





SENATE FINANCE COMMITTEE REnORT

DATE: 5/3/05

Finance Committee considered

CS FOR HOUSE BILL NO, 33(FIN)

FURTHER:

REPORTED OUT

DATE TURNED
INTO OFFICE:

HB 33 EFFECT OF REGULATIONS ON SMALL BUSINESSES

"An Act relating to required notification of the Department of Commerce, Community, and Economic

Development, economic effect statements, and regulatory flexibility analyses regarding the adoption of

MY 9205

SENATE FINANCE
COMMITEE

reguiations that may govern the conduct of small businesses; relating to a private cause of action, regulation
invalidation, and judicial review related to required notification, economic effect statements, and regulatory

flexibility analyses for the adoption of regulations that may govern the conduct of small businesses; and

providing for an effective date.”
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FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note i( correction):

Title Relating to regulations that may
govern the conduct ol small bus.

Sponsor Rep. Meyer

Requestor House Finance Committee

Expenditures/Revenues

Fiscal Nolo Number:

Bill Version: CSHB 33(FIN)

(H) Publish Date: 4/18/2005

REPORTED OUT

MY 200

lif r-ifiANCE

Dept. Affected:  Environmental Conservation.

RDU Environmental Health

Component Environmental Health Dir.

Component No. 646

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2006

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Montal Health

Other (Spocily Typo-Do not nbbrevinto)
TOTAL

Estimate of any current year (FY2005) cost:

Mark this box (X) il funding lor this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-t mo
Temporary

ANALYSIS: /Atlac/i a separate pago it necessary)

Propnrod by: Houso Finance Commiltoo

Approved by: Rop. Moyor. Co-Chair
Rop Chonnult, Co-Chair

COMMITTEE

COPY

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
0.0 0.0 0.0 0.0 0.0
|
(Thousands of Dollars)
0.0 0.0 0.0 0.0 0.0
Phono 4G5-4945
Dato 04/15/05
Pago lof 1



REPORTED OUT

FISCAL NOTE .I\/AY 9ZIB

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title Relating to regulations that may
govern the conduct oi small bus.

Sponsor Rep. Meyer

Requester House Finance Committee

Expenditures/Revenues

Fiscal Note Numbei: 8 SENATE FINANCE
Bill Version: CSHB 33(FIN) cu:
(H) Publish Date: 4/18/2005

Dept. Affected: Health & Soc. Services
"RDU Departmental Support Sen/ices
Component Commissioner's Office

Component No. 317

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) I

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Typo--Do nol abbreviate)
TOTAL

Estimate of any current year (FY2005) cost:

FY 2010 FY 2011

0.0 0.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0 0.0 0.0

0.0

Mark this box (X) If funding for this bill is included In the Governor's FY 2005 budget proposal:

POSITIONS
FulMime
Part-time
Temporary

ANALYSIS: (Attach a separate page itnecessary)

'Vcpnrod by:  Houso Fmnnco Committee

Approved by Rop. Moyoar, Co-Chair
Hop. Chonnult. Co-Chair

Phono 465-4945

Onto 04/15/05

COMMITTEE LJPY e
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FISCAL NOTE

STATE OE ALASKA Fiscal Note Number: COMMITEE
2005 LEGISLATIVE SESSION Bill Version: CSHB 33(FIN)
(H) Publish Date: 4/18/05

Revision Dale/Time (Note if correction): Department:  Labor and Workforce Development

Title: Effect of Regulations on Small Businesses RDU: Office of the Commissioner
Component: Commissioner's Office

Sponsor: Representative Moyer

Requester: House FIN Component Number: 340

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | | |

CHANGE IN REVENUES ( ) f
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1004 GF
1007 Interagency Receipts
1157 Worker Safety Account
1172 Building Safety Account
1032 Fishormen's Fund
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimato of any current year (FY2005) cost: None
Mark this box (X) if funding for this bill is included in tho Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page itnecessary)

There is no anticipated financial impact to the department as a result of this legislation.

Phono 465-2700
Date/Time: 4/15/05 3:58 PM

Dato 4/15/2005

Prepared by:  Guy Bell, Assistant Commissioner
Division: Oftico of tho Commissioner

Approvod by  Grog O'Clarav, Commissioner
Agoncy: Department of Labor and Workforce Development

(ii/MAWAMMOMU Pago 1of 1

COMMITTEE COPY



Component Legislation and Regulations

Component No.

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING

ICAPITAL EXPENDITURES

CHANGE IN REVENUES ( n r'

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other - Regulatory Cost Charge

TOTAL
Estimate of any current year (FY2005) cost: 00
Mark this box (X) If funding for this bill Is included in the Governor's FY 200C budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attacn a separate paqe ifnecessary)
This bill amends AS *14.62 (Procedures for Adopting Regulations) by adding a new section that would

requre The Departments of Pjblic Safely; Environmental Conservation; Health and Social Services; and
Commerce. Community and Economic Development to prepare an economic effect statement before
regulations that govern the conduct of a small business may be adopted While the requirement is not
extended to the Department of Law. it would play a ro le in training the affected agencies to incorporate
these steps into their development of regulations and in reviewing proposed regulation packages for
compliance with the new law. There will bo some fiscal impact in tho initial year of adoption of this

legislation, but it is difficult to quantify what it might bo.

Phono 465-3673

Prepared by: Kathryn Daughheioe. P roctor
Dato/Timo 4/13105 11:44 AM

Division Administrative Sorvicos Division

Approved by: Kathryn Oaughheleo for David Mdrguoz. Attorney General Date 4/13/2005

Agency Department of Law

i<b*»<i«vsvoo«ovn Page 1of 1

COMMITTEE COPY



REPORTED OUT
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SENATE FINANCE

FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 11 COMMITSE
2005 LEGISLATIVE SESSION Bill Version: CSHB 33(FIN)
(H) Publish Date: 4/18/05
Revision Date/Time (Note if correction): __ Dept. Affected] Commerce
Title Effect of Regulations on RDU Executive Admin and Dev (119)
Small Businesses Component Office of Economic Development
Sponsor Meyer
Requester House Finance Component No. 2743
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 79.1 79.1 79.1 79.1 79.1 79.1
Travel 1.0 1.0 1.0 1.0 1.0 1.0
Contractual 5.0 5.0 5.0 5.0 5.0 5.0
Supplies 5.0 5.0 5.0 5.0 5.0 5.0
Equipment 5.0 0.0 0.0 0.0 0.0 0.0
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 95.1 90.1 90.1 90.1 90.1 90.1
CAPITAL EXPENDITURES
CHANGE IN REVENUES (
1002 Federal Receipts
1003 GF Match
1004 GF 95.1 90.1 90.1 90.1 90.1 90.1
1005 GF/Program Receipts
1037 GF/Mental Health
TOTAL 95.1 90.1 90.1 90 1 90.1 90.1
Estimate of any current year (FY2005) cost: 0.0
Check this box (X) if funding for this bill is included In the Governor's FY 2006 budget proposal:
POSITIONS
Full-time 1 1 1 1 1 1
Fart-time
Temporary

ANALYSIS: (Attach a soporato pogo ifnocoscary)
This bill roquires certain designated s'alc agencies lo prepare economic effect statements and regulatory flexibility onalysos for all

regulations that may govern tho conduct of small businesses. In addition to preparing these documents for dopnrtmont programs.
Commorco must odviso and assist all designated state agencios to comply with tho provisions ot the legislation. The department
anticipates needing a development specialist (S79.1) to coordinate the program for the department and to work with dosignatod
agencios lo holp thorn comply with tho provisions of tho bill Funds are nooded for supplies, equipment to sot up on office, and for
contractual costs including printing, contracts with Law and for expertise in certain areas Tho department deals extensivoly wilh
small business Programs/agencies covered by this legislation include insurance; bonking, securities and corporations;
occupational and busmoss licensing; investment:., small business programs, and other economic development activities During
2004 tho department hod 41 regulations projects (excluding agency boards projects) that would potonbally bo covcrod by this
legislation While this legislation has an effective dale ol January 1.2006. the department anticipates establishing the program and
procedures at the beginning of the fiscal year lo ensure everything Is in plnco when tho requirements lake otfcct.

Prepared by: Al Clough. Deputy Commissioner Phone (907)465-1500
Division Commerce. Community, and Economic Development Dalon‘'imo 4/15/05 10:00 AM
Approved by: Edgar Btalchford. Commissioner Palo 4/15/2005
Agency Commorco, Community, and Economic Development

Page 1 of 1

COMMITTEE COPY



REPORTED out

FISCAL NOTE IVAY 9m

STATE OK ALASKA Fiscal Note Number: 12

2005 LEGISLATIVE SESSION Bill Version: CSHB 33(FIN) SEwoA%Emﬁ[['\iAfNCE
(s ) Publish Date: 5/3/05

Revision Dale/Time (Note if correction); Dept. Affected: Health & Social Services

RELATING TO THE EFFECT OF RDU Departmental Support Services

Title REGULATIONS ON SMALL BUSINESSES
Component Commissioner's Office
Sponsor MEYER
Requester HOUSE (FIN) Component No. 317
Expenditures/Revenues '"Thousands of Dollars)
Nole: Amounts do nol include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)
Othcr(Specify Type-do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimato of any current year (FY2005) cost: -
Mark this box (X) if funding for this bill is included in tho Governor's FY 2006 budget proposal: [
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a seporato page if nocossry)

The proposed legislation will recjuire the Department of Health and Social Services to prepare
an economic effect statement and regulatory flexibility analysis documenting the impact of
some regulations on small business in Alaska.

