e  s e c o n d  p u r p o s e  w a s  t o  p r o v i d e  r e c o m m e n d a t i o n s  f or  
a n y  n e e d e d  i m p r o v e m e n t s  r e g a r d i n g  o p e r a t i n g  e f f i c i e n c y  a n d  
e f f e c t i v e n e s s  w h i c h  w o u l d  e n h a n c e  s e r v i c e  d e l i v e r y  o r  r e d u c e  
p r e s e n t  co s t s .

D u r i n g  o u r  r e v i e w ,  w e  p e r f o r m e d  t h e  f o l l o w i n g  steps :

R e v i e w e d  a p p l i c a b l e  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  A R E C  
p o l i c i e s  a n d  p r o c e d u r e s ;

I n t e r v i e w e d  C o m m i s s i o n  m e m b e r s  a n d  s t af f,  a n d  A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  o f f i c i a l s ;

D o c u m e n t e d  a n d  e v a l u a t e d  th e  C o m m i s s i o n ' s  w o r k l o a d s ,  
s t a f f i n g ,  a n d  m a n a g e m e n t  m e t h o d s ;

R e v i e w e d  a n d  a n a l y z e d  c u r r e n t  A R E C  s y s t e m s  a n d  
p r o c e d u r e s  fo r  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  a n d  r e n e w i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  
v i o l a t i o n s ,  a n d  a d j u d i c a t i n g  l i c e n s e  c o m p l a i n t s  a n d  
s u r e t y  f u n d  c l a i m s ;

R e v i e w e d  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  p r o c e d u r e s  o f  
o t h e r  s t a t es ' r e a l  e s t a t e  c o m m i s s i o n s ;  a n d

A t t e n d e d  t w o  C o m m i s s i o n  m e e t i n g s  a n d  t he  N a t i o n a l  
A s s o c i a t i o n  o f  R e a l  E s t a t e  L i c e n s e  L a w  O f f i c i a l s  
(NARELLO) a n n u a l  m e e t i n g .
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L I C E N S I N G

A R E C  l i c e n s i n g  r e s p o n s i b i l i t i e s  a r e  c r i t i c a l  to r e g u l a t i n g  the 
S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  T h e s e  r e s p o n s i b i l i t i e s  i n c l u d e  
e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  c o l l e c t i n g  l i c e n s e  fees, 
r e n e w i n g  l i c e n s e s ,  a n d  m a i n t a i n i n g  a c u r r e n t  l i c e n s e  r e g i s t e r .  
O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  it s o p e r a t i o n s  in  e a c h  
of t h e s e  a r e a s  as  d i s c u s s e d  b e l o w .

L I C E N S I N G  E X A M I N A T I O N

In A l a s k a ,  c a n d i d a t e s  f or  a r e a l  e s t a t e  l i c e n s e  m u s t  o a s s  a 
l i c e n s i n g  e x a m i n a t i o n .  C u r r e n t l y ,  a n  a v e r a g e  of 200 c a n d i d a t e s  
a m o n t h  t a k e  t h e  A l a s k a  r e a l  e s t a t e  l i c e n s i n g  e x a m i n a t i o n .  T h e  
E d u c a t i o n a l  T e s t i n g  S e r v i c e  ( E T S ) , w h i c h  is u n d e r  c o n t r a c t  to 
a d m i n i s t e r  t h e  e x a m i n a t i o n  s t a t e w i d e ,  p r o v i d e s  e a c h  c a n d i d a t e  
w h o  t a k e s  t h e  e x a m i n a t i o n  w i t h  a p a s s / f a i l  n o t i c e .  E T S  a l s o  
p r o v i d e s  A R E C  w i t h  a p a s s / f a i l  l i s t i n g  o n  m i c r o f i c h e .

C a n d i d a t e s  w h o  p a s s  t h e  l i c e n s i n g  e x a m i n a t i o n  m a y  a p p l y  to A R E C  
f o r  a r e a l  e s t a t e  l i c e n s e .  O n  t h e  l i c e n s e  a p p l i c a t i o n ,  
c a n d i d a t e s  m u s t  p r o v i d e  t h e  d a t e  t h e y  p a s s e d  t he  e x a m i n a t i o n  a n d  
th e e x a m i n a t i o n  site.  W i t h  t h i s  i n f o r m a t i o n ,  A R E C  c a n  v e r i f y  
w h e t h e r  c a n d i d a t e s  a c t u a l l y  p a s s e d  t h e  e x a m i n a t i o n  b y  c h e c k i n g  
t h e i r  n a m e s  on  th e ET S  p a s s / f a i l  l i s t i n g s .  H o w e v e r ,  o u r  r e v i e w  

f o u n d  t h a t  A R E C  h a s  b e e n  i s s u i n g  r e a l  e s t a t e  l i c e n s e s  w i t h o u t  
v e r i f y i n g  t h a t  c a n d i d a t e s  a c t u a l l y  p a s s e d  t he l i c e n s i n g  
e x a m i n a t i o n . A c c o r d i n g  t o . th e A R E C  l i c e n s e  e x a m i n e r ,  A R E C  h a s  
r e l i e d  on  i n f o r m a t i o n  p r o v i d e d  b y  c a n d i d a t e s  on  the  l i c e n s e  
a p p l i c a t i o n .

I s s u i n g  l i c e n s e s  w i t h o u t  v e r i f y i n g  e x a m i n a t i o n  r e s u l t s  d e f e a t s  
t h e  p u r p o s e  o f  e x a m i n i n g  l i c e n s e  c a n d i d a t e s .  By  n o t  v e r i f y i n g  
e x a m i n a t i o n  r e s u l t s ,  t h e r e  is a r e m o t e  p o s s i b i l i t y  t h a t  s o m e  
r e a l  e s t a t e  l i c e n s e s  h a v e  b e e n  i s s u e d  to c a n d i d a t e s  w h o  h a v e  
f a i l e d  t he  e x a m i n a t i o n  o r h a v e  n e v e r  t a k e n  the e x a m i n a t i o n .

L I C E N S E  F E E S

O u r  r e v i e w  f o u n d  t h a t  i n i t i a l  l i c e n s e  fees  w o u l d  be  m o r e  
e q u i t a b l e  if t h e  fe es  w e r e  p r o r a t e d  w i t h i n  th e  l i c e n s i n g  
b i e n n i u m . C u r r e n t l y ,  b r o k e r / a s s o c i a t e  b r o k e r  c a n d i d a t e s  a n a  
s a l e s p e r s o n  c a n d i d a t e s  m u s t  p a y  t h e  t o t a l  l i c e n s e  fe es  of $ 2 2 5  
a n d  $ 1 4 0  r e s p e c t i v e l y  w h e n  a p p l y i n g  fo r t h e i r  i n i t i a l  l i c e n s e s .  
C u r r e n t  A R E C  r e g u l a t i o n s  p r o h i b i t  p r o r a t i n g  f e e s  w i t h i n  t h e  
l i c e n s i n g  b i e n n i u m .  B y  n o t  p r o r a t i n g  fee s,  s o m e  n e w  l i c e n s e e s  
a r e  r e q u i r e d  to p a y  a n o t h e r  $ 2 2 5  o r  $ 1 4 0  in r e n e w a l  f e e s  e v e n  
t h o u g h  t h e i r  i n i t i a l  l i c e n s e s  w e r e  a p p l i e d  for an d  r e c e i v e d  a 
m o n t h  o r  tw o  p r i o r  to th e r e n e w a l  d a t e .
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If A R E C  w o u l d  p r o r a t e  i n i t i a l  l i c e n s e  fees, w e  e n v i s i o n  the f e e s  
b e i n g  p r o r a t e d  f r o m  th e f i r s t  o f  the m o n t h  f o l l o w i n g  d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  to d a t e  o f  r e n e w a l .  (The d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  w o u l d  b e  t h e  p o s t m a r k  d a t e  if
a p p l i c a t i o n  is m a i l e d  or  A R E C  r e c e i p t  d a t e  if a p p l i c a t i o n  is
d e l i v e r e d .)

L I C E N S E  R E N E W A L

O u r  r e v i e w  f o u n d  t h a t  l i c e n s e  r e n e w a l s  c o u l d  be a c c o m p l i s h e d  
m o r e  e f f i c i e n t l y  if l i c e n s e s  w e r e  r e n e w e d  b i e n n i a l l y  b a s e d  o n
e a c h  l i c e n s e e ' s  b i r t h d a y . C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  
a r e  r e n e w e d  b i e n n i a l l y  o n  the f i r s t  o f  F e b r u a r y  in e v e n - n u m b e r e d  
y e a r s .  T o  r e n e w  o v e r  5 , 0 0 0  l i c e n s e s  a t t h e  s a m e  time, A R E C  m u s t  
c o m m i t  t h e  m a j o r i t y  of  its s t a f f  to  s e n d  r e n e w a l  n o t i c e s ,  o p e n  
m a i l ,  r e c e i p t  fees, r e v i e w  r e n e w a l  a p p l i c a t i o n s ,  i s s u e  l i c e n s e s ,  
a n d  u p d a t e  l i c e n s e e  d a t a .  T h e  l a t e s t  l i c e n s e  r e n e w a l  in
F e b r u a r y  1984 r e q u i r e d  s t a f f  c o m m i t m e n t  f r o m  Dec*, m b e r  198 3 to 
M a y  1984. D u r i n g  t h i s  p e r i o d ,  o t h e r  A R E C  f u n c t i o n s  s u c h  as 
i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  m o n i t o r i n g  s u r e t y  f u n d  c l a i m  
h e a r i n g s ,  a n d  p u b l i s h i n g  t h e  A R E C  n e w s l e t t e r  w e r e  d i s r u p t e d .

B y  e s t a b l i s h i n g  t h e  l i c e n s e  r e n e w a l  d a t e  as the f i r s t  of  t h e  
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  A R E C  w o u l d  h a v e  t w e l v e  
l i c e n s e  r e n e w a l s  i n s t e a d  of  one. T h i s  r e n e w a l  p r o c e s s  w o u l d  
s p r e a d  t h e  a d m i n i s t r a t i v e  w o r k l o a d  o v e r  t h e  e n t i r e  y e a r  a l l o w i n g  
t i m e  for t h e  A R E C  s t a f f  t o  p e r f o r m  its o t h e r  f u n c t i o n s  w i t h  
m i n i m a l  d i s r u p t i o n .  B o t h  t h e  A R E C  e x e c u t i v e  d i r e c t o r  a n d  
l i c e n s e  e x a m i n e r  s u p p o r t  t h i s  r e n e w a l  p r o c e s s .  In a d d i t i o n ,  
r e a l  e s t a t e  c o m m i s s i o n s  i n  I d a h o ,  O r e g o n ,  a n d  W a s h i n g t o n  h a v e
s w i t c h e d  to t h i s  r e n e w a l  p r o c e s s  to  e l i m i n a t e  th e  b u r d e n  of
r e n e w i n g  a l l  l i c e n s e s  at th e s a m e  ti me.

If A R E C  w o u l d  e s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  b a s e d  o n  e a c h  
l i c e n s e e ' s  o i r t h d a y ,  w e  e n v i s i o n  a t r a n s i t i o n  r e n e w a l  in 
F e b r u a r y  1986. L i c e n s e s  w o u l d  be  r e n e w e d  f r o m  F e b r u a r y  1, 1986,  
to t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y  in 
1987. T o t a l  renev/al f e e s  ( l i c e n s e  a n d  s u r e t y  fees) w o u l d  be 
p r o r a t e d  b a s e d  on th e s c h e d u l e  s h o w n  o n  t h e  f o l l o w i n g  pa g e .



B i r t h d a y  D a t e  L i c e n s e  B r o k e r / A s s o c i a t e  B r o k e r  S a l e s p e r s o n  
M o n t h  R e n e w e d  to _______ R e n e w a l  F e e s ________  R e n e w a l  F o e s

J a n u a r y F e b r u a r y  1, 1987 $ 1 1 3 $ 70

F e b r u a r y M a r c h  1, 1987 122 76

M a r c h A p r i l  1, 1987 131 82

A p r i l M a y  1, 1987 141 88

M a y J u n e  1, 1987 150 93

J u n e J u l y  1, 1987 159 99

J u l y A u g u s t  1, 1 9 87 169 105

A u g u s t S e p t e m b e r  1, 1987 178 111

S e p t e m b e r O c t o b e r  1, 19 87 188 117

O c t o b e r N o v e m b e r  1, 1 9 87 197 123

N o v e m b e r D e c e m b e r  1, 19 87 206 128

D e c e m b e r J a n u a r y  1, 19 87 216 134

T h e  n e x t l i c e n s e  r e n e w a l  w o u l d  b e t w o  y e a r s f r o m  t h e  a b o v e  <
a n d  b i e n n i u m  r e n e w a l  f e e s  f o r  b r o k e r s / a s s o c i a t e  b r o k e r s  a n d  
s a l e s p e r s o n s  w o u l d  be $ 2 2 5  a n d  $ 1 4 0  r e s p e c t i v e l y .

L I C E N S E  C E R T I F I C A T E

F o r  l i c e n s e  r e n e w a l s  p r i o r  t o  t h e  F e b r u a r y  1984 r e n e w a l ,  A R E C  
p r o v i d e d  l i c e n s e e s  w i t h  l i c e n s e  c e r t i f i c a t e s  t h a t  w e r e  v a l i d  fo r 
o n l y  o n e  l i c e n s i n g  b i e n n i u m .  H o w e v e r ,  for t h e  F e b r u a r y  1984  
r e n e w a l ,  A R E C  p r o v i d e d  l i c e n s e e s  w i t h  c e r t i f i c a t e s  t h a t  a r e  to 
b e  v a l i d  f o r  f i v e  l i c e n s i n g  b i e n n i u m s .  E a c h  l i c e n s e  c e r t i f i c a t e  
h a s  f i v e  s p a c e s  f or  r e n e w a l  v a l i d a t i o n  s t i c k e r s .  T h i s  u s e  of 
v a l i d a t i o n  s t i c k e r s  is s i m i l a r  to t h e  s y s t e m  u s e d  f o r  m o t o r  
v e h i c l e  l i c e n s i n g .

W e  s u p p o r t  t h e  u s e  o f  v a l i d a t i o n  s t i c k e r s  i n s t e a d  of p r i n t i n g  
a n d  i s s u i n g  n e w  l i c e n s e  c e r t i f i c a t e s  at  e a c h  r e n e w a l .  H o w e v e r ,  
w e  b e l i e v e  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e s  c o u l d  be 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  b y  c o n t i n u i n g  to o l a c e  n e w  
v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s ^  R e a l  e s t a t e  

c o m m i s s i o n s  in M o n t a n a ,  R h o d e  I s l a n d ,  S o u t h  D a k o t a ,  a n d  
T e n n e s s e e  c u r r e n t l y  h a v e  p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  w i t h  

v a l i d a t i o n  s t i c k e r s .

j

I
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E X P I R E S
6 - 1 - 8 7

If A R E C  w o u l d  e s t a b l i s h  t he  l i c e n s e  r e n e w a l  d a t e  as th e f i r s t  of 
the m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  w e  e n v i s i o n  the 
v a l i d a t i o n  s t i c k e r s  to r e a d  as s h o w n  in the e x a m p l e  b e l o w .

E X A M P L E

F o r  a l i c e n s e e  w i t h  a b i r t h d a y  on M a y  3, the  
f o l l o w i n g  v a l i d a t i o n  s t i c k e r  w o u l d  b e  s e n t  
to th e l i c e n s e e  at  th e  F e b r u a r y  1, 1986
r e n e w a l :

D u r i n g  M a y  1 9 8 7 ,  t h e  l i c e n s e  w o u l d  a g a i n  be 

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

w o u l d  be s e n t  to t h e  l i c e n s e e :

E X P I R E S

6 - 1 - 8 9

L I C E N S E E  R E G I S T E R

A R E C  is r e q u i r e d  b y  s t a t u t e  to m a i n t a i n  a c u r r e n t  r e g i s t e r  o f  
l i c e n s e s .  A R E C  c u r r e n t l y  m a i n t a i n s  a n  a l p h a b e t i c a l  r e g i s t e r  o f  
l i c e n s e e s  on  i t s  W a n g  w o r d  p r o c e s s o r .  T h e  r e g i s t e r  is k e p t  o n  
23 s e p a r a t e  s y s t e m  d o c u m e n t s  w h i c h  g r o u p  l i c e n s e e s  
a l p h a b e t i c a l l y  b y  t h e  f i r s t  l e t t e r  o f  t h e i r  l a s t  n a m e s .  F o r  
e a c h  l i c e n s e e ,  th e  r e g i s t e r  p r o v i d e s  th e  l i c e n s e e ' s  r e a l  e s t a t e  
o f f i c e  a n d  a d d r e s s ,  l i c e n s e  n u m b e r ,  a n d  l i c e n s e  e x p i r a t i o n  d a t e  
( c u r r e n t l y  J a n u a r y  31, 1986  f o r  a l l  l i c e n s e e s ) .

W e  r e v i e w e d  th e  a c c u r a c y  o f  t h e  A R E C  l i c e n s e e  r e g i s t e r  b y  
c o m p a r i n g  its c o n t e n t s  w i t h  a c u r r e n t  l i c e n s e e  r e g i s t e r  p r o v i d e d  
b y  the A n c h o r a g e  M u l t i p l e  L i s t i n g  S e r v i c e  ( M L S ) . O u r  r e v i e w  
f o u n d  i n a c c u r a c i e s  in t h e  A R E C  l i c e n s e e  r e g i s t e r . S p e c i f i c a l l y ,  

w e  f o u n d :

T he  A R E C  r e g i s t e r  d i d  n o t  a c c o u n t  for s o m e  l i c e n s e e s . 
D u r i n g  o u r  r e v i e w ,  w e  f o u n d  f i v e  l i c e n s e d  r e a l  e s t a t e  
a g e n t s  ( i n c l u d i n g  o n e  b r o k e r )  n o t  l i s t e d  on  th e

-7-
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r e g i s t e r .  E a c h  of  t h e s e  l i c e n s e e s  ar e  a c t i v e l y  
e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .

T h e  A R E C  r e g i s t e r  l i s t e d  s o m e  l i c e n s e e s  t w i c e  - or.ce 
as a c t i v e  and  o n c e  as i a o s e d .

T h e  A R E C  r e g i s t e r  d i d  not h a v e  c u r r e n t  c o m p a n y  n a m e s  
a n d  a d d r e s s e s  for s o m e  r e a l  e s t a t e  f i r m s .

C o n c e r n i n g  l i c e n s e e s  n o t  a c c o u n t e d  f or  o n  th e r e g i s t e r ,  th e A R E C  
l i c e n s i n g  e x a m i n e r  t o l d  us t h a t  h e r  p r e d e c e s s o r  f a i l e d  to e n t e r  
s o m e  l i c e n s e e s  o n  t he  r e g i s t e r  d u r i n g  th e 1982 r e n e w a l .  
S p e c i f i c a l l y ,  t h e s e  l i c e n s e e s  i n c l u d e d  s o m e  b r o k e r s  w i t h  l o w  
l i c e n s e  n u m b e r s  a n d  s o m e  l i c e n s e e s  w i t h  l i c e n s e  n u m b e r s  b e t w e e n  
7 0 0 0  a n d  7999.

L a p s e d  L i c e n s e s

T h e  A R E C  l i c e n s i n g  e x a m i n e r  e s t i m a t e s  t h a t  1 , 00 0 l i c e n s e e s  on 
th e  A R E C  l i c e n s e e  r e g i s t e r  h a v e  l a p s e d  l i c e n s e s .  G i v e n  t h e  
i n a c c u r a c i e s  f o u n d  in the A R E C  l i c e n s e e  r e g i s t e r ,  w e  a r e  
c o n c e r n e d  t h a t  s o m e  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  m a y  n o r  h a v e  
r e c e i v e d  n o t i c e s  of the  F e b r u a r y  1 9 8 4  l i c e n s e  r e n e w a l .  T h o u g h  
l i c e n s e e s  h a v e  t he r e s p o n s i b i l i t y  to r e n e w  t h e i r  l i c e n s e s  w i t h  
o r  w i t h o u t  r e n e w a l  n o t i c e s ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  m a k e  a n  
a t t e m p t  to i d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .  F o r  e x a m p l e ,  A R E C  
c o u l d  s e n d  a n o t i c e  to b r o k e r s  i n s t r u c t i n g  t h e  b r o k e r s  to v e r i f y  
t he  l i c e n s e  s t a t u s  of e a c h  a s s o c i a t e  b r o k e r  and s a l e s p e r s o n  
u n d e r  t h e i r  s u p e r v i s i o n .

R E C O M M E N D A T I O N S

I n  t h e  a r e a  of l i c e n s i n g ,  w e  r e c o m m e n d  t h a t  A R E C :

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

o u r  u n d e r s t a n d i n g  t h a t  t h e  A R E C  l i c e n s e  e x a m i n e r  ha s  
a l r e a d y  b e e n  i n s t r u c t e d  b y  t h e  e x e c u t i v e  d i r e c t o r  to 
i m p l e m e n t  t h i s  r e c o m m e n d a t i o n .

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

3. E s t a b l i s h  the l i c e n s e  r e n e w a l  d a t e  as the f i r s t  o f  the 
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y .

4. U s e  th e c u r r e n t  t e n - v e a r  l i c e n s e  c e r t i f i c a t e  as a 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e  b y  c o n t i n u i n g  to p l a c e  
n e w  v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s .
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U p d a t e  t h e  l i c e n s e e  r e g i s t e r .  F o r  a c o s t  o f  $85, W a n g  
L a b o r a t o r i e s  c o u l d  t a k e  t h e  23 s y s t e m  d o c u m e n t s  o f  t h e  
c u r r e n t  a l p h a b e t i c a l  r e g i s t e r  a n d  p r o v i d e  A R E C  w i t h  a 
r e g i s t e r  in s e q u e n t i a l  o r d e r  b y  l i c e n s e  n u m b e r .  T h i s  
n e w  r e g i s t e r  c o u l d  t h e n  b e c o m p a r e d  w i t h  i n f o r m a t i o n  
in t he  C o m m i s s i o n ' s  h a r d - c o p y  l i c e n s e  f o l d e r s  w h i c h  
are  a l s o  k e p t  in s e q u e n t i a l  o r d e r  b y  l i c e n s e  n u m b e r .  
T h i s  r e g i s t e r  c o u l d  a l s o  be  c o m p a r e d  w i t h  an  A R E C  
n o t e b o o k  w h i c h  r e c o r d e d  l i c e n s e  i s s u e s  in s e q u e n t i a l  
o r d e r  p r i o r  to u s e  o f  t h e  w o r d  p r o c e s s o r .

I n i t i a t e  a c o o p e r a t i v e  i n f o r m a t i o n  n e t w o r k  b e t w e e n  th e  
C o m m i s s i o n ,  A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s ,  a n d  
m u l t i p l e  l i s t i n g  s e r v i c e s  to p e r i o d i c a l l y  c o m p a r e  e a c h  
o t h e r ' s  l i c e n s e e  r e g i s t e r s .

I d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .  A R E C  c o u l d  
s e n d  a n o t i c e  t o  b r o k e r s  i n s t r u c t i n g  t h e  b r o k e r s  to 
v e r i f y  t h e  l i c e n s e  s t a t u s  o f  e a c h  a s s o c i a t e  b r o k e r  a n d  
s a l e s p e r s o n  u n d e r  t h e i r  s u p e r v i s i o n .



L I C E N S E  C O M P L A I N T S

A s  a r e g u l a t o r y  a g e n c y ,  A R E C  is r e s p o n s i b l e  for i n v e s t i g a t i n g  
c o m p l a i n t s  a l l e g i n g  l i c e n s e e  v i o l a t i o n s  o f  S t a t e  s t a t u t e s  or 
r e g u l a t i o n s .  A R E C  is a l s o  r e s p o n s i b l e  f or  s u s p e n d i n g  or 
r e v o k i n g  l i c e n s e s  o f  r e a l  e s t a t e  l i c e n s e e s  w h o  a c t u a l l y  v i o l a t e  

s t a t u t e s  o r  r e g u l a t i o n s .  O u r  r e v i e w  f o u n d  t h a t  ApfsC c o u l d  
i m p r o v e  its o p e r a t i o n s  in e a c h  o f  t h e s e  a r e a s  as d i s c u s s e d  
b e l o w .

C O M P L A I N T  S T A T I S T I C S

A s  o f  S e D t e m b e r 14, 1984, A R E C  s h o w e d  th e fo l l o w i n g  l i c e n s e
c o m p l a i n t  s t a t i s t i c s  :

Y e a r T o t a l T o t a l T o t a l
C o m p l a i n t s C o m D l a i n t s C o m D l a i n t s C o m o l a i n t s

F i l e d F i l e d C l o s e d O c e n

197 7 86 85 1
1978 108 99 Q
1979 203 200 3
19 80 114 110 4
1981 119 1 0 1 IS
19 82 151 115 3 6
198 3 184 103 81

1984 to d a t e 170 54 116

T o t a l 1 , 1 3 5 867 268

Of  t h e  268 o p e n  c o m D l a i n t s , o n l y  24 c o m o l a i n t s w e r e  d e s i c c a t e d
as beii c in a c t ive i n v e s t : g a t r o n  a n d  17 w e r e  desicr.ated as
h a v i n g  l i c e n s e  a c t i o n s  in o r o c r e s s .  T h e  . e m a i n i n g  2
c a s e s  w e r e  in b a c k l o g  status,

/ o c e n

W e  r e v i e w e d  61 o f  a p p r o x i m a t e l y  240 c l o s e d  l i c e n s e  comoiair.ts 
w h i c h  w e r e  in A R E C  f i l e s  a w a i t i n g  c l o s u r e  l e t t e r s .  O u r  r e v i e w  
f o u n d  t h a t  th e  a v e r a c e  p r o c e s s i n g  t i m e  fo r t h e s e  c o m p l a i n t : : r o m
d a t e  of c o m p l a i n t  f i l i n g  to d a t e  o f  r e c o m m e n d e d  c l o s u r e  w a s  14 
m o n t h s .

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

O u r  r e v i e w  f o u n d  t h a t  A R E C  l a c k s  a f o rm al , c c r u c t u r e d  p r o c e d u r e  
for p r o c e s s i n g  L i c e n s e  c o m p l a i n t s .  A R E C  c u r r e n t l y  p r o c e s s e s  
c o m p l a i n t s  b a s e d  on i n f o r m a l  p r o c e d u r e s  e s t a b l i s h e d "  b v  th e 
e x e c u t i v e  d i r e c t o r  a n d  a u d i t o r .  W e  b e l i e v e  t h e s e  p r o c e d u r e s  
w e r e  i m p l e m e n t e d  b e f o r e  b e i n g  f u l l y  d e v e l o p e d  a n d  a r e  c u r r e n t l y
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i n e f f e c t i v e  a n d  i n e f f i c i e n t .  E x a m p l e s  o f  t h e s e  p r o c e d u r e s  a r e  
s h o w n  b e l o w .

1. F o r  e a c h  c o m p l a i n t  a c t i v e l y  i n v e s t i g a t e d ,  A R E C  h a s  a
p r o c e d u r e  to f o r w a r d  a c o p y  of t he  c o m p l a i n t  f i l e  to 
a n  A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  s u p p o s e d l y  
b e c o m e s  an " i n v e s t i g a t i n g  c o m m i s s i o n e r "  w h o  w i l l
a s s i s t  t he  A R E C  a u d i t o r  d u r i n g  the i n v e s t i g a t i o n .
H o w e v e r ,  w e  f o u n d  t h a t  n e i t h e r  th e a u d i t o r  n o r  
c o m m i s s i o n e r s  k n o w  w h a t  is e x p e c t e d  o f  t he
" i n v e s t i g a t i n g  c o m m i s s i o n e r . " T h e  p r o c e d u r e  h a s  n e v e r  
b e e n  f o r m a l i z e d  to i d e n t i f y  t h e  c o m m i s s i a  ers' 
i n v e s t i g a t i v e  d u t i e s .

2. F o r  e a c h  c o m p l a i n t  r e c o m m e n d e d  fo r c l o s u r e ,  A R E C  h a s  a
p r o c e d u r e  to f o r w a r d  the o r i g i n a l  c o m p l a i n t  f i l e  to a n
A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  is s u p p o s e d  to 
r e v i e w  th e file, a p p r o v e  or  d i s a p p r o v e  t h e  c l o s u r e
r e c o m m e n d a t i o n ,  a n d  r e t u r n  t he  f i l e  to the  A R E C
a u d i t o r .  D u r i n g  t he  n e x t  C o m m i s s i o n  m e e t i n g ,  t h e s e  
c o m p l a i n t s  a p p r o v e d  for c l o s u r e  b y  i n d i v i d u a l  
c o m m i s s i o n e r s  a r e  o f f i c i a l l y  v o t e d  c l o s e d  b y  th e
e n t i r e  C o m m i s s i o n .  W e  q u e s t i o n  t he  e n t i r e  C o m m i s s i o n  
v o t i n g  to c l o s e  c o m p l a i n z s  w h e n  r h e  c c m p l a i n u s  w e r e  
o n l y  r e v i e w e d  b y  o n e  c o m m i s s i o n e r .  We  a l s o  q u e s t i o n  
the m a i l i n g  of o r i g i n a l  c o m p l a i n t  f i l e s  to
c o m m i s s i o n e r s ,  e s p e c i a l l y  w h e n  w e  w e r e  tol d t h a t  f o u r  

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

W e  b e l i e v e  t h a t  A R E C  n e e d s  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  fo r
p r o c e s s i n g  c o m p l a i n t s  f r o m  d a t e  o f i n i t i a l  i n q u i r y  to c o m p l e t i o n
of h e a r i n g . T h e  p r o c e d u r e  s h o u l d  p r o v i d e  a s e q u e n c e  of

p r o c e s s i n g  s t a g e s  a n d  i n t e r n a l  t i m e  s t a n d a r d s  ( p r o c e s s i n g  d a y s  
f r o m  d a t e  of c o m p l a i n t  fi l in g)  . W e  a l s o  b e l i e v e  t h a t  t h e  
p r o c e s s i n g  s t a g e s  s h o u l d  be s u p p o r t e d  b y  s t a t u t e s  a n d  
r e g u l a t i o n s .

If A R E C  w o u l d  e s t a b l i s h  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f or  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s ,  w e  e n v i s i o n  t he  f o l l o w i n g  m a j o r  
p r o c e s s i n g  s t a g e s ,  i n t e r n a l  t i m e  s t a n d a r d s ,  a n d  n e e d e d  s t a t u t e  
a n d  r e g u l a t i o n  s e c t i o n s :

P r o c e s s i n g  I n t e r n a l  T i m e  S t a t u t e  R e g u l a t i o n
S t a g e  S t a n d a r d  S e c t i o n  S e c t i o n

1. I N Q U I R Y

A R E C  d o c u m e n t s  the A c c e p t a n c e  of
v o l u m e  a n d  n a t u r e  o f  I n q u i r y
q u e s t i o n s  a n s w e r e d

a n d  p r o b l e m s  r e s o l v e d  R e c o r d  of

b y t e l e p h o n e ,  m a il , I n q u i r y
a n d  p e r s o n a l  c o n t a c t .
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P r o c e s s i n g  
S t aa e

I n t e r n a l  T i m e  S t a t u t e
S t a n d a r d  S e c t i o n

R e g u l a t i o n
S e c t i o n

C O M P L A I N T  C o m p l a i n t

A R E C  s e n d s  a 10 d a y s
c o p y  o f  t he  
c o m p l a i n t  a n d  
a n i n t e r r o g a t o r y  
to r e s p o n d e n t .

R e s p o n d e n t  30 d a y s
p r o v i d e s  A R E C  
w i t h  c o m p l e t e d  
i n t e r r o g a t o r y .

S T A F F  I N V E S T I G A T I O N  I n v e s t i g a t i o n

A R E C  p r e p a r e s  
an  i n v e s t i g a t i v e  
p l a n  of a c t i o n .

A f t e r  i n v e s t i g a­
tion , A R E C  m a k e s  
a d e t e r m i n a t i o n  
w h e t h e r  or  n o t  
c o m p l a i n t  is 
s u p p o r t e d  b y 
s u b s t a n t i a l  
e v i d e n c e .

4. S T I P U L A T I O N  S t i p u l a t i o n

If t h e  c o m p l a i n t  120 d a y s  
is s u p p o r t e d  
b y  s u b s t a n t i a l  
e v i d e n c e ,  A R E C  
p r o v i d e s  r e s p o n d e n t  
w i t h  p r o p o s e d  t e r m s  
of  s t i p u l a t i o n ,  i.e., 
l i c e n s e  s u s p e n s i o n  
fo r s p e c i f i c  t i m e  
p e r i o d .

R e s p o n d e n t  150 d a y s

a c c e p t s  or
r e j e c t s  t he
p r o p o s e d
s t i p u l a t i o n .

45 d a y s

90 d a y s

C o m p l a i n t s  by 
I n d i v i d u a l s

C o m p l a i n t s  by 
C o m m i s s i o n

I n ve sr . i g a u i o n
P r o c e d u r e s

D e t e r m i n a t i o n
P r o c e d u r e s

S t i p u l a t i o n
P r o c e d u r e s
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P r o c e s s i n g  
S t a g e ____

I n t e r n a l  T i m e  S t a t u t e
S t a n d a r d  S e c t i o n

R e g u l a t i o n
S e c t i o n

5. H E A R I N G

If p r o p o s e d  
s t i p u l a t i o n  
is r e j e c t e d  
by  r e s p o n d e n t ,  
a h e a r i n g  
c o m m e n c e s .

I S O  d a v s

H e a r i n g

O r d e r

Commencement 
of H e a r i n g  
P r o c e s s

S u b p o e n a s

N o t i c e  cf 
H e a r i n n

C o n d u c t  cf 
H e a r i n g

H e a r i n g  
O f f i c e r 's 
R e c o m m e n d e d  
D e c i s i o n

O r d e r s  by 
C o m m i s s i o n

H e a r i n g  R e c o r d

3 y  e s t a b l i s h i n g  a c o m p l a i n t  p r o c e s s i n g  p r o c e d u r e  s u p p o r t e d  b y  
i n t e r n a l  t i m e  s t a n d a r d s ,  s t a t u t e s ,  a n d  r e g u l a t i o n s , w e  b e l i e v e  
t h a t  A R E C  w o u l d  b e  m o r e  a c c o u n t a b l e  to l i c e n s e e s  a n d  the t u b l i c .