Department regulator) projects can generally be described as falling into -J classifications:

I. Regulations necessary to implement new legislation;
(cont. on page 2)

Prepared by: Sherry Hill Special Assistant Phono (907)

Division Office of tho Commissioner Dnto/Timo 04/19/2005
Approved by: Joel S Gilbertson. Commissioner Date 04/19/2005

Agency Department of Health and Social Services

tn»»n.j*jvjooiovni Page | of 2

committee copy



FISCAL NOTE
FN#

STATE OF ALASKA BILLNO. CSHB 33(FIN)
2005 LEGISLATIVE SESSION

ANALYSIS.CQ.NTINUAILDN.
(cont. from page 1)
2. Regulations to implement cost containment strategies necessary to live within the budget
appropriated by the legislature;

3. Regulations necessary to protect the public health and safety of Alaskans; and

Regulations necessary to comply with federal law, federal regulations, or federal funding

agreements.

The House Tinance Committee Substitute exempts the following three categories of regulations
from ‘ho provisions of the legislation that would allow the department to implement House

Bill 33 without additional cost;

1. Regulations mandated by federal law as a condition for participating in or implementing a
federally subsidized or assisted program, or for obtaining or maintaining state primacy in a

federal program;

2. Regulations that address standards -'iquirements, or conditions for reimbursement by the
designated state agency for sendee,  be rendered on behalf of the <esignatcd state agency,
that address amounts or rates of tin" reimbuisemcnt, or that adjust those amounts or rates to
contain costs within the amount ‘oropriations from the legislature for a state fiscal year;

and

3. Regulations that establish stand, ., requirements, or conditions for the eligibility of an
individual for assistance under AS 18 or AS 47, or that establish standards lor determining

the amount of assistance that an eligibile person is entitled to receive.

The department estimates that a large majority of its regulations will fall within one or m<vj of
these exempt categories. For regulations subject to the provisions of HB 33, the department
believes it can complete the required analyses as part of its normal regulatory processes with

existing rcsomees and minimal delay.

Page 2 0 f2



-ftm 0/jd mo/d"<&(
SENATE FINANCE COMMITTEE

®d /c*)/2005 COMMITTEE ACTION

Bill Number 53
Amendment Pr |
Motion c3dcf3j*

Motion by D —

Obrection bv Cord
Removed
Second Objection by
Committee Member Y \ote N
Senator Hoffman
Senator Olson
Senator Stedman
Senator Bunde
Senator Dyson
Co-Chair WiiKen
Co-Chair Green
Tally
Yea
Nay
Absent
MOT ION
Cr"X)OL”™oal\
fjdr ‘O oné& fe J<ao ' .2 -~

A A0 aTun n o l-aTa"i"so ((Weli I~.T. 2



Alaska State Senate

Senate Finance Committee

Mail Slop 3100
Sidle Cnpiiol

(ifficial Business
lunedu. Aldska 99801-1182

FAX COVER SHEET

DATE: ~ TIME:

TO: LcAcll

NUMBER OF PAGES, INCLUDING COVER SHEET:

FROM: MINDY ROWLAND
SENATE FINANCE COMMITTEE SECRETARY

PHONE: 465-4935
FAX: 465-2187

NOTES:
C Jn> -fe (FinQ A 'LVboCr;D\CL

TY



Representative Kevin M eyer

HOUSE DISTRICT 30

Sponsor Statement
CSHB 33 (FIN)

“An Act relating to the effect of regulations on small businesses; and providing for
an effective date.”

More than half of all Alaskans work for a small business. In recent years, almost all of
the net job growth in Alaska was generated by small businesses. Small businesses
provide the economic infrastructure in Alaska and facilitate organic growth in the

economy.

Regulations can inadvertently create hurdles for small businesses and lead to significant
costs. Money spent by a small business complying with regulations and red tape could be
spent on wages, benefits, and new employees or be reinvested to grow the business.
House Bill 33 requires state regulatory agencies to consider the impact of proposed
regulations on small businesses before they adopt a regulation.

HB 33 also directs the Department of Commerce, Community and Economic
Develoj ment to assist agencies in writing regulations to minimize the impact on small

businesses without compromising the objectives of statutes.

HB 33 is modeled on the Federal Regulatory Flexibility Act of 1980 that saved small
businesses over $17 billion last year in compliance costs.

Adding an emphasis on the impact of regulation on small businesses to the regulatory
process is a broad and significant policy statement. HB 33 is a bottom up approach to
economic development, a step towards creating a more responsive government, and an

effort to strengthen Alaska’s economy for sustainable growth.

Revised April 18, 2005

Email: Kcprru-ntaiive Kevin MrycrOleitig.Matrak.us « Toll Free; (Stifi) IIi.S 41)45
Session: Stale Capitol, Juneau. Alaska IliISOl [1IN2 « I’'Imnr: (007) Ifi5 *11115 liix (007) 1(15.117n
Interim: 710 W Ill: Axe.. Anchorage. Alaska fJU5()I*2i:i.'l « I’hone (007) 2011 O100 Fax: (007) 20(1 0107



Representative Kevin M evyer

HOUSE DISTRICT 30

MEMORANDUM

DATE: April 18, 2004

TO: Representative Kevin Meyer

FROM: Mike Pawlowski

RE: Sectional Analysis for CSHB 33 (FIN)

(Version No. 24 - LS0239\C)

As a preliminary matter, note that a sectional summary of a bill should not be considered
an authoritative interpretation of the bill and the bill itself is the best statement of its
contents. If you would like an interpretation of the bill as it may apply to a paiticular set

of circumstances, please advise.

Section 1 Requires designated state agencies to notify the department of Commerce,
Community and Economic Development before adopting regulations that
may govern the conduct of small business. Requires designated state
agencies to prepare an economic effect statement and regulatory flexibility
analysis. Requires the department of Commerce, Community and
Economic Development to advise and assist designated agencies in
preparing the required statements and analyses. Exempts certain types of
regulation from the required processes. Prohibits a private cause of action
related lo this Ss on. Designates state agencies, defines regulation,
proposed regulation, and small business.

Section 2. Establishes a transition schedule.

Section 3. Effective Date

b'muili Representative Krvin McymUcgin.ittntc.ak.ui. *Toll Free: (SBIli) -165-1915
Session: Siuic Capitol, Juneau, Alaska 99H01-11N2 « I’hoite: (907) 165 1915 lax: (907) -|U5-:MTfl
Interim: 710 \V. -lilt Ave., AiiclinruRc, Alaska 99501-213:1 « Flione: (907) 269-0199 Fax: (907) 289 0197



Changes to CSHB 33 (JUD) in CS HB 33 (FIN) version 24-LS 0239\C

CSHB 33 (,JUD)

Title

Page 2, lines 4-5 "The economic effect state-
ment must provide"

Page 3, line 8 "This section docs not apply to
regulations"

CSHB 33

» Tightened the title

« Page 2, lines 13-14 "The economic effect
statement required by (a) of this section
must provide, if available from the informa-
tion gathered under (b) of this section,”

(And renumbered/lettered accordingly)

Reason: Clarify the process an agency is
required to follow in preparing the analyses

required.

« Added two exceptions:

1 Page 3 line 28 - "(6) that address standards,
requirements, or conditions for reimburse-
ment by the designated slate agency for ser-
vices to be rendered on behalf of the desig-
nated state agency, that address amounts or
rates of that reimbursement, or that adjust
those amounts or rates to contain costs
within the amount of appropriations from
the legislature for a state fiscal year; or"

2. Page 4 line 2 - "(7) that establish standards,
requirements, or conditions for the eligibility
of an individual for assistance under AS 18
or AS 47, or that establish standards for
determining the amount of assistance that an
eligible person is entitled to receive."

Reason: To exempt regulations related to
Medicare/Medicaid and other reimbursements.

J

Prepared by Representative Meyer’s Office



Workforce Information
Department of Labor and
Workforce Development

Employment Size in Alaska

Businesses Number Total number of Employees

Not Affected:

1000 and over employees 36 73,796
500 to 999 employees 54 38,137
250 to 499 employees 86 30,060

176 141,993

Total:

Businesses Number Total number of Employees

Affected:

100 to 249 employees 267 40,111
50 to 99 employees 428 29,107
1,377 41,651

20 to 49 employees

10 to 19 employees 2,127 28,652
J to 9 employees 3,348 21,961
1lo 4 employees 9,579 16,037

17" 619

Total: 17.126
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Office of Advocacy

Small Business Profile: AIASKA

Small businesses make a significant contribution to the U.S.
economy, and in 2003, they were the engine of Alaska’s
economic performance. Nationally, half of U.S. non-farm
private output and employment is generated by small firms
with 500 or fewer employees; in Alaska, small business
owners—including women, minoriucs, and home based
individuals—were leaders in the state's economy in 2003. 'llic
Office of Advocacy’s Small bunntsi Profile reports on small
businesses in the state using the most currently available data.

Number of Businesses. Tne estimated total number of small
businesses in Alaska in 2003 was 029,000." O f the 16,825
employer fu is in 2003,96.9 percent or an estimated 16,300
were small firms. The estimated number of employer
businesses increased by 1.9 percent in 2003. The most recent
data available show that non-employer businesses numbered
6,643 in 2001. Self-employment increased by 9.8 percent,
from 28,641 in 2002 to 31,458 in 2003. (Source: U.S. Dept, of
Libor, Employment and Training Administration; U.S. Dep:
of Commerce, Census Bureau, U.S. Dept at tabor, Bureau of
tabor Statistics.)

Womecn-Owncd Businesses. Self employment by women
increased by 10.6 percent, from 11,514 in 2002 to 12,732m
2003 and rcpiescntced 40.3 percent of self-employed persons
in ihe stale. Women-owncd businesses generated $1.9 billion
in revenues, employed 16,520 workers, and constituted 16,600
firms or 25.9 percent of all firms in 199"\ (Sources; 1’ S Dept.
ofLaltor, Bureau of I abor Statistics, U S Dept, of
Commerce, Census Hircau)

Minority-Owned Businesses, fri 1997, 17.8 percent or 1,900
of the minority-owned businesses in the si-te were employer
firms, anti they generated 87.4 percent of the total minority-
owned business revenue of $2.2 billion. There were 14t
Ibspanrc-owncd businesses; 900 Black-owned businesses;
1,800 Asian anti Pacific Islander-owned businesses; and 6,B00
American Indian ami Alaskan Nauvr owned businesses m
199", (Source: I' S Dept of Commerce, Census Bureau)

Business Turnover. Ihe estimated number ot new employer
businesses was 2.441 in 2003, which is “ 5 percent mote than

1TV office of Advcxaty’s estimate of the u>ttI m.ml<r uf uitr until
buonciM-i is t-a*ed on the pcrcenl of tmall i>uunm et (2001 t rmui
Bureau firm ore data) multiplied by the vital nuinbrr of employer
liulinmrt In 200J (Drpt Ut Lalmr) To thus Intel, vr add the 2x*M
number of nnp.employer firmi (O ui Butesu)

Small susiness I'rolilc Alada. Page | of 2 PuNiihm!in 2004 by U.S Smalllluilncu 4Jniinlitratinn, Ojfiee of

A Voice for Small Business

the previous year. Business bankruptcies increased by 0.8
percent, and totaled 121 in 2003 Business terminations
decreased by 1.3 percent and numbered 2,507 in 2003.
(Source: U.S. Dept, of Labor, Employment and Training
Administration: Administrative Office of the U.S. Courts; U.S.
Dept, of Commerce, Census Bureau.)

Employment. Small businesses with fewer than 500
employees numbered 15,455 in 2001 and employed 127,680
people or 59.6 percent of the state’s non-farm private
workforce (Table 1).: Total net employment gain in the state
amounted to 9,031 between 2000 and 2001. O f that number,
6,350 ate attributable to MSAs (metropolitan statistical areas).
During the same time period, firms with fewer than 20
employees gained 2,824 jobs (Source: U.S. Dept, of
Commerce, Census Bureau, Statistics of U.S. Businesses.
Note Urban (MSA) and rural (non-MSA) employment data is
available at: ww-vM-a i"-v .nlvn--tiT>/.1iri html

Small Business Income. Small business proprietors’income
in 2003 increased by 5.8 percent, from $2.2 billion in 2002 to
$2.3 billion in 2003 (Source: U.S Dept, of Commerce.)

Finance. Small firms typically use commercial bank lenders
and rely on local bank services. Over the last five yrau thctc
has been a gradual decline in the number of banks in Alaska
(Table 3) Ihe Office of Advocacy has identified banki in
each state that make the most loans to small businesses This
information is available in its banking studies available at

>“'AV_SI.j. v.y/advM -

To learn more atsout the (rifice of Advocacy’s tcseatch, data,
and analyses of small businesses, visit wwwsha g-w/advy. call

(202) 205-6533 or email ilsm iyn < ivny

Siynup atli'jpv ,,& . ai'cy. Ii'l for email delivery of:
e Advocacy Communications
e \dvucuc) Newsletter
e Advocacy Bless
m  Advoialy Research

I>ir number tifeifipluyrit tilled lit Teldc 111 mndjirctthottiPaIaUe
tu (he figures Inled ui the [1e-* Jri lestx-n due To dilfrierii

data Meaim

u.»



Table 1. Firms and Employment in Alaska by Industry and Firm Size, 2001 (Thousands)

Industry Non-employer r.mplover Firms Employment

Firms Total <100 <500 Tot <100 <500
Total 46.64 1596 1519 1546 2143 9295 12768
Agriculture, forestry, fishing, and hunting 8.63 031 031 031 161 1.07 '
Mining 0.19 01 007 gpg 97 071 237
Utilities 0.08 007 006 0.6 193 : °
Construction 3.92 23 221 228 1518 1067 122
Manufacturing 101 045 042 043 1101 2.95 4.82
Wholesale trade 0.62 06 049 051 7.15 0.49 5.34
Retail trade 4.2 215 202 205 334 202 1637
Transportation and warehousing 2.04 077 068 o7 181 0.68 1.1
Information 0.45 023 019 02 6.43 172 2,11
Finance and insurance 08 04 034 035 7.08 233 332
Real estate; rental and leasing 358 068 065 067 4.86 2.96 4.86
Professional, scientific, and technical services 558 1.58 15 151 114 7.09 7.58
Management of companies and enterprises N/A 008 004 006 2.17 ® 062
Admin., support, waste mngt., and rented., services 2.07 087 079 081 11.26 0.79 604
Pducutiona] services 0.87 02 019 019 2.66 NA ‘
Health care and social assistance 4,03 152 145 149 326 112 1858
Arts, entertainment, and recreation 2.37 045 044 044 ° . :
Accommodation and food services 148 154 149 152 21.93 1213 1684
Other services 4.73 163 158 16 11.35 - °
Auxdatv, except cot]', subsidiary, and regional
managing offices N/A 0.02 - o : °
t ‘nclassificd N/A 03 036 ' ' '

=Data suppressed to protect the confidentially of individual firms.
Source: U.S. Department of Commerce, Census bureau.

Table 2, Non-farm Establishment Job Gains and Lossrs bv Firm Size, 2000-2001 (Thousands)
Firm Size (Number of Employees)

Total 1-19 1-499 500-
|ob Gains
New establishments 1251 4.73 753 4.98
Expanding establishments 25.16 894 1731 7.85
Job lames-
Downsized establishments -18.73 -5.98 T409 464
Closed establishments 991 4 86 8 17 -1.74
Nrt change in employment 9.03 282 258 645

S"ircc: US. Department of Commerce, bureau ..f the Census, Statistics ©fL-S Uusinettcs, 2001

Table J Number PiThnk- in Alaska In A«'cf St/c. 1995 2003

Numliet of Hanks Pet Year Number of banks hv Asset S:/r. 2t*>'
1995 2000  2d01 2002 2003 HeiowVOiM  JiOOM-JVo.M  Sr.->-$iH  SIIMM'B  twrr JI"b
8 @ h 6 6 1 2 1 2 0

Source U.S Stal) Duiinny Administration, Office of Advocacy, from data collected by thc Federal Heietve Board
The lull Itti of small busmen ftiemlly banks can > found on the <Xfice ti{ Advocacy's sarbiite atpi  mmp»lal:.. iSi

u

Snull Hutmen Profile Aldikj, 20f2 I'uMIthtJin 2004 iy VS SmallBunnen JdmtniitnM hin, O jflic ofAJwemy



Headquarters;

217 2nd Street, Suite 201
Juneau, Alaska 09801

(907) 586-2323 FAX 463-5515
www.alaskacharnber.com

Regional Office: *
601 W. 5th Avc,, Suite 700 *STATE
Anchorage, Alaska 99500 CHAMBER

(907) 278-2722 FAX 278-6643 OF COMMERCE

March 15,2005

Representative Kevin Meyer, Co*Chair
House Finance Committee

Capitol Room 515

State Capitol

Juneau, Alaska 99801

Dear Representative Meyer,

RE: HB 33

The Chamber of Commerce supports any and all legislation meant to streamline the regulatory
process, which ultimately allows Alaskan businesses to prosper. While HB 33 docs not

streamline the process, 't ultimately creates an avenue of awareness for departments during the
drafting of regulations. Incorporating business awareness into the rulemaking process should
ultimately create better regulations that work with business, which should lessen the impact of

legal action on new regulations.