IN V E S T I G A T O R

T h e  A R E C  a u d i t o r  is r e s p o n s i b l e  for i n v e s t i g a t i n g  l i c e n s e  
c o m p l a i n t s  f i l e d  w i t h  the C o m m i s s i o n .  T h e  a u d i t o r  is an 
A c c o u n t a n t  III w i t h  no p r i o r  i n v e s t i g a t i v e  e x p e r i e n c e .

C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  " t h e  e x e c u t i v e  d i r e c t o r  s h a l l  
a p p o i n t ,  w i t h  a p p r o v a l  of the  c o m m i s s i o n ,  a f u l l - t i m e  
i n v e s t i g a t o r  or a u d i t o r ." W e  u n d e r s t a n d  t h a t  a n  a u d i t o r  w a s  
a p p o i n t e d  b e c a u s e  i n v e s t i g a t i o n s  m a y  i n v o l v e  a u d i t s  of  b r o k e r  

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

W e  b e l i e v e  A R E C  s h o u l d  r e - e v a l u a t e  its i n v e s t i g a t o r  p o s i t i o n . 
In o u r  o p i n i o n ,  t h e  S t a t e ' s  c l a s s  s p e c i f  i c a t i o n  776"3, 
I n v e s t i g a t o r  III, i n c l u d e s  the k n o w l e d g e  a n d  s k i l l s  n e e d e d  b y  
A R E C .  W e  n o t e  t h a t  e a c h  i n v e s t i g a t o r  w i t h i n  the S t a t e ' s  
D i v i s i o n  of  O c c u p a t i o n a l  L i c e n s i n g  is an  I n v e s t i g a t o r  III.
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C l o s u r e  L e t t e r s a

A R E C  c u r r e n t l y  h a s  a b o u t  240 c l o s e d  l i c e n s e  c o m p l a i n t s  w h i c h  a r e  
a w a i t i n g  c l o s u r e  l e t t e r s  t o  c o m p l a i n a n t s  a n d  r e s p o n d e n t s .  T h e s e  
c o m p l a i n t s  w e r e  c l o s e d  b y  t h e  C o m m i s s i o n  b e t w e e n  1982  a n d  1984. 
G i v e n  t h a t  th e u s u a l  l i c e n s e  c o m p l a i n t  i n v o l v e s  tw o  b r o k e r s ,  t w o  
s a l e s p e r s o n s ,  a n d  a c o m p l a i n a n t ,  w e  e s t i m a t e  t h a t  a p p r o x i m a t e l y  
960 r e s p o n d e n t s  an d 240 c o m p l a i n a n t s  h a v e  no t  r e c e i v e d  c l o s u r e  
l e t t e r s .

W e b e l i e v e  t h a t  A R E C  ha s  th e  r e s p o n s i b i l i t y  to p r o v i d e  
c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i t h  p r o m p t  n o t i c e s  of c o m p l a i n t  
c l o s u r e s . A R E C  c u r r e n t l y  h a s  a r o r m  l e t t e r  w h i c h  c o u l d  be  
p r e p a r e d  i m m e d i a t e l y  f o l l o w i n g  c l o s u r e s .

F o r  t h e  240 c l o s e d  l i c e n s e  c o m p l a i n t s  c u r r e n t l y  a w a i t i n g  c l o s u r e  
l e t t e r s ,  A R E C  s h o u l d  c o n s i d e r  e m p l o y i n g  a s t u d e n t  i n t e r n  or  
o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t h e  e s t i m a t e d  1 , 2 0 0  c l o s u r e  
le t t e r s .  G i v e n  t h a t  s o m e  o f  t h e s e  c o m p l a i n t s  w e r e  f i l e d  y e a r s  
ago, th e m a i l i n g  a d d r e s s e s  o f  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i l l  
h a v e  to b e v e r i f i e d .

C O M P L A I N T  C L O S U R E

O u r  r e v i e w  f o u n d  t h a t  t h e  m a j o r i t y  o f  c o m o l a i n t s  c l o s e d  b y  A R E C  
a r e  c l o s e d  for the r e a s o n  of l i m i t e d  s t a r !  r e s o u r c e s ,  nor, l a c k  

of subst.ar.riai e v i d e n c e . W e  r e v i e w e d  61 o f a p p r o x i m a t e l y  24 0 
c l o s e d  c o m p l a i n t s  w h i c h  w e r e  in A R E C  f i l e s  a w a i t i n g  c l o s u r e  
l e t t e r s .  A l m o s t  a l l  o f  t h e  c o m p l a i n t s  w e  r e v i e w e d  w e r e  v o t e d  
c l o s e d  b y  t h e  C o m m i s s i o n  " w i t h o u t  p r e j u d i c e "  —  m e a n i n g  t h a t  th e  
c o m p l a i n t s ,  if i n v e s t i g a t e d ,  w o u l d  p r o b a b l y  p r o v e  t h a t  l i c e n s e  
v i o l a t i o n s  o c c u r r e d ,  b u t  t h e  v i o l a t i o n s  a r e  p r o b a b l y  n o t  s e v e r e  
e n o u g h  for u s i n g  s t a f f  r e s o u r c e s  to  i n v e s t i g a t e .  T h o u g h  th e  A R E C  
a u d i t o r  t o l d  us t h a t  t h e s e  c o m p l a i n t s  c o u l d  b e  r e o p e n e d  f or  
i n v e s t i g a t i o n  at  a l a t e r  tim e,  w e  q u e s t i o n  the c l o s i n g  of  
c o m p l a i n t s  w h i c h  m a y  b e s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e .  W e  
a l s o  q u e s t i o n  t he t i m e  a n d  m o n e y  s o e n t  to o f f i c i a l l y  c l o s e  
c o m p l a i n t s  w h i c h  m a y  b e  r e o p e n e a ;  i. e., m a i l i n g  c o m p l a i n t  f i l e s  
t o / f r o m  c o m m i s s i o n e r s  for r e v i e w  of  s t a f f  r e c o m m e n d e d  c l o s u r e s  
a n d  v o t i n g  to o f f i c i a l l y  c l o s e  c o m o l a i n t s  at  C o m m i s s i o n  
m e e t i n g s ._

I f A R E C  w o u l d  d i s c o n t i n u e  t h e  c l o s i n g  o f  c o m p l a i n t s  " w i t h o u t  
p r e j u d i c e , "  w e  e n v i s i o n  t h e  f o l l o w i n g  c o m p l a i n t  c l o s u r e  p r o c e s s :

1. A f t e r  r e c e i p t  of t h e  r e s r  T . d e n t 1 s c o m p l e t e d  
i n t e r r o g a t o r y  ( w i t h i n  30 d a y s  oi c o m p l a i n t  f i l i n g ) , 
A R E C  s t a f f  m a k e s  a d e t e r m i n a t i o n  b a s e d  o n  the w e i g h t  
o f t h e  e v i d e n c e  w h e t h e r  o r  n o t  th e - cmplai.it w a r r a n t s  
f u r t h e r  i n v e s t i g a t i o n .



2. If t he  A R E C  s t a f f  d e t e r m i n e s  t h a t  t he  c o m p l a i n t  d o e s  
no t  w a r r a n 1- f u r t h e r  i n v e s t i g a t i o n ,  t h e  s t a f f
a d m i n i s t r a t i v e l y  c l o s e s  t h e  c o m p l a i n t  a n d  n o t i f i e s  t h e  
c o m p l a i n a n t  a nd r e s p o n d e n t .  By r e g u l a t i o n ,  th e
c o m p l a i n a n t  m a y  a p p l y  to t h e  C o m m i s s i o n ' s  c h a i r m a n  for 
a r e c o n s i d e r a t i o n  o f  t h e  s t a f f ' s  d e t e r m i n a t i o n  to 
c l o s e  the c o m p l a i n t .  T h e  a p p l i c a t i o n  m u s t  b e  in 
w r i t i n g  a n d  f i l e d  w i t h i n  30 d a y s  a f t e r  r e c e i p t  of 
c l o s u r e  n o t i c e  u n l e s s  t he  c h a i r m a n  g r a n t s  an
e x t e n s i o n .  T h e  c h a i r m a n  w i l l  r e v i e w  th e e n t i r e
c o m p l a i n t  f i l e  a n d  m a y  h e a r  o r a l  a r g u m e n t  f r o m  the 
p a r t i e s .  If the c h a i r m a n  g r a n t s  the c o m p l a i n a n 1 s 
a p p l i c a t i o n  for r e c o n s i d e r a t i o n ,  t he  c h a i r m a n  w i l l
r e m a n d  t h e  c o m p l a i n t  t o  s t a f f  to r  f u r t h e r
i n v e s t i g a t i o n .

L I C E N S E  A C T I O N

If A R E C  p r o v e s  t h a t  a l i c e n s e e  h a s  v i o l a t e d  S t a t e  s t a t u t e s  o r  
r e g u l a t i o n s ,  t h e  l i c e n s e e ' s  r e a l  e s t a t e  l i c e n s e  c o u l d  be r e v o k e d  
or  s u s p e n d e d  b y  t h e  C o m m i s s i o n .  H o w e v e r ,  w e  f o u n d  t h a t  a b r o k e r  
or a s s o c i a t e  b r o k e r  is s t i l l  " e n t i t l e d "  to a s a l e s p e r s o n  l i c e n s e  
e v e n  t h o u g h  A R E C  r e v o k e s  the b r o k e r  or a s s o c i a t e  b r o k e r  l i c e n s e . 
C u r r e n t  A R E C  s t a t u t e  0 8 . 3 8 . 1 7 1 ,  E n t i t l e m e n t  to L i c e n s e ,  h a s  n o  
p r o v i s i o n  for b a r r i n g  a b r o k e r ' s  or a s s o c i a t e  b r o k e r ' s  
e n t i t l e m e n t  to  a s a l e s p e r s o n  l i c e n s e  a f t e r  r e v o c a t i o n  o f  the  
b r o k e r  or a s s o c i a t e  b r o k e r  l i c e n s e .

If A R E C  w o u l d  r e v i s e  its l i c e n s e  e n t i t l e m e n t  s t a t u t e ,  w e  
e n v i s i o n  t h e  f o l l o w i n g  s t a t u t o r y  c h a n g e s :

1. C h a n g e  AS  0 8 . 8 8 . 1 7 1  f r o m  " E n t i t l e m e n t  to L i c e n s e "  to 
" E l i g i b i l i t y  for L i c e n s e . "

2. I n c l u d e  in A S  0 8 . 8 8 . 1 7 1  a p r o v i s i o n  t h a t  l i c e n s e e s  
l o s e  t h e i r  e l i g i b i l i t y  f or  a l l  l i c e n s e s  u p o n  l i c e n s e  
r e v o c a t i o n .  A l s o ,  i n c l u d e  a p r o v i s i o n  t h a t  l i c e n s e  
e l i g i b i l i t y  c a n  o n l y  b e  r e i n s t a t e d  b y  th e C o m m i s s i o n .

R E C O M M E N D A T I O N S

In t h e  a r e a  of l i c e n s e  c o m p l a i n t s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a f o r ma l,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s .  T h e  p r o c e d u r e  s h o u l d  
i n c l u d e  a s e q u e n c e  of p r o c e s s i n g  a t a g e s  w i t h  i n t e r n a l  
t i m e  s t a n d a r d s .  T h e  p r o c e s s i n g  s t a g e s  s h o u l d  be 
s u p p o r t e d  b y  s t a t u t e s  a n d  r e g u l a t i o n s .
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R e - e v a l u a t e  th e i n v e s t i g a t o r  p o s i t i o n .  W e  b e l i e v e  
t h a t  t he  p o s i t i o n  r e q u i r e s  t h e  k n o w l e d g e  a nd  s k i l l s  of 
an I n v e s t i g a t o r  III# n ot  an A c c o u n t a n t  III.

D i s c o n t i n u e  c l o s i n g  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e . "  
W e  b e l i e v e  A R E C  s h o u l d  e s t a b l i s h  an a d m i n i s t r a t i v e  
c l o s u r e  p r o c e s s  for c o m p l a i n t s .

P r o v i d e  c o m p l a i n a n t s  and r e s p o n d e n t s  w i t h  c l o s u r e  
l e t t e r s  i m m e d i a t e l y  f o l l o w i n g  c o m p l a i n t  c l o s u r e s .  F o r  
t he  a p p r o x i m a t e l y  240 c l o s e d  c o m p l a i n t s  c u r r e n t l y  
a w a i t i n g  c l o s u r e  l e t t e r s ,  A R E C  s h o u l d  e m p l o y  a s t u d e n t  
i n t e r n  o r  o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t he  
e s t i m a t e d  1 , 2 0 0  l e t t e r s .

R e v i s e  its l i c e n s e  e n t i t l e m e n t  s t a t u t e  to r e a d  
" E l i g i b i l i t y  for L i c e n s e "  a n d  i n c l u d e  a p r o v i s i o n  t h a t  
l i c e n s e e s  l o s e  t h e i r  e l i g i b i l i t y  for  a l l  l i c e n s e s  u p o n  
l i c e n s e  r e v o c a t i o n .



S U R E T Y  F U N D  C L A I M S

In 19 74  the R e a l  E s t a t e  S u r e t y  F u n d  w a s  e s t a b l i s h e d  to p r o v i d e  
m o n e t a r y  s e t t l e m e n t s  to v i c t i m s  of fraud,  d e c e i t ,  
m i s r e p r e s e n t a t i o n ,  an d c o n v e r s i o n  o f  t r u s t  f u n d s  b y  l i c e n s e e s .  
F r o m  1974 to 1980, v i c t i m s  h a d  to r e c e i v e  c o u r t  j u d g m e n t s  
a g a i n s t  l i c e n s e e s  b e f o r e  c l a i m s  w e r e  p a i d .  H o w e v e r ,  in 1981 
A R E C  w a s  g i v e n  t h e  r e s p o n s i b i l i t y  o f  a d j u d i c a t i n g  s u r e t y  f u n d  
c l a i m s .  O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  its o p e r a t i o n s  
in t h i s  a r e a  as d i s c u s s e d  b e l o w .

C L A I M  S T A T I S T I C S

A s  o f S e p t e m b e r  14, 1984, A R E C  s h o w e d  t h e  f o l l o w i n g  s u r e t y  f u n d  
c l a i m  s t a t i s t i c s :

Y e a r  T o t a l  T o t a l  T o t a l
C l a i m s  C l a i m s  C l a i m s  A m o u n t s
F i l e d  F i l e d  P a i d  P a i d

1931 52 3 $ 1 1 , 9 4 3
19 82 92 18 $ 6 2 , 6 1 2
198 3 123 14 $ 6 7 , 6 4 4

1984 to d a t e  101 6 $ 4 3 , 0 1 7

A  t o t a l  of 197 o p e n  c l a i m s  w e r e  in b a c k l o g  s t a t u s .

F U N D  B A L A N C E

T h e  R e a l  E s t a t e  S u r e t y  F u n d  is t o t a l l y  f u n d e d  by  s u r e t y  f e e s  
a s s e s s e d  f r o m  l i c e n s e e s .  C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  t h e  
f u n d  m a y  n o t  e x c e e d  $ 5 0 0 , 0 0 0 .  T h e  f u n d ' s  c u r r e n t  b a l a n c e  is 
a b o u t  $ 6 5 0 , 0 0 0 .  W e  u n d e r s t a n d  t h a t  t h e  e x c e s s  $ 1 5 0 , 0 0 0  w i l l  be  
t r a n s f e r r e d  to th e G e n e r a l  F u nd.

G i v e n  t h a t  t he f un d b a l a n c e  c u r r e n t l y  e x c e e d s  its s t a t u t o r y  
li m i t ,  w e  q u e s t i o n  the C o m m i s s i o n 's ' c o n t i n u e d  a s s e s s m e n t  or 
s u r e t y  f e e s . B y  c o n t i n u i n g  to a s s e s s  s u r e t y  fees, A R E C  is 
c o l l e c t i n g  m o n i e s  f r o m  l i c e n s e e s  for th e G e n e r a l  Fun d,  n o t  the  
S u r e t y  F u n d .  L i c e n s e e s  a c t u a l l y  p a y  t he  G e n e r a l  F u n d  t w i c e  - 
o n c e  f r o m  t h e i r  l i c e n s e  fe es  a n d  a n o t h e r  f r o m  t h e i r  s u r e t y  fees.

A R E C  is a t t e m p t i n g  to r e s o l v e  t h i s  s i t u a t i o n  b y  i n t r o d u c i n g  
l e g i s l a t i o n  to r a i s e  the  fu nd  l i m i t  f r o m  $5'.‘,000 to $ 8 5 0  , 000. 
H o w e v e r ,  w e  e s t i m a t e  t h a t  the f u n d  b a l a n c e  w i ^ l  p r o b a b l y  e x c e e d  
th e  $ 8 5 0 , 0 0 0  l i m i t  a f t e r  t h e  F e b r u a r y  1996 r e n e w a l .  N e w  
l e g i s l a t i o n  w o u l d  h a v e  to be  i n t r o d u c e d  to r a i s e  the f u n d  l i m i t  
a g a i n .



B a s e d  on  the N a t i o n a l  A s s o c i a t i o n  o f  R e a l t o r s  s u g g e s t e d  p a t t e r n  
for  r e a l  e s t a t e  l i c e n s e  law, w e  e n v i s i o n  a s t a t u t e  p r o v i s i o n  for 
a m i n i m u m  f u n d  b a l a n c e  i n s t e a d  o f  the  c u r r e n t  m a x i m u m  fu nd  
b a l a n c e . A s  l o n g  as t h e  b a l a n c e  r e m a i n s  a b o v e  th e m i n i m u m ,  
l i c e n s e e s  w o u l d  n o t  b e  a s s e s s e d  s u r e t y  fees. H o w e v e r ,  if the 
b a l a n c e  b e c o m e s  l e s s  t h a n  t he  m i n i m u m ,  l i c e n s e e s  w o u l d  be 
a s s e s s e d  s u r e t y  f e e s d u r i n g  the  n e x t  l i c e n s e  r e n e w a l .

By  e s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e ,  A R E C  a nd  l i c e n s e e s  c o u l d
r e a l i z e  t h e  f o l l o w i n g  b e n e f i t s :

I 1. B a s e d  o n  t h e  d o l l a r  a m o u n t  o f  c l a i m s  p a i d  in p r i o r
3 y e a r s ,  A R E C  c o u l d  s e t  a m i n i m u m  f u n d  b a l a n c e  w h i c h

w o u l d  n o t  r e q u i r e  c o n t i n u o u s  s t a t u t o r y  r e v i s i o n s  as is 
c u r r e n t l y  b e i n g  e x p e r i e n c e d  w i t h  the m a x i m u m  f u n d  
b a l a n c e .

2. 3 y  n o t  h a v i n g  to a s s e s s  s u r e t y  fe es w h i l e  t he  f u n d
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  A R E C  c o u l d  h a v e  
le ss a d m i n i s t r a t i v e  c o s t s .

3. B y  n o t  h a v i n g  to p a y  s u r e t y  t e e s  w h i l e  t he  fu nd
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  b r o k e r s / a s s o c i a t e  
b r o k e r s  a n d  s a l e s p e r s o n s  c o u l d  s a v e  $ 1 2 5  an d  $40 
r e s p e c t i v e l y  in r e n e w a l  fees.

H E A R I N G S

O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  c o m b i n e  l i c e n s e  a c t i o n  a n d  
s u r e t y  f u n d  c l a i m  h e a r i n g s . C u r r e n t l y ,  A R E C  h o l d s  s e p a r a t e  
h e a r i n g s  f or a d j u d i c a t i n g  l i c e n s e  a c t i o n s  an d  s u r e t y  f u n d  
c l a i m s .  H o w e v e r ,  g i v e n  t h a t  a s u r e t y  f u n d  c l a i m  c a n  o n l y  be
a w a r d e d  if a l i c e n s e  v i o l a t i o n  o c c u r s ,  w e  e n v i s i o n  the f o l l o w i n g  
c h a n g e s :

1. O n e  A R E C  c o m p l a i n t  f o r m  for c o m p l a i n a n t s  to r e p o r t  
l i c e n s e  v i o l a t i o n s  a n d  a n y  m o n e t a r y  d a m a g e s  r e s u l t i n g  
f r o m  th e v i o l a t i o n s .  (AREC c u r r e n t l y  h a s  s e p a r a t e  
f o r m s  for l i c e n s e  c o m p l a i n t s  a n d  s u r e t y  f u n d  c l a i m s . )

2. S t a f f  i n v e s t i g a t i o n s  to d e t e r m i n e  if r e p o r t e d  l i c e n s e  
v i o l a t i o n s  a r e  s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e  a n d  
to v e r i f y  a n y  m o n e t a r y  d a m a g e s .  (AREC c u r r e n t l y  
i n v e s t i g a t e s  o n l y  r e p o r t e d  l i c e n s e  v i o l a t i o n s ;  s u r e t y  
f u n d  c l a i m s  a r e  a u t o m a t i c a l l y  s c h e d u l e d  fo r h e a r i n g  
w i t h  n o  s t a f f  r e v i e w  o r  i n v e s t i g a t i ' ~ .)

3. O n e  h e a r i n g  to d e t e r m i n e  l i c e n s e  a c t i o n s  to be t a k e n  
a g a i n s t  l i c e n s e e s  w h o  v i o l a t e  S t a t e  s t a t u t e s  o r 
r e g u l a t i o n s  a n d  to d e t e r m i n e  c o m p l a i :  . n t s 1 m o n e t a r y  
s e t t l e m e n t s  f r o m  the S u r e t y  F u n d  (AREC c u r r e n t l y  h o l d s  
s e p a r a t e  h e a r i n g s . )
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H E A R I N G  O F F I C E R S

In N o v e m b e r  1984 tw o h a l f - t i m e  h e a r i n g  o f f i c e r s  j o i n e d  th e A R ^ C  
s t a f f  f  a d j u d i c a t e  s u r e t y  f u n d  c l a i m s  a n d  l i c e n s e  a c t i o n s .  T h e  
A.REC e x e c u t i v e  d i r e c t o r  e s t i m a t e s  t h a t  th e  h e a r i n g  o f f i c e r s  w i l l  
c o m p l e t e  the b a c k l o g  of s u r e t y  f u n d  c l a i m s  in e i g h t  to t e n  
m o n t h s .  G i v e n  t h i s  e s t i m a t e ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  
r e - e v a l u a t e  its h e a r i n g  o f f i c e r  p o s i t i o n . A R E C  m a y  o n l y  n e e d  
o n e  h a l f - r i m e  h e a r i n g  o f f i c e r  in F Y  86. T h e  o t h e r  h a l f - t i m e  
h e a r i n g  o f f i c e r  m i g h t  be u t i l i s e d  as a h e a r i n g  a d v o c a t e  to  
a s s i s t  in A R E C  i n v e s t i g a t i o n s  a n d  h e a r i n g  p r e p a r a t i o n s .

F I L I N G  F E S

A s  o f O c t o b e r  4, 1984 , p e r s o n s  f i l i n g  s u r e t y  f u n d  c l a i m s  must:
p a y  a $ 2 5 0  f i l i n g  fee. W e  u n d e r s t a n d  t h a t  t h e  f i l i n g  fee w a s  
e s t a b l i s h e d  to d i s c o u r a g e  t h e  f i l i n g  o f  f r i v o l o u s  c l a i m s .  S i n c e  
A R E C  d o e s  n o t  i n v e s t i g a t e  s u r e t y  f u n d  c l a i m s ,  a l l  c l a i m s  
i n c l u d i n g  t h o s e  c o n s i d e r e d  f r i v o l o u s  m u s t  b e  a d j u d i c a t e d  b y  a 
h e a r i n g .

W e  b e l i e v e  t h a t  the $25 0 f i l i n g  fee is e x c e s s i v e ,  if n e t  
u n n e c e s s a r y . A  $50 f i l i n g  fee, as c u r r e n t l y  c h a r g e d  b y  s m a l l  
c l a i m s  c o u r t ,  w o u l d  be  m o r e  r e a s o n a b l e .  In a d d i t i o n ,  a f i l i n g  
fee w o u l d  n o t  b e n e c e s s a r y  if s u r e t y  f u n d  c l a i m s  w e r e  i n c l u d e d  
w i t h  l i c e n s e  c o m p l a i n t s .  F r i v o l o u s  c l a i m s  w o u l d  be i d e n t i f i e d  
d u r i n g  s t a f f  i n v e s t i g a t i o n s  o f  l i c e n s e  c o m p l a i n t s .

C L A I M  R E C O V E R Y

A c c o r d i n g  to A R E C  s t a t u t e  0 8 . 8 8 . 4 9 0 ,  w h e n  th e  C o m m i s s i o n  p a y s  a 
s u r e t y  f u n d  c l a i m ,  " t h e  C o m m i s s i o n  s h a l l  b e  s u b r o g a t e d  to a l l  o f  
the r i g h t s  o f  the c l a i m a n t  to -the a m o u n t  p a i d  a n d  t he  c l a i m a n t  
s h a l l  a s s i g n  a l l  of h i s  r i g h t ,  t i t l e ,  a n d  i n t e r e s t  in t h a t  
p o r t i o n  o f  the c l a i m  to the C o m m i s s i o n . "  B a s e d  o n  t h i s  s t a t u t e  
p r e v i s i o n ,  A R E C  h a s  a t t e m p t e d  to r e c o v e r  p a i d  c l a i m s  a n d  h e a r i n g  
c o s t s  f r o m  the l i c e n s e e s  w h o  c o m m i t t e d  the  l i c e n s e  v i o l a t i o n s .  
H o w e v e r , o u r  r e v i e w  f o u n d  t h a t  A R E C  r e c o v e r y  a t t e m p t s  h a v e  b e e n  
m i n i m a l . W e  r o u n d  t h a t  A R E C  h a s  s e n t  o n l y  o n e  r . c n c e ,  d a  t e c  
J u l y  31, 1984, to th e l i c e n s e e s  r e q u e s t i n g  p a y m e n t .

A s  of S e p t e m b e r  14, 1984, A R E C  s h o w e d  th e  f o l l o w i n g  c l a i m
r e c o v e r y  s t a t i s t i c s :

N u m b e r  T o t a l  A m o u n t  T o t a l
o f o f  C l a i m s  P a i d  a n d  A m o u n t  R e c o v e r e d

L i c e n s e e s  H e a r i n g  C o s t s  I n c u r r e d  F r o m  L i c e n s e e s

3 3  $ 2 0 0 , 6 8 0  $ 3 3 , 5 9 7
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C L A I M  W A R R A N T S

D u r i n g  o u r  r e v i e w ,  w e  f o u n d  t w o  $ 1 0 , 0 0 0  w a r r a n t s  w h i c h  s h o u l d  
h a v e  b e e n  r e t u r n e d  to the  S t a t e  t r e a s u r y . E o t h  w a r r a n t s  w e r e  
i s s u e d  as s u r e t y  f u n d  c l a i m  p a y m e n t s ,  b u t  th e  w a r r a n t s  w e r e  
n e v e r  f o r w a r d e d  to the  c l a i m a n t s .  O n e  w a r r a n t ,  i s s u e d  D e c e m b e r  
1981, w a s  b e i n g  h e l d  p e n d i n g  t h e  o u t c o m e  of an a p p e a l  m a d e  b y  
the r e s p o n d e n t .  H o w e v e r ,  t he w a r r a n t  is no l o n g e r  r e d e e m a b l e  
b e c a u s e  o f its age. T h e  o t h e r  w a r r a n t ,  i s s u e d  M a r c h  1984, w a s  
n o t  f o r w a r d e d  to t h e  c l a i m a n t  d u e  to a M a y  1 9 8 4  c o u r t  
i n t e r p r e t a t i o n  w h i c h  d i s a l l o w e d  p a y m e n t  of the c l a i m .

R E C O M M E N D A T I O N S

In th e a r e a  o f  s u r e t y  f u n d  c l a i m s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a m i n i m u m  f u n d  b a l a n c e  for t h e  R e a l  E s t a t e  
S u r e t y  F u nd . S u r e t y  f e e s  w o u l d  o n l y  be a s s e s s e d  if 
th e f u n d  b a l a n c e  b e c o m e s  l e s s  t h a n  t h e  m i n i m u m .

2. C o m b i n e  l i c e n s e  a c t i o n  a n d  s u r e t y  f u n d  c l a i m  h e a r i n g s .  
A R E C  s h o u l d  a l s o  c o n s i d e r  i n c l u d i n g  s u r e t y  f u n d  c l a i m s  
w i t h  l i c e n s e  c o m p l a i n t s .

3. R e d u c e  t h e  $ 2 5 0  f i l i n g  fee  to  a m o r e  r e a s o n a b l e  
a m o u n t ,  s u c h  as $50. H o w e v e r ,  if A R E C  i n c l u d e s  s u r e t y  
f u n d  c l a i m s  w i t h  l i c e n s e  c o m p l a i n t s ,  the f i l i n g  fe e 
s h o u l d  be discontii ued.

4. R e - e v a l u a t e  the s t a f f  h e a r i n g  o f f i c e r  p o s i t i o n .  G i v e n  
the  e x e c u t i v e  d i r e c t o r ' s  e s t i m a t e  o f  f u t u r e  w o r k l o a d ,  
A R E C  m a y  o n l y  n e e d  o n e  h a l f - t i m e  h e a r i n g  o f f i c e r  in  
FY 86.

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

6. R e t u r n  the t w o  $ 1 0 , 0 0 0  w a r r a n t s  f o u n d  in C o m m i s s i o n  
f i l e s  to the S t a t e  t r e a s u r y .
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O F F I C E  A U T O M A T I O N

O f f i c e  a u t o m a t i o n  is e s s e n t i a l  fo r A R E C  to o p e r a t e  an e f f e c t i v e  
a n d  effi' ie nt  r e g u l a t o r y  a g e n c y .  O u r  r e v i e w  f o u n d  t h a t  A R E C  
c o u l d  i m p r o v e  it s c u r r e n t  a u t o m a t i o n  as d i s c u s s e d  b e l o w .

C U R R E N T  A U T O M A T I O N

O u r  r e v i e w  f o u n d  t h a t  A R E C  n e e d s  to i m p r o v e  its c u r r e n t  o f f i c e  
a u t o m a t i o n . A R E C  c u r r e n t l y  u t i l i z e s  a W a n g  w o r d  p r o c e s s i n g  
s y s t e m .  W e  f o u n d  t h a t  t h i s  s y s t e m  is b e i n g  u t i l i z e d  far b e y o n d  
its i n t e n d e d  c a p a b i l i t i e s  a n d  is s u p p l y i n g  o n l y  a f r a c t i o n  o f  
t h e  a u t o m a t e d  s u p p o r t  n e e d e d  b y  A R E C .

In o u r  o p i n i o n ,  A R E C  c o u l d  u s e  a c o m p u t e r  s y s t e m ,  n o t  ju st  the  
w o r d  p r o c e s s i n g  s y s t e m ,  to s u p p o r t  t h e  f o l l o w i n g  a re as :

1. L i c e n s i n g  - F o r  e a c h  l i c e n s e e ,  A R E C  n e e d s  c o m p u t e r  
s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  p r o v i d e  a c c e s s  to 
c u r r e n t  a n d  h i s t o r i c a l  d a t a  i n c l u d i n g :

a . p e r s o n a l . d a t a
b. l i c e n s i n g  e x a m i n a t i o n  r e s u l t 0
c . i n i t i a l l i c e n s e  d a t e  a n d  n u m b e r
d. c u r r e n t l i c e n s e  s t a t u s
e . h i s t o r y a n d  d a t e s  o f  s t a t u s  c h a n g e s
f . c u r r e n t e m p l o y e r
g . e m p l o y e r h i s t o r y  a n d  d a t e s
h. c u r r e n t l i c e n s e  c o m p l a i n t  o r  s u r e t y  c l a i m
i . h i s t o r y o f  d i s c i p l i n a r y  a c t i o n s

j • r e n e w a l a n d  e x p i r a t i o n  d a t e s

O f f i c e  R e g i s t r a t i o n  - F o r  e a c h  r e a l  e s t a t e  o f f i c e ,  
A R E C  n e e d s  c o m p u t e r  s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  
p r o v i d e  a c c e s s  to c u r r e n t  a nd  h i s t o r i c a l  d a t a  
i n c l u d i n g :

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

d. t y p e  of b u s i n e s s / l i s t  of p a r t n e r s  or
c o r p o r a t i o n  o f f i c e r s

e. c u r r e n t  b r o k e r  in c h a r q e / l i c e n s e  n u m b e r
f. h i s t o r y  o f  b r o k e r s  in c h a r g e  w i t h  d a t e s  of

e m p l o y m e n t  a n d  d a t e s  cf t e r m i n a t i o n
g. t r u s t  a c c o u n t  n a m e / n u m b e r , b a n k
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3. L :.cense C o m p l a i n t s  a n d  S u r e t y  F u n d  C l a i m s  - F o r  e a c h
l i c e n s e  c o m p l a i n t  a n d  s u r e t y  f u n d  c l a i m ,  A R E C  n e e d s
c o m p u t e r  s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  p r o v i d e  a c c e s s
to c u r r e n t  a n d  h i s t o r i c a l  d a t a  i n c l u d i n g :

a. c a s e  n u m b e r
b. d a t e  i n i t i a t e d
c. c o m p l a i n a n t / a d d r e s s / t e l e p h o n e  n u m b e r
d. r e s p o n d e n t / a d d r e s s / t e l e p h o n e  n u m b e r
e. h i s t o r y  o f  a c t i c n s  t a k e n  a n d  d a t e s
f. n e x t  a c t i o n s  to b e  t a k e n  a n d  d a t e s
g. c u r r e n t  c a s e  s t a t u s
h. h i s t o r y  of s t a t u s  c h a n g e s

If A R E C  w o u l d  i m p r o v e  its c u r r e n t  a u t o m a t i o n ,  we  e n v i s i o n  a
s e p a r a t e  f i e l d  (s cr e e n  of i n f o r m a t i o n )  f o r  e a c h  l i c e n s e e .  E a c h  
f i e l d  w o u l d  be a c c e s s e d  bv t h e  l i c e n s e e ' s  l i c e n s e  n u m b e r . In 
a d d i t i o n ,  e a c h  f i e l d  w o u l d  p r o v i d e  o t h e r  r e f e r e n c e  n u m b e r s  s u c h
as th e l i c e n s e  n u m b e r  o f  th e l i c e n s e e ' s  e m p l o y i n g  b r o k e r ,  t he  
i d e n t i f i c a t i o n  n u m b e r  o f  th e  l i c e n s e e ' s  r e a l  e s t a t e  o f f i c e ,  a n d  
f i l e  n u m b e r s  o f  a n y  l i c e n s e  c o m p l a i n t s  o r  s u r e t y  f u n d  c l a i m s .