Already complicated, the rulemaking process is often obfuscating and difficult to incorporate
into any private business. HB 33 certainly makes progress in creating a regulatory process that is
responsive to business interests. The "L" version of HB 33 simply requires the department to
compile a list of affected businesses, while also requiring an impact statement using current and

readily accessible data.

The State Chamber of Commerce strongly supports 1I1B 33 and we arc hopeful the bill will reach
final passage this session. As written, HB 33 appears to be a no-brainer with its simplicity and
straightforward approach in creating business awareness for the regulatory process.

Respectfully,

Wayne A Stevens
President/CEO


http://www.alaskacharnber.com

Connie Marshall
Region X Advocate
U.S. Small Business Administration
before the
House Labor and Commerce Committee
of the
Alaska Slate House
March 4, 2005
Chairman Anderson and members of the Labor and Commerce Committee, my
name is Connie Marshall and | am the Regional Advocate for the U.S. Small Business

Administration’s Office of Advocacy's Region X (which includes Alaska, Washington,

Oregon, and ldaho). It is an honor for me to speak lo you today and testify on House Bill

33.

As the Regional Advocate for Region X, myjob is to be the direct link between
state and local governments, small business groups and small business owners and
employees and the Office of Advocacy, based in Washington, DC. My chief concern is

to help identify regulatory concerns of small business by monitoring the impact of federal

and state policies at the grassroots level. It is my goal to see that programs and policies

that encourage fair regulatory treatment of small business are developed and
implemented to ensure future growth and prosperity. This is why | am testifying in

support of proposed legislation which will strengthen small business regulatory flexibility

in Alaska.

I he Office of Advocacy enforces the Regulatory Flexibility Act (RFA) on the

federal level in ordei to lessen the regulatory burden on small business. More than >3



percent of businesses in every state arc small businesses. As you may know, small
businesses with less than 20 employees spend $6,975 each year per employee to comply
with federal regulations— that is 60 percent more per employee than large firms with
more than 500 employees spend. And that isjust the cost of federal regulations. Small

business owners also have to shoulder the cost of state regulations.

Under the RFA. Advocacy has shown time and again that regulations can be
reduced and the economy improved without sacrificing such important goals as

environmental quality, travel safety, and workplace safety. By working with federal

agencies implement the RFA, in 2004 the Office of Advocacy saved small businesses
nationwide over $17 billion in foregone regulatory costs that can now be used to create

jobs, buy equipment and expand access to health care for millions of Americans, or

simply maintain competitiveness in the marketplace.

While some states have state regulatory flexibility legislation that mandates stale
agencies to perform economic impact analysis before they regulate, many do not. For
that reason, the Office of Advocacy drafted the Regulatory Flexibility Act model

legislation and issued a report on the status of regulatory flexibility in the states in

December of 2002.

There arc five critical elements contained in the Regulatory Flexibility Act model
bill. Successful state-level regulatory flexibility laws should have: (1)a small business

definition that includes most small businesses, (2) a requirement that state agencies



perform an economic impact analysis before they regulate, (3) a requirement that slate
agencies consider less burdensome alternatives that still meet regulatory goals, (4)
judicial review so that the law has teeth, and (5) a provision for state government to
periodically review all its regulations. To be effective, there should be few, if any
exemptions from the law. Even the best regulatory flexibility initiative has little value if
the majority of state agencies arc exempted from it. In order for regulatory flexibility to
work, there is a need for the Governor’s leadership, trained and educated state agencies

that understand their responsibilities, and the continued involvement of the small business

community.

During this time of tight state budgets, you may be wondering how much it costs
a state to implement regulatory flexibility for small business. The answer is that
implementing a regulatory flexibility system can be done at little to no additional cost lo

the state. Let me share information from two states tin t have recently implemented

regulatory flexibility provisions.

In North Dakota, the agencies were granted no additional funds to carry out their
duties under the new RFA legislation. The state legislative review committee is
responsible for reviewing the regulations that their slate agencies, using economic impact
analysis, have determined might I>e overly burdensome to small business. So other than

additional regulations for the committee to review. North Dakota has simply absorbed the

new duties into their already existing system.



Similarly, in Colorado, the agencies were granted no additional funds to carry out
their duties under the new RFA legislation. The Office of Policy Research and
Regulatory Review in Colorado’s Department of Regulatory Agencies was given
responsibility for implementing the new law. To meet the new obligations, they shifted
personnel in their office and dedicated part of an IT person to implement their e-

rulcmaking notification system. Like North Dakota, Colorado simply absorbed the new

responsibilities into their current structure.

The benefits of implementing a regulatory flexibility system truly outweigh the

costs. Let me give you an example of how regulatory flexibility works from a stale that

has had an active regulatory flexibility program lor nearly ten years. In October 2004,
New York State adopted an emergency regulation to prevent prescription fraud by
requiring the use of an official State prescription form lor all prescribing done in New
York. The official prescription forms utilize security features that will curtail alterations

and forgeries that divert drugs to black market sale to unsuspecting patients and cost New

York’s Meuicaid program and private insurers tens of millions of dollars annually in

fraudulent claims.

Under New York's State Administrative Procedure Act and an Executive Order
signed by Governor Pataki, the Department of Health was required to perform a
regulatory flexibility analysis for small business (RFASH). It was found that the
proposed regulation would affect small businesses such as practitioners, pharmacists,

retail pharmacies, hospitals and nursing homes.



Therefore, in drafting the regulation, the Department of Health met with and
considered comments from the affected small businesses. By consulting with small
business throughout the rule writing process, the New York Department of Health was
able lo craft a regulation that met their goals without unduly burdening small employers.
The Serialized Official New York State Prescription Form regulation is expected to save
private insurers and the Medicaid program millions of dollars due to the reduction of

fraudulent prescription claims. In addition, the regulation will benefit the state, its

citizens, and private insurers.

Since December of 2002, my fellow Regional Advocates and | have been working
with state legislators across the country to make regulatory flexibility for small business a
legislative priority. In 2004, 17 states (California, Connecticut, Georgia, Idaho, lIllinois,
Kansas, Kentucky, Missouri, Nebraska, New Jersey, Pennsylvania, Rhode Island, South
Carolina. South Dakota, Tennessee, Washington, and Wisconsin) introduced regulatory
flexibility legislation and seven states have signed legislation into law (Connecticut,
Kentucky, Missouri, Rhode Island, South Carolina, South Dakota, and Wisconsin). In
2003, twelve states introduced regulatory flexibility legislation. Governors in North
Dakota and Colorado signed regulatory flexibility legislation into law, while
Massachusetts Governor Mitt Romney and West Virginia Govcmoi Bob Wise signed
Executive Orders to implement regulatory flexibility. To dale, in 2005, twelve states

including Alaska have introduced regulatory flexibility legislation. And a little over one



month ago, Arkansas Governor Mike Huckabce enacted regulatory flexibility by

Executive Order.

One of the many reasons, | believe, this legislation has been so successful over the
last two years is because policy makers across the country are realizing that regulatory
flexibility is as an economic development tool. There arc over 23.7 million small
businesses in the United States and they arc the job creators: small firms create between

60 and 80 percent of the net new jobs in our economy.

There is no question that small business is the backbone of the economy here in
Alaska just as il is throughout the country. According to the federal definition of small
business (500 employees or less), 96.9 percent (16,300) of Alaska’s employers are

considered small and employ over 59.6 percent (127.680) of Alaska’s non-farm sector

employees.

Sometimes, because of their size, small businesses aggregate importance to the
economy can be overlooked. Because of this, it is very easy to overlook the negative
impact of regulatory activities on them. The intent of this legislation is to compel
regulatory agencies to consider small businesses when regulations are developed and

particularly consider the disproportionate impact those regulations might have.

I his legislation is needed. The Office of Advocacy commends you for bringing

Mouse Bill 33 forward.
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Created by Congress in 1976, the Oflicc of Advocacy ofthe U.S. Small Business
Administration (SBA) is an independent voice for small business within the fed-
eral government. Appointed by the President and confirmed by the U.S. Senate,
the Chief Counsel for Advocacy directs the oflicc. The Chief Counsel advances
the views, concerns, and interests of small business before Congress, the White
House, federal agencies, federal courts, and state policy makers. Economic
research, policy analyses, and small business outreach help identify issues of
concern. Regional Advocates and an oflicc in Washington, DC, support the Chief

Counsel's cfTorts.

For more information on the Oflicc of Advocacy, visit http://wvnv.sha.gov/ailvo,
or call (202) 205-6533 Receive email notices of new Office of Advocacy infor-
mation by signing up on Advocacy's Listscrvs at http://web.sba.gov/list

o Advocacy Communications
o Advocacy Newsletter

o Advocacy Press

o Advocacy Research


http://wvnv.sba.gov/ailvo
http://web.sba.gov/list

Foreword

The mission of the U.S. Small Business Administration's Office of Advocacy hes
always been to help reduce the regulatory burden placed on snall business. While the
focus of thet activity hes been nostly ai the feckeral level, Advocacy recognizes thet

slate ad local governments can also be a source of burdersomnre regulatiors.