By i n c l u d i n g  l i c e n s e  n u m b e r s  a n d  o t h e r  r e f e r e n c e  n u m b e r s ,  a 
c o m p u t e r  c o u l d  m a n i p u l a t e  i n f o r m a t i o n  t o  p r o d u c e  l i c e n s e e  
r o s t e r s  b y  r e a l e s t a t e  o f f i c e  o r  l i c e n s e  t y p e  (broker, a s s o c i a t e  
b r o k e r ,  o r  s a l e s p e r s o n ) .  T o  p r o d u c e  t h e s e  r o s t e r s  o n  t h e
c u r r e n t  w o r d  p r o c e s s i n g  s y s t e m ,  t h e  A R E C  l i c e n s e  e x am in er , m u s t  
s o r t  i n f o r m a t i o n  in 23 s e p a r a t e  s y s t e m  d o c u m e n t s .  A  r e c e n t  
r o s t e r  of b r o k e r s  t o o k  lh d a v s  to c o m p i l e .

I M P R O V E D  A U T O M A T I O N

T h e  D e p a r t m e n t  of  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  is t a k i n g  
s t e p s  to i m p r o v e  t h e  C o m m i s s i o n 's o f f i c e  a u t o m a t i o n .  T h e  
d e p a r t m e n t ' s  c o m p u t e r  s y s t e m s  s p e c i a l i s t  is c u r r e n t l y  r e v i e w i n g  
two a l t e r n a t i v e  s y s t e m s .  T h e s e  s y s t e m s  i n c l u d e :

1. W a n g  O f f i c e  I n f o r m a t i o n  S y s t e m  (OIS) 1 4 0 . T h i s  s y s t e m  
is p r i m a r i l y  a h i g h - p o w e r e d  w o r d  p r o c e s s o r  w i t h  
l i m i t e d  d a t a  p r o c e s s i n g  c a p a b i l i t i e s .

2. W a n g  VS S y s t e m  3 0 . T h i s  s y s t e m  is a c c m p u t e r  w i t h
h i g h - v o l u m e ,  i n t e r a c t i v e  c o m p u t i n g  c a p a b i l i t i e s .  T h i s  
s y s t e m  is c u r r e n t l y  b e i n g  u t i l i z e d  b y  the S t a t e ' s
D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g  in J u n e a u .

G i v e n  the i n f o r m a t i o n  p r o c e s s i n g  n e e d s  o f  A R E J ,  w e  b e l i e v e  A R E C
n e e d s  a c o m p u t e r  s y s t e m  s u c h  as t h e  W a n g  V S  S y s t e m  <30, n e t
a n o t h e r  w o r d  p r o c e s s o r .  A c c o r d i n g  t o  the d e p a r t m e n t ' s  c o m p u t e r  
s y s t e m s  s p e c i a l i s t ,  the d e p a r t m e n t  h a s  i d e n t i f i e d  a r e f u r b i s h e d  
VS s y s t e m  30 w h i c h  is a v a i l a b l e  fo r p u r c h a s e .  If p u r c h a s e d ,



;his c o m p u t e r  s y s t e m  c o u l d  be u t i l i z e d  b y  A R E C  a n d  o t h e r  
d e p a r t m e n t  o p e r a t i o n s  in A n c h o r a g e .

We  b e l i e v e  t h e  d e p a r t m e n t ' s  c o m p u t e r  s y s t e m s  s p e c i a l i s t  s h o u l d  
a l s o  c o n s i d e r  r e p l a c i n g  the C o m m i s s i o n ' s  p r i n t e r .  We  f o u n d  t h e  
c u r r e n t  d a i s y - w h e e l  p r i n t e r  to b e  q u i t e  s l o w  in p r i n t i n g  
l i c e n s e s  a n d  l i c e n s e e  r o s t e r s .  F o r  e x a m p l e ,  a r e c e n t  r o s t e r  of 
b r o k e r s  ( a p p r o x i m a t e l y  750 n a m e s  a n d  a d d r e s s e s )  r a c k  almost: f o u r  
h o u r s  to n r i nt .

R E C O M M E N D A T I O N S

In the a r e a  o f  o f f i c e  a u t o m a t i o n ,  w e  r e c o m m e n d  t h a t  AR E C :

1. R e p l a c e  the c u r r e n t  w o r d  p r o c e s s i n g  s y s t e m .  O f  th e
tw o a l t e r n a t i v e  s y s t e m s  b e i n g  c o n s i d e r e d  for A R E C  
(Wang OI S  140 a n d  W a n g  V S  S y s t e m  80) , t he  V S  s y s t e m  
is a s s u m e d  to a d e q u a t e l y  s u p p o r t  the  C o m m i s s i o n ' s  
i n f o r m a t i o n  p r o c e s s i n g  n e e d s ;  a f o r m a l  n e e d s
a s s e s s m e n t  w o u l d  c o n f i r m  i ts  d e s i r a b i l i t y .

2. C o n s i d e r  r e p l a c i n g  the c u r r e n t  d a i s y - w h e e l  p r i n t e r .  
W e  b e l i e v e  t h a t  A R E C  o p e r a t i o n s  w o u l d  b e n e f i t  b y  
h a v i n g  a h i g h e r  s p e e d  p r i n t e r .
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I N T E R N A L  M A N A G E M E N T  C O N T R O L

T o  i n c r e a s e  o p e r a t i o n a l  e f f i c i e n c y  a n d  e f f e c t i v e n e s s ,  t h e  
C o m m i s s i o n  n e e d s  to i m p r o v e  its i n t e r n a l  m a n a g e m e n t  c o n t r o l .  
S p e c i f i c a l l y ,  w e  f o u n d  t h a t  t he  C o m m i s s i o n  n e e d s  to e s t a b l i s h  
t w o  e s s e n t i a l  e l e m e n t s  o f  i n t e r n a l  m a n a g e m e n t  c o n t r o l  as 
d i s c u s s e d  be l o w .

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

O u r  r e v i e w  f o u n d  t h a t  th e C o m m i s s i o n  h a s  n o t  e s t a b l i s h e d  
s t a n d a r d  p o l i c i e s  a n d  o p e r a r i n c  p r o c e d u r e s  to g i v e  d i r e c t i o n  to 
s t a f f  d e c i s i o n s ,  an d z o  set b o u n d s  w i r n i n  w h i c h  s u c h  d e c i s i o n s  
a n d  r e s u l t i n g  a c t i o n s  ar e  a c c e p t a b l e  to t he  C o m m i s s i o n . 
A c c o r d i n g  to the A R E C  e x e c u t i v e  d i r e c t o r ,  s t a f f  c u r r e n t l y  
r e c e i v e  v e r b a l  d i r e c t i o n s  f r o m  i n d i v i d u a l  c o m m i s s i o n e r s .

If t h e  C o m m i s s i o n  w o u l d  e s t a b l i s h  s t a n d a r d  p o l i c i e s  a n d
o p e r a t i n g  p r o c e d u r e s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  a d v a n t a a e s  for 
A R E C :

1. S t a f f  e f f o r t  c o u l d  b e  e c o n o m i z e d . It w o u l d  b e
u n n e c e s s a r y  for the s t a f f  to r e d e c i d e  t h e  s a m e  i s s u e s .

2. D e l e a a t . j n  of a u t h o r i t y  c o u l d  be f a c i l i t a t e d . S t a f f  
w o u l d  be e x p e c t e d  to p r o c e e d  w i t h  a c t i o n s  so l o n g  as 
t h e  s i t u a t i o n s  a r e  c o v e r e d  b y  the p o l i c i e s  a n d
p r o c e d u r e s .

3. C o n t r o l  c o u l d  be  m a d e  e a s i e r . P o l i c i e s  a n d  p r o c e d u r e s  
w o u l d  l e a d  to u n i f o r m i t y  o f  s t a f f  a c t i o n s .

D E L E G A T E D  A U T H O R I T Y

O u r  r e v i e w  a l s o  f o u n d  t h a t  t h e  C o m m i s s i o n  h a s  n o t  d e l e g a t e d  
a u t h o r i t y  to g i v e  its s t a f f  t h e  r i g h t  to d e c i d e  a n d  the c o w e r  to 
c a r r v  o u t  d e c i s i o n s  w i t h i n  the s t a r f ' s  r e s p o n s i b i l i t i e s . D u r i n g  
o u r  r e v i e w ,  w e  w i t n e s s e d  s t a f f  f r u s t r a t i o n  as a r e s u l t  of n o t  
b e i n g  g i v e n  t h e  a u t h o r i t y  to c a r r y  o u t  r e s p o n s i b i l i t i e s .

If t h e  C o m m i s s i o n  w o u l d  f o r m a l l y  d e l e g a t e  a u t h o r i t y  t o  it s 
s t a f f ,  w e  b e l i e v e  t h a t  the d e l e g a t i o n  s h o u l d  be  s p e l l e d  o u t  in 

w r i t i n g .
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In t h e  a r e a  of  i n t e r n a l  m a n a g e m e n t  c o n t r o l ,  w e  r e c o m m e n d  t h a t  
AR EC :

1. E s t a b l i s h  s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  orocec.urss

2. D e l e g a t e  a u t h o r i t y  in w r i t i n g  to its s t aff .

R E C O M M E N D A T I O N S



O T H E R  I S S U E S

D u r i n g  o u r  r e v i e w ,  w e  i d e n t i f i e d  o t h e r  i s s u e s  w h i c h  s h o u l d  be 
a d d r e s s e d  b y  A R E C .  T h e s e  i s s u e s  an d  ou r  r e c o m m e n d a t i o n s  a r e  
p r o v i d e d  b e l o w .

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

T h e  C o m m i s s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  i n c l u d e  
u n s u b s t a n t i a t e d  a l l e g a t i o n s  o f  p r o f e s s i o n a l  m i s c o n d u c t .  A 
r e c e n t  A t t o r n e y  G e n e r a l  o p i n i o n  f o r  A R E C  s t a t e s  t h a t  i n f o r m a t i o n  
in t he C o m m i s s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  m a y  n o t  be  w i t h h e l d  
f r o m  p u b l i c  i n s p e c t i o n .  H o w e v e r ,  a p r i o r  A t t o r n e y  G e n e r a l  
o p i n i o n  for th e S t a t e ' s  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  
s t a t e s  t h a t  t h e  d i v i s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  m a y  be 
w i t h h e l d  f r o m  p u b l i c  i n s p e c t i o n .  S i n c e  A R E C  a n d  t he D i v i s i o n  of 
O c c u p a t i o n a l  L i c e n s i n g  h a v e  s i m i l a r  i n f o r m a t i o n  in t h e i r  
i n v e s t i g a t i v e  files,  w e  q u e s t i o n  th e  d i f f e r e n t  A t t o r n e y  G e n e r a l  
o p i n i o n s . In o u r  o p i n i o n ,  the  s u b i e c t s  of u n s u b s t a n t i a t e d  
a l l e g a t i o n s  h a v e  a c o n s t i t u t i o n a l  r i a n t  no t  tc h a v e  the 
i n f o r m a t i o n  m a d e  p u b l i c  u n t i l  t h e  A R E C  i n v e s t i g a t i o n  is 
c o m p l e t e d  a n d  the r e l e v a n t  f a c t s  a r e  p r e s e n t e d  at a p u b l i c  
h e a r i n g .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  A R E C  r e q u e s t  a n  e x p l a n a t i o n  f r o m  th e A t t o r n e y  
G e n e r a l  c o n c e r n i n g  t h e  d i f f e r e n t  o p i n i o n s  g i v e n  to A R E C  a n d  t h e  
D i v i s i o n  cf  O c c u p a t i o n a l  L i c e n s i n g .  T o  e n s u r e  th e  
c o n f i d e n t i a l i t y  o f  o p e n  i n v e s t i g a t i v e  f il es , w e  r e c o m m e n d  t h a t  
A R E C  s t a t u t e s  i n c l u d e  a p r o v i s i o n  t h a t  a l l  r e c o r d s  of  
i n v e s t i g a t i o n  a n d  i n f o r m a t i o n  o b t a i n e d  b y  t h e  C o m m i s s i o n  d u r i n g  
an  i n v e s t i g a t i o n  ar e  c o n f i d e n t i a l  a n d  m a y  n o t  be m a d e  a v a i l a b l e  
b y  t h e  C o m m i s s i o n  f or  p u b l i c  i n s p e c t i o n .

T R U S T  A C C O U N T  A U D I T S

T h e  A R E C  e x e c u t i v e  d i r e c t o r  e s t i m a t e s  t h a t  o v e r  f i f t y  p e r c e n t  of 
t h e  c o m p l a i n t s  f i l e d  w i t h  th e C o m m i s s i o n  i n v o l v e  i m p r o p e r  t r u s t  
a c c o u n t  m a n a g e m e n t .  G i v e n  t h i s  e s t i m a t e ,  w e  q u e s t i o n  the  l a c k  
o f t r u s t  a c c o u n t  a u d i t s  c u r r e n t l y  b e i n g  c o n d u c t e d  b y  A R E C . As 
p r e v i o u s l y  m e n t i o n e d ,  the A R E C  a u d i t o r  has c o n d u c t e d  o n l y  t h r e e  
a u d i t s  o f  b r o k e r  t r u s t  a c c o u n t s  in  th e  last; t h r e e  y e a r s .  E a c h  
o f  t h e s e  a u d i t s  w a s  c o n d u c t e d  as p a r t  o f  a c o m p l a i n t  
i n v e s t i g a t i o n .

If A R E C  c o u l d  e m p l o y  an I n v e s t i g a t o r  III to h a n d l e  c o m p l a i n t  
i n v e s t i g a t i o n s ,  th e c u r r e n t  A R E C  a u d i t o r  c o u l d  c o n d u c t  t r u s t  

a c c o u n t  a u d i t s  on a f u l l - t i m e  b a s i s .  Vie e n v i s i o n  t h e s e  a u d i t s  
b e i n g  c o n d u c t e d  as a s e r v i c e  to b r o k e r s .  A n y  a c c o u n t i n g  or
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p r o c e d u r a l  d e f i c i e n c i e s  f o u n d  a n d  c o r r e c t i v e  a c t i o n s  n e e d e d  
w o u l d  b e d i s c u s s e d  w i t h  b r o k e r s  d u r i n g  e x i t  c o n f e r e n c e s .

R e c o m m e n d a t i o n

If s t a f f  r e s o u r c e s  w o u l d  b e  a v a i l a b l e ,  w e  r e c o m m e n d  th at  A R E C  
c o n d u c t  t r u s t  a c c o u n t  a u d i t s  to i d e n t i f y  a n d  r e s o l v e  p r o b l e m s  
b e f o r e  t h e  p r o b l e m s  c a u s e  c o m p l a i n t s  to be f i l e d  w i t h  t h e  
C o m m i s s i o n .

O P E R A T I O N S  M A N U A L  F O R  C O M M I S S I O N E R S

A R E C  c o m m i s s i o n e r s  d o  n o t  h a v e  an o p e r a t i o n s  m a n u a l  w h i c h  c o u l d  
i n c l u d e :

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

a p p r o p r i a t e .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  A R E C  d e v e l o p  a n  o p e r a t i o n s  m a n u a l .  T h i s  
m a n u a l  w o u l d  p r o v i d e  e x c e l l e n t  o r i e n t a t i o n  m a t e r i a l  for n e w  
c o m m i s s i o n e r s .

A R E C / A L A S K A  A S S O C I A T I O N  OF R E A L T O R S

We  f o u n d  t h a t  b o t h  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  an d  t h e
A l a s k a  A s s o c i a t i o n  of R e a l t o r s  (AAR) s h a r e  t h e  c o m m o n  g o a l  of
h a v i n g  e f f e c t i v e  a n d  e f f i c i e n t  r e g u l a t i o n  o f  the S t a t e ' s  r e a l  
e s t a t e  p r o f e s s i o n .  R a s e d  on  t h i s  c o m m o n  go a l,  w e  b e l i e v e  t h a t  
j o i n t  A R E C / A A R  c o m m i t t e e s  c o u l d  b e  u t i l i s e d  to s t u d y  c o m m o n  
c o n c e r n s  s u c h  as c o n t i n u i n g  e d u c a t i o n  f or  l i c e n s e e s  a n d  s t a t u t e /  
r e g u l a t i o n  r e v i s i o n s .