A Z00 study funded by Advocacy, The Inpact of Regulatory Costs on Smrall Firrmrs,
by W. Mark Grain and Thomas D Hopkirs, shows thet snmall businesses spend rearly
S7.000 each year per enployee to conply with feceral regulatiors. That is S2 500 nore
per enployee than large firms spend. Presicent Bush hes an active and aggressive
small business plan thet includes reducing feckral regulatory burders on siall business.

For thet reason, the Office of Advocacy presented draA nodel regulatory flexability
legislation for corsideration by state legislatures in Decerber 2002 Since the intro-
duction of this report, Sall Business Friendly Regulationt Model Legislation for
States, many states have taken steps to introduce or strengthen regulatory flexbility
legislation North Dakota look the lead inthis effort and Governor John Hueven
signed a kill irnto lawon April 29, 2003 Colorado followed, with Governor Hill
Owens signirng regulatory flexibility legislation irnto lawon Jure 3 2003 The Missouri
legislature hes sent a kill lo Governor Bill Holden for signature. All told, 12 states

introduced regulatory flexibility legislation durirng the 2003 spring legislative session

These state initiatives are showing results. One exanrple of how states can fix ore-
sizcfits-all rules involved aNew York Deparintrt of Motor \Vehicles regulation for
safety devices and road restrictiors for trailers ad loning. While intended to cover
highway trarsportation, the rules covered farmequiprent and inposed unreasonable
mandates on farmers who hauled fertilizer spreaders across roads to reach differert
acreage. Due to the work of the New York State Governor’'s Office of Regulatory
Reform, a rule change took snall business concerrs into account by relievirg farmrers
of the need to undertake costly retrofittirng to meet trailer st.iinlats The rule charge
saves the New York farming industry as much as S120 million undwas done without

compromising highwmay safety.



Based on inguiries Advocacy hes received, this report Itas been updated and revised to
ircluck informeation on periodic review ard regulatory review conmmittees. We hope
this report will continue lo serve as a wseful tori for state legislators who arc interested

in leveling tre regulatory playirng field for small businesses in their states.

Thomas M. Suiovan
Chief Coursel for Advocacy
U.S. Snall Business Administration

Smiill liuuni‘iv friendly Hrqulutlori



Contents

FOTEW OTA ettt ettt a et e be et e e e b et e ssese b et eneerenee

Regulatory FHexibility Legislation inthe States........c.ccococovvevivnciciinnnn,

Small Business Administration Office of Advocacy Regional Advocates



Regulatory Flexibility: What it Is

and Why it Matters

In Septenber 1980, Congress enacted the Regulatory Flexibility Act (RFA)1which A Brief History of
Federal Regulatory

Flexibility
Legislation

mandated thet agencies corsider the inpact of their regulatory proposals on snall
ertities, analyze equally effective altermatives, and make their analyses available for

public comrent.

The lawwas ot intenced to create special treatnent for smrall business. Congress
intenckd thet agencies corsider inpacts on snmall business to ersure thet, intheir
efforts to fulfill their public resporsibilities, their regulatory proposals did not have
unintenced anticonpetitive inpacts and thet agencies explored less burdensonre alter—

natives thet were equally or nore clTcctive inresolving agency objectives.

In March 1996, anrendrents to the RFA, inthe formof the Small Business Regulatory
Enforcenent Fairness Act1(SBREFA) becanme law SBREFA raised the stakes for reg-
ulatory agencies. Congress hed firally been persuaded by 15years of uneven conpli-
ance with the RFA, ard by the repeated urging of the small business community, to
authorize the courts to review agency conpliance with the RFA. "Judiicial review' wes
thought to be the incentive thet was lacking inthe original statute. SBREFA also rein-
forced the RFA requirerrent thet agencies reach out and corsider the input of srrall
businesses inthe developrrent of regulatory proposals, subjecting this outreach to

judicial review as well.

One of the clearest exarrples of how berefits can be derived fromefforts to ersure Federal Regulatory

corrpliance with the RFA comes fromthe Departrrent of Trrrsp  bon (DOT). To Flexibility in Action

inplerrent provisiors of the Anericans with Disabilities Act, D imposed a regula—
tion inMatch 1908 thet would have required dl notor earrers, tour bus operators,
and other trarsportation conpanies to provide access for people with disabilities, pri-
narily by irstalling mechanical lifts. Advocacy advised DOT thet its proposed rule
v,c,U'l br.'.c >seriows inpact on the small bus iNdustry and would cause these sirall
businesses to rodu-c trarsportation services to the ertire public, including the disabled

(the opposite consequence of DOT's irtertion).

DO staff it representatives of the affected small nusinesses et to discuss the regu-

lation ad us alterretive, an inportart step inthe DOT's Rl A amalysis The nreeting

I'ub t. S.1 Vft-IM, «4 Sin IIM (ustiOni <IVI."sr » 6 ti w<))
fih L So 100.1)1, 1105l BSAOilivd JUSCIM)I ct i)
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Regulatory
Flexibility and the
States

provided a neaningful opportunity for smrall businesses to discuss cost projectiors and
other data relevart to the proposed rule. After the DOT et with Advocacy arnd snall
carriers, they published a firel rule adopting an inmovative approach recontrended by
small bus opcrutors. The revised rue, published inSeptenber 1998 not only achieved
the agency’s objectives, but also struck asersible balarnce. Ussertially, DOT backed
awjy frommandating a ore-sizc-fits-all proposal and trarsitiored the redesign of &l
buses to acconmodate passengers with disabilities while naintainirg service for those
who rely on srrall bus corpanies. Srrall businesses welcomed DOT's firdl rule,
expected to save the small bus industry about S| 80 million while guaranteeing trars—

portation for the disabled

| he great need for reduced economic inpact on snall businesses does ot stop at the
feckral level, More thaen 93 percent of businesses inevery state arc small businesses
(sec chart).” Therefore, snmall businesses should be protected fromstate regulatiors thet
require themto bear disproportionate costs and burders. Small enployers can kelp fix

problers if they have a voice inthe process!

Inasunvey of slate legislation, the Office of Advocacy fourd thet many states lack
legislation that allows for regulatory flexibility.* Of the stales thet do have some form
of regulatory flexibility, many arc missing key legislative components. Advocacy hes
drafted nodel legislation to help state legislators create a structure inwhich sirall
businesses can base meaningful input inthe developnent of state policies and rules.

Awnare of the state economic berefits of less burdersone regulatiors, the Office of
Advocacy wants to build on the successes of feceral regulatory flexability and of states
thet have leJ the way with legislative and executive approaches of their ovwn. In fiscal
year 2002 the cost savings to snall businesses from feceral regulatory flexibility was
nore then S2I.1 billion' The Ollicc of Advocacy urges slate policymakers to enact
regulatory flexibility legislation or arend currert legislation inorder to pass on simi-

lar cost sa\ ings lo state economies.

'Dicirforyationr thit ctart 0 tdenfromﬁwWM* I(*< IVftanobrmedb/tIeSnnll ||uamctf
|M'"““E%“°“'*°”nﬁ% a%]n%“K i S
om miyl Turyau uo, n | JIIK N0 Cela 7oy Caianie
Rbiicy ity shia e
Rrpotl ofthe hrfCouwrlfor 90.yon|ne/m/i|fmrntJtIonofihrﬁulaU[ryFUublhty /Fiuol
Jd?n|cs<ﬁrJ|A‘ Bk *tkhatunou 10
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Model Legislation

A BILL

To inprove state rulenmeking by creating procedures to anmalyze the aailability of nore
flexible regulatory approaches for small businesses.

Findings
(1) A vibrart and growing srmall business sector s critical to creatingjobs ina dynam-

ic econony;

(2) Small businesses bear a disproportionate share of regulatory costs and burders;

(3 Fundarrental changes thet are needed inthe regulatory and enforcernrent culture of
state agencies to make them nore resporsive to sirall business can be made without

conmpromising the statutory missiors of the agercies;

(4) When adopting regulatiors to protect the health, safety, and economic welfare of
(State), state agencies should seek to achieve statutory goals as effectively and effi-

ciently as possible without inposing unnecessary burders on snall enployers;

(5) Uniform regulatory and reporting requirenents can inmpose unnecessary and dis—
proportionately burdensone dermands includirg legal, accourting, and corsulting costs

upon sirall businesses with limited resources;

(6) The failure to recognize differences inthe scale and resources of regulated busi-
nesses can adversely affect competition inthe marketplace, discourage innovation, and

restrict inproverrents inproductivity,

(7) Unnecessary regulatiors create entry banters in many industries and discourage
potertial entreprereurs from introducing bereficial products and processes;

(K The practice of treatirg all regulated businesses as equivalert iiljv lead to ireffi-
ciert wse of regulatory agc.;¢> resources, enforcenment problens, and insome eases, to
actiors incorsisternt wiih the legislative intert of health, safety, ervironmental, jinl

economic welfare legislatior;

(9) Altermative regulatory approaches which do rnot conflict with the stated objective of

applicable statutes mes be available to tnin'mi/e the significant economic inpect of

rules on snall businesses;

Small Quortrss fr.i-ncily flcrjulatlon



(10) The process by which state regulatiors arc developed and udopted should e
reformed to require agencies lo solicit the idkas and conmrents of small businesses, to

examinre the inpact of proposed ard existing rules on such businesses, and to review

the cortinued need for existing rules.