R e c o m m e n d a t i o n

W e r e c o m m e n d  t h a t  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  a n d  th e
A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  f o r m  j o i n t  c o m m i t t e e s  to s t u d y
c o m m o n  c o n c e r n s .
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BILL SHEFFIELD, GOVERNOR

DEPARTM EN T OF COMMERCE & TSSH m aska 998, t
ECONOMIC DEVELOPMENT PHONE: 465-2500

O F F IC E  O F  THE COM M ISS IONER

December 30, 1985

Mr. Gerald L. Wilkerson 

Legislative Auditor 

Division of Legislative Audit 
P.O. Box W 

Juneau, AK 99811

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on your preliminary 

audit report on the Alaska Real Estate Commission.

Enclosed is the response from the Alaska Real Estate Commission 

on "A Performance Report on the Department of Commerce and 

Economic Development, Alaska Real Estate Commission,
September 19, 1985."

Sincerely,
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To: L o r e n  L o u n s b u r y

C o m m i s s i o n e r  

D e p t ,  of C o m m e r c e

D A T E :  D e c e m b e r  20, 1985

& E c o n o m i c  Dev.

J
F r om: J a m e s  L. M a g o w a n

E x e c u t i v e  D i r e c t o r  

A l a s k a  R e a l  E s t a t e  C o m m i s s i o n

Re: A n s w e r  to P r e l i m i n a r y  R e p o r t  of  t h e  D i v i s i o n  of  L e g i s l a t i v e  A u d i t

T h e  r e a l  e s t a t e  c o m m i s s i o n  h a s  r e v i e w e d  the p r e l i m i n a r y  r e p o r t  of  the 

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  a n d  s u b m i t s  the f o l l o w i n g  r e s p o n s e :

R e c o m m e n d a t i o n  N o .  1

T h e  c o m m i s s i o n  c o n c u r s  w i t h  this r e c o m m e n d a t i o n  a n d  h a s  i m p l e m e n t e d  

p r o c e d u r e s  t h a t  c o m p l y  w i t h  the r e c o m m e n d a t i o n s  s e t  o u t  in the r e p o r t .  

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

b e e n  a d o p t e d .  T h e  p r o c e d u r e s  n o w  in p l a c e  a r e  a t t a c h e d  ( A t t a c h m e n t  :f 1).

R e c o m m e n d a t i o n  No. 2

T h e  c o m m i s s i o n  c o n c u r s  w i t h  this r e c o m m e n d a t i o n .  T h e  c o m m i s s i o n  h as r e f e r r e d  

s e v e r a l  m a j o r  c l a i m s  to the a t t o r n e y  g e n e r a l  for c o l l e c t i o n .  T h e  c o m m i s s i o n  

is a l s o  s u b m i t t i n g  an a p p l i c a t i o n  for m e m b e r s h i p  in the A n c h o r a g e  C r e d i t  

B u r e a u  so t h a t  it c a n  be a s o u r c e  o f  c r e d i t  i n f o r m a t i o n  a b o u t  l i c e n s e e s  w h o  

h a v e  s u s p e n d e d  l i c e n s e s  d u e  to n o n  r e p a y m e n t  o f  t he fund. T h e  c o m m i s s i o n  is 

a l s o  s u p p o r t i n g  an i n c r e a s e  in the s m a l l  c l a i m s  l i m i t  to $ 5 0 0 0 .

T h e  a u t h o r i t y  to s u s p e n d  l i c e n s e s  u n t i l  the fund is r e p a i d ,  w i t h o u t  an 

a d d i t i o n a l  h e a r i n g  b e c a m e  e f f e c t i v e  O c t o b e r  2, 1984. C o u n s e l  a d v i s e d  tha t

this a u t h o r i t y  a p p l i e d  to c l a i m s  f i l e d  s i n c e  tha t  time. C o m m i s s i o n  p o l i c y  

and p r a c t i c e  is to s u s p e n d  the l i c e n s e  o f  a n y  l i c e n s e e  a g a i n s t  w h o m  an  a w a r d  

is g r a n t e d  u n t i l  the fun d  Ls r e p a i d  or s a t i s f a c t o r y  a r r a n g e m e n t s  for 

r e p a y m e n t  a r e  m a d e .  T h e  c o m m i s s i o n  w a s  a d v i s e d  t h a t  e v e n  w i t h  the s t a t u t o r y  

a u t h o r i t y  to s u s p e n d  a l i c e n s e  w h e n  the f u n d  is n o t  r e p a i d  it is n e c e s s a r y  to 

a d v i s e  the l i c e n s e e ,  p r i o r  to the h e a r i n g ,  t h a t  t h i s  m a y  o c c u r .  L i c e n s e e s  

a r e  n o w  so  n o t i f i e d  a n d  the o r d e r  to s u s p e n d  the l i c e n s e  is c o n t a i n e d  in the 

f i nal d e c i s i o n ,  a g a i n  u p o n  a d v i c e  o f  c o u n s e l  or  h e a r i n g  e x a m i n e r  as to the 

r e q u i r e m e n t s  for " d u e  P r o c e s s " .

E f f e c t i v e  r e c o v e r y  of  m o s t  c l a i m s ,  p a r t i c u l a r l y  L a r g e  o n e s  r e q u i r e s  t hat the 

c o m m i s s i o n  e x e c u t e  a g a i n s t  p r o p e r t y  or a s s e t s  o f  the p a r t i e s .  T h i s  r e q u i r e s  

that the c o m m i s s i o n  h a v e  c o u r t  j u d g e m e n t s .  l'he c o m m i s s i o n  feels that
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e f f e c t i v e  r e c o v e r y  w i l l ,  t h e r e f o r e ,  r e q u i r e  a d d i t i o n a l  a s s i s t e n c e  a nd t i m e  

f r o m  the AG. T h e  c o m m i s s i o n  is a l s o  s e e k i n g  s t a t u t o r y  a u t h o r i t y  to e x e c u t e  

on  o r d e r s  o f  p a y m e n t  o ut o f  the s u r e t y  f u n d  as t h o u g h  t h e y  w e r e  j u d g e m e n t s ,  

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

o n  a p peal or  t he t i m e  for a p p e a l  h a s  t o l l e d  w i t h o u t  a p p e a l  b e i n g  filed.

P r i o r  to the " s u s p e n s i o n "  c l a u s e  b e i n g  a d d e d  to the s t a t u t e  the c o m m i s s i o n  

a t t e m p t e d  c o l l e c t i o n  in 1983. It  s e n t  l e t t e r s  to a ll l i c e n s e e s  a d v i s i n g  of 

the p o s s i b i l i t y  o f  c o u r t  a c t i o n  if t he f u n d  w e r e  n o t  r e i m b u r s e d .  T h i s  

a t t e m p t  w a s  l a r g e l y  i n e f f e c t i v e  d u e  to the c o m m i s s i o n ' s  i n a b i l i t y  to a c t i v e l y  

p u r s u e  th e  c l a i m s  in c o u r t .

R e c o m m e n d a t i o n  No. 3

T h e  c o m m i s s i o n  c o n c u r s  w i t h  this r e c o m m e n d a t i o n .  T h e  c o m m i s s i o n  h a s  

r e q u e s t e d  t hat an  a t t o r n e y  be  a s s i g n e d  to a s s i s t  w i t h  thi s  on  n u m e r o u s  

o c c a s i o n s  d u r i n g  th e  p ast n i n e  y e a r s .  D u r i n g  198 5  the c o m m i s s i o n  f o r m e d  a 

P r o j e c t  A c t i o n  C o m m i t t e e  o n e  o f  the t a s k s  o f  the c o m m i t t e e  w a s  the 

p r e p a r a t i o n  of  r e c o m m e n d a t i o n s  for s t a t u t o r y  a m m e n d m e n t s  that the c o m m i s s i o n  

c o u l d  s u b m i t  for c o n s i d e r a t i o n  d u r i n g  its S u n s e t "  r e v i e w .  T h e  c o m m i s s i o n  is 

s u b m i t t i n g  the r e s u l t s  of this c o m m i t t e e ' s  w o r k  for c o n s i d e r a t i o n  by the 

l e g i s l a t u r e .  T h e  i s s u e s  s p e c i f i e d  in the L B A  r e p o r t  as w e l l  as n u m e r o u s  

o t h e r s  a r e  a d d r e s s e d .

T h e  c o m m i s s i o n  c o n c u r s  w i t h  the s p e c i f i c  c h a n g e s  r e c o m m e n d e d  in p o i n t s  1 

t h r o u g h  5 in  the r e c o m m e n d a t i o n .

T h e  c o m m i s s i o n  is u s i n g  a n e w  r e n e w a l  s y s t e m  for 1 9 8 6 - 8 7  b i e n n i u m .  B e f o r e  

c h a n g i n g  t he d a t e s  for r e n e w a l  the c o m m i s s i o n  is g o i n g  to evaiuai.e the 

e f f i c i e n c y  of t h ei s  s y s t e m  as w e l l  as its c o s t  e f f e c t i v e n e s s .  R e c e n t  

c o m p u t e r  t e c h n o l o g y  m a y  m a k e  the c u r r e n t  b i e n n i u m  c l e r i c a l l y  m a n a g e a b l e  a nd 

less c o s t l y  t h a n  g o i n g  to a M o n t h l y  or  B i r t h d a t e  r e n e w a l .  T h e  c o m m i s s i o n  is 

n o t  l o c k e d  i n t o  o ne s y s t e m  o v e r  a n o t h e r  b u t  d o e s  n o t  w i s h  to i n t r o d u c e  a n e w  

s y s t e m  u n t i l  it is s u r e  t h a t  it w i l l  n o t  be  i n t r o d u c i n g  a d d i t i o n a l  c o s t s  at 

the s a m e  time.

R e c o m m e n d a t i o n  No. 4

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

n e e d e d  at this time.

R e c o m m e n d a t i o n  No. 5

T h e  c o m m i s s i o n  c o n c u r s  a n d  a time a c c o u n t i n g  s y s t e m  is n o w  in e f f e c t .

A n a l y s i s  of P u b l i c  N e e d

T h e  c o m m i s s i o n  g e n e r a l l y  c o n c u r r e d  w i t h  the f i n d i n g s  of  this s e c t i o n .  T h e  

c o m m i s s i o n  h o w e v e r  n o t e s  that m a n a g e r i a l  a n d  p o l i c y  c h a n g e s  of the p a s t  18 

m o n t h s  h a v e  j u s t  b e g u n  to p r o d u c e  n o t i c e a b l e  e f f e c t s .  T h e  r a t e  of c o m p l a i n t  

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

In r e s p o n s e  to I t e m  III the c o m m i s s i o n  n o t e s  that it s u p p o r t e d  a f i l i n g  fee 

o f  $50 for a s u r e t y  c l a i m .  T h e  $ 2 5 0  f i l i n g  fee w a s  e n a c t e d  o v e r  

r e c o m m e n d a t i o n s  f r o m  t he c o m m i s s i o n  a n d  the i n d u s t r y  t h a t  a l o w e r  fee be
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a d o p t e d .  T h e r e  h a v e  b e e n  two k n o w n  i n s t a n c e s  w h e r e  c l a i m a n t s  r e p o r t e d  tha t  

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

n e e d e d  to o b t a i n  the m o n e y  to p a y  the fee. T h e r e  h a v e  b e e n  n o  s u b s t a n t i a t e d  

i n s t a n c e s  at  this t i m e  that a c l a i m  w i t h  at l e a s t  f a c e  v a l i d i t y  w a s  n o t  f i l e d  

d u e  to t he a m o u n t  o f  the fee.

T h e  c o m m i s s i o n  is c u r r e n t l y  r e v i e w i n g  o p t i o n s  for t he c o n d u c t  o f  r o u t i n e  

t r u s t  a c c o u n t  a u d i t s  i n c l u d i n g  the p o s s i b i l i t y  o f  d e v e l o p i n g  a s e l f - a u d i t  

p r o g r a m  t h a t  w i l l  e n a b l e  the c o m m i s s i o n  to i d e n t i f y  p r o b l e m s  in a m o r e  c o s t  

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

e d u c a t i o n a l  a n d  s e l f  h e l p  tool.

0179M
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C o m p l a i n t  I n v e s t i g a t i v e  P r o c e d u r e s  C h e c k l i s t

1. C o m p l a i n t  R e c e i p t :  a n d  e v a l u a t i o n  

D a y  a. T h e  C o m p l a i n t ^  C l e r k  w i l l :

[ 1] (1) l o g  in  t he c o m p a i n t  w i t h  a s s i g n m e n t  o f  a c o m p l a i n t  n u m b e r ;

[ 1] (2) e s t a b l i s h  a c o m p l a i n t  f i l e  to i n c l u d e :

(a) a; p r o c e d u r a l  c h e c k l i s t ;

(b) a c o n t a c t  r e c o r d  s h e e t ;

[ 1] (3) f o r w a r d  t h e  f i l e  to t he I n v e s t i g a t o r .

[10] (4) s e n d  t e n - d a y  l e t t e r s  to i d e n t i f i e d  l i c e n s e e s ;

(5) p o s t  r e s p o n s e s  to t he f i l e  a n d  f o r w a r d  t h e m  to th e  I n v e s t i g a t o r  

f o r  e v a l u a t i o n .

b. T h e  I n v e s t i g a t o r  w i l l :

(1) a s s i g n  a p r i o r i t y  c l a s s i f i c a t i o n ;

(2) a s s i g n  a c l a s s i f i c a t i o n  as to t y p e  of a l l e g e d  v i o l a t i o n ;

(3) i d e n t i f y  the l i c e n s e e s  to  b e  c o n t a c t e d  for r e s p o n s e  to t h e  

c o m p l a i n t  ( a n d  a n y  s u r e t y  c l a i m  t h a t  a c c o m p a n i e s  the c o m p l a i n t ) ;

(4) i n i t i a t e  an i n v e s t i g a t i v e  r e p o r t  u n d e r  p a r a g r a p h  2a.

2. C o m p l a i n t  e v a l u a t i o n :

[1-3] a. T h e  i n v e s t i g a t i v e  r e p o r t  w i l l  i n c l u d e :

(1) a l l e g a t i o n ( s ) o f  t he c o m p l a i n a n t ;

(2) v i o l a t i o n s  t h a t  a p p e a r  to be  p r e s e n t ;

(3) e v i d e n c e  t h a t  s u p p o r t s  t h e  a l l e g a t i o n ( s ) ;

(4) p r o b a b l e  o u t c o m e  o f  the c o m p l a i n t ;

[30] t.' T e n - d a y  l e t t e r  r e s p o n s e s  r e c e i v e d .  F o r  f a i l u r e  to r e s p o n d ,

i n i t i a t e  s u b p o e n a  p r o c e d u r e s  in p a r a g r a p h  8.

[30] c. T h e  I n v e s t i g a t o r  w i l l  e v a l u a t e  t he r e s p o n s e s  a nd d e c i d e :

(1) to i n v e s t i g a t e  f u r t h e r ,  or

(2) to c l o s e :

(a) c o m p l e t e  t he i n v e s t i g a t i v e  r e p o r t  f or the file;

(b) s u m m a r i z e  the c o m p l a i n t  for:

_1 t h e  w e e k l y  r e p o r t  to the D i r e c t o r ;

2 th e  r e p o r t  for t he n e x t  C o m m i s s i o n  m e e t i n g .

3. I n v e s t i g a t i o n :

[45] a. W r i t e  a *work p l a n  to d e t a i l  the w o r k  r e q u i r e d  to c o m p l e t e  the

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

w i l l  be  r e v i e w e d  b y  the E x e c u t i v e  D i r e c t o r .

[90] b. I n  t e r v i e w  w i t n e s s e s .

[90] c. I d e n t i f y  n e e d e d  a d d i t i o n a l  d o c u m e n t a t i o n  a n d  o b t a i n  it.

d. R e c o r d  c o n t a c t s  a n d  o t h e r  w o r k  d o n e  on  the c o m p l a i n t  o n  the c o n t a c t  

r e c o r d  s h e e t  i n s i d e  the c o m p l a i n t  f o l d e r .  T h e  t i m e  t a k e n  for t h a t  

p a r t i c u l a r  e n t r y  w i l l  a l s o  be r e c o r d e d .

[1-3]

[ 1 - 3 ]
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4. Hearing:

[150] a. C o m p l e t e  the I n v e s t i g a t i v e  R e p o r t .

[150] b. D r a f t  t h e  a c c u s a t i o n  or  s t a t e m e n t  o f  i s s u e s  f or t he l i c e n s e  a c t i o n

w i t h  t h e  i n v e s t i g a t i v e  r e p o r t  as t h e  b a s i s  for thi s  d o c u m e n t .
.  !/

[150] c. S u b m i t  t h e  d r a f t  l i c e n s e  a c t ’on  a n d  t h e  i n v e s t i g a t i v e  r e p o r t ,  a l o n g

w i t h  n e c e s s a r y  e v i d e n c e ,  to t he A s s i s t a n t  A t t o r n e y  G e n e r a l  for r e v i e w  

a n d  c r i t i q u e .

[150] d. D e t e r m i n e  w h e t h e r  a l i c e n s e  a c t i o n  w i l l  b e  h e a r d  w i t h  or w i t h o u t

A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n  a f t e r  c o n s u l t a t i o n  w i t h  t he D i r e c t o r  

a n d  t h e  A s s i s t a n t  A t t o r n e y  G e n e r a l .  I f  w i t h o u t ,  t h e  I n v e s t i g a t o r  

a n d / o r  t h e  D i r e c t o r  w i l l  r e p r e s e n t  t h e  C o m m i s s i o n  at  t h e  h e a r i n g .

[150] e. P r e p a r e  t h e  f i n a l  c o p y  o f  t h e  l i c e n s e  a c t i o n  d o c u m e n t .

[150] f. S e r v e  t h e  l i c e n s e  a c t i o n  o n  t h e  l i c e n s e e ( s )  a n d  c o p y  to the

C o m m i s s i o n :

(1) c o m p l e t e  t he a f f i d a v i t  o f  s e r v i c e ;

(2) p r o v i d e  n o t i c e  o f  d e f e n s e .

[180] (a) I f  a n o t i c e  o f  d e f e n s e  is n o t  f i l e d  w i t h  t he C o m m i s s i o n

w i t h i n  t h e  s p e c i f i e d  f i f t e e n  d a y s ,  p r e p a r e  f or an  u n c o n t e s t e d  h e a r i n g

a t  t h e  n e x t  C o m m i s s i o n  m e e t i n g .

[180] (b) I f  a n o t i c e  o f  d e f e n s e  is f i l e d ,  c o p y  the l i c e n s e  a c t i o n ,

w i t h  n o t i c e ( s )  o f  d e f e n s e ,  to t h e  a p p r o p r i a t e  H e a r i n g  E x a m i n e r .

[180] (c) I f  a n  e n t r y  o f  a p p e a r a n c e  is f i l e d  at a n y  t i m e  b y  a n

a t t o r n e y ,  c o p y  t h e  c o m p l e t e  f i l e  to t h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  w h o  

m a y  d e c i d e  to  e n t e r  t h e  c a s e  if n o t  a l r e a d y  i n v o l v e d .

g. P r o v i d e  r e q u i r e d  a s s i s t a n c e  to t h e  H e a r i n g  E x a m i n e r  a n d / o r  t h e  

A s s i s t a n t  A t t o r n e y  G e n e r a l  to a r r a n g e  f or a n d  c o n d u c t  the p r e - h e a r i n g  

c o n f e r e n c e  a n d  h e a r i n g .

5. C o m m i s s i o n  m e e t i n g :

a. A f t e r  h e a r i n g ,  c o p y  t he p r o p o s e d  d e c i s i o n  to a l l  p a r t i e s ,  to the 

C o m m i s s i o n e r s  a n d  to the L i e u t e n a n t  G o v e r n o r .

b. E n s u r e  t h a t  t h e  a d o p t i o n  o r d e r  is s i g n e d  by  the C h a i r m a n .

6. P o s t - m e e t i n g :

a. C o p y  a l l  p a r t i e s  w i t h  t he a d o p t e d  d e c i s i o n  hy  c e r t i f i e d  m a i l .  

I n c l u d e  a r e c o n s i d e r a t i o n  r e q u e s t  f o r m  to t h e  l i c e n s e e  if  t he d e c i s i o n  w a s  

to s u s p e n d  o r  r e v o k e ;

b. N o t i f y  e a c h  c o m p l a i n a n t  of  c o m p l a i n t  c l o s u r e ;

c. P u b l i s h  t h e  d e c i s i o n  r e s u l t s  in t he l i c e n s e e ' s  local n e w s p a p e r  

t h i r t y  d a y s  a f t e r  s e r v i c e  o f  the a d o p t e d  d e c i s i o n  to t he l i c e n s e e  ( a n d  

c o u n s e l )  if t h e r e  h a s  b e e n  n o  r e q u e s t  for r e c o n s i d e r a t i o n  g r a n t e d  b y  the

C o m m i s s i o n  a n d / o r  a p p e a l  to the S u p e r i o r  C o u r t .

i
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7 . S t o p  O r d e r s :

a. W h e n  a s t o p  o r d e r  is n e e d e d ,  c o o r d i n a t e  s e r v i c e  w i t h  the C o m m i s­

sion. T h e  C o m m i s s i o n  w i l l  be  g i v e n  a b r i e f  e x p l a n a t i o n  o f  the n e e d  f or 

t h e  s u b p o e n a ;  t h i s  w i l l  b e  a w r i t t e n  s t a t e m e n t  so t h a t  a ll m e m b e r s  r e c e i v e  

the s a m e  i n f o r m a t i o n .  T h e  s t o p  o r d e r  m a y  b e  s e r v e d  w i t h  a p p r o v a l  of a 

m a j o r i t y  o f  the . C o m m i s s i o n .  A n y  C o m m i s s i o n e r  n ot c o n t a c t e d  d i r e c t l y  w i l l  

be i n f o r m e d  b y  t e l e g r a m .

b. T h e  I n v e s t i g a t o r  w i l l  d r a f t  the s t o p  o r d e r  a n d  h a v e  the A s s i s t a n t  

A t t o r n e y  G e n e r a l  r e v i e w  it for c o m p l e t e n e s s  a n d  p r o p r i e t y .

c. T h e  s t o p  o r d e r  m a y  b e  s e r v e d  b y  c e r t i f i e d  m a i l  or  in  p e r s o n  by t he 

I n v e s t i g a t o r .  I f  i n  p e r s o n ,  t he I n v e s t i g a t o r  w i l l  m a k e  s u r e  t h a t  the 

s u b j e c t ( s )  u n d e r s t a n d  t h a t  it is a d e f i n i t e  o r d e r  f r o m  the C o m m i s s i o n  to 

s t o p  th e  i d e n t i f i e d  a c t i v i t y ,  a n d  t h a t  to c o n t i n u e  is a v i o l a t i o n  w h i c h  

c o u l d  r e s u l t  in a f u r t h e r  c h a r g e .

d. F o l l o w i n g  s e r v i c e ,  the I n v e s t i g a t o r  w i l l  c o m p l e t e  a n  a f f i d a v i t  o f  

s e r v i c e .

e. If  a n o t i c e  o f  d e f e n s e  is f i l e d ,  a c o p y  of t he s t o p  o r d e r ,  w i t h  th e  

i n v e s t i g a t i v e  r e p o r t  of  t h e  c i r c u m s t a n c e s ,  w i l l  be p r o v i d e d  to th e  

A t t o r n e y  G e n e r a l ' s  o f f i c e  as s o o n  as p o s s i b l e  to c o m p l y  w i t h  the 

r e q u i r e m e n t  t h a t  h e a r i n g s  b e  s c h e d u l e d  w i t h i n  t h i r t y  d a ys.

f. I f  t h e  s u b j e c t  c o n t i n u e s  to o p e r a t e  a f t e r  s e r v i c e  o f  the s t o p  

o r d e r ,  t h e  I n v e s t i g a t o r  w i l l  n o t i f y  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  to 

e n f o r c e  t he o r d e r .

8. S u b p o e n a e :

a. W h e n  a s u b p o e n a  is n e e d e d ,  t he I n v e s t i g a t o r  w i l l  p o l l  the C o m m i s ­

s i o n  for a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  b e  g i v e n  a b r i e f  e x p l a n a t i o n  o f  

t he n e e d  f or th e  s u b p o e n a ;  h i s  w i l l -  b e  a w r i t t e n  s t a t e m e n t  so  t h a t  a ll 

m e m b e r s  r e c e i v e  t he s a m e  i n f o r m a t i o n .  A  m a j o r i t y  o f  th e  C o m m i s s i o n  m u s t  

a p p r o v e  s e r v i c e .  A n y  C o m m i s s i o n e r  n o t  c o n t a c t e d  d i r e c t l y  w i l l  be i n f o r m e d  

b y  t e l e g r a m .

b. S e r v i c e  m a y  be  by  m a i l  or  in p e r s o n .  A n  a f f i d a v i t  of  s e r v i c e  w i l l  

be c o m p l e t e d .

c. If t he r e c i p i e n t  of  the s u b p o e n a  d o e s  n o r  c o m p l y ,  the I n v e s t i g a t o r  

w i l l  c o n t a c t  the A t t o r n e y  G e n e r a l ' s  o f f i c e  to r e q u e s t  e n f o r c e m e n t .  T h e  

I n v e s t i g a t o r  w i l l  p r o v i d e  a n y  a s s i s t a n c e  t h a t  m a y  be r e q u e s t e d  b y  the 

A s s i s t a n t  A t t o r n e y  G e n e r a l .
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Complaint Investigative Procedures

1. C o m p l a i n t  R e c e i p t :

a. T h e  C o m p l a i n t s  C l e r k  w i l l ,  w i t h i n  t w o  d a y s  o f  r e c e i p t :

(1) l og in  t he c o m p l a i n t  w i t h  a s s i g n m e n t  o f  a c o m p l a i n t  n u m b e r ;

(2) e s t a b l i s h  a- c o m p l a i n t  f i l e  to  i n c l u d e :

•(a) a p r o c e d u r a l  c h e c k l i s t ;

(b) a c o n t a c t  r e c o r d  sheet;

(3) . f o r w a r d  t h e  f i l e  to the I n v e s t i g a t o r .

b. T h e  I n v e s t i g a t o r  w i l l ,  w i t h i n  o n e  to t h r e e  d a y s  of r e c e i p t :

(1) a s s i g n  p r i o r i t y  a n d  v i o l a t i o n  t y p e  c l a s s i f i c a t i o n s ;

(2) l i s t  th e  l i c e n s e e s  to b e  c o n t a c t e d  for r e s p o n s e  to the c o m p l a i n t ;

(3) i n i t i a t e  an  i n v e s t i g a t i v e  r e p o r t  as d e s c r i b e d  in p a r a g r a p h  2a.

(4) r e t u r n  the f i l e  to t h e  C o m p l a i n t s  C l e r k  to s e n d  t e n - d a y  l e t t e r s .

c. T h e  C o m p l a i n t s  C l e r k  w i l l  s e n d  a t e n - d a y  l e t t e r  to a l l  i d e n t i f i e d  

l i c e n s e e s .  T h e  l e t t e r  w i l l  i n c l u d e  a c o p y  of  the c o m p l a i n t  a n d  c o p i e s  of 

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

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

d. R e s p o n d e n t s  to r e c e i v e  t e n - d a y  l e t t e r s  f or a s u r e t y  c l a i m  w i l l  b e  t he 

s a m e  as t h o s e  f o r  t he p a r a l l e l  l i c e n s e  c o m p l a i n t .

2. C o m p l a i n t  E v a l u a t i o n :

a. F o r  e a c h  c o m p l a i n t ,  t h e  I n v e s t i g a t o r  w i l l  i n i t i a t e  a n  i n v e s t i g a t i v e  

r e p o r t .  T h i s  r e p o r t  w i l l  s e r v e  as t h e  b a s i s  f o r  t h e  d e c i s i o n  to c l o s e  or 

p r o c e e d  to h e a r i n g .  It w i l l  i n c l u d e  i n f o r m a t i o n  as to c o n t a c t s ,  i n f o r m a t i o n  

s o u r c e s ,  i n f o r m a t i o n  a n d  c o n c l u s i o n s .  A t  the s t a r t ,  t h i s  r e p o r t  w i l l  l i s t  the:

(1) a l l e g a L i o n ( s )  of  t h e  c o m p l a i n a n t ;

(2) v i o l a t i o n s  t h a t  a p p e a r  to be  p r e s e n t ;

(3) e v i d e n c e  t h a t  s u p p o r t s  t h e  a l l e g a t i o n ( s ) ;

(4) p r o b a b l e  o u t c o m e  o f  t he c o m p l a i n t .

b. T h e  r e s p o n s e s  to t e n - d a y  l e t t e r s  s h o u l d  b e  r e c e i v e d  w i t h i n  t h i r t y  d a y s  

of th e  c o m p l a i n t  f i l i n g  d a t e .  I f  a r e s p o n d e n t  f a i l s  to r e s p o n d ,  a s e c o n d ,  

c e r t i f i e d ,  n o t i c e  of c o m p l a i n t  w i l l  be s en t .  If  the r e s p o n d e n t  s t i l l  f a i l s  to 

r e s p o n d ,  a s u b p o e n a  w i l l  be s e r v e d  a c c o r d i n g  to p r o c e d u r e s  in p a r a g r a p h  5.

c. U p o n  r e c e i p t  of  th e  r e s p o n s e ( s )  to t he t e n - d a y  l e t t e r ( s ) ,  t he I n v e s t i­

g a t o r  w i l l  r e e v a l u a t e  t he c o m p l a i n t .  F o l l o w i n g  thi s  r e e v a l u a t i o n ,  t h e r e  w i l l  

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

d. If  t h e  d e c i s i o n  is to c l o s e ,  the I n v e s t i g a t o r  w i l l  s u m m a r i z e  t he e v e n t s  

o f  the c o m p l a i n t ,  w i t h o u t  n a m e s ,  a n d  s p e c i f y  th e  r e a s o n  for c l o s u r e .  T h e  s u m­

m a r y  w i l l  b e  i n c l u d e d  in  the w e e k l y  r e p o r t  to the D i r e c t o r  ; -.d in the I n v e s t i­

g a t o r ' s  R e p o r t  to t he C o m m i s s i o n  at t he n e x t  m e e t i n g .  T h e  i n v e s t i g a t i v e  r e­

po rt  w i l l  b e  c o m p l e t e d  w i t h  an  e x p l a n a t i o n  o f  the r e a s o n s  for c l o s u r e  a n d  w i l l  

be  i n c l u d e d  in the c o m p l a i n t  file. T h e  c o m p l a i n t  f i l e  w i l l  t h e n  go to the 

C o m p l a i n t s  C l e r k  for c l o s u r e  l e t t e r s  to be  s e n t  to the p a r t i e s .  T h e  c o m p l a i n t  

is c o n s i d e r e d  c l o s e d  at thi s  t i m e  u n l e s s  n e w  i n f o r m a t i o n  or a C o m m i s s i o n  

r e q u e s t  c a u s e  it to be r e o p e n e d .
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e. A n  u n q u a l i f i e d  l i c e n s e  a p p l i c a n t  w i l l  n o t  r e c e i v e  a t e n - d a y  l e t t e r .  

T h e  c a s e  w i l l  g o  i m m e d i a t e l y  to  t he s t a t e m e n t  of i s s u e s  s t a g e  in p a r a g r a p h  4. 

A n  i n v e s t i g a t i v e  r e p o r t  as s p e c i f i e d  in p a r a g r a p h  lc w i l l  b e  i n i t i a t e d .

3. I n v e s t i g a t i o n :  W i t h  the d e c i s i o n  to i n v e s t i g a t e  f u r t h e r ,  the i n v e s t i g a­

tiv e  r e p o r t  d r a f t  to d a t e  w i l l  s e r v e  as the b a s i s  fo r  the i n v e s t i g a t i o n .

a. A  w o r k  p l a n  w i l l  b e  w r i t t e n  b y  the I n v e s t i g a t o r  w h i c h  w i l l  d e t a i l  w h a t  

w o r k  r e m a i n s  to be • d o n e  to c o m p l e t e  t h e  i n v e s t i g a t i o n  a n d  w h e n  t h e  v a r i o u s  

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

(1) The work plan is due within forty-five days of the complaint date.

(2) T h e  w o r k  p l a n  w i l l  b e  r e v i e w e d  b y  the E x e c u t i v e  D i r e c t o r .

b. Interview witnesses.

c. Identify needed additional documentation and obtain it.

d. The investigative report will serve as a record of the investigation.

e. R e c o r d  c o n t a c t s  a n d  o t h e r  w o r k  d o n e  on  t he c o m p l a i n t  o n  t h e  c o n t a c t  

r e c o r d  s h e e t  i n s i d e  the c o m p l a i n t  f o l d e r .  T h e  t i m e  t a k e n  for t h a t  p a r t i c u l a r  

e n t r y  w i l l  a l s o  be r e c o r d e d .

f. T h e  i n v e s t i g a t i o n  w i l l  be c o m p l e t e d  w i t h i n  n i n e t y  d a y s  o f  c o m p l a i n t

r e c e i p t .  B y  t h a t  time, t he I n v e s t i g a t o r  w i l l  d e t e r m i n e  w h e t h e r  t he c o m p l a i n t

s h o u l d  be  t a k e n  to h e a r i n g  or c l o s e d .  T h e  p r o c e d u r e s  as o u t l i n e d  in p a r a g r a p h

If w i l l  be u s e d  w h e n e v e r  t he c o m p l a i n t  is to be  c l o s e d  w i t h o u t  a c t i o n .

4. H e a r i n g :  t he I n v e s t i g a t o r  w i ll :

a. C o m p l e t e  the i n v e s t i g a t i v e  r e p o r t .

b. Draft the accusation or statement of issues for the license action.

The investigative report will serve as the basis for this document.

c. S u b m i t  t he d r a f t  l i c e n s e  a c t i o n  to t he A s s i s t a n t  A t t o r n e y  G e n e r a l  for

r e v i e w .  T h e  i n v e s t i g a t i v e  r e p o r t  a n d  s u p p o r t i n g  e v i d e n c e  w i l l  be  p r o v i d e d  to 

t h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  a t  t he s a m e  t i m e  for thi s  r e v i e w .

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

A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n  a f t e r  c o n s u l t a t i o n  w i t h  t he D i r e c t o r  

A s s i s t a n t  A t t o r n e y  G e n e r a l .  I f  w i t h o u t ,  the I n v e s t i g a t o r  a n d / o r  the 

w i l l  r e p r e s e n t  the C p m m i s s i o n  at the h e a r i n g .

e. P r e p a r e  t he f i n a l  c o p y  o f  tne l i c e n s e  a c t i o n  d o c u m e n t .

f. S e r v e  t he l i c e n s e  a c t i o n .  S e r v i c e  c a n  be in p e r s o n  o r  by c e r t i f i e d

m a i l  to t h e  last r e g i s t e r e d  a d d r e s s  o f  the l i c e n s e e .

(1) P r o v i d e  n o t i c e  o f  d e f e n s e .

(2) C o m p l e t e  t he a f f i d a v i t  of  s e r v i c e .

g. N o t i c e  o f  D e f e n s e :

(1) If a n o t i c e  of d e f e n s e  is not f i l e d  w i t h  the C o m m i s s i o n  w i t h i n  the

s p e c i f i e d  f i f t e e n  d a y s ,  p r e p a r e  for an  u n c o n t e s t e d  h e a r i n e  at the n e x t

wi thout 
and the 
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C o m m i s s i o n  m e e t i n g  as s p e c i f i e d  in p a r a g r a p h  4j.

(2) W i t h  a n o t i c e  o f  d e f e n s e :

(a) a s s i g n  t h e  c a s e  to a H e a r i n g  E x a m i n e r ;

(b) c o p y  t h e  a c c u s a t i o n / s t a t e m e n t  o f  i s s u e s ,  w i t h  n o t i c e ( s )  of

d e f e n s e ,  to  the H e a r i n g  E x a m i n e r .  •

(c) c o p y  the/ l i c e n s e  a c t i o n ,  w i t h  n o t i c e ( s )  cf d e f e n s e ,  t he

i n v e s t i g a t i v e  r e p o r t  a n d  f u l l  d o c u m e n t a t i o n ,  to t he A s s i s t a n t  A t t o r n e y  G e n e r a l  

if t h e  c a s e  , is to  be.'heard w i t h  A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n .

(3) T h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  w i l l  b e  i n f o r m e d  o f  e a c h  i n s t a n c e

w h e r e  a n  a t t o r n e y  f i l e s  a n  e n t r y  o f  a p p e a r a n c e  a nd w i l l  h a v e  the o p t i o n  to

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

a l o n e .  I f  t h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  d e c i d e s  to e n t e r  t he c a s e ,  c o p y  t h e

e n t i r e  f i l e  to t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e .

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

i. P r o v i d e  w h a t e v e r  a s s i s t a n c e  is r e q u i r e d  b y  e i t h e r  the H e a r i n g  E x a m i n e r  

o r  t h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  to a r r a n g e  for a nd c o n d u c t  the p r e - h e a r i n g  

c o n f e r e n c e  a n d  h e a r i n g .

5. C o m m i s s i o n  m e e t i n g :

a. U p o n  r e c e i p t  of t h e . p r o p o s e d  d e c i s i o n  a f t e r  h e a r i n g ,  p r o v i d e  c o p i e s  to 

t h e  p a r t i e s ,  a l l  C o m m i s s i o n e r s  a n d  to the L i e u t e n a n t  G o v e r n o r .

b. O n c e  d e c i d e d ,  e n s u r e  t h a t  t h e  a d o p t i o n  o r d e r  is s i g n e d  b y  the C h a i r m a n .

c. P r o v i d e  c o p i e s  o f  the c l o s e d  c o m p l a i n t  s u m m a r i e s  for r e v i e w  b y  the

C o m m i s s i o n .

d. A n  u n c o n t e s t e d  h e a r i n g  w i l l  h a v e  n e i t h e r  a H e a r i n g  E x a m i n e r  n o r  an

A s s i s t a n t  A t t o r n e y  G e n e r a l  p r e s e n t .  T h e  I n v e s t i g a t o r  w i l l  p r e s e n t  t h e  c a s e  to 

t he C o m m i s s i o n  at  t h e  m e e t i n g  as if  t he m a t t e r  w e r e  c o n t e s t e d .  E a c h  C o m m i s­

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

e v i d e n c e  t h a t  s u p p o r t s  th e  a c c u s a t i o n  or s t a t e m e n t  of  i s s u e s .

6. P o s t - m e e t i n g :

a. C o p y  a ll p a r t i e s  w i t h  t h e  a d o p t e d  d e c i s i o n  in  the l i c e n s e  a c t i o n  b y  

c e r t i f i e d  m a i l .  I n c l u d e  a r e c o n s i d e r a t i o n  r e q u e s t  f o r m  to the r e s p o n d e n t  if 

the d e c i s i o n  w as to r e v o k e ,  s u s p e n d  o r  d e n y .

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

c. P u b l i s h  t h e  d e c i s i o n  in  t he l i c e n s e e ' s  l o c a l  n e w s p a p e r  o n  t h r e e  

s u c c e s s i v e  w e e k e n d s  t h i r t y  d a y s  a f t e r  s e r v i c e  o f  the a d o p t e d  d e c i s i o n  to t he 

r e s p o n d e n t  ( a n d  c o u n s e l )  if t h e r e  h a s  b e e n  n o  g r a n t e d  r e c o n s i d e r a t i o n  r e q u e s t  

b y  t h e  C o m m i s s i o n  a n d / o r  a p p e a l  to th e  S u p e r i o r  C o u r t .  P u b l i c a t i o n  c a n  be  

i m m e d i a t e  in u n c o n t e s t e d  c a s e s ,

7. S t o p  O r d e r d :

a. W h e n  a s t o p  o r d e r  is n e e d e d ,  t he I n v e s t i g a t o r  w i l l  p o l l  the C o m m i s ­

s i o n  for a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  be g i v e n  a b r i e f  e x p l a n a t i o n  o f  the



n e e d  fo r  the s t o p  o r d e r ;  thi s  w i l l  b e  a w r i t t e n  s t a t e m e n t  so that a l l  m e m b e r s  

l e c e i v e  the s a m e  i n f o r m a t i o n .  A  m a j o r i t y  of  the C o m m i s s i o n  m u s t  a p p r o v e  

s e r v i c e .  A n y  C o m m i s s i o n e r  n o t  c o n t a c t e d  d i r e c t l y  w i l l  b e  i n f o r m e d  b y  t e l e g r a m .

b. T h e  I n v e s t i g a t o r  w i l l  d r a f t  t h e  s t o p  o r d e r  a n d  t a k e  it to t h e 1 A t t o r n e y  

G e n e r a l ' s  o f f i c e  f o r  r e y i e w .  T h e  I n v e s t i g a t o r  w i l l  a l s o  a s k  t he c o o r d i n a t i n g  

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

t h e  s u b j e c t ( s )  o f  t he .stop o r d e r  r e f u s e  to  a b i d e  by  it.i
c. T h e  s t o p  o r d e r  m a y  b e  serv' * b y  c e r t i f i e d  m a i l  o r  i n  p e r s o n  b y  t he 

I n v e s t i g a t o r .  U p o n  s e r v i c e  o f  t he s t o p  o r d e r ,  the I n v e s t i g a t o r  w i l l  m a k e  s u r e  

t h a t  t h e  s u b j e c t ( s )  u n d e r s t a n d  t h a t  it is a d e f i n i t e  o r d e r  f r o m  the C o m m i s s i o n  

to s t o p  t h e  i d e n t i f i e d  a c t i v i t y ,  a n d  t h a t  to  c o n t i n u e  is a v i o l a t i o n  w h i c h  

c o u l d  r e s u l t  in  a f u r t h e r  c h a r g e .

d. A n  a f f i d a v i t  of  s e r v i c e  w i l l  b e  c o m p l e t e d .

e. A  c o p y  o f  th e  s t o p  o r d e r ,  w i t h  s u p p o r t i n g  d o c u m e n t a t i o n  a n d  the 

i n v e s t i g a t i v e  r e p o r t ,  w i l l  b e  p r o v i d e d  to the A t t o r n e y  G e n e r a l ' s  o f f i c e  if a 

n o t i c e  o f  d e f e n s e  is f i l e d .  T h i s  w i l l  be  d o n e  as s o o n  as p o s s i b l e  a f t e r  

r e c e i p t  to c o m p l y  w i t h  the r e q u i r e m e n t  t h a t  h e a r i n g s  in s u c h  m a t t e r s  be  

s c h e d u l e d  w i t h i n  t h i r t y  d a y s .

f. I f  the s u b j e c t  c o n t i n u e s  to  o p e r a t e  w i t h o u t  l i c e n s u r e  a f t e r  s e r v i c e  of 

t he s t o p  o r d e r ,  t h e  I n v e s t i g a t o r  w i l l  n o t i f y  the A t t o r n e y  G e n e r a l ' s  o f f i c e  to 

e n f o r c e  t he o r d e r .

8. S u b p o e n a e :

a. W h e n  a s u b p o e n a  is n e e d e d ,  t h e  I n v e s t i g a t o r  w i l l  p o l l  the C o m m i s s i o n  

f o r  a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  b e  g i v e n  a b r i e f  e x p l a n a t i o n  o f  t h e  n e e d  

f o r  the s u b p o e n a ;  t h i s  w i l l  b e  a w r i t t e n  s t a t e m e n t  so  t h a t  a l l  m e m b e r s  r e c e i v e  

t he s a m e  i n f o r m a t i o n .  A  m a j o r i t y  o f  t h e  C o m m i s s i o n  must" a p p r o v e  s e r v i c e .  A n y  

C o m m i s s i o n e r  n o t  c o n t a c t e d  d i r e c t l y  w i l l  be  i n f o r m e d  b y  e l e g r a m .

b. S e r v i c e  m a y  b e  b y  m a i l  or i n  p e r s o n .  A n  A f f i d a v i t  of  S e r v i c e  w i l l  be  

c o m p l e t e d .

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

c c n t a c t  the A t t o r n e y  G e n e r a l ' s  o f f i c e  b y  m e m o r a n d u m  to r e q u e s t  e n f o r c e m e n t .  

T h e  I n v e s t i g a t o r  w i l l  p r o v i d e  a n y  a s s i s t a n c e  that m a y  be  r e q u e s t e d  b y  the 

A s s i s t a n t  A t t o r n e y  G e n e r a l .
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T0: M i c h a e l  Thill, S t a f f  A s s i s t a n t  date: A p r i l  30, 1986
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

FILE NO:

T E L E P H O N E  NO:  4 6 5 - 3 6 0 0

f r o m : H a r o l d  M. B r o w n  , s u b j e c t : P r o p o s e d  a m e n d m e n t
A t t o r n e y  G e n e r a l  ) to SB  487 c o n c e r n -

By: /,.// \ v •' \ ing g e n e r a l  regula-
P e t e r  B. F r o e h l i c h  ! tion a d o p t i o n
A s s i s t a n t  A t t o r n e y  G e n e r a l  a u t h o r i t y

A s  I m e n t i o n e d  to y o u  b y  t e l e p h o n e  y e s t e r d a y ,  t h e r e  is 
a n  a d d i t i o n a l  c l a r i f y i n g  a m e n d m e n t  that s h o u l d  b e  i n c b i d e d  i n  SB 
487 o n  the Real E s t a t e  C o m m i s s i o n .  T h a t  a m e n d m e n t  w o u l d  c o r r e c t  
a n  a p p a r e n t  o v e r s i g h t  w h i c h  has r e s u l t e d  i n  the a b s e n c e  of an 
e x p l i c i t  g r a n t  to t h e  c o m m i s s i o n  o f  g e n e r a l  r e g u l a t i o n  a d o p t i o n  
a u t h o r i t y .  C u r r e n t l y ,  A S  0 8 . 8 8  i n c l u d e s  two e x p l i c i t  g r a n t s  to 
t h e  c o m m i s s i o n  o f  s p e c i f i c  r e g u l a t i o n  a d o p t i o n  a u t h o r i t y ,  b u t  no 
g r a n t  ox the t y p i c a l  g e n e r a l  r e g u l a t i o n  a d o p t i o n  a u t h o r i t y  u s u a l­
ly  g i v e n  to o c c u p a t i o n a l  l i c e n s i n g  b o a r d s  a n d  c o m m i s s i o n s .

T h e  c o m m i s s i o n  has t h e  f o l l o w i n g  e x p l i c i t  s p e c i f i c  r e g­
u l a t i o n  a d o p t i o n  a u t h o r i t y :

Sec. 0 8 . 8 8 . 0 8 1 .  C O M M I S S I O N  R E G U L A T I O N S .  T h e  c o m­
m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  p e r t a i n i n g  to the r e­
s p o n s i b i l i t i e s  o f  p e r s o n s  l i c e n s e d  u n d e r  th i s  c h a p t e r  
a n d  the g r o u n d s  for r e v o k i n g  o r  s u s p e n d i n g  a license.

Sec. 0 8 . 8 8 . 1 1 1 .  C O M M I S S I O N  R E G U L A T I O N S .  T h e  c o m­
m i s s i o n  s h a l l  a d o p t  p r o c e d u r a l  r e g u l a t i o n s  d e s c r i b i n g

(1) h o w  it c o n d u c t s  a n  e x a m i n a t i o n ?

(2) h o w  a p e r s o n  a p p l i e s  to ta k e  a n  e x a m i n a t i o n ,  
a p p l i e s  f o r  a l i c e n s e ,  a n d  r e g i s t e r s  t h a t  p e r s o n ’s o f­
fice.

I p r o p o s e  t h a t  A S  0 8 . 8 8 . 0 8 1  b e  a m e n d e d  to a d d  a g e n e r a l  r e g u l a­
t i o n  a d o p t i o n  a u t h o r i z a t i o n  a n d  at the same time c o n s o l i d a t e  the 
t w o  s p e c i f i c  a u t h o r i t i e s  as  f o l l o w s :

* Sec. 2. A S  0 8 . 8 8 . 0 8 1  is a m e n d e d  to read:

Sec. 0 8 . 8 8 . 0 8 1 .  C O M M I S S I O N  R E G U L A T I O N S .  T h e  c o m­
m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  n e c e s s a r y  to c a r r y  o u t
the p u r p o s e s  of this c h a p t e \  i n c l u d i n g  r e g u l a t i o n s

(1) p e r t a i n i n g  to t h e  r e s p o n s i b i l i t i e s  o f  p e r s o n s  
l i c e n s e d  u n d e r  this c h a p t e r  a n d  the g r o u n d s  for

i , • ».
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M i c h a e l  Thill, S t a f f  A s s i s t a n t  
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

A p r i l  30, 1986 
P a g e  2

r e v o k i n g  or  s u s p e n d i n g  a l i c e n s e ^

(2) d e s c r i b i n g  h o w  it c o n d u c t s  an e x a m i n a t i o n ;
a n d

(3) d e s c r i b i n g  h o w  a p e r s o n  a p p l i e s  to t a k e  an 
e x a m i n a t i o n ,  a p p l i e s  f o r  a licar.se, a n d  r e g i s t e r s  that 
p e r s o n ' s  o f f i c e .

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

T h i s  a d d i t i o n a l  a m e n d m e n t  w o u l d  c l a r i f y  t h a t  the P.eal
E s t a t e  C o m m i s s i o n  h a s  the s a m e  g e n e r a l  r e g u l a t i o n  a d o p t i o n  a u­
th o r i t y  as do o t h e r  a g e n c i e s .  W e  b e l i e v e  that the c o m m i s s i o n  has 
this a u t h o r i t y  i m p l i c i t l y ,  e v e n  w i t h o u t  this a m e n d m e n t  but it 
w o u l d  b e  b e t t e r  to m a k e  t h e  a u t h o r i t y  expli c i t .

C o n c e r n i n g  SB 487 as a w h o l e ,  w e  b e l i e v e  t h a t  the b i l l
i n c l u d e s  b o t h  some d e s i r a b l e  h o u s e k e e p i n g  a m e n d m e n t s  a n d  some 
a m e n d m e n t s  that m a y  n o t  be  d e s i r a b l e ,  o r  that at l e a s t  m a y  
r e q u i r e  m o r e  study.

P l e a s e  let m e  k n o w  if I c a n  p r o v i d e  y o u  o r  the c o m m i t­
tee  a n y  f u r t h e r  i n f o r m a t i o n  o n  this p r o p o s e d  a m e n d m e n t  to SB 487, 
or  on  the e n t i r e  b i ll.

P B F : m d

cc: Hon. L o r e n  L o u n s b u r y ,  C o m m i s s i o n e r
D e pt, of  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

J a m e s  M a g o w a n ,  D i r e c t o r  
R e a l  E s t a t e  C o m m i s s i o n

A r t h u r  H. P e t e r s o n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
L e g i s l a t i o n / R e g u l a t i o n s  S e c t i o n

O f  course, A S  0 8 . 8 8 . 1 1 1  s h o u l d  t h e n  b e  r e p e a l e d