Section |. Short Title
This act may be cited as the Regulatory Flexibility Act of [2003].

Section 2 Definitiors
@As used In this sotian:

(1) “Agency" nears each state board, commission, departnent, or officer authorized

by lawto nake regulatiors or to determine contested cases;

(2 "Proposed regulation’ mears a proposal by an agency for anew regulation or for a
change in addition to, or repeal of an existing regulation

(3) “Regulation’” mears each agency staterrent of gereral applicability, without regard
to its designation, thet inplenents, interprets, or prescribes law or polity, or describes
the organization, procedure, or practice requirenents of arny agency. The term includes
the anmendnrent or repeal of a prior regulation, but docs ot ircluce (A) statenents
concerning only tre intermal managerent of any agency and ot affecting private
rights or procedures available to the public, (li) declaratory rulirgs, or (C) utra-

agency or interagency menoranda;

(4@ "Small business" mears a business ertity, includirg its affiliates, thet (A) is inde-
pencently owned and operated and (1S>enploys fewer than [five hundred] full-tine
enployees or hes gross arial sales of'’.s then [sixX] million collars

Section 3 Economic Impact Statermrents
(@) Prior to the adoption of any proposed regulation thet may have an adverse inpact

on sirall businesses, rails agency shall prepare aneconomic inpect statenent thet

includes the folloning

(I 1 An icertification ad estimate of the nurber ol small businesses subject to the pro-

posed regulation;

(2) flic projected reportirg, recordkeeping and oth-r administrative cosis required for

ModellegiiUhon for Staler



conpliance withthe proposed regulation, including the type of professional skills nec—

essary for prcparaiion of the report or record,
(3 A staterrent of the probable effect on inpacted small businesses;

(4) A description of any less intrusive or less costly altermative methods of achievirg

the purpose of the proposed regulation

Section 4 Regulatiors AlTccting Small Businesses

(@) Prior to the adoption of any proposed regulation on and after [January |, 2003),
each agency shell prepare a regulatory flexibility amalysis inwhichthe agency stll,
where corsistent with health, safi.y, and ervironnental and economic welfare, corsid-
er uilizing regulatory methods thet will acconplish the objectives of gooli able
statutes while minimizing adverse inpact on snall businesses. The agency shall con-
sicer. without limitation, each of the following nethods of reducing the inpact of the

proposed regulation on small businesses:

(:L'LThe establishnent of less strirgernt conpliance or reportirng requirerrents for snall

businesses;

(2) The establishnent of less strirgent schedules or deadlires for conpliance or

reporting requirernrents for small businesses;

(3)1 he corsolidation or sinplification of conpliance or reporting requirenents for

small businesses;

(4) The establishrent of performance standards for srmall businesses to replace design
or operational standards required inthe proposed regulation; ad

(5) Tite exenrption of siiij |l businesses fromall or any part of the requirenents con-

taired inthe proposed regulation

(b) Prior to the adoption of ary pwpoxed regulation thet may have an adverse 1 npact
on small businesses, each agency shall notify the [Departnent of Economic and
Community Developrrent or similar state departnent or courcil thet exists to review
regulatiors) of Us intert to adopt the proposed regulation 1he (Departirent of
Economic and Conmunity Developrent or sinitar stale departnent or courcil thet
exists to review regulatiors) shall advise and assist agencies inconplying withthe

provisions 0f this section

Small Husiorts frianijly HrguUtion



Section 5 Judicial Review
(a) For any regulation subject to this section, a smaii business thet is adversely affect—
ed or aggrieved by firel agency action is ertitled tojudicial review of agency conpli-

ance with the requirenents of this section

(b) A small business may seek such review durirg the period beginning on the date of

firel agency action and ending ore year later.

Section 6. Periodic Review of Rules

(8 Within four years of the enactnent of this law each agency shall review dl agency
rules existirg at the tine of enactrrent to deterrmine whether such rules should be con-
tinued without charnge, or should be anended or rescinded, corsistert with the stated
objectives of those statutes, to minimize economic inpact of the rules on snall busi-
ncssr ina manrer corsistent with the stated objective of gpplicable statutes. If the
head of the agency determines thet conpletionr. 'he review of existing rules is not
feasible by the cs> ’ fished date, the agency shall publish a staterrent certifying thet

cetermination 1he agency may extend the conpletion date by ore year at atine for a

total of not nore than five years.

(0) Rules adopted after the enactnent of this law slull be reviewed within five years
of the publication of the firal rule and every five years thereafter to ensure thet they

minimize economic inpact on small businesses ina manrer corsistent with the stated

objectives of applicable statutes.

(¢) Inreviewing rules to minimize economic inpact of the rule on small businesses,

the agency shall corsider the following fjctors

(1) lhe continued reed lor the rule;

(2) The raeture of conplaints or comments received concerning the rule fromthe public,

(3) 1he conrplexity of the rule,

(4) The extert to which the rule overlaps, duplicates, or conflicts withollci feceral,

state, ard local governmental rules, and

(5] Ihe lergthol nire since the rule hes been csulut,:d or the degiec tnwhich techrol-

ogy. economic conditiors, or other factors have Jut ged inthe areaatfcitcd by I! *ni
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Small Business
Definition

Economic Impact

Analysis

Examining
Alternatives

Judicial Review

Periodic Review

Requlatory Flexibility Legislation
In the States

The Office of Advocacy surveyed state legislation looking for existing regulatory flex-—
ibility lans ad ickrtified seven key ureas characteristic of strong state regulatory flex—
ibility legislation, listed below While 35 states and Puerto Rico have sonme legislation

thet pertairs to small business regulatiors, many arc missing key conmponents thet give

regulatory flexibility its effectiveness.

Every sirgle state hes some variety of an administrative procedures act governing reg-
ulatory protocol. Advocacy looked to see whether the state hed any legislation specifi-
cally erafled for small business regulatiors and whet the state defined as snall business.

One of the critical parts of any regulatory flexibility schene is understanding the eco-
nomic inpeact of regulatiors as they relate to small businesses. Advocacy looked for
legislation thet required agencies to review or otherwise research the inpact of the

proposed regulatiors on small businesses.

In addition to examining the economic inpact, agencies need to be proactive in look-
ing for regulatory solutiors (et do rol unduly burden snall businesses. Advocacy
looked for language thet required agencies to examire regulatory altermatives and give

reasors Why such alterratives could not feasibly he inplenented

As we have learmred on the feckeral level, havirngjudicial review of enacted regulatiors
thet do not conply with regulatory flexibility legislation is critical. Without judicial
review, agencies may not conduct a thorough and well-reasorned regulatory flexdbility
aralysis. Advocacy looked for legislation thet aflbrdedjudicial revieweither inthe

courts or through administrative review committees.

Existing regulatiors may also uduly burden siall businesses because old rules may
no lornger verve their purpose, may be trurped by newer feceral or slate legislation, or
arc technologically obsolete. Uy periodically reviewing rules, the agencies can ersure
thet dl of their regulatiors arc still necessary Tirs ersures astreamlined and clfii’ert

regulatory ervironment

Small dullness hu-nd/y Regulation



Regulatory Review

Small business owners are the greatest resource agencies can wse to understand how
Committee

regulatiors alTect small businesses and what altermatives may be less onerous. One
way to allowsnall businesses to have a voice inthe process is to allow themto serve
on regulatory review committees where they Felp solve regulatory problens. While
many states already have some formof committee to review regulatiors, nost arc
conposed of legislative members only. Advocacy supports allowing members of the

small business commmunity to serve on these review boardk.

Even the best regulatory flexibility legislation hes little value if nost ertities arc Exemptions

exenpted from il. Advocacy looked at any legislation thet gave exceptiors or exenp-

tiors for certain types of regulatiors and/or agencies.

See the table on the next page for a summary of the provisiors offered inthe regulato-

ry flexibility laws of the various states.

Modellegnhhon lor Sratn
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State

Alabama
Alaska

Anzona

Arkansas
California

Colorado
Connecticul
Delaware
Washinglon DC

Flonda

Georgia

Guam
Hawan
Idaho
Illinois

Indiana

lowa
Kansas

Kentucky

Louisiana
Maine
Maryland

Massachuselts
Michigan
Minnesota
Mississippi
Missouri’
Montana
Nebraska

Nevada

Now Hampshire

Now Jersoy

Citation
Information

Ala. CodB &
Alaska Stat. §

Ariz. Rev. Slat Ann.

Ark. Codo Ann §
Cat Gov. Codo §

Colo. Rov. Stat Ann. §
Conn. Gen Stat. Ann. §
Del. Coda tit. 29, §

DC Codo Ann f|

Fla Stat. Ann. §

Ga. Codo Ann. §

5GCA
Haw Rov Slat Ann 6
Idaho Codo §

51l Comp. Slat. Ann.

Ind. Codo Ann. §

lowa Codo Ann §
Kari Sta Ann §

Ky Rev Stat. Ann. §

La Rov. Stat Ann
Mo Rov. Stat Ann lit5

Md. Code Ann St Gov.

Mass Gen Law Ann 6
Mich. Comp Laws Ann
Mmn Slat Ann §

Miss Codo Ann §

Mo Ann Stat §

Mont Codo Ann §

Neb Rov Stat $

Nov Rov Stat

N H Rov. Sta! Ann §

NJ stat Ann (,

State Regulatory Flexibility Statutes (by Statute Reference Number), June 2003

Small
Business
Definition

41-1001 ft9)

11342.610
24-4-102
4-16Ba(a)(2)
10403(3)
120.54(3)(b)

(2)0).
120.52(16) & (17)

50-13-4(a)(3)

201M-1

100/1-75; 100/1-80;
100/1-85

13A 210(5).
13A010

8052(5A)

24 207a

233(3 0382

541-A 5(1V)(0)
52 14(3-17, 57 14(3-
25

Economic
Impact
Analysis

41-1052;
41-1055;
41-1056.01

11346 2; 11346.3;
11346 9

24-4-103
4-16Ba(c)

10404

120 54(3)(b) (1)
and (2)

50-13-4(a)(3) & (4)

9301"
201M-2

100/5-30(c)

4-22-2-281
17A-4A*
77-416(b)'
13A.2401
49.953'

10-124’

30A-5
24 240; 24 245
14 131'
25-43-6(2Xd)

2339 0608,
233(3 0609

541 A5[IVXe)
52 14(3-19.52 14(3-
25

Examining
Alternatives

41-1055

11346.2;
11347.6
24-4-103
4-168a(b)
10404
120.54(1)(d);
120 54(3)(b)
(2)(a); 120 541

50-13-4(a)(3)

201M-2

100/5-30(a)

77-416(b)

13A210

8052(5-A)

30A-5
24 240
>

25-43-6(2)(9)

233B.0608,
2339.0609

52.14B-18,
52 14B 25

Judicial
Review

41-1034,
41-1051;
41-1052

11349; 11350

4-175; 4-183
10141

120 68; 120.545;
12056

50-13-19;
50-13-10,
50-13-13.
50-13-20
9309
201M-6

17A-19

13A.337

49:965 1

8058, 11001,8072
10-222,

10-125

30A-7

24 264. 24 301

14 69

25-43-17

233(3 105,
2339.110,
233B 130
641-A 13. 541-A 24

Periodic
Review

41-1056

11349.7

4-170(a) repoaled
10407

120.74

201M-7
67-5291

100/5-130*

4-22-2-46;
4-22-2 5-2'
17A-33-

13A.345

49 968
8071: 8072
10-132.1;
10-133

14 3691

2330 050

541-A 2

52 14B-5 1

Exemptions

41-1057;
41-1005;
41-1044

1134C.1; 11353,
11356:11361
24-4-103
4-168a(d)

120 50: 120.63;
120 80, 120.81

50-134(b)

49967
8054

24 315
14 03
25-43-6(4)

541-A 21

Rules
Review

Committee
41-22-22
44 62.125

41-1057

4-170

120545

201M-5

100/5-90

4-22-2-28,
4-22-2-46
17A-8

77-436. 77-423

13A020

2-502

24 234, 24 235

B4-907 0/
233B 067

541-A 2
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State

Now Mexico
New York

North Carolina
Nodh Dakota
Ohio

Oklahoma

Oregon
Pennsylvania
Puerto Rico

Rhode Island
South Carolina

South Dakota

Tennessee
Texas

Utah

Vermont
Virgin Islands
Virginia
Washington

West Virginia
Wisconsin
Wyoming

Citation
Information

N.M. Slat Ann. §
NY CLS SI. Admin P Act

§
N C. Gen. Slat. §

N D. Com. Code 5
Ohio Rov. Code Ann 6
75 Okla. Slat. Ann. til.
75 §

Or. Rev. Slat 6

71 Pa Cons Stat Ann.

H B. 3038, No 454
R.l. Gon. Laws §

S.C. Codo Ann. §

S.D. Codified
Laws 5
Tonn. Codo Ann 6

Tex GovtCode Ann §

Utah Code Ann §
VI Slat Ann §

Va Code Ann §
Wash Rev. Code Ann. §

W Va Code 5
Wis Slal Ann 5
Wyo Slat Ann 5

‘Not smail-businessspecific.
'Periodic review of small business rules only

'Th.s provision imposos expiration datos on rulos rather than requiring penodic review
* lowa repealed its small businoss regulatory flexibility statute In 1998 (sue 17A.31). the statute cited allows for a regulatory flexibility analysis, which includes an economic impact

analysis and examination ol alternatives, if requested by tho Administrative Rules Coordinator or Ihe Administrative Review Committee An interested party can petition the ARC or
ARRC torequest a regulation be rovicwod. but ultimately the ARC/ARRC doodes whether or not to roquest such an analysis (son 17A 7)

Minnosola has legislation that allows adversely affected small businesses lo apply for a vanance (exemption or other alternative) from anexisting regulation

Small
Business
Definition
102(8)

28-32-08 1
121.24(A)(9) &(10)
502(4)

183.310(9)

§2(c)&(d)

42-35-1(i)

2006 011,
2006 001

3-801(12)

19 85 020

227.114(1)(n)

Economic
Impact
Analysis

202-b(2)

150B-21.4'
28-32-08.1
121.24(E); 127.18

504

183.335(2)(b)
745 5(9) 4(10)'

§ox»
42-35-3(4)

1-23-10(7);
1-23-115

2006 002

63-46a-4(5)(1)'
3838

19 85.030.
19 85 040

227 114(2)

Examining
Alternatives

202-b(t)
28-32-08.1

504
183 540

8§<

42-35-3(4)

2006.002

3832

19.85 030

227 114(2)

Judicial
Review

205

28-32-08.1

505

183.090, 183.480
745 12a

811

42-35-15;
42-35-7

1-23-380;
1-23-120

2006 013

63-4Ca-12.1
3 815

34 05 570

227 52. 227 40

economic hardship, among other factors Tho application costs, uta minimum, J10 (sen 14 055 and 14 056)

'The Missouri legislature passed S 13 69, which awaits the Governor's signature as of Juno 2003 Missouri's economic impact analysis looks at the impact ofbills,rather

regulations, on small businesses (soo 23,140)
Rmnow of a rule is mandatory in Pennsylvania if roguested by a thud party.
Thu Rhodo Island provision requires rules lo bo re-hied periodically

Source: Compiled by U S Small Busmoss Administration, Oftico of Advocacy, from Mato statutory Information

Stato Regulatory Flexibility Statutes (by Statute Reference Number), Juno 2003

Periodic
Review

207

28-32-18.1
119.032

307.1; 250.10

183720
745 8a’

8§10

42-35-42’

2001.039

63-460-11.51

2 2-4017
34 05630
29A-3-16

Exemptions

202-b(3)

28-32.08.1
121 24(F)

2006.012

63-463-12.1; 63-
46a-11
3 816, 3 832

227 24

Noio that some stales' regulatory flexibility toy sfat*oo Is stronger than others' and their relative strengths are ascertainable only by examining tho laws themselves

Rules
Reviow
Committee

Executive Order
20’

150B-21.16
28-32-17

Yes

Yes

1-26-1.1

63-46a-11
3-817, 3-820

34 05 610

29A-3-10
227.19,; 227.26
28-9-101

ilthey canshow

than



Model Legislation Initiative

Status of State Regulatory Flexibility Provisions, July 2003
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Small Business The relatiorship betwe -nthe nation's small businesses and the Chief Coursel for
Administration Advocacy is strengthened by regional advocates located inthe SBA's 10regiors They
Office of Advocac
y are the Chief Counsel's direct lirkto small business owrers, stale ad local govern-

Regional Advocates
nment bodies, and organizatiors thet support the interests of srrall ertities. ‘Ihe regioral

advocates help icertify regulatory concerns of srmall business by monitoring the
impect of feceral and state policies a the grassroots level, Their work goes far to
develop prograns and policies thet encourage fair regulatory treatrrent of snall busi-

ness and help ersure their future gronth end prosperity.

The Chief Counsel's I'lcasc contact these advocates for assistance and guidance in inplerrenting the mockl

Direct Link legislation inyour state They are agreat source for state small business informration

and arc ready and willing 10 assist!

2 Swmll Butmow friedly Regulation



Region |

Serving Conrecticut, Maire, Massachusetts,
New Hanpshire, Rhode Island, and Vernont
Uarbaru Manning

Srall Business Administration

10 Causeway Street, Room 812

Boston, MA 02222-1093

Main (617) 566-8415

Direct: (617)565-8418

Fax (617) 565-8420

barbara nHiminfi@sba.gov

Region 1l
Serving New Jersey, New York, Puerto Rico,
and Virgin Islands

Alan Steinberg

Sall Business Administration
26 Federal Plaza

Room 3108

New York, NY 10278

Main (212) 264-1450

Direct: (212) 264-7750
Fax(202)481-5857

alan sicinberg(asha gov

Region 111

Serving Delawnare, Disirici of Colunbia,
Maryland, Penrsylvania. Virginia, and
West Virginia

Vacant*

Srall Buwsiness Adinistration

900 Market Street, &t | oor
Philacklphia, PA 19107

Mam (215)580-2807
Pax:<215|580-2800

Region 1V

Serving Alabarmg, Florida, Georgia,
Kentucky, Mississippi, North Caroling,
South Caroling, and Tennessee

Pat Garlland

Srall Business Administration
233 Peachtree Street NW

Suite 1800

Atlarnta, GA 30303

Main (404) 331-4999
Fax:(404)331-2354

pmrick.gartlanc/@sba.gov

Region V

Serving Illirois, Indiamg, Michigan,
Minnesota, Chio, and Wiscorsin
Vacarnt™

Small Buwsiness Administration
500 West Madison Street

Suite 1240

Chicago. IL 6080 -6611

Main (312)353-4493
Fax(312)353-3426

Region VI

Serving Arkarsas, Louisiama, New Mexico,
Oklahomm, ad Texas

(k ANl Prillips

Small Business Adrinistration
4300 Anon Carter Boulevard
Suite 108

Fort Worth TX 76155

Main (817( 634-5631

Direct: (8]7) (845582

Fax (817(684-5590

lill pitilips@.\ba.gov

A<0de/IcgiiIstian forjO ro
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Region VII Region X

Serving lowa, Kansas, Missouri, and Serving Alaska, ldaho, Oregon,

Nebraska and Washington

Wendell Hailey Norm Proctor

Small Business Administration Small Business Administration

323 W. Slh Street Suite 307 1200 Sixth Avenue

Kansas City, MO 64105-1500 Suite 1805

Main: (816) 374-6380 Seattle, WA 98101-1128

Fax:(816) 374-6339 Main: (206) 553-5676

wenMI. bailey@sba.gov Direct: (206) 553-5231
Fax:(206) 553-4155

Region VIII nonn.prvctor@sha.gov

Serving Colorado, Montana, North Dakota,

South Dakota, Utah, and Wyoming *For Regions /// and I', please contact:

Jim Henderson Viktoria Zlcharth

Small Business Administration Small Business Administration

721 19th Street Office of Advocacy
Suite 400 409 3rd Street SW
Denver, CO 80201 Washington, DC 20416
Main. (303) 844-0500 Main. (202) 205-6533
Direct: (303) 844-0503 Direct: (202) 205-6565
Fax. (303) 844-0506 Fnx: (202) 481-2345
. . ' . . .-
jamcs Iwiuierson‘asha gov viktorlazicharth'ajbagov
) or
Reglon |X S. Kevin Washington
Serving Arizona, California, Guam, Hawaii, . L .
Small Business Administration
and Nevada .
Ollicc of Advocacy
Michael Hull 409 3rd Street SW
Small Business Admini i
nistration Washington, DC 204 lo
2328 N. Central Avenue .
Main; (202)205-6533
Suite 800
Direct: (202) 205-6948
Phoenix, A/. 85004
Fax: (202) 205-6928
Main (602) '45-7200 PR -
ain (602) s.kmit wjislunglonii'shagov

Direct (602) 745-7237

Fax: (602) 745-7210
mlchacl hUIl’ana quv

|4 Small tiuvineu friendly Regulation
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STEPS IN THE REGULATION ADOPTION PROCESS UNDER HB33
Shaded areas Iridicate processes added bg HB-33

I
Planning and decision making

(For a comparison hetween the
process in step 1& HI) 33see
attached page

Public comment period;
oral hearing (if anyj

9
Agency attorney reviews regulations <=>

10
Regulations attorney reviews and
either approves or disapproves
regulations

Lt. Gov's Office sends
regulations to Admin. Reg.

Agency develops draft regulatiors,
public notice, and fiscal note

Agency publishes and distributes
public notice, addt’ | notice
information and regulations

Final regulations package submitted to
Departnment of Law for review and
approval; Governor's Office conducts
review

11
Unless returned by the Governor, Lt.
Governor's Office files approved
regulatiors; effective in 30 days

Review Committee

Consultation with agency attorney

Department of Law opens file

4
DCED is Notified

7
Agency adopts
regulations

12
Agency posts summary
on Alaska Online Public
Notice System

Regulations published in
Alaska Administrative Code

The itxjve chan tut been modified from page 8 in die ISIti BditJon of the Drafting Manual for Admin,unlive HeguUiionj, Hcviied June 2002 a

Prepared by Michael Pawlowski, Representative Kevin Meyer

Ncood pA
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STEPS IN THE REGULATION ADOPTION PROCESS UNDER HB33
Modified from the Drafting Manual for Administrative Regulations 15th Edition 2002

DRAFTING MANUAL FOR
ADMIN. REGULATIONS

STEP 1: PLANNING & DECISION
MAKING

“An agency should ask itself the following
questions at the beginning of any regulations
project.”

1

What did the legislature intend to be
accomplished through the program in
question?

In reviewing relevant statutes, are there
unanswered questions, ambiguous terms,
or program details that must be clarified
through regulations? Docs the agency
intend to allow elec'ronic applications,
submissions, or signatures?

What docs the agency want to
accomplish by adopting regulations?
What constitutional or statutory rights of
individuals will be affected?

Who has the statutory authority to adopt
the regulations (i.e.. commissioner,
board, governor)?

. Which members of the public constitute

the primary audience for the regulations
and how should the regulations be organ-
ized and written to be most easily
understood by them? Is there a wav to
write the regulations to achieve the
agency's inunt while keeping the public's
cost of compliance low?*

When do the regulations need to be in
effect?

How will the regulations impact the
agency's existing budget? Will more
money be needed to implement the
regulations? What are the alternatives?

An agency shall use information received:

under AS 44:62.210 and AS 44.62.215,:
MtATWiortArt nrAtnAAV Kd fha Jlohnrimnne, - r

information in the files of the agency to
prepare an economic effect stajement

in (suggest replacing |
with - general description) and estlmate*:
of the nu b,erof_;n;gll businesses thaf ..
would be subject to the proposed M
regulation. »
The projected reporting, recordkeeping, ;
and other administrative costs that small

. businesses wouM be required to incur.in

order to directly comply, with the
proposed regulation, including an
identificationiof the type of professional

A sta;emenfgf the_prgbable effect tI\at

the proposed regulation would have on’
small businesses whose conduct would.
be governed by the proposed regulation.
A description ofiany alternative methods
of achieving the purpose of the proposed
regulation that would be less intrusive or
less costly for the small business whose
conduct.would be governed by the;
proposed regulation.”

Y wya A
I atcas}

* Underline added for cmplmis, pg. 9-10
Prepared by Michael Pawlowski, Representative Kevin Xfeycr



SENATE COMMITTEE REPON |

DATE: 4/25/05 FURTHER:

DATE TURNED -
INTO OFFICE: ©/3/DS

Judiciary Committee considered CS FOR HOUSE BILL NO. 33(FIN)
HB 33 EFFECT OF REGULATIONS ON SMALL BUSINESSES

"An Act relating to required notification of the Department of Commerce, Community, and Economic
Development, economic effect statements, and regulatory flexibility analyses regarding the adoption ol
regulations that may govern the conduct of small businesses; relating to a private cause of action, regulation
invalidation, and judicial review related to required notification, economic effect statements, and regulatory
flexibility analyses for the adoption of regulations that may govern the conduct of small businesses; and

providing for an effective date."

and recommends: CS Senate Bill:
[ ] Same Title
be replaced with Cs [ 1 New Title

CS SCS House Bill:
[ ] Same Title
[ j Technical Title

adopt previous _

attached amendment(s)

Change
adopt Letter of Intent by Committee [ 1 New Title w/
SCR #
[ further referral to Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN# 1Department Date [ Fiscal Indet. Zero FNtf |
In il J2 Hewioee 1K= ;o

LUF 4//«r i/ G
rtuj Vix* lo 1

Ce.o 1/

[ 1 APPROPRIATION < no fiscal note

Do DO NOT
Pass Pass

, SIGNATURES AND RECOMMENDATIONS: No Rec Amend

fut-nch Aa- f) \V
S>>
TheivArif [ A L r /[ ]

CHAILR:





