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MSG 8 4 -0 0 0 4 3 1 6 4  F’RTY 1 0 5 / 0 8 / 8 4  1 0 : 5 8 : 5 1  GRIG: LA18 IN- 0004 0UT= 0049
FROM: MARGIE, ANC INFO TO: ROM, JUNEAU INFO
TARGET: L.JHK SIJRJ: P 0 M

TO: SENATOR.? ELI A SON. RODEY, MIJLCAHY, PETTYJOHN, SACKETT

FROM: MATT ZENCEY
3700 OREGON 
ANCHORAGE 99503  
II 2 7 4 - 0 3 8 7  W 279-2511

RE. SB 316 INTEREST RATES

PLEASE OPPOSE SB 316 WHICH WOULD INCREASE INTEREST RATES UN 
CONSUMER IJ3ANS AND DRIVE UP COSTS FOR SMALL BORROWERS.

I. OH



MSG 8 4 - 0 0 0 4 1 9 7 7  F'RTY 1 0 5 / 0 4 / 8 4  1 0 : 3 6 : 1 6  G R I G :  LA3 4  LN= 0 0 0 3  0UT= 0 0 4 7
FROM: FLORENCE IN ANCHORAGE , TO: POM -  JUNEAU INFO
TARGET: LJHK S I J R J : POM f
TO: SENATORS ELIASON, MIJLCAHY, PETTYJOHN, RODEY AND SACKETT

FROM: RUTH SHERIDAN, 4704 KENAI, ANCHORAGE, AK 795 0 8  <H) 3 3 3 - 1 1 9 0

RE: RAISING INTEREST RATES ON LOANS AND CREDIT CARDS

I OPPOSE SENATOR PAT RODEY' S ATTEMPT TO RAISE INTEREST RATES ON LOANS 
AND CREDIT CARDS IN A SUBSTITUTE BILL HE RECENTLY SUBMITTED. THIS 
MOULD CREATE ADDITIONAL COSTS TO CONSUMERS LIKE MYSELF AND WOULD UNFAIRLY 
INCREASE BANK PROFITS.
* X X * X X *  X * X *  X K X X X  X X X X X X X X X  X X X  X X  X X  X X X  X X  X X X X X X X X * X X X X X  X X X X X  XXPOM



■5/4/84 ,  SH I RLEE ANC L I O ,  4 2 2 6 7

TO. SENATORS1 ELIASON, MULCAHY, PETTYJOHN, SACKETT AND RODEY

FROM: PAT BERKLEY
1861 EAST TUDOR ROAD, UNIT D-201 
ANCHORAGE, Al< 99507
5 6 3 - 7 5 3 3

SUB,/: SENATE DILL 316

I OPPOSE THE SUBSTITUTE BILL WHICH WOULD INCREASE CREDIT CARD 
AND LOAN INTEREST RATES.

'« *  *  H  X K X K n  H X A *  *  *  *  *  *  X H *  *  X  *  X X  X  X X  X K X X X *  X X X- X X X  X *  «• I* X *  *  *  X *  *■ *  X X *  X X X *  *  X *  X X  X X X



MSG 8 4 - 0 0 0 4 1  . F'RTY 1 0 5 / 0 4 / 8 4  1 7 : 1 8 : 5 0  GRI G:  LF01 I N -  0 0 0 9  0UT = 0 1 6 0
FROM: LYNDA/FBX TO: JNO INFO
TARGET: LJHK S UB J :  POM

TO: SENS ELIASON. MIJLCAHY, PETTYJOHN, SACKETT, RODEY

FROM CELIA HUNTER 
SR BOX 20972 
FBX, Al< 99701 
* 4 7 9 -2 7 5 4

RE: SB27& 6 HB246, DEREG. OF INTEREST RATES

MSG; I STRONGLY OPPOSE SB276 6 MB246 WHICH UOIJLD INCREASE CEILING ON 
CREDIT CARDS AND LOANS. WE ARE ALREADY SUFFERING FROM INFLATION, AND 
THIS WOULD AGGRAVATE THIS SITUATION.
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MSG 8 4 - 0 0 0 4 2 1 5 8  F'RTY 1 0 5 / 0 4 / 8 4  1 4 : 1 8 : 2 6  GRIG: LAI 8 IN = 0010 0UT = 0103
FROM: DAVE/ANC LIO TO: POM -  JNO LIO
TARGET: LJHK SUBJ: ROM

TO: SENATORS ELIASON, MULCAHY, PETTYJOHN, RODEY ANI) SACKETT.

FROM: JOYCE BAUER
2201 LAKE GEORGE DR
ANCHORAGE, AK 99504 .
3 3 3 - 1 7 9 0

RE: SB 3 i 6

MESSAGE: I OPPOSE SENATOR PAT RODEY1S SUBSTITUTE 0 ILL SB 316 WHICH WOULD 
RAISE THE CEILING ON BANK LOANS AND CREDIT CARDS FROM 14/. TO 19%. PLEASE 
VOTE AGAINST IT.

Cj M /  *  *  *  *  *  X  X  X  # X X X W X X  X  X  *  X  » » « • ) ( *  X  x X  X  X  X  x  X  X  X  X  X  X  X  x  X  « X  X  X  X  X  X  X  X  X X  X  X  X  M X  M X  X  )(■ X  ■ H X X H + X ' i  X  X  X  u »
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PATRICK RODEY 
SENATOR

A L A S K A  S T A T E  S E N A T E
POUCH V 

JUNEAU. ALASKA 99311 
(907) 465-3793 
(907) 465-3754

A n a l y s i s  o f  P r o p o s e d  CS  for S e n a t e  B i l l  No. 3 1 6 (Labor and Comme r c e )  

"AN A C T  R E L A T I N G  T O  I N T E R E S T  RA T E S "

P r o p o s e d  C S  SB 3 1 6 (L&C) w o u l d  a m e n d  two s e c t i o n s  of e x i s t i n g  law 
r e l a t i n g  to the m a x i m u m  a l l o w a b l e  i n t e r e s t  r a t e s  o n  c e r t a i n  t r a n s a c t i o n s .

S e c t i o n  1 ; A m e n d s  l a n g u a g e  in T i t l e  9, C o d e  of C i v i l  P r o c e d u r e ,  to 
c o r r e c t  an i n e q u i t y  in the t r e a t m e n t  o f  l a n d o w n e r s  w h o s e  land is 
t a k e n  for p u b l i c  use. T h e  o r i g i n a l  l a n g u a g e  w a s  e n a c t e d  in 1962, 
a n d  has n e v e r  b e e n  a m e n d e d .  T h e  i n e q u i t y  r e l a t e s  to the d i f f e r e n t i a l  
t r e a t m e n t  a c c o r d e d  l a n d o w n e r s  w h o s e  l a n d  is t a k e n  by  the S t a t e  u n d e r  
two e m i n e n t  d o m a i n  p r o c e d u r e s .  T h i s  c h a n g e  w o u l d  p r o v i d e  for i d e n t i c a l  
r a t e s  of i n t e r e s t  o n  j u d g e m e n t s  o b t a i n e d  f r o m  e i t h e r  a d e c l a r a t i o n  of 
taking, o r  a c o m p l a i n t  for condemnation,. T h e  i n e q u i t y  w a s  n o t e d  by 
the S u p r e m e  C o u r t  of the S t a t e  of A l a s k a  in S t a t e  of A l a s k a  v.
A l a s k a  C o n t i n e n t a l  D e v e l o p m e n t  C o r p o r a t i o n  a n d  A l a s k a  G e n e r a l  P r o p e r t i e s , 
I n c ., No. 2254, D e c e m b e r  31, 1980. T h i s  s p e c i f i c  a m e n d m e n t  w a s  r e c o m m e n d e d  
b y  the S u p r e m e  Court.

S e c t i o n  2 : A m e n d s  l a n g u a g e  in T i t l e  45, T r a d e  P r a c t i c e s ,  to i n c r e a s e  
the g e n e r a l  u s u r y  c e i l i n g  f r o m  five p o i n t s  a b o v e  the F e d  d i s c o u n t  r a t e  
to ten p o i n t s  a b o v e  the F e d  d i s c o u n t  rate. P r e s e n t l y ,  the d i s c o u n t  r a t e  
is 8.5 p e rcent, so the e f f e c t  o f  this c h a n g e  w o u l d  b e  to i n c r e a s e  the 
m a x i m u m  a l l o w a b l e  i n t e r e s t  r a t e  f r o m  1 3 . 5  p e r c e n t  to 18.5 p e r c e n t ,  a t  
t h i s  time. B e c a u s e  the d i s c o u n t  ra t e  f l u c t u a t e s  u p  a n d  down, this is a 
f l o a t i n g  r a t e  a n d  s u b j e c t  to f r e q u e n t  c h a nge.

T h i s  c h a n g e  in S e c t i o n  2 a l s o  a f f e c t s  AS 0 6 . 4 5 . 0 6 0  (5) (A) (vi) ,, the u s u r y  
c e i l i n g  for c r e d i t  unions, a n d  AS 4 5 . 1 0 . 1 2 0 ( c ) ,  the u s u r y  c e i l i n g  for
c r e d i t  c a r d  u n p a i d  b a l a n c e s  in e x c e s s  of $1,0 0 0 .  F o r  c r e d i t  u n i o n  loans,
t h i s  c h a n g e  w o u l d  i n c r e a s e  the m a x i m u m  a l l o w a b l e  i n t e r e s t  r a t e  f r o m
15 p e r c e n t  to 18.5 per c e n t ,  a t  this time. F o r  c r e d i t  c a r d  u n p a i d
b a l a n c e s  in e x c e s s  of $ 1 ,0 0 0 , the m a x i m u m  a l l o w a b l e  i n t e r e s t  r a t e  
w o u l d  i n c r e a s e  f r o m  13 . 5  p e r c e n t  to 18.5 p e r c e n t ,  a t  this time. T h e r e  
w o u l d  be no c h a n g e  in i n t e r e s t  r a t e  c e i l i n g s  for u n p a i d  c r e d i t  c a r d
b a l a n c e s  of le s s  than $ 1 ,0 0 0 .

S e c t i o n  3 ; P r o v i d e s  for an i m m e d i a t e  e f f e c t i v e  date.

F o r  y o u r  i n f o r m a t i o n ,  a t t a c h e d  is a c o m p a r i s o n  o f  p r e s e n t  i n t e r e s t  r a t e
c e i l i n g s  a n d  i n t e r e s t  r a t e  c e i l i n g s  as p r o p o s e d  b y  t h i s  bill.
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A p r i l  IS, 1334 p.
-------

f oMicUd Lu S>7 U C I 1 ,  I N O O e y

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

P r e s e n t  L a w

A S  6.20 S m a l l  L o a n  C o m p a n i e s :

* l o a n s  $1 - 850:
* l o a n s  851 - 10,000:

. * l o a n s  1 0 , 0 0 1  - 25,000:
* l o a n s  g r e a t e r  t h a n  $25,000:

A S  6 . 4 0 .120 P r e m i u m  F i n a n c i n g ; 

* all a g r e e m e n t s :

A S  6.45 S t a t e  C r e d i t  Unions:

* all l o a n s

F e d e r a l  C r e d i t  Unions:

* all l o a n s

36%
24% ••
d e r e g u l a t e d
p r o h i b i t e d

15%

.15%

21%

A S  9.55 E m i n e n t  D o m a i n  J u d g e m e n t s :

* u n d e r  c o m p l a i n t  for c o n d e m n a t i o n  
(see AS 9 . 5 5 . 3 3 0 ) :  1 0.5%

* u n d e r  d e c l a r a t i o n  of  t a k i n g
(see A S  9 . 5 5 . 4 4 0 ) :  6%

A S  4 5 . 1 0 . 1 2 0 ( b )  R e t a i l  I n s t a l l m e n t  Contracts:

* u n p a i d  b a l a n c e s  less 
th a n  $1,000:

* u n p a i d  b a l a n c e s  g r e a t e r  
than $1,000:

AS  4 5 . 1 0 . 1 2 0 ( c )  C r e d i t  C a r d s :

* u n p a i d  b a l a n c e s  less 
than $1,000:

* u n p a i d  b a l a n c e s  g r e a t e r  
th a n  $1,000:

A S  4 5 . 4 5  G e n e r a l  U s u r y  L a w :

* no e x p r e s s  a g r e e m e n t :
* l o a n s  l e s s  th a n  $25 , 0 0 0 :
* l o a n s  g r e a t e r  t h a n  $ 2 5 , 0 0 0 :

1 0 %
8%

18%

1 3 .5%

10 .5%
13.5%
d e r e g u l a t e d

CS SB 3 1 6 (L&C)

N O  C H A N G E  
N O  C H A N G E  
N O  C H A N G E  
N O  C H A N G E

NO  C H A N G E

18. 5%

NO  C H A N G E

N O  C H A N G E  

1 0 .5%

N O  C H A N G E  

N O  C H A N G E

N O  C H A N G E  

18. 5%

N O  C H A N G E  
1 8.5%
N O  C H A N G E



A l a s k a  L a w  c u r r e n t l y  s p e c i f i e s  i nt e r e s t  rat e  c e i l i n g s  fo r  the 

following:

1) B a n k  loans not e x c e e d i n g  $25,000. - AS 4 5 . 4 5.010(b)

T h i s  is a f l o a t i n g  rate, five p e r c e n t a g e  p o i n t s  above the 

a n n u a l  d i s c o u n t  r ate c h a r g e d  by the 12th F e d e r a l  Reserve.

2) C r e d i t  U n i o n s  - AS 0 6 . 4 5 . 0 6 0 ( 5 ) ( A ) ( v i ) . T h i s  is 15% a y e a r

or the r a t e  s p e c i f i e d  in AS 4 5 . 4 5 .0 1 0 ( b ) .

3) C o n s u m e r  F i n a n c e  C o m p an i e s ,  suc h  as H o u s e h o l d  F i n a n c e  -

AS 0 6 .2 0 . 2 3 0 ( a ).  T h i s  is for loans not e x c e e d i n g  $10,000.

T h e  i n te r e s t  r ate is 3% a month, or 36% a y e a r  for a m o u n t s  

not e x c e e d i n g  $850., and 2% a month, or 24% a y e a r  for  a m ou n t s  

not e x c e e d i n g  $10,000. T h e  l a w  also allows f o r  loans n o t  to 

e xceed $25,000., but s uch loans are not regulated.

4) Ca r  d e a l e r s  and f u r n i t u r e  stor e s  m a y  e nter into i ns t a l l m e n t

co n t r a c t s  u n d e r  AS 4 5 . 1 0 . 1 2 0( b ) .  T h e  I n t er e s t  rate  is f ive-

s i x t hs  of one p e r c e n t a month, or 10% a yea r  (5/6 X  12) for 

a m o u n ts  not e x c e e d i n g  $1000. Fo r  a m o u n t s  e x c e e d i n g  $10^0., 

the i n t er e s t  rate  is t w o -t h i r d s  of one p e r c e n t a mo n t h , or 

8% a y e a r  PLUS 10% for the amount u n d e r  $1000. T h e re f o r e ,  

car d e a l e r s  and f u r n i t u r e  st o r e s  can lega ll y  ch a r g e  18% a 

year, or 1.5% a month.

5) C r e d i t  ca r d s  and c o n s u m e r  c h a r g e  a c c o u n t s  - A S  45. 1 0. 1 2 0 ( c )

If the b a l a n c e  d o e s  not ex c e ed  $1000., the i nt e r e s t  rat e  is 

1.5% a m o n t h  or 18% a year. F o r  a b a l a n c e  ove r  $1000., the 

interest rat e  is o n e - t w e l f t h  of the a n nu a l  rat e  a l l o w e d  in 

AS 45 . 4 5 . 0 1 0 (b ) ,  see 1) above.

6) P r e m i u m  f i n a n c i n g  - AS 0 6 . 4 0 . 1 2 0 ( c ).  Thi s  is for large 

b u s i ne s s e s .  T h e  i n t er e s t  rate  is 15% a year.

7) Emin e nt  d o m a i n  - AS 0 9 . 5 5 . 4 4 0 ( a ) .  T h i s  is w h e n  the g o v e r n m e n t  

condeins s om e o n e ' s  p r o p e r t y  to w i d e n  a road, for example. T h e  

interest rate paid the forced se l l e r  is 6% a year.

8 ) E v e r y t h i n g  e lse - AS 4 5 . 4 5 . 01 0 ( a ) .  T h i s  general, n o n - s p e c i f i c  

i n t erest rate is 10.5% a year.



§ 45 .45 .010  A l a s k a  S t a t u t e s  S u p p l e m e n t  § 45 .45 .010

(b) In  a n y  o th e r  ca se  in v o lv in g  c o n su m e r  good s  o r  a n y  o th e r  c o l la t­
e ra l,  a s e cu re d  p a r ty  in  p o sse ss io n  m ay , a f te r  d e fa u lt ,  p rop o se  to  r e ta in  
th e  c o l la t e r a l  in  s a t is fa c t io n  o f  th e  o b lig a t io n .  W r it t e n  n o t ice  o f  th e  
p ro p o sa l s h a l l  be  s e n t  to  th e  d e b to r  i f  th e  d e b to r  h a s  n o t  s ig n e d  a f t e r  
d e fa u lt  a  s ta te m e n t  r e n o u n c in g  o r  m o d ify in g  th e  r ig h t s  u n d e r  th is  
su b se c t io n . In  th e  c a se  o f  c o n su m e r  goods no  o th e r  n o t ic e  n ee d  be g iv e n . 
In  o th e r  ca se s  n o t ic e  s h a l l  be  s e n t to  a n y  o th e r  se cu re d  p a r ty  fro m  
w h o m  th e  s e cu re d  p a r t y  h a s  re ce iv e d  (be fo re  s e n d in g  n o t ic e  to  th e  
d e b to r  o r  b e fo re  th e  d e b to r ’s  r e n u n c ia t io n  o f  r ig h ts )  w r it t e n  n o t ic e  o f  a  
c la im  o f  a n  . ’ res* >n th e  c o l la te r a l.  I f  th e  se cu re d  p a r ty  re c e iv e s  
o b je c t io n  in  a a p e rso n  e n t it le d  to re c e iv e  n o t if ic a t io n
w it h in  21 dayt. . t ice  w a s  sen t, th e s e c u re d p a r ty m u s td is p o .s e
o f  th e  c o l la t e r  > 45 .09 .504 . In  th e  ab sence  o f  th is  w r it t e n
o b je c t io n , th e  • - y  m a y  r e ta in  th e  c o l la t e r a l in  s a t is fa c t io n  o f  
th e  d e b to r ’s  o b i 9 .505  ch  114 S L A  1962; am  § 70  ch  16 S L A
1982)

Effect of amendments. — The 1902 
amendment substituted "if he has not 
signed after default a statement 
renouncing or modifying his rigf ' under 
this subsection" for "and, except in the 
case of consumer goods, to any other 
secured party who has a security interest 
in the collateral and who has duly fded a 
financing statement indexed in the nnme 
of the debtor in this state or is known by 
the secured party in possession to have a 
security interest in it" ut the end of the 
second sentence, added the present third 
and fourth sentences, nnd substituted the 
language beginning "If the secured party

receives objection" nnd ending "21 days 
after the notice was sent” for "If the debtor 
or other person entitled to receive notifica­
tion objects in writing within 30 days from 
the receipt of the notification or if uny 
other secured party objects in writing 
within 30 days after the secured party 
obtains possession" at the beginning of the 
next-to-lnst senlonco,

Editor's notes. — This section was 
redrafted by the -evitv.r of statutes to 
remove personal pronou y, in conformity 
with AS 01.05 031(c) and IS 4. Chapter 58, 
SLA 1082.

C h a p t e r  45. T r a d e  Practices.

A rtic le
1. Interest (IS 45.45.010)

A r t i c l e  1. I n t e r e s t .
Section
10. Legal rate of interest

I
S e c .  45 .45 .010 . L e g a l  r a t e  o f  in t e r e s t ,  (a) T h e  ra te  o f  in te r e s t  in . 

th e  s ta te  is  10.5 p e r c e n t  a  y e a r  n n d  n o  m o re  on  m o n e y  a f te r  i t  is  due  
e x ce p t a s  p ro v id e d  in  (b) o f  t h is  se c t io n .

(b) N o  in te r e s t  m a y  be  c h a rg e d  by  e x p re s s  a g re e m e n t o f  th e  p a r t ie s  
in  n c o n tra c t  o r  lo a n  c o m m itm e n t  w h ic h  is  m ore  th a n  f iv e  p e rc e n ta g e  
p o in ts  a bo ve  th e  a n n u a l ra te  c h a rg e d  m e m b e r b a n k s  fo r  a d v a n ce s  by  
th e  I2 th  F e d e r a l R e s e rv e  D is t r ic t  o n  th e  d a y  on  w h ic h  th e  c o n t ra c t  o r  
lo a n  c o m m itm e n t  is  m ade . A  c o n t r a c t o r  lo a n  c o m m itm e n t  in  w h ic h  th e

§ 45.45.010 T kade and Commerce § 45.45.010

p r in c ip a l a m o u n t  e x cee d s  $25 ,000  is  e x e m p t fro m  th e  l im it a t io n  o f  t h is  
su b se c t io n .

(c) R e p e a le d  b y  § 3 ch  84  S L A  1973.
(d) R e p e a le d  b y  § 2  ch  94  S L A  1981.
(e) R e p e a le d  b y  § 4 ch  146 S L A  1974.
(f) N o  b a n k ,  c r e d it  u n io n ,  s a v in g s  a n d  lo a n  in s t it u t io n ,  p e n s io n  fu n d , 

in s u ra n c e  c o m p a n y  o r  m o r tg a g e  c o m p a n y  m a y  r e q u ir e  o r  a c ce p t a n y  
p e rc e n t  o f  o w n e r s h ip  o r  p r o f it s  a bo ve  i t s  in te r e s t  ra te . T h is  s u b se c t io n  
does n o t a p p ly  to  a  lo a n  i f  th e  p r in c ip a l  a m o u n t  o f  th e  lo a n  is  $1 ,000 ,000  

• o r  m ore  a n d  th e  te rm  o f  th e  lo a n  is  f iv e  y e a rs  o r  m ore .
(g) L o a n  c o n t ra c ts  a n d  c o m m itm e n ts  c o v e r in g  one- to  fo u r - fa m ily  

d w e ll in g s  m a y  be  p r e p a id  w it h o u t  p e n a lty ,  e x ce p t fe d e ra lly  in s u re d  
lo a n s  t h a t  r e q u ir e  a  p re p a y m e n t  p e n a lty .

(h) I f  th e  l im it a t io n s  on  in te r e s t  ra te s  p ro v id e d  fo r  in  th is  se c t io n  a re  
in c o n s is te n t  w ith  th e  p ro v is io n s  o f  a n y  o th e r  s ta tu te  c o v e r in g  m a x i­
m u m  in te re s t ,  s e rv ic e  c h a rg e s  o r  d is c o u n t  r a te s  th e n  th e  p ro v is io n s  o f  
th e  o th e r  s ta tu te  p r e v a i l.  (§ 25-1-1 A C L A  1949; am  § 20 ch  143 S L A  
1968; a m  § 2  ch  6 9  S L A  1969; a m  §§ 1, 2  ch  94 S L A  1969; a m  §§ 1 , 2  
ch  239  S L A  1970; a m  1 —  3 ch  84 S L A  1973; am  §§ 1 —  4 ch  146 
S L A  1974; am  S 1 ch  110 S L A  1976; am  8 1 ch  159 S L A  1976; a : § 2 
ch  , "  S L A  1980; a m  §§ 1, 2  ch  94 S L A  1981; am  § 1 ch  56 S L A  1982)

Cross references. — As to alternntc 
technology and power resource loans, see 
AS 45.88.030(0).

Effect of amendments. — The 1981 
amendment, in subsection (b), deleted 
"dated nfter June 4, 197G” following 
"contract or loan commitment" and substi­
tuted "on the day on" for "Ihnl prev..iied on 
the 25lh day of the month preceding the 
commencement of the calendar quarter 
during" preceding "which the contract" in 
the first sentence and substituted 
"$25,000” for "$100,000" preceding "is 
exempt" in the second sentence. The 
amendment also repealed subsection (d) 
which rend "Notice of the annual rate 
charge member hanks for advances hy the

12th Federal Reserve District prevailing 
on the 25th day of the month preceding the 
commencement of each calendar quarter 
required for the maximum interest rate 
computation under <i>) of this section shall 
be provided hy the Department of Com­
merce nnd Economic Development."

The 1982 amendment, in subsection (f), 
inserted "credit union" in the first sen­
tence nnd added the present second sen­
tence.

Editor's notes. — Section 3, w- 107, 
SLA 1980, ndded a subsection (i) to this 
section hut the provisions of that subsec­
tion were renumbered us AS 09.30.055 by 
the revisor of stntutcs pursuant to AS 
01.05.031 (b).

NOTES TO DECISIONS

Application of variable interest rate 
formula. — Provision in note for "interest 
after maturity at the higl'A.l lawful 
contract rata" is sufficient to constitute an 
express interest agreement setting inter­
est ut highest rate sanctioned by applica­
tion of variable interest rate formula. 
Riley v. Northern Com. Co., Sup. Ct. Op. 
No. 2534 (File No. 5754), 048 F.2d 901

Where promissory note provided for 
"interest alter maturity ul the highest 
lawful contract role," award of 
postjudgment interest at highest rate 
allowable on date of maturity, pursuant to 
interest rate formula in this section, was 
proper. Riley v. Northern Com. Co., Sup. 
Ct. Op. No. 2534 (File No. 5754), 048 I\2d 
901 (1982).

Rate set forth in subsection (a) is not the



S e c .  06 .45 .030 . A p p r o v a l  o f  a r t i c le s  o f  i n c o r p o r a t i o n  a n d  i s s u ­
a n c e  o f  c e r t i f i c a t e  o f  a u t h o r i t y ,  (a) T h e  a r t ic le s  o f  in c o rp o ra t io n  
s h a l l  be p re se n te d  to  th e  c o m m is s io n e r  fo r  a p p ro v a l.  B e fo re  th e  c e r t i f­
ic a te  o f  a u th o r it y  is  is su e d , th e  c o m m is s io n e r  s h a l l  d e te rm in e

(1) w h e th e r  th e  a r t ic le s  o f  in c o rp o ra t io n  a n d  b y la w s  co n fo rm  to  th e  
p ro v is io n s  o f  A S  06 .45 .010  —  06 .45 .400  a n d  to r e g u la t io n s  o f  th e  co m ­
m is s io n e r;

(2) th e  g e n e ra l c h a ra c te r  a n d  f itn e s s  o f  th e  su b s c r ib e rs ;  a n d
(3) th e  e co n o m ic  a d v is a b i l i t y  o f  e s t a b l is h in g  th e  p ropo sed  c r e d it  

u n io n .
(b) A  c e r t if ic a te  o f  a u t h o r i t y  s h a l l  be  d e liv e re d  b y  th e  c o m m is s io n e r  

to  th e  c r e d it  u n io n  i f  th e  r e q u ir e d  fee h a s  been  p a id . O n  is s u a n c e  o f  th e  
c e r t if ic a te  o f  a u th o r it y ,  th e  c r e d it  u n io n  is  a  body  c o rp o ra te  a n d  is  
su b je c t to  th e  l im it a t io n s  o f  A S  06 .45 .010  —  06 .45 .400 , a n d  is  ve s ted  
w ith  a l l  o f  th e  p ow e rs  a n d  ch a rg e d  w it h  a l l  o f  th e  l ia b i l i t i e s  c o n fe r re d  
a n d  im po sed  b y  A S  06 .45 .010  —  06 .45 .400  u p on  c r e d it  u n io n s  o rg a ­
n iz e d  u n d e r  it .  (§ 2  ch  47 S L A  1980)

S e c .  06 .45 .040 . F e e s ,  (a) T h e  c o m m is s io n e r  s h a l l  a ssess  a  c r e d it  
u n io n  a  fe e  fo r  h is  e x p e n se s  u n d e r  A S  06 .01 .010  in  p ro c e s s in g  a n  a p p l i­
c a t io n

(1) fo r  a p p ro v a l o f  a r t ic le s  o f  in c o rp o ra t io n  an d  b y la w s  a n d  th e  is s u ­
an ce  o f  a  c e r t if ic a te  o f  a u th o r it y  fo r  a  c r e d it  u n io n ;

(2) fo r  th e  a p p ro v a l o f  a  b ra n c h  o f  a  c r e d it  u n io n ;
(3) fo r  a  m e rg e r  o r  c o n v e rs io n  o f  a  c r e d it  u n io n ;  o r
(4) fo r  an  e x a m in a t io n  u n d e r  A S  06 .45 .050 .
(b) F a i lu r e  o f  a  c r e d it  u n io n  to  p a y  a  fee  r e q u ir e d  b y  m)(2), (3), o r  (4) 

o f  t h is  s e c t io n  w it h in  30  d a y s  o f  r e c e ip t  o f  b i l l in g  fro m  th e  c o m m is ­
s io n e r  is  g ro u n d s  fo r  th e  r e v o c a t io n  o f  th e  c e r t if ic a te  o f  a u th o r it y  o f  th e  
c r e d it  u n io n .  (§ 2  ch  47  S L A  1980)

S e c .  06 .45 .050 . R e p o r t s  a n d  e x a m in a t io n s .  A  c r e d it  u n io n  o rg a ­
n ize d  u n d e r  A S  06 .45 .010  —  06 .45 .400  i s  u n d e r  th e  s u p e r v is io n  o f  th e  
c o m m is s io n e r  a n d  s h a l l  m a k e  a n  a n n u a l f in a n c ia l  re p o r t  to th e  co m ­
m is s io n e r  n n d  s h a l l  m n ke  o th e r  f in a n c ia l  re p o rts  r e q u ir e d  b y  r e g u ­
la t io n s  a d o p te d  b y  th e  c o m m is s io n e r .  A  c r e d it  u n io n  is  s u b je c t  to 
e x a m in a t io n  b y  th e  co m m is s io n e r .  (§ 2 ch  47 S L A  1980)

S e c .  06 .45  060. P o w e r s  o f  a  c r e d i t  u n io n .  A  c r e d it  u n io n  h a s  s u c ­
cess ion  in  it s  c o rp o ra te  n a m e  d u r in g  i t s  e x is te n c e  a n d  m ay

(1) e n te r  in to  a  co n tra c t;
(2) su e  a n d  b e  sued;
(3) ado p t, u se , an d  a l t e r  a  com m on  sea l;
(4) p u rch a se , h o ld , a n d  d isp o se  r-f p ro p e rty ;
(5) m a k e  lo an s , th e  m a tu r it ie s  o f  w h ic h  m a y  n o t  e xceed  12 y e a r s  

e x cep t a s  p ro v id e d  in  A S  06 .45 .010  —  06 .45 .400 , a n d  e x ten d  l in e s  o f  
c r e d it  to  it s  m em b ers , to  o th e r  c r e d it  u n io n s , a n d  to  c r e d it  u n io n  o rg a ­
n iz a t io n s  a n d  p a r t ic ip a te  w ith  o th e r  c r e d it  u n io n s ,  c r e d it  u n io n  o rg a ­

n iz a t io n s ,  o r  f in a n c ia l  o r g a n iz a t io n s  in  m a k in g  lo a n s  to  c r e d it  u n io n  
m e m b e rs  in  a c co rd a n ce  w it h  th e  fo llo w in g :

(A )  lo a n s  to  m e m b e rs  s h a l l  b e  m a d e  in  c o n fo rm ity  w it h  r e g u la t io n s  
ado p ted  b y  th e  c o m m is s io n e r ,  e x ce p t th a t

( i)  a  r e s id e n t ia l  r e a l e s ta te  lo a n  w h ic h  is  m a d e  to  f in a n c e  th e  a c q u i­
s it io n  o f  a  o n e - to - fo u r - fa m ily  d w e ll in g  fo r  th e  p r in c ip a l  re s id e n ce  o f  a 
c r e d it  u n io n  m e m b e r  w h ic h  is  s e cu re d  b y  a  f i r s t  l ie n  on  th e  d w e ll in g  
m a y  h a v e  a  m a t u r k y  n o t  e x c e e d in g  30  yea rs;

“ ( ii)  a  lo a n  to  f in a n c e  th e  p u rc h a se  o f a  m o b ile  hom e, w b k h  is  s e cu red  
b y  a  f i r s t  l ie n  o n  th e  m o b ile  hom e, to  be  u sed  a s  th e  re s id e n ce  o f  a  c re d it  
u n io n  m e m b e r, o r  fo r  th e  r e p a ir ,  a lt e ra t io n ,  o r  im p ro v e m e n t  o f  a  re s i-  

'  d e n t ia l d w e ll in g  w h ic h  is  th e  re s id e n ce  o f  a  c r e d it  u n io n  m e m b e r s h a l l  
h a v e  a  m a t u r i t y  n o t  to  e x ceed  15 y e a r s  u n le s s  th e  lo a n  is  in s u re d  o r  
g u a ra n te e d  u n d e r  ( i i i)  o f  t h is  s u b p a ra g ra p h ;

( i i i )  a  lo a n  s e cu re d  b y  th e  in s u ra n c e  o r  g u a ra n te e  o f  th e  fe d e ra l 
g o v e rn m e n t, o f  a  s ta te  g o v e rn m e n t,  o r  an  a g e n cy  o f  e it h e r  m a y  be m ade  
fo r  th e  m a tu r it y  a n d  u n d e r  th e  te rm s  a n d  c o n d it io n s  s p e c if ie d  in  th e  
la w  u n d e r  w h ic h  th e  in s u ra n c e  o r  g u a ra n te e  is  p ro v id ed ;

( iv )  a  lo a n  o r  a g g re g a te  o f  lo a n s  to  a  d ir e c to r  o r  m e m b e r o f  (he  
s u p e rv is o ry  o r  c r e d it  c o m m it te e  o f  th e  c r e d it  u n io n  m a k in g  th e  lo a n  
w h ic h  e x ceed s  $5 ,000  p lu s  p le d g e d  s h a re s  s h a l l  be a p p ro v e d  b y  th e  
b o a rd  o f  d ire c to rs ;

(v) lo a n s  to  o th e r  m e m b e rs  fo r  w h ic h  d ir e c to r s  o r  m e m b e rs  o f  th e  
s u p e rv is o ry  o r  c r e d it  c o m m itte e  a c t  a s  g u a ra n to r  o r  e n d o rs e r  s h a l l  be 
a p p ro v e d  b y  th e  b o a rd  o f  d ir e c to r s  w h e n  th e  lo a n s  s ta n d in g  a lo n e  o r  
w h e n  ad d ed  to  a n  o u ts ta n d in g  lo a n  o r  lo a n s  o f  th e  g u a ra n to r  o r  
e n d o rs e r  e xceed  $5,000; •!

(v i)  th e  ra te  o f  in te r e s t  m a y  n o t exceed  th e  g re a te r  o f  15 p e rce n t a 
y e a r  o r  th e  ra te  s p e c if ie d  a s  A S  45.45.010(b);

( v ii)  th e  t a k in g ,  r e c e iv in g ,  re s e rv in g ,  o r  c h a r g in g  o f  a  r a te  o f  in te re s t  
g re a te r  th a n  is  a l lo w e d  b y  t h is  su b se c t io n , w h e n  k n o w in g ly  done, is  
c o n s id e re d  a fo r fe it u r e  o f  th e  e n t ir e  in te r e s t  w h ic h  th e  no te , b i l l ,  o r  
o th e r  e v id e n c e  o f  d e b t c a r r ie s  w ith  it ,  o r  w h ic h  h a s  been  ag reed  to  be 
p a id  on  th e  no te , b i l l ,  o r  o th e r  e v id e n ce  o f  debt; i f  a g re a te r  r a te  o f  
in te r e s t  h a s  b e e n  p a id ,  th e  p e rson  b y  w h om  it  h a s  been  p a id  o r  h is  le g a l 
re p re s e n ta t iv e s  m a y  re co v e r  b a ck  from  th e  c r e d it  u n io n  t a k in g  o r  
r e c e iv in g  i t  th e  e n t ir e  a m o u n t  o f  in te r e s t  p a id , b u t  th e  a c t io n  m u s t  be 
com m enced  w it h in  tw o  y e a r s  from  th e  t im e  the  u s u r io u s  c o lle c t io n  w as  
m ade;

( v ii i)  a  b o r ro w e r  m a y  re p a y  a lo a n  be fo re  m a tu r it y  in  w h o le  o r  in  
p a r t  on  a n y  b u s in e s s  d a y  w ith o u t  p e n a lty ;

( ix )  lo a n s  s h a l l  be  p a id  o r  a m o rt iz e d  u n d e r  r e g u la t io n s  adop ted  by  
th e  c o m m is s io n e r  w h ic h  c o n s id e r  th e  n eeds o r  c o n d it io n s  o f  the  
b o rro w e rs , th e  a m o u n ts  a n d  d u r a t io n  o f  th e  lo a n s , tin* in te re s ts  o f  th e  
m e m b e rs  a n d  th e  c re d it  u n io n ,  an d  o th e r  fa c to rs  e s ta b lis h e d  in  re g u ­
la t io n s  ad o p te d  b y  th e  co m m is s io n e r;
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—̂ —-^.nwof-aiiarDciiriwiMi or otnerwise dispose of real property or 
interest therein;

(8) m a y  e x e rc is e  th e  p o w e rs  o f  a  b a n k  g ra n te d  u n d e r  th e  A la s k a  
B a n k in g  C o d e  ( A S  06 .05 .005  —  06.05.545); a n d

(9) m a y  c o n v e r t  fro m  a m u tu a l b a n k  to a  c a p it a l s to ck  b a n k  u n d e r  
a  p la n  a p p ro v e d  b y  th e  d e p a r tm e n t .  (§ 15 a  ch  132 S L A  1960; am  § 3 
ch  47  S L A  1980)

E ffect o f am en d m en ts . — The 1980 
am endm ent added paragraphs (8) and (9).

C h a p t e r  20. A l a s k a  Small L o a n s  Act.
S e c t io n

10. License required 
200. Advertising of misleading s ta te­

m ents prohibited 
230. Maximum in terest perm itted 
250. Computation and paym ent of in ter­

est
260. Charges prohibited 
270. Requirem ents for m aking and pay­

ment of loar. :
280. Maximum charge by licensee

S ection
285. Open-end loans 
287. Credit insurance on open-end loans 
290. Purchase of wages for $25,000 or less 
300. Maximum charges by nonlicensee on 

loans
310. Illegal in terest rate 
320. Civil and criminal penalties 
330. Exemptions 
900. Definitions

S e c .  06 .20 .010 . L ic e n s e  r e q u i r e d .  A  p e rson  .n a y  n o t  e n g a g e  in  th e  
b u s in e s s  o f  m a k in g  lo a n s  o f  m on ey , c re d it ,  goods, o r  th in g s  in  a c t io n  in  
th e  a m o u n t  o r  o f  th e  v a lu e  o f  $25 ,000  o r  le s s  a n d  ch a rg e , c o n t ra c t  for, 
o r  r e c e iv e  on  th e  lo a n  a  g re a te r  r a te  o f  in te re s t ,  d is c o u n t,  o r  co n ­
s id e ra t io n  th a n  th e  le n d e r  w o u ld  be  p e rm it te d  h y  la w  to  c h a rg e  i f  he  
w e re  n o t  a  l ic e n s e e  u n d e r  A S  06 .20 .010  —  06 .20 .920 , e x ce p t a s  a u th o ­
r iz e d  b y  A S  06 .20 .010  —  06 .20 .920  a n d  w ith o u t  f i r s t  o b ta in in g  a  l ic e n s e  
fro m  th e  d e p a r tm e n t .  (§ 2 ch  73 S L A  1955; am  $ 5 ch  94 S L A  1969; am  
§ 23 ch  218  S L A  1976; a m  § 1 ch  71 S L A  1978; a m  § 1 ch  63 S L A  1980)

E ffect o f  am en d m en ts . — The 1980 fur "$5,000," and inserted "not" following 
am endm ent substituted "A" fut "No" a t "A person may" nenr the beginning o f the 
the beginning of the section nnd "$25,000" section.

S e c .  06 .20 .200 . A d v e r t i s i n g  o f  m is le a d in g  s t a t e m e n t s  
p r o h ib i t e d ,  (a) A  p e rso n  m a y  n o t a d v e r t is e ,  p r in t ,  d is p la y ,  p u b lis h ,  
d is t r .h u te ,  o r  b ro a d ca s t  o r  m u s e  o r  p e rm it  to be a d v e r t is e d , p r in te d ,  
d is p la y e d , p u b lis h e d ,  d is t r ib u te d ,  o r  b ro a d ca s t, in  a n y  m a n n e r  a n y  
s ta te m e n t  o r  re p re s e n ta t io n  w it  h re g a rd  to  th e  ra te s , te rm s , o r  c o n d i­
t io n s  fo r  th e  le n d in g  o f  m on ey , c re d it ,  goods, o r  th in g s  in  a c t io n  in  th e  
a m o u n t o r  o f  th e  v a lu e  o f  $25 ,000  o r  less, w h ic h  is  fa l° e , m is le a d in g ,  o r  
d e cep tiv e . T h e  d e p a r tm e n t  m a y  o rd e r  a n y  lic e n s e e  to  d e s is t  from  a n y  
co n d u c t w h ic h  i t  f in d s  to  he in  v io la t  io n  o f  t h is  se c t io n .

(b) T h e  d e p a r tm e n t  m ay  r e q u ir e  ra te s  o f  c h a rg e  s ta te d  b y  a  lic e n se e  
to  be s ta te d  f u l ly  n n d  c le a r ly  in  th e  m a n n e r  c o n s id e re d  n e ce s sa ry  to

p re v e n t  m is u n d e r s ta n d in g  b y  p ro sp e c t iv e  b o rro w e rs . (§ 13 ch  73 S L A  
1955; am  § 5 ch  94  S L A  1969; a m  § 6  ch  71 S L A  1978; am  § 2  ch  63 
S L A  1980)

E ffect o f  a m en d m en ts . — The 1980 
amen.-' nen t, in subsection (a), substituted 
"A" fo. "No" a t the beginning of the sub­
section, and "$25,000" for "$5,000" n ear

the end of th e  first sentence, and inserted 
"not" following "A person may" near the 
beginning of the subsection.

S e c .  06 .20 .230 . M a x im u m  in t e r e s t  p e r m it t e d ,  (a) A  l ic e n s e e  m a y  
le n d  a n y  su m  o f  m o n e y  n o t  e x c e e d in g  $25 ,000  a n d  m ay  ch a rg e , c o n tra c t  
fo r, a n d  re c e iv e  on  th e  lo a n  in t e r e s t  a t  a  ra te  n o t e x c e e d in g  th re e  
p e rce n t a  m o n th  on  t h a t  p a r t  o f  th e  u n p a id  p r in c ip a l b a la n c e  o f  a  lo a n  
n o t  in  e x cess  o f  $850; tw o  p e rc e n t  a  m o n th  on  th e  u n p a id  p r in c ip a l 
b a la n c e  e x c e e d in g  $ 850  b u t  n o t  e x c e e d in g  $10,000; a n d  a t  a  r a te  a g re e d  
b y  c o n t ra c t  on  th e  r e m a in d e r  o f  a n y  u n p a id  p r in c ip a l b a la n c e  
e x c e e d in g  $10 ,000  b u t  n o t  e x c e e d in g  $25,000.

(b) N o tw it h s t a n d in g  th e  p ro v is io n s  o f  (a) o f  t h is  se c t io n , a lic e n s e e  
v/ho m a k e s  o p en -en d  lo a n s  u n d e r  t h is  c h a n te r  m a y  ch a rg e , c o n t ra c t  for. 
a n d  re c e iv e  in te r e s t  a t  a  r a te  n o t e x c e e d in g  rh re e  p e rc e n t a  m o n th  on 
th a t  p a r t  o f  th e  u n p a id  p r in c ip a l b a la n c e  o f a  loa r, n o t in  e x ce ss  o f  $850; 
tw o  p e rc e n t a  m o n th  on  th e  u n p a ’ d p r in c ip a l  b a la n c e  e x c e e d in g  $850  
b u t  n o t e x c e e d in g  $10,000; a n d  a t  a  ra te  a g re e d  b y  c o n t ra c t  on  the  
re m a in d e r  o f  a n y  u n p a id  p r in c ip a l  b a la n c e  e x c e e d in g  $10 ,000  b u t  not
e x c e e d in g  $25 ,000 .

(c) In te re s t  on  lo a n s  u n d e r  (h) o f  t h is  s e c t io n  s h a l l  he com p u te d  
a c c o rd in g  to  th e  a c t u a r in l  m e th od  o n  th e  e n t ir e  u n p a id  p r in c ip a l  b a l­
an ce  ns d e te rm in e d  in  A S  06.20.285(b). (§ 16(a) ch  73 S L A  1955; am  
§ 5 ch  94 S L A  1969; am  § 7 ch  71 S L A  1978; a m  § 2 ch  84 S L A  1979; 
am  § 3 ch  63 S L A  1980; am  §§ 1, 2  ch  9 9  S L A  1982)

I #
E ffect o f  am en d m en ts . — The 1979 

amendm ent added subsection Oil.
The 1980 am endm ent, in subsection (a), 

substituted "$25,000" lor "$5,000" twice; 
in subsection (b), inserted "or who makes n 
loan under th is chapter exceeding $5,000 
but not exceeding $25,000" nnd "the 
greater o f ,  restructured  the subsection 
Into the present introductory paragraph 
nnd paragraphs (1) and (2), added "or" 
following "a m onth" in paragraph (1), 
added the provisions of paragraph (2); 
designated the provisions beginning 
"In terest on loans" as subsection (c), added 
"Interest on loans under III) of th is section 
shall he", and inserted "entire" preceding 
"unpaid principal" in subsection <c).

The 1982 am endm ent, in subsection tot, 
substituted "$850" for "$500" ami 
"$10,000" for "$1,000" in two places each 
and "at a ra te  agreed hy contract" for "one

percent a m onth" and deleted "rem ainder 
of nny" preceding "unpaid principal 
balance exceeding $850," iiiui deleted the 
former second sentence, which read "On 
loans the principal of which is $50 or less a 
licensee may charge, con!met mid receive 
in terest a t a  ra te  not exceeding live percent 
a month." In subsection (hi, the 
am endm ent substitu ted  th e  language 
beginning "may charge, contract for, and 
receive in terest" and ending "at a  ra le  
agreed hy contract on the rem ainder id any 
unpaid principal balance exceeding 
$10,00" for "or who makes ii loan under I his 
chapter exceeding $5,000" and deleted 
from the end of the subsection "may elect to 
charge, contract for, nnd receive interest 
not to exceed the g rea ter of

( 11 one nnd one-half percent a month; m
i2t Eight percentage points above the 

Federal Reserve discount ra le  on on day

$  • 9



- m i .  iu . iu . iz u .  JLX IC h t  o l  s e r v ic e  c h a r g e ,  (a) T h e  s e rv ic e  ch a rg e  
s h a l l  in c lu d e  a l l  c h a rg e s  in c id e n t  to  in v e s t ig a t in g  a n d  m a k in g  th e  
r e t a i l  in s t a l lm e n t  c o n tra c t  o r  c h a rg e  a g re e m e n t a n d  fo r  th e  p r iv i le g e  
o f  m a k in g  th e  in s t a l lm e n t  p a y m e n ts  u n d e r  th e  c o n tra c t  o r  ag re e m e n t. 
N o  o th e r  fee, e xpen se , o r  c h a rg e  m a y  be ta k e n ,  re ce iv e d , re se rv e d , o r  
c o n tra c te d  fo r  in v e s t ig a t in g  a n d  m a k in g  th e  contra* t o r  a g re e m e n t, o r  
fo r  th e  p r iv i le g e  o f  m a k in g  th e  p a y m e n ts .

(b) A  s e lle r  o r  h o ld e r  o f  a  r e t a i l  in s t a l lm e n t  c o n tra c t  m a y  ch a rg e , 
re ce iv e  a n d  c o lle c t  a  s e rv ic e  c h a rg e  w h ic h  s h a l l  n o t  e xceed  th e  
fo l lo w in g  ra te s  m u lt ip l ie d  b y  th e  n u m b e r  o f  m on th s , in c lu d in g  a  
fr a c t io n  o f  a  m o n th  in  excess  o f  15 d a y s  a s  on e  m on th , e la p s in g  b e tw ee n  
th e  d a te  o f  th e  c o n tra c t  an d  th e  d u e  d a te  o f  th e  la s t  in s ta l lm e n t ,

(1) on  so m u ch  o f  th e  u n p a id  b a la n c e  a s  does n o t  exceed  $1 ,000 , 
f iv e - s ix th s  o f  one  p e r  cent;

(2) i f  th e  u n p a id  b a la n c e  e x ceed s  $1,000 , on  so  m u ch  o f  th-j u n p a id  
b a la n ce  a s  exceeds $1,000, tw o - th ird s  o f  on e  p e r  cent;

(3) i f  th e  to ta l s e rv ic e  c h a rg e  so com p u te d  is  le s s  th a n  $12, b u t i f  th e  
due  d a te  o f  th e  la s t  in s t a l lm e n t  o f  th e  c o n tra c t  is  e ig h t  m o n th s  o r  le ss  
a f te r  it s  e ffe c t iv e  d a te , $10.

(c) A  s e lle r  o r  h o ld e r  o f  a r e t a i l  c h a rg e  a g re e m e n t, r e v o lv in g  c h a rg e  
ag re e m e n t o r  o th e r  r e t a i l  c h a rg e  a g re e m e n t m a y  ch a rg e , re c e iv e  a n d  
c o lle c t  a s e rv ic e  c h a rg e  n o t to  e xceed  th e  fo l lo w in g  ra te s  co m p u te d  on  
th e  o u ts ta n d in g  b a la n c e s  fro m  m o n th  to  m on th ,

(1) on  so  m u ch  o f  th e  o u ts ta n d in g  h a la n c e  a s  does  n o t e xceed  $1 ,000, 
one  a n d  o n e -h a lf  p e r  c e n t  p e r  m on th ;

(2) i f  th e  o u ts ta n d in g  h a la n c e  is  m ore  th a n  $1,000 , o n e - tw e l l lh  o f  the  
a n n u a l ra te  p e rm it te d  u n d e r  A S  45.45.010(b) p e r  m o n th  on  th e  excess  
o ve r $1,000 o f  the  o u ts ta n d in g  b a lan ce ;

(3) i f  th e  s e rv ic e  c h a rg e  so com p u ted  is  le ss  th a n  $1 fo r a n y  m on th , 
$1;

(4) the  s e rv ic e  c h a rg e  m a y  he com p u ted  on  a  s c h e d u le  o f  f ix e d
am o u n ts  i f  a s  so com p u ted  i t  is  a p p lie d  to a l l  a m o u n ts  o f  o u ts ta n d in g
b a la n ce s  e q u a l to  th e  f ix e d  a m o u n t  m in u s  a  d i f fe r e n t ia l  o f  n o t  m ore
th a n  $5 p ro v id e d  t h a t i t  is  a ls o  a p p lie d  to a l l  a m o u n ts  o f  o u ts ta n d in g
b a la n ce s  e q u a l to th e  f ix e d  a m o u n t p lu s  a t  least, th e  sam e  d i f fe r e n t ia l.
(§ 13 ch  141 S L A  15)62; am  § 1 ch  154 S L A  1966; am  § 2 ch  79 S L A  
1980)

Cross reference. - As to revolving the minimi rule permitted under AS
credit plans, see AS 06.05.208. 45.45.010(b)" for "one per rent" foHowinii

Effect of amendment. — The UJH0 "more than $1,000" in piirnsriipli (2) of
nmondnvnt substituted "one-twelfth of subsection tc).

S e e . 4 5 .1 tM 3 0 . I n s u r a n c e .  I f  th e  co s t o f  in s u ra n c e  is  in c lu d e d  in  
the  r e ta il  in s ta l lm e n t  c o n t ra c t  o r  r o t a i l  c h a rg e  a g re e m e n t a n d  a 
se p a ra te  ch a rg e  is  m ade  to  th e  b u y e r  fo r  th e  in s u ra n c e ,

(1) th e  c o n t ra c t  o r  a g re e m e n t  m u s t  s ta te  th e  n a tu re ,  p u rpo se , a n d  
a m o u n t  o f  th e  in s u ra n c e ,  a n d  in  c o n n e c t io n  w it h  th e  s a le  o f  a  m o to r  
v e h ic le ,  th e  c o n t ra c t  m u s t  s ta te  t h a t  th e  in s u ra n c e  co ve rag e  o rd e re d  
u n d e r  th e  te rm s  o f  t h is  c o n t ra c t  does o r  does n o t  in c lu d e  " b o d i ly  in ju r y  
-’ • a b il it y , ”  " p u b l ic  l i a b i l i t y , "  a n d  "p ro p e r ty  d a m a g e  l ia b i l i t y "  co ve rag e ,
a s  a p p lic a b le ;

(2) th e  c o n t ra c t  o r  a g re e m e n t  m u s t  s ta te  w h e th e r  th e  in s u ra n c e  is  to
be  p ro cu re d  b y  th e  b u y e r  o r  th e  s e lle r;

(3) th e  a m o u n t  in c lu d e d  fo r  th e  in s u ra n c e  m a y  n o t  e xceed  th e  
p re m iu m s  c h a rg e a b le  in  a cco rd a n ce  w it h  th e  ra te  f ix e d  fo r  th e  
in s u ra n c e  b y  th e  in s u r e r  e x cep t w h e re  th e  a m o u n t  is  le s s  th a n  $1; a n d  
i f  th e  in s u ra n c e  is  c a n c e lle d  o r  te rm in a te d  fo r  a n y  re a so n , th e  r e fu n d  
fo r  u n e a rn e d  in s u r a n c e  p re m iu m s  re c e iv e d  b y  th e  s e l le r  o r  h is  
a s s ig n e e , to g e th e r  w it h  th e  u n e a rn e d  p o r t io n  o f  th e  s e rv ic e  c h a rg e  
a p p lic a b le  to  th e  in s u ra n c e ,  s h a l l  he c re d ite d  to  th e  f in a l  m a tu r in g  
in s ta l lm e n t s  o f  th e  r e t a i l  in s t a l lm e n t  c o n t ra c t  o r  r e t a i l  c h a rg e  
a g re e m e n t, a n d  th e  r e m a in in g  b a la n c e  o f  th e  u n e a rn e d  in s u ra n c e  
p re m iu m s  s h a l l  be  re fu n d e d  to  th e  b u ye r: h o w e ve r , n o  ca sh  re fu n d  is
re q u ire d  i f  th e  a m o u n t  is  le ss  th a n  $1;

(4) i f  th e  in s u ra n c e  is  to  be p ro cu re d  b y  th e  s- H e r o r  h o ld e r , he  s h a l l ,  
w it h in  45  d a y -  a f te r  d e l iv e r y  o f  th e  goods o r  fu r n is h in g  o f  th e  s e rv ic e s  
u n d e r  th e  c o n tra c t ,  d e l iv e r ,  m a il,  o r  cau se  to be m a ile d  to  th e  b u y e r  a t  
b is  a d d re s s  a s  s p e c if ie d  in  th e  c o n t ra c t  a  n o t ic e  th a t  th e  in s u ra n c e  is  
p ro cu re d , a  copy  o f  th e  p o l ic y  o r  p o lic ie s  o f  in s u ra n c e ,  o r  a c e r t if ic a te  
o'.' th e  in s u ra n c e  so p ro cu re d . (§ 14 ch  141 S L A  1962)

S e c .  45 .10 .140 . A g r e e m e n t  n o t  to  a s s e r t  c la im .  A  p ro v is io n  o f  a 
r e t a i l  in s t a l lm e n t  c o n t ra c t  o r  r e t a i l  c h a rg e  a g re e m e n t  by  w h ic h  th e  
b u y e r  ag re e s  n o t  to a s s e r t  a  c la im  o r  d e fen se  a r is in g  o u t o f  th e  s a le  
a g a in s t  th e  s e l le r  o r  a n  a s s ig n e e  is  in v a lid .  (§ 15 ch  141 S L A  19621

S e e . 45 .10 .150 . N o n w a iv e r  o f  c h a p t e r .  N o  a c t o r  a g re e m e n t o f  th e  
r e t a i l  b u y e r  be fo re  o r  a t  th e  t im e  o f  th e  m a k in g  o f  a r e t a i l  in s ta l lm e n t  
c o n tra c t ,  r o t a i l  c h a rg o  a g re e m e n t, o r  p u rch a se s  u n d e r  th e  c o n tra c t  o r  
a g re e m e n t  c o n s t itu te s  a v a l id  w a iv e r  o f  a n y  o f  th e  p ro v is io n s  o f  t h is  
c h a p te r  o r  o f  a n y  re m e d ie s  g ru n te d  to  th e  b u y e r  by law . (§ 16 ch  141
S L A  1962)

S e e .  45 .10 .160 . C o n t r a c t s  a n d  a g r e e m e n t s  e x e c u t e d  b e f o r e  
1963. T h is  c h a p te r  does n o t in v a l id a t e  o r  m a k e  u n la w fu l a r e t a i l  
in s t a l lm e n t  c o n t ra c t  o r  r e t a i l  c h a rg e  a g re e m e n t  e x e cu te d  b e fo re  
J a n u a r y  1, 1963. (§ 22  ch  141 S L A  1962)

S e c .  45 .10 .170 . A c t io n  b y  a t t o r n e y  g e n e r a l .  T h e  a t to rn e y  g e n e ra l 
m ay  b r in g  a n  a c t io n  in  th e  n a m e  v f  th e  state? a g a in s t  a pe rson  to 
r e s t r a in  a n d  p re v e n t  a  v io la t io n  o f  t h is  c h a p te r .  (§ 19 ch  141 S L A  15)62)

S e e .  45 .10 .180 . A s s u r a n c e  o f  d i s c o n t in u a n c e ,  (a) In  th e  
e n fo rc e m e n t o f  th is  c h a p te r ,  th e  a t to rn e y  g e n e ra l m a y  a cce p t an
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th e  u n e a rn e d  p re m iu m  o n  th e  p o lic y  b e in g  f in a n c e d  a t  th a t  t im e . N o  
d e f ic ie n c y  b a la n ce  m a y  be  e s ta b lis h e d  o r  co lle c te d  fro m  th e  b o rro w e r. 
T h is  se c t io n  does  n o t  p re c lu d e  th e  lic e n se e  fr o m  e s ta b lis h in g  o r  
c o lle c t in g  a d e f ic ie n c y  b a la n ce  to  th e  e x te n t  th e  in s u re r  o f f s e t s  u n e a rn e d  
p re m iu m s  on  th e  p o lic y  f in a n ce d  b y  p re m iu m s  ea rn e d  b y  re a so n  o f  
e nd o rsem en ts  to  th a t  sam e  p o lic y  n o t p a id  f o r  b y  th e  in s u re d  o r  f in a n ce d  
b y  th e  licen see .

(d) T h e  lic e n se e  o r  the  in su ra n ce  a g e n t  s h a ll d e liv e r  to  th e  b o rro w e r, 
o r  m a il to  h im  a t  h is  a d d re s s  sh o w n  in  the  ag re e m e n t, a  co m p le te  copy  
o f  th e  a g reem en t. (§ 1 ch  170 S L A  1978)

S ec . 06.40.120. M a x im u m  in te r e s t  p e rm itte d :  P r e p a y m e n t ,  r e fu n d ,
(a) A  p re m iu m  f in a n c e  co m p an y  m ay  n o t ch a rg e , c o n tra c t  fo r ,  re ce ive , 
o r  c o lle c t  a  s e rv ic e  c h a rg e  o th e r  th a n  as p e rm itte d  b y  th is  c h a p te i.

(b) T h e  s e rv ic e  c h a rg e  is  to  be  com p u ted  >n th e  b a la n ce  o f  the  
p re m iu m s  due, a f t e r  s u b s t ra c t in g  th e  d o w n  p a y m e n t m ade  b y  tn e  
b o r ro w e r  in  a cco rd a n ce  w ith  the  p re m iu m  f in a n c e  a g reem en t, fro m  the  
e f fe c t iv e  d a te  o f  the  in s u ra n c e  cove rag e , f o r  w h ich  the  p re m iu m s  a re  
b e in g  advanced , to  an d  in c lu d in g  th e  da te  w hen  th e  f in a l  p a y m e n t o f  the  
p re m iu m  f in a n c e  a g re e m e n t is  p ayab le .

(c) T h e  s e rv ic e  ch a rg e  m ay  n o t e xceed  in te re s t  a t  th e  n o m in a l a n n u a l 
ra te  o f  15 p e r  c e n t p lu s  an  a d d it io n a l ch a rg e  o f  $10 p e r  p rem ium  f in a n c e  
a g re e m e n t w h ic h  need n o t be re fu n d e d  u pon  c a n ce lla t io n  o r  p re p a y  m e1 1. 
H o w e v e r ,  a n y  b o r ro w e r  m ay  p re p a y  h is  p re m iu m  f in a n c e  a g re e m e n  n 
f u l l  a t  a n y  t im e  b e fo re  the  d u e  da te  o f  the  f in a l p a y m e n t an d  in  th a t  e v e n t 
th e  u n e a rn e d  s e rv ic e  c h a rg e  s h a ll be  re fu n d e d . T h e  am o u n t o f  a n y  
re fu n d  s h a ll be  c a lc u la te d  in  a cco rd an ce  w ith  re g u la t io n s  adop ted  b y  th e  
com m iss io n e r. (§ 1 ch  170 S L A  1978)

S ec . 06.40.1.' 10. D e lin q u e n c y  ch a rg e , (a) A  p rem iu m  fin a n ce  
a g re e m e n t m ay  p ro v id e  fo r  th e  p a y m e n t b y  th e  b o r ro w e r  o f  a 
d e lin q u e n cy  c h a rg e  fo r  a n y  p a y m e n t th a t  is  in  d e fa u lt  fo r  a p e r io d  o f  
10 d a y s  o r  m ore . T h e  c h a rg e  m ay be m ade fo r  each  m on th  o r  f ra c t io n  
o f  a  m on th  th a t  the  p a y m e n t is  in  d e fa u lt .  T h e  am o u n t o f  the  ch a rg e  
m ay be a  m in im u m  o f  $1 an d  a s  a  m a x im u m  s h a ll be  s u b je c t  to  th e  
fo l lo w in g  lim its :

(1) fo r  d e lin q u e n t  p a y m e n ts  o f  le ss  th a n  $250, f iv e  p e r  c e n t o f  the  
p a y m e n t o r  $5, w h ic h e v e r  is  less; o r

(2) fo r  d e lin q u e n t  p a y m e n ts  o f  $250 o r  m ore , tw o  p e r  c e n t o f  the  
paym ent.

(b) A  b o r ro w e r  m ay a t  h is  o p t io n  s e p a ra te  the  f in a n c in g  o f  the  
p re m iu m s  fo r  one  in su ra n ce  p o lic y  from  a p re m iu m  f in a n c e  a g re e m e n t 
b y  re q u e s t in g  in  w r it in g  th a t  th e  p re m iu m  f in a n ce  com p an y  p ro v id e  th a t  
s e rv ic e  nnd b y  p a y in g  a $10 se p a ra te  ch a rg e . (§ 1 ch  170 S L A  1978)

See. 06.40.140. C a n c e l la t io n  o f  p o lic y ;  re q u ire m e n ts ,  (a) W h en  a 
p re m iu m  f in a n ce  a g re e m e n t c o n ta in s  a p o w e r  o f  a t to rn e y  e n a b lin g  the

§ 06.40.150 B a n k s  a n d  F inancial Institutions § 06.40.150

f t j

f t

in su ra n ce  p o lic y  m a y  n o t  be can ce lle d  b y  th e  licen see  u n le s s  the 
c a n ce lla t io n  is  e f fe c tu a te d  in  a cco rd an ce  w ith  th is  se ct ion .

(b) T h e  lic e n se e  s h a l l  g iv e  n o t  le s s  th an  10 d a y s  w r it te n  no tice  to  the 
b o rrcv /e r, b y  m a il in g  b y  c e r t if ie d  m a il o r  d o cu m e n ted  b y  an  a f f id a v it  o f  
m a ilin g , o f  th e  lic e n s e e ’s  in te n t  to  can ce l th e  in su ra n ce  p o lic y  u n le s s  the  
d e fa u lt  is  c u re d  w ith in  th a t  10-day pe r iod . A  co p y  o f  th e  no tice  s h a ll a lso  
be m a ile d  b y  c e r t if ie d  m a il o r  d o cu m en ted  b y  an  a f f id a v i t  o f  m a ilin g  to 
th e  in s u ra n c e  a g e n t  in d ic a te d  on  th e  p re m iu m  f in a n c e  ag re e m e n t

(c) A f t e r  e x p ira t io n  o f  th e  10-day p e r io d  s p e c if ie d  in  (b) o f  th is  section , 
th e  lic e n se e  m ay, in  the  nam e  o f  th e  b o rro w e r, ca n ce l the in su ran ce  
p o lic y  b y  m a il in g  b y  c e r t if ie d  m a il o r  d o cu m e n ted  b y  an  a f f id a v it  o f  
m a il in g  to  th e  in s u re r  a  n o t ice  o f  c a n ce lla t io n . T h e  in su ra n ce  p o lic y  sh a ll 
be c a n c e lle d  a s  i f  th e  n o t ic e  o f  c a n c e lla t io n  h ad  been  su b m itte d  by  the 
b o r ro w e r  h im se lf,  b u t  w ith o u t  r e q u ir in g  th e  r e tu rn  o f  th - in su ran ce  
p o lic y . T h e  lic e n se e  s h a l l  a lso  m a il b y  c e r t if ie d  m a il o r  docum ented  b y  
an  a f f id a v i t  o f  m a il in g  a  n o tice  o f  c a n ce lla t io n  to  the  b o rro w e r  a t  h is 
la s t-kn o w n  a d d re s s  an d  to  th e  in su ra n ce  a g e n t  in d ica te d  on the  p rem ium  
f in a n ce  a g reem en t.

(cl) A l l  s ta tu to ry ,  r e g u la to r y  and  c o n tra c tu a l re s t r ic t io n s  p ro v id in g  
th a t  th e  in s u ra n c e  p o lic y  m a y  n o t  be c a n ce lle d  u n le s s  n o tice  is  g iv e n  to 
a g o v e rn m e n ta l a g e n cy , m o rtg a g e e , o r  o th e r  th ird  p a r ty  s h a ll app ly  
w h e re  c a n c e lla t io n  is  e f fe c te d  u n d e r  th e  p ro v is io n s  o f  th is  section . T h e  
in s u re r  s h a ll g iv e  the  p re s c r ib e d  no tice  on  b e h a lf  o f  it s e l f  o r  the 
b o r ro w e r  to  a n y  g o v e rn m e n ta l a g en cy , m o rtg a g e e , o r  o th e r  th ird  p a rty  
on o r  b e fo re  the  f i f t h  b u s in e s s  d a y  a f t e r  th e  day  i t  re ce iv e s  th e  no tice  
o f  c a n ce lla t io n  fro m  th e  lic e n se e  an d  sh a li d e te rm in e  the  e f fe c t iv e  date  
o f  c a n ce lla t io n  ta k in g  in to  c o n s id e ra t io n  th e  n u m b e r o f  d a y s ’ notice  
re q u ire d  to  co m p le te  th e  c a n ce lla t io n . (§ 1 ch  170 S L A  1978)

See. 06.40.150. R e t u r n  o f  u n e a rn e d  p re m iu m s , (a) W h eneve r a 
f in a n ce d  in su ra n ce  p o lic y  is  c a n ce lle d  and  p ro v id e d  th e  in s u re r  has been 
n o t if ie d  o f  the  a s s ig n m e n t  o f  in te re s t  o f  the  in s u re d  to  the licensee , the 
in s u re r  w ith in  60 d a y s  o f  th e  e f fe c t iv e  d a te  o f  c a n ce lla t io n  s h a ll take  
such  s te p s  a s  a re  n e ce ssa ry  to  h ave  a n y  g ro s s  u nea rned  p re m iu m s  
th a t  a re  due  u n d e r  the  in su ra n ce  p o lic y  re tu rn e d  to the licensee 
fo r  th e  a c co u n t o f  th e  b o r ro w e r  i f  the  licen see  has  com p lied  w ith  
the no tice  p ro v is io n s  o f  § 140(b) o f  th in  ch ap te r.

(b) I f  the  c re d it in g  o f  r e tu rn  p re m iu m s  to  the  a c co u n t o f  the  bo rrow e r 
re s u lt s  in  a  s u rp lu s  o v e r  th e  a m o u n t due  fro m  the  b o rro w e r, the licensee  
s h a ll r e fu n d  the  e x ce ss  to  th e  b o rro w e r; h ow eve r, no re fu n d  is re q u ire d  
i f  i t  am o u n ts  to  le s s  th an  $1. (§ I ch  170 1SLA 1978)

A r t ic le  3. G e n e r a l P r o v is io n s .
Section Section
Kit). Civil and criminal penalties 180. Regulations, orders
170. Piling not required to perfect validity 100. Definitions
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recognition and validation of the approach 
it adopted in Bridges v. Alaska Hous. 
Auth., Sup. Ct. Op. No. 1 (File No. 16), 349 
P.2d 149 (1959), rev’d on other grounds, 
Sup. Ct. Op. Nos. 8, 46. 352 P.2d 1118 
(1960), lead to the conclusion that the 
court erred in concluding that in a pro­
ceeding for condemnation hy way of a 
declaration of taking the court is 
empowered to require the condemnor to 
prove the necessity of a given taking. Arco 
Pipc'ine Co. v. 3.60 Acres, More or Less, 
Sup. Ct. Op. No. 1177 (File No. 2419), 539 
P.2d 64 (1975).

Where it is clear that the use intended is 
public and statutorily authorized, and 
petitioners have presented unrebul ted evi­
dence to the effect that the design •<.. r con­
struction criteria for the pipeline are most 
feasibly satisfied by the route across the 
property of respondent, it cannot be said 
that petitioner is under any duty to ini­
tially submit evidence that it has con­
sidered such alternate routing: nor can the 
failure to make such showing under the 
circumstances justify a finding of 
arbitrariness or an abuse of discretion. 
Arco Pipeline Co. v. 3.60 Acres, More or 
Less, Sup. Ct. Op. No. 1177 (File No. 2419), 
539 P.2d 64 (1975).

Presumption that taking is reason­
ably requisite to realization of public 
use. — Once an authorized public use for 
the taking is established by the 
condemnor, nnd statutory nnd procedural 
requirements are otherwise satisfied, thut 
the particular taking is reasonably 
requisite to the realization of that use 
shall he presumed. Arco Pipeline Co. v.
3.60 Acres, More or Less, Sup. Ct. Op. No. 
1177 (File No. 2419), 539 P.2d 04 (1975).

Judicial review of question of 
necessity only where showing of fraud, 
etc. — In proceedings in eminent domain 
by wny of a declaration of taking under AS
09.55.420 — 09.55.450, the court is 
without authority, either by virtue of the 
express mandate of AS 09.55.460(b) or hy 
implication from the legislative history 
and policy evidenced in AS 09.55.440, to

review the miestion of the necessity of a 
particular taking absent a clear showing of 
fraud, bad faith, arbitrariness or nn abuse 
of discretion in exercise of the power of 
condemnation by the condemning author­
ity. Arco Pipeline Co. v. 3.60 Acres, More 
or Less, Sup. Ct. Op. No. 1177 (File No. 
2419), 539 P.2d 64 (1975).

Notwithstanding si ch provisions as AS 
09.55.270(2), judicial inquiry into such 
necessity or the condemnor's determina­
tions with respect (hereto is not appropri­
ate unless and until the cendemnee has 
presented clear and convincing evidence 
that the condemnor has acted in bad faith 
or so capriciously and arbitrarily as to 
indicate the absence of any reasonable 
determining principle. Arco Pipeline Co. v.
3.60 Acres, More or Less, Sup. Ct. Op. No. 
1177 (File No, 2419), 539 P.2d 64 (1975).

Stale’s failure to consider several 
important, relevant factors made it 
impossible to rationally determine 
whether intended taking was compatible 
with the greatest public good and the least 
private injury, nnd rendered its nction 
arbitrary; thus taking of subject land could 
not be upheld. State, Dep'l of Trnnsp. & 
Pub. Facilities v. 2.072 Acres, More or 
Less, Sup. Ct. Op. No. 2575 (File No. 6159), 
652 P.2d 465 (1982).

For distinction between proceedings 
in condemnation under a declaration 
of taking and those under a complaint 
seeking condemnation nnd an order 
for possession, see Arco Pipeline Co. v.
3.60 Acres, More or Less, Sup. Cl. Op. No. 
1177 (File No. 2419), 539 P.2d 64 (1975).

Quoted in State, Don't of Trnnsp. it 
Pub. Facilities v. 0.644 Acres, Sup. Ct. Jp. 
No. 2118 (File No. 4861), 613 P2d 829 
(1980).

Where the slate has adequate knowl­
edge of sopnrnto interests, amounts 
should be specified for ouch. Russian 
Orthodox Greek Catholic Church of N. 
Am. v. Alaska State Hous. Autli., Sup. Ct. 
Op. No. 809 (File No. 1600), 498 P.2d 737 
(1972).

'V

S e c .  09 .55 .440 . V e s t in g  o f  t i t le  n n d  c o m p e n s a t io n ,  (a) U p o n  th e  
f i l in g  o f  th e  d e c la r a t io n  o f  t a k in g  a n d  th e  d e p o s it  w it h  th e  c o u rt  o f  the  
a m o u n t  o f  th e  e s t im a te d  c o m p e n sa t io n  s ta te d  in  th e  d e c la ra t io n ,  t i t le  
to  th e  e s ta te  a s  s p e c if ie d  in  the  d e c la r a t io n  v e s ts  in  th e  p ln in l if i ' ,  an d  
th a t  p ro p e r ty  is  con d em n ed  a n d  ta k e n  fro m  th e  u se  o f  th e  p la in t i f f ,  a n d  
th e  r ig h t  to ju s t  c o m p e n sa t io n  fo r  i t  v e s ts  in  th e  p e rso n s  e n t it le d  to  it. 
T h e  c o m p e n sa t io n  s h a l l  he a s c e r ta in e d  a n d  a w a rd e d  in  th e  p ro ce e d in g  
and  e s ta b lis h e d  hy  ju d g m e n t .  T h e  ju d g m e n t  s h a l l  in c lu d e  in te r e s t  a t
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th e  ra te  o f  s ix  p e r  c e n t  p e r  y e a r  on th e  a m o u n t  f in a l ly  a w a rd e d  w h ic h  
exceed s  th e  a m o u n t  p a id  in to  c o u r t  u n d e r  th e  d e c la r a t io n  o f  t a k in g .  
T h e  in te r e s t  r u n s  fro m  th e  d a te  t i t le  v e s ts  to  th e  d a te  o f  p a y m e n t  o f  th e  
ju d g m e n t.

(b) U p o n  m o t io n  o f  a  p a r ty  in  in te r e s t  a n d  n o t ic e  to  a l l  p a r t ie s ,  th e  
c o u r t  m a y  o rd e r  t h a t  th e  m o n e y  d e p o s ite d  o r  a  p a r t  o f  i t  be  p a id  im m e ­
d ia t e ly  to  th e  p e rso n  o r  p e rso n s  e n t it le d  to  i t  fo r  o r  on  a c co u n t o f  th e  
j u s t  c o m p e n sa t io n  to  be  a w a rd e d  in  th e  p ro ce e d in g s . I f  th e  c o m p e n sa ­
t io n  f in a l ly  a w a rd e d  e x ceed s  th e  a m o u n t  o f  m o n e y  d e p o s ite d , th e  
d e p o s it  s h a l l  be o f fs e t  a g a in s t  th e  a w a rd . I f  th e  co m p e n sa t io n  f in a l ly  
a w a rd e d  is  le s s  t h a n  th e  a m o u n t  o f  m o n e y  d e p o s ite d , th e  c o u r t  s h a l l  
e n te r  ju d g m e n t  in  fa v o r  o f  th e  p la in t i f f  a n d  a g a in s t  th e  p ro p e r  p a r t ie s  
fo r  th e  a m o u n t  o f  th e  excess . (§ 13.21 ch  101 S L A  1962)

Opinions of attorney genera' — The land it seeks to condemn. If the state 
Alaska declaration of taking statu'es are undertakes to obtain title to real properly
as effective As the federal statutes in in fee simple absolute by the filing of a
effecting the vesting of title in the declaration of taking that is the title which
condemnor of whntever interest in the it obtains. 1960 Op. Att’y Gen., No. 15.

NOTES TO DECISIONS

I. General Consideration.
II. Interest.

I. GENERAL CONSIDERATION.
There exists a clear functional dis­

tinction between proceedings in con­
demnation under a dccli.. ntlon of 
taking nnd those under a complaint 
seeking condemnation nnd nn order 
for possession. Under the former, title 
passes immediately upon filing and 
deposit — at which time, under this sec­
tion, the properly is deemed to be 
"condemned and luken for the use of the 
plaintiff." Under the Inlter no such vesting 
occurs; title does not vest, nor does "con­
demnation” actually occur until the final 
iiward is determined nnd nn order nnd 
judgment of condemnation is entered hy 
the court, Arco Pipeline Co. v. 3.60 Acres, 
More or Less, Sup. Ct. Op. No. 1177 (File 
Nc. 2419), 539 P.’2d 64 (1975),

The dilforenco in the nature of pro­
ceedings in condemnation under n decla­
ration of taking and those under n 
complaint seeking condemnation and an 
order for possession is not merely proce­
dural: the almost summary quality of the 
former bespeaks the grant of nn additional 
substantive power of condemnation which 
considerably reduces the rights of the 
landowner to contest the taking. Arco 
Pipeline Co. v. 3.60 Acree, More or Less, 
Sup. Ct. Op. No. 1177 (File No. 2419), 539 
P.2d 64 (1975).

Construction with AS 09.55.330. — 
The provisions of subsection (a) are not 
irreconcilable with those pertaining to an­
other form of eminent domain proceeding 
in AS 09.55.330. State v. Alaska 
Con1 inental Dev. Corp., Sup. Ct. Op. No. 
2254 (File Nos. 4121, 4122), 630 P.'2d 977 
(1980).

Under n declaration of taking, title nnd 
right to possession pass to the stale imme­
diately upon filing nnd depositing a i 
amount far just compensation, while unde r 
u complaint for condemnation th s 
"taking" does not occur until judgment is 
entered hy the court. State v. Alaska 
Continental Duv, Corp., Sup. Cl. Op, No. 
2254 (File Nos. 4121, 4122), 630 P.2d 977 
(1980).

Summary exercise of power 
intended. — AS 09.55.420 -  09.G5.l50 
were clearly intended to authorize a more 
summary nnd less judicially dependent 
exercise of the power of eminent domain. 
Arco Pipeline Co. v. 3.60 Acres, More or 
Less.Sup. Ct. Op. No, 1177 (File No. 2419), 
639 P. 2d 64 (1975),

Vesting subject only to limited right 
of owner to contest. — The intent of AS
09.55.420 — 09.55.459 was to bring, in 
summary fashion, stnfutory finality to the
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Siats banks top U.S. in asset use
By JIM ERICKSON
D a ily  N e w s  b u s in e s s  r e p o r te r

F o u r  A la s k a  b a n k s  w e r e  a m o n g  
th e  to p  10  p e r f o r m e r s  in  th e  n a t io n  
la s t  y e a r  a m o n g  th o s e  s u r v e y e d  b y  
a  n a t i o n a l  b a n k  a n a l y s t  f i rm .

F i r s t  N a t io n a l  B a n k  f A n c h o r ­
a g e  r a n k e d  f i r s t  in  a tu r n  o n  
a s s e ts  o u t  o f  308 o '  <.ne la r g e s t  
U .S . b a n k s  a n d  b a n !  .o ld in g  c o m ­
p a n i e s  s u r v e y e d ,  c c o r d i n g  to  
K e e fe , B r u y e t t e ,  a n d  W o o d s In c .

N a t i o n a l  B a n c o r p  o f  A l a s k a  
r a n k e d  t h i r d ,  U n i te d  B a n c o rp o ra -  
t io n  A la s k a  w a s  s i x t h  a n d  A la s k a  
P a c if ic  B a n c o r p o r a t io n  w a s  s e v ­
e n th .

R e tu r n  o n  a s s e t s  is  u s e d  b y  
f in a n c ia l  a n a l y s t s  to  g a u g e  h o w

w e l l  a  b a n k  is  u s in g  in c o m e -e a r n ­
in g  in v e s tm e n ts ,  lo a n s  a n d  p r o p e r ­
ty  to  p r o d u c e  p r o f i t s .

F i r s t  N a t io n a l ’s 2 .68 p e r c e n t  r e ­
t u r n  o n  a s s e ts  f ig u r e  w a s  n e a r l y  
tw o  p e r c e n ta g e  p o in t s  h ig h e r  t h a n  
th e  n a t i o n a l  a v e r a g e  o f  .78 p e r ­
c e n t .

N B A ’s  r e t u r n  w a s  1.73 p e r c e n t ,  
U B A ’s w a s  1.64 a n d  A la s k a  P a c i f ­
ic ’s w a s  1.62.

T h e  K e e fe ,  B r u y e t t e  r a n k in g  
w a s  d e te r m in e d  f ro m  a  q u e s t io n ­
n a i r e  m a i le d  to  400 o f  th e  la r g e s t  
U .S . b a n k s ;  368 b a n k s  r e s p o n d e d .

A l a s k a ’s s t r o n g  e c o n o m y  is  
c r e d i te d  in  p a r t  w i t h  t h e  s t a t e ’s 
b a n k s  d o m in a n c e  o f  t h e  to p  10  l i s t ,  
s a id  C h u c k  S e x to n ,  a  b a n k  a n a ly s t

w i th  K e e fe , B r u y e t t e  a n d  W o o d s, 
A  b o o m in g  e c o n o m y  u s u a l ly  t r a n s ­
l a t e s  in to  b a n k  p r o f i t s .

S e y m n  c a l le d  b a n k in g  h e r e  a n  
“ in t e r e s t in g  b u s i n e s s "  b e c a u s e  th e  
s t a t e  is  in  t r a n s i t i o n  f r o m  a  " l a s t  
f r o n t i e r ”  e c o n o m y .

"Y .ou  a ls o  h a v e  s o m e  a s t u t e  
b a n k e r s , "  h e  s a id .  " T h e  d e m a n d s  
o f  a n  e c o n o m y  u n d e r  g r o w th  . . . 
r e q u i r e s  th e  a b i l i t y  to  ju d g e  m a n y  
th in g s  t h a t  a r e n ’t  o f  a  c u t- a n d -  
d r ie d  n a t u r e . "

T h e  s t a t e  s u b s id iz e d  h o m e  lo a n  
p r o g r a m  h a s  b e e n  a  l a r g e  f a c to r  in  
th e  g r o w th  o f  b a n k  e a r n in g s ,  s a id  
B en  B la c k , s e n i o r  v ic e  p r e s id e n t  
fo r  N a t io n a l  B a n k  o f  A la s k a ,  th e  
la r g e s t  b a n k  in  t h e  s t a t e .

“ D u r in g  th e  re c e s s io n  in  L o w e r  
48, w e  w e re  s t i l l  a b le  to  m a k e  
c o m m e rc ia l  lo a n s  a n d  r e s id e n t i a l  
lo a n s  a t  a n  e x t r a o r d i n a r y  r a t e  
w h i le  d o w n  b e lo w  th e y  w e re  p u l l ­
in g  in  t h e i r  h o r n s ,"  h e  s a id .

B a n k s  g e t  fe e s  fo r  h a n d l in g  
lo a n s  p u r c h a s e d  b y  th e  A la s k a  
H o u s in g  F in a n c e  C o rp . t h e  s t a te  
a g e n c y  t h a t  b u y s  a b o u t  85 p e rc e n t  
o f  th e  h o m e  lo a n s  m a d e  in  th e  
s t a te .

T h e  fe e s  c o n t r ib u t e d  le s s  th a n  7 
p e r c e n t  to  N B A  p r o f i t s  la s t  y e a r ,  
B la c k  s a id .  B u t b a n k s  b e n e f i t  in  
o th e r '  w a y s ,  su c h  a s  a  h ig h e r  d e ­
m a n d  f o r  c o n s t r u c t i o n  l o a n s  
c a u s e d  b y  a  s u r g in g  h o u s in g  m a r ­
k e t  s t im u la t e d  b y  lo w -c o s t lo a n s .



N B A  r e p o r t s  e a r n i n g s  o n  r i s e
N a tio n a l B an co rpo ra tion  of 

A la ska , repo rted  firs t-q ua rte r 
ta m in g s  o f $4 m illion , o r  $1.02 

\ pe r share , up 24 percen t from  a 
y ea r ago.

D ona ld  L . M e llish , ch a irm a n  
o f the boa rd  o f the bank ho ld ing  
com pany  w h i 'h  has N a t io n a l 
Bank  of A la sk a  a s  its  so le  subs id­
ia ry , sa id  to ta l depos its  as o f 
M a rch  31 w ere  $779.0 m illio n , up 
10 percen t from  a  y e a r  e a r lie r .

T h e  b an co rp o ra t ion  a lso  re­
ported  its  f irs t-q u a rte r  assets

c lim b e d  from  $877 m ill io n  in  1983 
to $951 m illio n  th is  y e a r  and  that 
toted loans rose  from  $490 m illio n  
to $564 m ill io n  d u r in g  the sam e 
period .

Bank income higher
(Jene E rskine, chief executive officer of U nited B ancorpora 

tion Alaska, Inc., reported  that the firm  had record first quar­
ter n e t incom e of $917,000. This represen ts a $360,000 or 64.7 
percent increase over first q u arte r 1983 net Incom e of $557,000.

In May 1983, IIBA1 m ade an initial public offering hy Issuing 
1.1 million shares of com m on stock. With the public offering, 
IJBAl has 3 .1 million shares of stock outstanding.

E arnings per share for the first q u arte r of 1984 w ere 29 cents 
com pared with 28 cents per share in the first q u arte r of 1983 
Total assets increased hy $89 million or 40.9 peccnt to $307 
million as of M arch 31, 1983. TotsT loans at M arch 31, 1984 
were $219 m illion which represents a $74 million or 50.il p er­
cent increase over to tal loans of $140 million at M arch 31,1983

Shareholder’s equity rose $15 million or 84 percent to $33
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P r a c t i c e  o f  p u b l i c  a c c o u n t i n g  
(Draft S S S B  318)

S e n a t o r  D i c k  E l i a s o n  
C h a i r m a n
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

T a m a r a  B r a n d t  Co o k 1 ,0
D e p u t y  D i r e c t o r  
D i v i s i o n  of  L e g a l  S e r v i c e s

H e r o  is the s e c t i o n  by s e c t i o n  a n a l y s i s  that y o u  r e q u e s t e d  
for the d r a f t  o f  S S S B ' 3 1 8  d a t e d  A p r i l  18, 19 8 A .

S e c tion 2  T h e  s e c t i o n  r e q u i r i n g  r e g u l a t i o n s  a d o p t e d  and 
p r o c e e d i n g s  h e l d  u n d e r  A S  08.01 to be d o n e  u n d e r  the A d m i n­
is t r a t i v e  P r o c e d u r e  Act is m o d i f i e d  to i n d i c a t e  that o t h e r  
law m a y  e x e m p t  a p a r t i c u l a r  p r o c e e d i n g .  AS 08.01 a p p l i e s  to 
the B o a r d  o f  P u b l i c  A c c o u n t a n c y  and u n d e r  s e c t i o n  25 of this 
draft, h e a r i n g s  of that b o a r d  are not s u b j e c t  to the Al'A. 
C o n s e q u e n t l y ,  the c h a n g e  to this s e c t i o n  is n e c e s s a r y .

S e c t i o n  7. T h e  t e r m i n a t i o n  d a t e  for the B o ard of P u b l i c
A c c o u n t a n c y  is e x t e n d e d  to J u n e  30, 1986.

S e c t i o n  3 Six, r a t h e r  than Jive, m e m b e r s  of the b o a r d  must 
be  c e r t i f i e d  p u b l i c  a c c o u n t a n t s  and four of them must have 
p e r m i t s  to p r a c t i c e  u n d e r  AS 0 8 .0 /». T h e  b o a r d  n o w  has only
one p u b l i c  m e m b e r ,  r a t h e r  than two.

See I: ion A M i n o r  d r a f t i n g  c h a n g e s  h a v e  b e e n  m a d e  for 
cos i s'toney.

S e c t i o n  5 T h e  r e q u i r e m e n t  that a m e m b e r  c o n t i n u e s  to s e r v e  
u ntil h i s  s u c c e s s o r  f o r m a l l y  a d v i s e s  the h o a r d  o f  a c c e p t a n c e  
of a p p o i n t m e n t  a n d  a p p e a r s  at the next: m e e t i n g  is deleted.

S e c t ion 6 T h e  b o a r d  is r e q u i r e d  to elect: a c h a i r m a n ,  r a t h e r  
T h a n  a p r e s i d i n g  o f f i c e r .  T h e  r e q u i r e m e n t  that: a t r e a s u r e r
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be e l e c t e d  a n d  the p r o v i s i o n  that one p e r s o n  m a y  s e r v e  as 
s e c r e t a r y  and t r e a s u r e r  is deleted.

S e c t i o n  7 T h e  types o f  r e g u l a t i o n s  that n a y  ne a d o p t e d  by 
the b o a r d  are itemi z e d .

S e c t i o n  8 T h e  b o a r d  m u s t  s u b m i t  an a n n u a l  r e p o r t  to the 
g o v e r n o r  c o n t a i n i n g  s p e c i f i e d  i n f o r m a t i o n  that w i l l  be m a d e  
a v a i l a b l e  to a n y  p e r s o n  on re q u e s t .

S e c t i o n  9 At least 90 days b e f o r e  a d o p t i n g  a r e g u l a t i o n ,  
the b o a r d  m u s t  m a i l  a co p y  o f  the p r o p o s a l  to e a c h  p e r s o n  
c e r t i f i e d  u n d e r  A S  0 8 . 0 4  w i t h  a r e q u e s t  that- a d v i s o r y  c o m­
me n t s  be s u b m i t t e d  at l e ast 45 days b e f o r e  the p r o p o s e d  
e f f e c t i v e  date.

S e c t i o n  .10 R e q u i r e m e n t s  for a c e r t i f i c a t e  o f  " c e r t i f i e d  
p u b l i c  a c c o u n t a n t "  are set out.

S e c t i o n  11 T h e  b o a r d  m a y  w a i v e  the e d u c a t i o n a l  r e q u i r e m e n t  
for a c e r t i f i c a t e  if it d e t e r m i n e s  th a t  the e d u c a t i o n a l  
q u a l i f i c a t i o n s  ot the a p p l i c a n t  are a c c e p t a b l e .  T h e  r e a s o n  
for and m e t h o d  by w h i c h  the b o a r d  m a y  r e f u s e  a c e r t i f i c a t e  
for lack of g o o d  c h a r a c t e r  are c l a r i f i e d .

S e c t i o n  12 E x a m i n a t i o n s  arc to bo h o l d  at l e a s t  t w i c e  e a c h  
y e a r . R e q u i r e m e n t s  f o r  e l i g i b i l i t y  to take the e x a m i n a t i o n  
are set out.

Sect ion 13 T h e  a m o u n t  o f  an appl i c a t i o n  for an e v a l u a t i o n  
of e d u c a t i o n a l  q u a l i f i c a t i o n s  a n d  to take an e x a m i n a t i o n  is 
set by the board, r a t h e r  than b e i n g  $50.

S e c t i o n  14 A p p l i c a t i o n  for c e r t i f i c a t i o n  by a n o n r e s i d e n t  
c o n s t i t u t e s  the a p p o i n t m e n t  of the l i e u t e n a n t  g o v e r n o r  as 
a g e n t  for s e r v i c e  of p r o c e s s  in an a c t i o n  a r i s i n g  out: of the 
p r a c t i c e  of p u b l i c  a c c o u n t i n g  in this s t a t e  by the n o n r e s i­
dent ,

S e c t i o n  15 Q u a l i f i c a t i o n s  for a p e r m i t  to p r a c t i c e  p u b l i c  
a c c o u n t i n g  f o r  an i n d i v i d u a l ,  a p a r t n e r s h i p  a n d  a c o r p -  
o ra t i on a re s o t: out.

S e c t ion 16 A p e r s o n  w i t h  a c e r t i f i c a t e  b e f o r e  the e f f e c t i v e  
date of  this A c t  d o e s  not: h a v e  to o b t a i n  a n e w  one. T h e  
p e r s o n  s h a l l  a u t o m a t i c a l l y  b e  i s s u e d  a p e r m i t  to p r a c t i c e  as
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S e c t i o n  17 A  p a r t n e r s h i p  o r  c o r p o r a t i o n  e n g a g e d  in p u b l i c  
a c c o u n t i n g  m u s t  r e g i s t e r  w i t h  the b o a r d  and m u s t  m e e t  
i t e m i z e d  r e q u i r e m e n t s .

S e c t i o n  18 T h e  b o a r d  m u s t  e s t a b l i s h  the fee f o r  r e g i s t r a­
tion or p a r t n e r s h i p s  and c o r p o r a t i o n s  and for n o t i f i c a t i o n  
to the b o a r d  o f  the a d m i s s i o n  o r  w i t h d r a w a l  o f  a p a r t n e r  or 
s h a r e h o l d e r .

S e c t i o n  19 E a c h  o f f i c e  for the p r a c t i c e  of  p u b l i c  a c c o u n t -  
i ng m u s t  be r e g i s t e r e d  b i e n n i a l l y ,  r a t h e r  th a n  a n n u a l l y .

S e c t i o n  20 T h e  boai'd shall e s t a b l i s h  a fee f o r  the r e g i s -  
t r a t i o n  of  an office.

S e c t i o n  21 T h e  t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  m a y  n o t  
be u s e d  in c o n n e c t i o n  w i t h  an o f f i c e  r e g i s t e r e d  u n d e r  AS 
08.04 u n l e s s  it is u n d e r  the di r e c t  s u p e r v i s i o n  of a p e r s o n  
w i t h  a p e r m i t  to p r a c t i c e .

S e c t i o n  22 T h e  b o a r d ' s  a u t h o r i t y  to s u s p e n d  a c e r t i f i c a t e ,  
p e r m i t , or r e g i s t r a t i o n  is l i m i t e d  so that the b o a r d  m a y  do 
so o n l y  for a p e r i o d  n o t  to e x c e e d  two years. T h e  g r o u n d s  
for s u s p e n s i o n s  are a l t e r e d  somewhat.

Sect:ion 23 A special h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  
a d d e d  to the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the 
r e g i s t r a t i o n  or  p e r m i t  to p r a c t i c e  o f  a p a r t n e r s h i p  or 
c o r p o r a t i o n  that d o e s  n o t  m e e t  q u a l i f i c a t i o n s  for 
r e g i s t r a t i o n .  U n d e r  e x i s t i n g  law a h e a r i n g  is r e q u i r e d  
u n d e r  the APA.

Seci:io n 24 A special h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  
a d d e d - to the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the 
r e g i s t r a t i o n  a n d  p e r m i t  to p r a c t i c e  of a p a r t n e r s h i p  or 
c o r p o r a t i o n  for g r o u n d s  o t h e r  than t h o s e  set o u t  in the 
p r e v i o u s  sec t i o n .  U n d e r  e x i s t i n g  law a h e a r i n g  w o u l d  bo 
he l d  u n d e r  the APA.

S e c t i o n  25 A p r o c e d u r e  for h e a r i n g s  by the b o a r d  is c s t a b -  
1 i s h e d . T h e s e  h e a r i n g s  arc n o t  c o n d u c t e d  u n d e r  the APA, as 
h e a r i n g s  of o t h e r  o c c u p a t i o n a l  b o a r d s  arc. A p e r s o n  a d ­
v e r s e l y  a f f e c t e d  by an o r d e r  of the b o a r d  a f t e r  a h e a r i n g  
m a y  p e t i t i o n  for c o u r t  r e v i e w  w i t h i n  30 days. T h e  r e v i e w  
shall be de n o v o  o n  the record. Upon ta k i n g  d i s c i p l i n a r y  
action, the b o a r d  is r e q u i r e d  to n o t i f y  the b o a r d  of
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a c c o u n t a n c y  of a n y  o t h e r  s t a t e  the p e r s o n  h e l d s  a c e r t i f i­
cate, r e g i s t r a t i o n  o r  p e r m i t  in.

S e c t i o n  26 A  p e r s o n  m a y  n o t  u s e  the t i t l e  " c e r t i f i e d  p u b l i c  
a c c o u n t a n t "  u n l e s s  h e  h a s  a c e r t i f i c a t e ,  b u t  h e  n e e d  not 
h a v e  a p e r m i t  to p r a c t i c e .

S e c t i o n  27 A p e r s o n  o f f e r i n g  f i n a n c i a l  s e r v i c e s  m a y  n o t  use 
the t itle " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  e v e n  if h e  is 
c e r t i f i e d  u n l e s s  h e  h a s  a p e r m i t  to p r a c t i c e .

S e c t i o n  28 A  p a r t n e r s h i p  or c o r p o r a t i o n  m a y  n o t  u s e  the 
t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  u n l e s s  it is r e g i s t e r e d  
a nd has a p e r m i t  to p r a c t i c e .  Th i s  is the same as e x i s t i n g  
law, b u t  d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n 29 T h i s  is the same as e x i s t i n g  lev, b u t  d e l e t e s  a 
r e f e r r . «_e to a r e p e a l e d  section.

S e c t i o n  30 T h i s  is the same as e x i s t i n g  law, b u t  d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n  31 T h i s  is e s s e n t i a l l y  the same as e x i s t i n g  law, 
but d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n  32 T h i s  is e s s e n t i a l l y  the sa m e  as e x i s t i n g  law, 
b u t  "deletes a r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n  33 T h i s  is the same as e x i s t i n g  law, b u t  d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n 34 T h i s  is the same as e x i s t i n g  law, b u t  m i n o r  
ITraTtlnp c h a n g e s  h a v e  b e e n  m a d e  for c o n s i s t e n c y  of w o r d  
u s a g e .

S e c t i o n  35 P a r a g r a p h s  arc a d d e d  to the s e c t i o n  i t e m i z i n g  
things that: are n o t  p r o h i b i t e d  u n d e r  A S  08.04 r e l a t i n g  to 
d i s c l o s u r e  o f  c o n f i d e n t i a l  i n f o r m a t i o n  and the o f f e r i n g  of 
f inancial s e r v i c e s  b y  p e r s o n s  w i t h o u t  p e r m i t s  to p r a c t i c e .

S e c t i o n  36 T h e  s e c t i o n  on i n j u n c t i o n s  ■» s m a d e  a p p l i c a b l e  to 
v i o l a t i o n s  o f  the e n t i r e  cha p t e r ,  r a t h e r  than to o n l y  
c e r t a i n  s e c t i o n s .

S e c t i o n  37 V i o l a t i o n  o f  the c h a p t e r  is m a d e  a c l a s s  A  m i s­
d e m e a n o r  .



S e n a t o r  D i c k  E l i a s o n
Pa g e  5
A p r i l  25, 1 9 8 A

S e c t i o n  38 T h i s  h a s  b e e n  r e d r a f t e d  s l i g h t l y  f o r  cla r i t y .

S e c t i o n  39 T h i s  p e r m i t s  an a c c o u n t a n t ' s  w o r k i n g  p a p e r s  t:o 
be t r a n s f e r r e d  to the a c c o u n t a n t ' s  c o r p o r a t i o n ,  or the s u c­
ces s o r  in i n t e r e s t  to the p a r t n e r s h i p  o r  c o r p o r a t i o n ,  as 
w e l l  as lo the a c c o u n t a n t ' s  par t n e r .

S e c t i o n  AO A n  a c c o u n t a n t  is p r o h i b i t e d  f r o m  d i s c l o s i n g  c o n­
f i d e n t i a l  i n f o r m a t i o n  o b t a i n e d  in the c o u r s e  of  p e r f o r m i n g  
p u b l i c  a c c o u n t i n g ,  excep'.. in c e r t a i n  c i r c u m s t a n c e s .

S e c t i o n  41 A d d i t i o n a l  d e f i n i t i o n s  are a d d e d  ro A S  08.04.

S e c t i o n  4? A  m e m b e r  o f  the b o a r d  s e r v i n g  on the e f f e c t i v e  
date of this A c t  c o n t i n u e s  to s e rve u n t i l  the t e r m  e x p i r e s .

S e c t i o n  A3 C e r t a i n  p r o v i s i o n s  are r e p e a l e d .

S e c t i o n  44 T h e  Act takes e f f e c t  J a n u a r y  1, 1985.

T B C r o j b
J 6 /0 7 4
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The Honorable Senator Richard Eliason 

Chairman, Labor and Commerce Committee 
Pouch V

Juneau, Alaska 99811 

Dear Senator Eliason:

Please find enclosed a copy of a paper discussing Senate Bill 318. I hope 

this paper will be helpful in your committee's deliberations on this 

important piece of legislation. I researched this paper as my academic 

research project for this year. If I can be of any assistance as this 

legislation moves through the political process, please call on me.

Sincer -ly,

Tom Bartlett, Associate Professor 

Department of Accounting 
School of Management

TB/bcs

A Division of the University of Alaska Statewide System of I libber Education
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C e r t i f i c a t i o n  R e q u i r e m e n t s  for CPAs: 
A L o o k  at S e n a t e  Bi l l  318

T o m  B a r t l e t t ,  CPA 
A s s o c i a t e  P r o f e s s o r  of A c c o u n t i n g  

S c h o o l  of M a n a g e m e n t  
U n i v e r s i t y  of A l a s k a ,  F a i r b a n k s

F e b r u a r y  ^9, 198*1 
F a i r b a n k s ,  A l a s k a



( S e n a t e  B i l l  No. 3 1 8  i n t r o d u c e d  b y  S e n a t o r  B e t t e  F a h r e n k a m p  of  

F a i r b a n k s ) .  T h i s  l e g i s l a t i o n  i n v o l v e s  t h e  S t a t e ' s  r e q u i r e m e n t s  for 

c e r t i f i c a t i o n  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s .  E a c h  of the 

f i f t y - f o u r  s t a t e s  a n d  t e r r i t o r i e s  w i t h i n  t h e  U n i t e d  S t a t e s  s e t s  

m i n i m u m  r e q u i r e m e n t s  t h a t  m u s t  be  f u l f i l l e d  b e f o r e  a n  i n d i v i d u a l  is 

g r a n t e d  a C P A  c e r t i f i c a t e .  T r a d i t i o n a l l y ,  the s p e c i f i c  r e q u i r e m e n t s  

of the s t a t e s  h a v e  c e n t e r e d  o n  t h r e e  e l e m e n t s ;  E d u c a t i o n ,  

E x a m i n a t i o n ,  a n d  E x p e r i e n c e .  T h i s  p a p e r  w i l l  d i s c u s s  h o w  t h e  

p r o p o s e d  r e v i s i o n  of the A l a s k a n  P u b l i c  A c c o u n t a n c y  S t a t u t e  w i l l  

c h a n g e  t h o s e  e l e m e n t s .  P a r t i c u l a r  e m p h a s i s  w i l l  be p l a c e d  o n  t h e  

e x p e r i e n c e  r e q u i r e m e n t ,  s i n c e  t h a t  is t h e  e l e m e n t  m o s t  a l t e r e d  b y  

S e n a t e  Bill 318.

B e f o r e  a n y  d i s c u s s i o n  o f  c e r t i f i c a t i o n  r e q u i r e m e n t s ,  t h e  p a p e r  

w i l l  d i s c u s s  the r a t i o n a l e  for a n y  g o v e r n m e n t  i n v o l v e m e n t  in t h e  

c e r t i f i c a t i o n  p r o c e s s .  S i n c e  s u c h  r e q u i r e m e n t s  r e s u l t  f r o m  

g o v e r n m e n t  i n v o l v e m e n t ,  it is n e c e s s a r y  to u n d e r s t a n d  t h e  o b j e c t i v e s  

o f  g o v e r n m e n t  r e g u l a t i o n  in o r d e r  to c r i t i c a l l y  r e v i e w  t h e  c u r r e n t  

a n d  p r o p o s e d  q u a l i f i c a t i o n s  r e q u i r e m e n t s  o f  A l a s k a ' s  s t a t u t e .  

F o l l o w i n g  t h i s  r a t i o n a l e  d i s c u s s i o n ,  A l a s k a ' s  p r e s e n t  a n d  p r o p o s e d  

c e r t i f i c a t i o n  r e q u i r e m e n t s  w i l l  be c o n t r a s t e d  to t h e  c u r r e n t  s t a t u s  

a n d  h i s t o r i c a l  d e v e l o p m e n t  of c e r t i f i c a t i o n  r e q u i r e m e n t s  in oid 

s t a t e s .  I n f o r m a t i o n  w i l l  be p r e s e n t e d  o n  the r e q u i r e m e n t s  o f  o r h e r  

s t a t e s .  T h e  s o u r c e  o f  all t h e s e  r e f e r e n c e s  to tiie v a r i o u s  s t a t e  

p u b l i c  a c c o u n t a n c y  l a w s  a n d  r e g u l a t i o n s  is the A c c o u n t a n c y  L a w  

R e p o r t e r  p u b l i s h e d  by C o m m e r c e  C l e a r i n g  H o u s e ,  Inc. in c o o p e r a t i o n



w i t h  t h e  A m e r i c a n  I n s t i t u t e  of C e r t i f i e d  P u b l i c  A c c o u n t a n t s .  

R e f e r e n c e s  a r e  c u r r e n t  t h r o u g h  D e c e r c e r ,  1 9 82. F i n a l l y , in 

c o n c l u s i o n ,  r e c o m m e n d a t i o n s  a n d  o p i n i o n s  c o n c e r n i n g  O e n a t e  R i l l  3 1 8  

w i l l  be p r e s e n t e d .

T h e  p r o p o s e d  l e g i s l a t i o n  a d d i t i o n a l l y  p r o v i d e s  f o r  o t h e r  

s i g n i f i c a n t  c h a n g e s  in t h e  p u b l i c  a c c o u n t a n c y  s t a t u t e ;  h o w e v e r ,  a 

d e t a i l e d  d i s c u s s i o n  o f  a l l  the c h a n g e s  is b e y o n d  t h e  s c o p e  o f  t h i s  

p a p e r .  T h i s  p a p e r  h a s  b e e n  p r e p a r e d  u n d e r  t h e  a u s p i c e s  o f  t h e  

U n i v e r s i t y  of A l a s k a - F a i r b a n k s  S c h o o l  of M a n a g e m e n t  a n d  s u c h  s u p p o r t  

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

t h o s e  of the a u t h o r .

R a t i o n a l 0 .for C e r t i f i c a t i o n  a n d  R e .4ula.ti.on
T h e  C P A  c e r t i f i c a t e  is n o t  g r a n t e d  by a p r i v a t e  o r g a n i z a t i o n  

s u c h  as t h e  A m e r i c a n  I n s t i t u t e  ol: C e r t i f i e d  P u b l i c  A c c o u n t a n t s .

(A I C P A ) . R a t h e r ,  the v a r i o u s  s t a t e  g o v e r n m e n t s  g r a n c  t h e  

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

e f f o r t ,  a n d  d o l l a r s  c e r t i f y i n g  p u b l i c  a c c o u n t a n t s ?  H o w  is 

c e r t i f i c a t i o n  in t h e  P u b l i c  I n t e r e s t ?  W e  w i l l  e x a m i n e  t w o  d i f f e r i n g  

r a t i o n a l e s  for g o v e r n m e n t  i n v o l v e m e n t  in a c e r t i f i c a t i o n  p r o c e s s ;  the 

P u b l i c  I n t e r e s t  R a t i o n a l e  a n d  t h e  S e l f - I n t e r e s t  R a t i o n a l e .

P u b l i c  a c c o u n t a n t s  p r o v i d e  a c c o u n t i n g  s e r v i c e s  to t h e  g e n e r a l  

p u b l i c .  T h e s e  s e r v i c e s  r e q u i r e  a k n o w l e d g e  of  g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i n c i p l e s  (GAAP) a n d  g e n e r a l l y  a c c e p t e d  a u d i t i n g  

s t a n d a r d s  ( G A A S ) . T h i s  e x t e n s i v e  and c o m p l i c a t e d  k n o w l e d g e  c a n n o t  be 

e x p e c t e d  of t h e  g e n e r a l  p u b l i c .  A c c o r d i n g l y ,  a n o n - a c c o u n t a n t  c a n n o t  

be e x p e c t e d  to c o n f i d e n t l y  e v a l u a t e  a p u b l i c  a c c o u n t a n t  o r  h i s  w o r k  

w i t h  r e s p e c t  to t e c h n i c a l  a c c o u n t i n g  or a u d i t i n g  k n o w l e d g e .  S o m e
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s a n c t i o n e d  i n d i c a t o r  is r e q u i r e d  so t h a t  a n o n - a c c o u n t a n t  m e m b e r  

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

t h a t  l e v e l  cf t e c h n i c a l  k n o w l e d g e  a n d  p r o f i c i e n c y  e x p e c t e d  o f  a 

p r o f e s s i o n a l  p u b l i c  a c c o u n t a n t .  In our s o c i e t y  t h a t  i n d i c a t o r  is the 

c e r t i f i c a t i o n  a s  a CP A .  T h e  s t a t e s '  c e r t i f i c a t i o n  p r o c e s s e s  a r e  

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

q u a l i f i c a t i o n s  b e f o r e  a n  i n d i v i d u a l  c a n  h o l d  h i m s e l f  o u t  to b e  a 

CPA. T h e  g e n e r a l  p u b l i c  m i g h t  t h u s  a s s u m e  t h a t  a s a n c t i o n e d  C P A  

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

p r o f i c i e n c y .  C e r t i f i c a t i o n  p r o t e c t s  t h e  p u b l i c  i n t e r e s t  a n d  r e q u i r e s  

t h e  S t a t e  to c l o s e l y  a d m i n i s t e r  t h a t  m i n i m u m  l e v e l  of e f f i c a c i o u s  

q u a l i f i c a t i o n s .  T h i s  a r g u m e n t  for g o v e r n m e n t  c e r t i f i c a t i o n  a n d  

r e g u l a t i o n  o f  p u b l i c  a c c o u n t a n t s  is the " P u b l i c  I n t e r e s t  

R a t i o n a l e .

O n e  m i g h t  e x p e c t  t h a t  the t e c h n i c a l l y  u n e d u c a t e d  g e n e r a l  p u b l i c  

w o u l d  h a v e  c l a m o r e d  for t h e  f i r s t  p u b l i c  a c c o u n t a n c y  laws. T h e  

p u b l i c  i n t e r e s t  r a t i o n a l e  for c e r t i f i c a t i o n  a n d  r e g u l a t i o n  i n v o l v e s  

g e n e r a l  p u b l i c  p r o t e c t i o n .  W e  m i g h t  e x p e c t  t h e  p u b l i c  to l o b b y  a n d  

e x e r t  p o l i t i c a l  p r e s s u r e  for t h a t  p r o t e c t i o n .  H o w e v e r ,  it w a s  t h e  

a c c o u n t i n g  p r o f e s s i o n  i t s e l f  w h i c h  i n i t i a l l y  f o u g h t  for 

c e r t i f i c a t i o n .  C e r t i f i c a t i o n  l i m i t s  t h e  n u m b e r  of n e w  e n t r a n t s  i n t o

lln e c o n o m i c s  t e r m i n o l o g y ,  a m a r k e t  f a i l u r e  e x i s t s ,  i.e. t h e  
c o n s u m e r  o f  a c c o u n t i n g  s e r v i c e s  is u n a b l e  to j u d g e  t h e  q u a l i t y  of 
t h o s e  s e r v i c e s .  "re of  the r.ocessary c o n d i t i o n s  for p u r e  m a r k e t  
c o m p e t i t i o n  ( t hat c o n s u m e r s  p o s s e s s  a h i g h  d e g r e e  o f  k n o w l e d a c  a b o u t  
the p r o d u c t  p u r c h a s e d )  is v i o l a t e d .  G o v e r n m e n t  i n t e r v e n t i o n  in the 
a c c o u n t i n g  m a r k e t p l a c e  is n e c e s s a r y  to r e m e d y  t h i s  a e f i c i e n c  .



e m p l o y m e n t  a s  p u b l i c  a c c o u n t a n t s  a n d  e n h a n c e s  a n  i n d i v i d u a l ' s  a n d  a 

p r o f e s s i o n ' s  s t a t u s  a n d  p r e s t i g e . -  H i s t o r i c a l l y  in t h e  U n i t e d  

S t a t e s ,  g o v e r n m e n t  r e g u l a t i o n  of the p r o f e s s i o n s  h a s  r e s u l t e d  f r o m  

t h e  p o l i t i c a l  a c t i v i t y  o f  t h e  g r o u p  to b e  r e g u l a t e d . 3

A t  t h e  t u r n  o f  t h e  t w e n t i e t h  c e n t u r y ,  p u b l i c  a c c o u n t a n c y  in the 

U n i t e d  S t a t e s  w a s  d o m i n a t e d  b y  B r i t i s h  A c c o u n t a n t s  w h o  w e r e  

d i s t i n g u i s h e d  b y  t h e i r  d e s i g n a t i o n  as C h a r t e r e d  A c c o u n t a n t s .  ( C A ) .

T h e  B r i t i s h  a c c o u n t i n g  j o u r n a l ,  T h e  A c c o u n t a n t  s t a t e d  in 1 8 9 6 ,  "we 

b e l i e v e  w e  a r e  u n d e r s t a t i n g  t h e  c a s e  w h e n  w e  s a y  t h a t  t h e  b u l k  of the 

m o s t  d e s i r a b l e  a c c o u n t a n c y  b u s i n e s s  in t h e  S t a t e s  is t r a n s a c t e d  by 

B r i t i s h  a c c o u n t a n t s . "  A m e r i c a n  c o u n t e r p a r t s  o f  t h e s e  B r i t i s h  

A c c o u n t a n t s  h a d  e s t a b l i s h e d  t h e  A m e r i c a n  A s s o c i a t i o n  o f  P u b l i c  

A c c o u n t a n t s  in 18 8 7  in a n  a t t e m p t  to r e s p o n d  to t h i s  B r i t i s h  

c h a l l e n g e .  A m o n g  t h e  i n i t i a l  a c t i o n s  of t h i s  g r o u p  w a s  p o l i t i c a l

2 S e e  f o r  e x a m p l e ,  T h e  S i g n i f i c a n c e  of O r g a n i z a t i o n  C o n f l i c t  o n

the. L e g i s l a t i v e  E v o l u t i o n  o f  t h e  A c c o u n t i n g  P r o f e s s i o n  in t h e  U n i t e d . 
S t a t e s . M y r o n  S a m u e l  L u b e l l ,  Arn:> Pre s s ,  1980 . O n  p a g e  22 L u b e l l  
s t a t e s ,  " B e n e f i t s  s u c h  a s  h i g h e r  i n c o m e ,  p r e s t i g e  a n d  a u t o n o m y  a c c r u e  
to m e m b e r s  o f  a n  o c c u p a t i o n a l  g r o u p  g e n e r a l l y  r e c o g n i z e d  a s  a 
p r o f e s s i o n .  A c c o r d i n g l y ,  m a n y  o c c u p a t i o n a l  g r o u p s  s e e k  to p u b l i c i z e  
t h e  c o m p l e x i t y  of t h e i r  c r a f t  a n d  the i m p o r t a n c e  o f  t h e i r  s e r v i c e s ,  
h o p i n g  to s e c u r e  r e c o g n i t i o n  as  a p r o f e s s i o n .  S u c h  g r o u p s  t y p i c a l l y  
s e e k  l e g i t i m i z a t i o n  of t h e i r  c l a i m  to p r o f e s s i o n a l  s t a t u s  t h r o u g h  
l i c e n s i n g ,  c e r t i f i c a t i o n ,  or  o t h e r  f o r m s  of  l e g a l  r e c o g n i t i o n .

3 S e e  T h e  T y r a n n y  o f  t h e  E x p e r t s , J e t h r o  K. L i b e r m a n ,  W a l k e r  
P u b l i s h i n g  C o m p a n y ,  Inc., 1 9 7 0 .  On p a g e  15 L i b e r m a n  s t a t e s ,  " T h e  
b u l k  of e x i s t i n g  p r o f e s s i o n a l  l i c e n s i n g  l a w s  w a s  p a s s e d  a t  the 
b e h e s t  of  t h e  p r o f e s s i o n a l  g r o u p s ;  a l m o s t  i n v a r i a b l y  t h e s e  g r o u p s  
h a v e  b e e n  g i v e n  a s h a r e  of t h e  r e g u l a t o r y  p o w e r .  A t  a s e s s i o n  o f  the 
W i s c o n s i n  l e g i s l a t u r e  s o m e  two d e c a d e s  a g o ,  c a t e r e r s ,  c a n o p y  a n d  
a w n i n g  i n s t a l l e r s ,  c i d e r  m a k e r s ,  c o a l  d e a l e r s ,  d a n c i n g  s c h o o l  
i n s t r u c t o r s ,  e g g  b r e a k e r s ,  f r o g  d e a l e r s ,  l a b o r  o r g a n i z e r s ,  m e a t  
c u t t e r s ,  m u s i c  t e a c h e r s ,  a n d  b e e r  coil c l e a n e r s  t r i e d  u n s u c c e s s f u l l y  
to g e t  t h e m s e l v e s  r e g u l a t e d .  T h i s  s a m e  s t a t e  in 1 9 3 9  d i d  e n a c t  
l e g i s l a t i o n  r e q u i r i n g  e x a m i n a t i o n  tor h o u s e  p a i n t e r s ;  o n  t h e  s t r e n g t h  
of t h i s  law, f r i e n d l y  c i t i z e n s  w h o  h e l p e d  r e l a t i v e s  a n d  n e i g h b o r s  
p a i n t  t h e i r  h o u s e s  w e r e  a r r e s t e d  a n d  f i n e d  for f a i l u r e  to p o s s e s s  the 
r e q u i s i t e  l i c e n s e . "  F o r t u n a t e l y ,  for f r i e n d l y  n e i g h b o r s ,  b u t  p e r h a p s  
n o t  for c e r t i f i e d  p a i n t e r s ,  t h e  l a w  w a s  l a t e r  d e c l a r e d  
u n c o n s t i t u t i o n a l .  A c c o u n t a n t s  h a v e  b e e n  m o r e  s u c c e s s f u l  t h a n  
p a i n t e r s  in p r o v i n g  to t h e  J u d i c i a r y  the c o m p e l l i n g  p u b l i c  i n t e r e s t  
b e n e f i t  in t h e i r  b e i n g  r e g u l a t e d .  So h a v e  p h y s i c i a n s ,  a t t o r n e y s ,  
b a r b e r s ,  a n d  r e a l t o r s .



a c t i v i t y  i n  s u p p o r t  of c e r t i f i c a t i o n  a n d  in 1906 t h e  N e w  Y o r k  

l e g i s l a t u r e  e n a c t e d  the f i r s t  p u b l i c  a c c o u n t a n c y  s t a t u t e  in  t h e  

U n i t e d  S t a t e s .  O t h e r  s t a t e s  q u i c k l y  f o l l o w e d  t h e  N e w  Y o r k  l e a d  w i t h  

th e  d r i v e  f o r  c e r t i f i c a t i o n  t y p i c a l l y  s p e a r h e a d e d  b y  t h e  a c c o u n t i n g  

p r o f e s s i o n  w i t h i n  t h e  v a r i o u s  s t a t e s . 4 T h r o u g h  l e g i s l a t i o n ,  

a c c o u n t a n t s  w h o  w e r e  a b l e  to q u a l i f y ,  a c h i e v e d  l e g a l ,  p u b l i c  

r e c o g n i t i o n  o f  a p r o f e s s i o n a l  t i t l e .

T h e s e  e a r l y  s t a t u t e s  w e r e  of a p e r m i s s i v e  n a t u r e ,  i . e . ,  the 

s t a t u t e s  r e s t r i c t e d  u s e  of t h e  t i t l e  CPA, b u t  d i d  n o t  r e s e r v e  a n y  

p a r t i c u l a r  a c c o u n t i n g  s e r v i c e  s t r i c t l y  f o r  the CPA. L a t e r ,  s t a t u t e s  

( b e g i n n i n g  in t h e  m i d - 2 0 's) w e r e  g e n e r a l l y  of a r e s t r i c t i v e  n a t u r e ,  

i.e., r e s t r i c t e d  to C P A s  t h e  r i g h t  to e x p r e s s  an o p i n i o n  o n  f i n a n c i a l  

s t a t e m e n t s .  T h i s  is t h e  s o - c a l l e d  a t t e s t  f u n c t i o n  of  p u b l i c  

a c c o u n t i n g .  T h e s e  s t a t u t e s  r e s t r i c t e d  f o r  t h e  C P A  a t i t l e  a n d  

e x c l u s i v e  r i g h t  to p e r f o r m  c e r t a i n  t y p e s  o f  s e r v i c e s .  By l i m i t a t i o n  

o f  r i g h t s  o f  o t h e r s  to e n g a g e  in s u c h  s e r v i c e s  t h e  C P A  r e a p s  t h e  

i n c r e a s e d  r e w a r d s  d u e  t h e  s u p p l i e r  of a s c a r c e  c o m m o d i t y  in a

r e s t r i c t e d  e c o n o m y . 5 T h i s  is k n o w n  as t h e  s e l f - i n t e r e s t  r a t i o n a l e

4 S e e  T h e  R i s e  of t h e  A c c o u n t i n g P r o f e s s i o n ;  F r o m  T e c h n i c i a n  to 
P r o f e s s i o n a l  .1896-1936 . v o l . 1 , J o h n  L. C a r e y ,  A I C P A ,  1 9 6 9  f o r  an 
i n - d e p t h  d i s c u s s i o n  of the B r i t i s h  i n f l u e n c e  on  a c c o u n t i n g  in the 
U n i t e d  S t a t e s  a n d  t h e  e a r l y  a c c o u n t i n g  s t a t u t e s  of the v a r i o u s  
s t a t e s .

5 "We h a v e  s e e n  t h a t  t h e  e n t r y  of  n e w  m e m b e r s  in t o  an  o c c u p a t i o n a l  
g r o u p  w i l l  g e n e r a l l y  h a v e  t h e  e f f e c t  of l o w e r i n g  t h e  a v e r a g e  
r e n u m e r a t i o n  of  all the m e m b e r s  of the g r o u p .  T h i s  is no
d o u ^ t  w h y  a l l  p r o f e s s i o n s  a n d  t r a d e s ,  at a l l  ti m e s ,  f e e l  t h e m s e l v e s  
to be o v e r c r o w d e d :  it is b e c a u s e  if m o r e  p e o p l e  c o m e  i n t o  them, t h o s e  
a l r e a d y  e s t a b l i s h e d  w i l l  p r o b a b l y  be w o r s e  off. W h a t  is m o r e  
n a t u r a l ,  t h e r e f o r e ,  t h a n  to f i n d  that t h o s e  w h o  a l r e a d y  e n j o y  the 
b e n e f i t s  of  a f a v o r e d  o c c u p a t i o n  se e k  to p r e s e r v e  t h o s e  s u p e r i o r  
a d v a n t a g e s  f o r  t h e m s e l v e s  by m a k i n g  it m o r e  d i f f i c u l t  f o r  o t h e r  
p e o p l e  to e n t e r  the o c c u p a t i o n ?  So t r a d e  u n i o n s  of t h e  c r a f t  t y p e  
s e e k  to p r e v e n t  the e n t r y  of too m a n y  p e o p l e  in t o  the c r a f t  by 
i m p o s i n g  a r d u o u s  a n d  o f t e n  u n n e c e s s a r y  a p p r e n t i c e s h i p  c o n d i t i o n s  or 
b y  d e m a n d i n g  h i g h  m e m b e r s h i p  f e e s .  P r o f e s s i o n a l  a s s o c i a t i o n s ,  u n d e r  
t h e  r e s p e c t a b l e  g u i s e  of e s t a b l i s h i n g  " s t a n d a r d s , "  f r e q u e n t l y  i m p o s e  
a l o n g  and c o s t l y  r i t u a l  of e d u c a t i o n  a n d  p r e p a r a t i o n  u p o n  the 
n e o p h y t e . "  K e n n e t h  E. B o u l d i n g ,  E c o n o m i c  A n a l y s i s V o l u m e  1 
M i c r o e c o n o m i c s . H a r p e r  a n d  Row, 1966.

5



C e r t i f i c a t i o n  q u a l i f i c a t i o n s  r e s u l t  f r ^ m  b o t h  r a t i o n a l e s  o f  

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

q u a l i f i c a t i o n s  f o r  c e r t i r i c a t i o n  a r e  n e c e s s a r y  to i n s u r e  t h e  

p r o f e s s i o n a l  l e v e l  of t e c h n i c a l  k n o w l e d g e  a n d  p r o f i c i e n c y .  U n d e r  the 

s e l f - i n t e r e s t  r a t i o n a l e ,  q u a l i f i c a t i o n s  l i m i t  a c c e s s  o f  p o t e n t i a l  

c o m p e t i t o r s  to t h e  a c c o u n t i n g  m a r k e t p l a c e .  C P A s  a c c e p t  arid e v e n  

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

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

s e r v i c e .  T r a d i t i o n a l l y  in t h e  U n i t e d  S t a t e s ,  r e g u l a t i o n s  n a v e  

e v o l v e d  w h i c h  r e q u i r e  p a s s i n g  a p r o f e s s i o n a l  e x a m i n a t i o n ,  c o m p l e t i n g  

a d e s i g n a t e d  l e v e l  o f  e d u c a t i o n  a n d  a t t a i n i n g  a d e s i g n a t e d  l e v e l  of 

w o r k  e x p e r i e n c e .

T h e  s p e c i f i c  t e c h n i c a l  k n o w l e d g e  d e s i r e d  o f  a C P A  c a n  o n l y  be 

a t t a i n e d  a f t e r  a p e r i o d  o f  f o r m a l  e d u c a t i o n .  H e n c e ,  w e  h a v e  a n  

E d u c a t i o n  r e q u i r e m e n t .

A p o t e n t i a l  C P A  m u s t  p r o v e  p o s s e s s i o n  o f  t h a t  l e v e l  o f  t e c h n i c a l  

k n o w l e d g e .  H e n c e ,  w e  h a v e  a n  E x a m i n a t i o n  r e q u i r e m e n t .

T e c h n i c a l  p r o f i c i e n c y  r e q u i r e s  a l e v e l  of p r o f e s s i o n a l  

j u d g m e n t .  T h a t  j u d g m e n t  is o n l y  a c q u i r e d  a f t e r  a p e r i o d  of 

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

s e r v i c e  is p e r f o r m e d  a n d  o n l y  a f t e r  the p o t e n t i a l  C P A  p a r t i c i p a t e s  as 

an a p p r e n t i c e  in t h e  a c t u a l  p e r f o r m a n c e  of t h e  r e s t r i c t e d  s e r v i c e .  

H e n c e ,  w e  h a v e  an  E x p e r i e n c e  R e q u i r e m e n t .

In t h e  r e m a i n d e r  of t h e  p a p e r ,  the s p e c i f i c  q u a l i f c a t i o n  

r e q u i r e m e n t s  w i l l  be d i s c u s s e d .  T h e s e  two r a t i o n a l e s  for g o v e r n m e n t  

i n v o l v e m e n t  s h o u l d  be c o n s i d e r e d  as the s p e c i f i c  r e q u i r e m e n t s  a r e  

e x a m i n e d .  A n y  d i s c u s s i o n  of  the e x p e r i e n c e  r e q u i r e m e n t  m u s t  

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

for r e g u l a t i o n .



p r e s e n t  a n d  p r o p o s e d  e d u c a t i o n  a n d  e x a m i n a t i o n  r e q u i r e m e n t s  b e f o r e  

m o v i n g  to a m e r e  e x t e n s i v e  d i s c u s s i o n  of  the e x p e r i e n c e  r e q u i r e m e n t .  

E d u c a t i o n  R e c u i r e m e n t

A  p o s t b a c c a l a u r e a t e  e d u c a t i o n  r e q u i r e m e n t  is t h e  o f f i c i a l  

p o l i c y  o f  t h e  A m e r i c a n  I n s t i t u t e  of  C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

(AICPA) 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  of  S t a t e  B o a r d s  o f  A c c o u n t a n c y  

(NA S B A )  o6 T h i s  p o l i c y  p o s i t i o n  w a s  a d o p t e d  b y  t h e  A I C P A  in 1 9 6 9  

b u t  i m p l e m e n t a t i o n  t h r o u g h  l e g i s l a t i o n  h a s  b e e n  s l o w . 7 O n l y  

F l o r i d a  c u r r e n t l y  r e q u i r e s  e d u c a t i o n  b e y o n d  t h e  b a c c a l a u r e a t e  

l e v e l . 8 H a w a i i  h a s  a n  e d u c a t i o n  r e q u i r e m e n t  of t h i r t y  s e m e s t e r  

h o u r s  b e y o n d  t h e  b a c c a l a u r e a t e  lev e l ,  b u t  in 1983 t h a t  r e q u i r e m e n t

6 in D e c e m b e r ,1983, the S p e c i a l  C o m m i t t e e  o n  M o d e l  A c c o u n t a n c y  
B i l l  (a j o i n t  A I C P A / N A S B A  c o m m i t t e e )  i s s u e d  for c o m m e n t  a p r o p o s e d  
M o d e l  A c c o u n t a n c y  B i l l .  T h i s  d ' a f t  b i l l  w a s  p t e p a r e d  w i t h  a v i e w  to 
m e r g i n g  t h e  A I C P A ' s  1 9 8 1  M o d e l  B i l l  a n d  N A S B A ' s  1 9 8 0  M o d e l  B i l l  " i n t o  
a b i l l  w h i c h  w o u l d  o f f e r  in a s i n g l e  h a r m o n i z e d  f o r m  the s u b s t a n t i v e
p r o v i s i o n s  of b o t h  t h o s e  l e g i s l a t i v e  m o d e l s  o n  w h i c h  the s p o n s o r i n g
o r g a n i z a t i o n s  a g r e e ,  a n d  s e t  f o r t h  in o p i n i o n a l  f o r m  the s u b s t a n t i v e
p r o v i s i o n s  o n  w h i c h  t h e y  d i f f e r . "  ( i n t r o d u c t i o n  to M o d e l  B i l l
q u o t e d ) .  T h e  j o i n t  b i l 1 c a l l s  f o r  a b a c c a l a u r e a t e  d e g r e e  w i t h  
a c c o u n t i n g  c o n c e n t r a t i o n  p l u s  t h i r t y  s e m e s t e r  h o u r s  o f  a d d i t i o n a l  
s t u d y .  T h i s  is g e n e r a l l y  r e f e r r e d  to as  the 5 y e a r  e d u c a t i o n  
r e q u i r e m e n t .

A l t h o u g h  the j o i n t  c o m m i t t e e  a g r e e d  (as w i t h  e d u c a t i o n )  on m o s t  
p r o v i s i o n s  o f  the j o i n t  b i l l ,  t h e r e  w a s  s o m e  d i s a g r e e m e n t .  S e e  n o t e s  
13 a n d  20 for d i s c u s s i o n  c f  o p t i o n a l  p r o v i s i o n s  o f  the j o i n t  b i l l  
w h i c h  r e s u l t e d  f r o m  t h o s e  d i s a g r e e m e n t s .

7 T h e  f i v e - y e a r  e d u c a t i o n  p o l i c y  w a s  a d o p t e d  by the A I C P A  w i t h  the 
i s s u a n c e  of  t h e  " R e p o r t  of the C o m m i t t e e  on E d u c a t i o n  a n d  E x p e r i e n c e  
R e q u i r e m e n t s  for C P A s " .  (The B e a m e r  C o m m i t t e e ) .  T h a t  19 6 9  r e p o r t  
t a r g e t e d  t h e  y e a r  19 7 5  as t h e  d a t e  for a d o p t i o n  o f  t h e  f i v e - y e a r  
r e q u i  r e m e n t .

A n n e c d o t a l  e v i d e n c e  a p p e a r s  to i n d i c a t e  t h a t  the a d d i t i o n a l  
e d u c a t i o n  r e q u i r e m e n t  h a s  r e s t r i c t e d  the s u p p l y  of e n t r y  l e v e l  
a c c o u n t a n t s  in F l o r i d a .  S e v e r a l  s t u d e n t s  a r e  s c h e d u l e d  to g r a d u a t e  
f r o m  t h e  U n i v e r s i t y  of A l a s k a - F a i r b a n k s  t h i s  s p r i n g  w i t h  
" M B A - C o n c e n t r a t i o n  in A c c o u n t i n g "  d e g r e e s .  D u r i n g  the fall 
r e c r u i t i n g  s e a s o n ,  o n e  of t h e s e  s t u d e n t s  w a s  net o f f e r e d  a p o s i t i o n  
in the A l a s k a n  o f f i c e  of a p a r t i c u l a r  n a t i o n a l  C P A  firm. R a t h e r ,  the 
s t u d e n t  w a s  a s k e d  if r e l o c a t i o n  to F l o r i d a  w a s  a p o s s i b i l i t y .  
F l o r i d a ' s  p o s t b a c c a l a u r e a t e  e d u c a t i o n  r e q u i r e m e n t  b e c a m e  e f f e c t i v e  in 
1983 .



w a s  r e v i s e d  to a l l o w  a n  a p p l i c a n t  t h e  o p t i o n  of  r e p l a c i n g  t h e  

a d d i t i o n a l  e d u c a t i o n  w i t h  an a d d i t i o n a l  t h i r t y  m o n t h s  o f  p r o f e s s i o n a l  

e x p e r i e n c e  ir. a p u b l i c  a c c o u n t i n g  p r a c t i c e .  U t a h  h a s  e n a c t e d  a 

p o s t b a c c a l a u r e a t e  r e q u i r e m e n t  w h i c h  b e c o m e s  e f f e c t i v e  in 1 9 8 6 .

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

w i t h  e d u c a t i o n  b e y o n d  t h e  b a c c a l a u r e a t e  l e v e l .

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

r e q u i r e m e n t ,  an A I C P A / N A S B A  j o i n t  " C o m m i s s i o n  on P r o f e s s i o n a l  

A c c o u n t i n g  E d u c a t i o n "  r e a f f i r m e d  t h e  p o s t b a c c a l a u r e a t e  p o s i t i o n  in 

J u l y  1 983. A v i g o r o u s  p o l i t i c a l  a c t i o n  c a m p a i g n  is b e i n g  p r e s e n t l y  

m o u n t e d  to i m p l e m e n t  t h i s  i n c r e a s e d  e d u c a t i o n  r e q u i r e m e n t  t h r o u g h  

l e g i s l a t i o n  in a d d i t i o n a l  s t a t e s .

T h e  A l a s k a n  s t a t u t e  d o e s  n o t  r e q u i r e  e v e n  a b a c c a l a u r e a t e  

d e g r e e .  U n d e r  p r e s e n t  l a w  t h e  e d u c a t i o n  r e q u i r e m e n t  is t w o  y e a r s  of 

s t u d y  a t  a r e c o g n i z e d  c o l l e g e  or u n i v e r s i t y  or g r a d u a t i o n  f r o m  a 

r e c o g n i z e d  c o m m u n i t y  or j u n i o r  c o l l e g e .  W h i l e  n o t  r e q u i r e d ,  a 

b a c c a l a u r e a t e  d e g r e e  d o e s  r e d u c e  A l a s k a ' s  e x p e r i e n c e  r e q u i r e m e n t .  

S e n a t e  B i l l  3 1 8  w o u l d  r e q u i r e  a b a c c a l a u r e a t e  d e g r e e  or its 

e q u i v a l e n t  c o n f e r r e d  by a c o l l e g e  or u n i v e r s i t y  a c c e p t a b l e  to the 

S t a t e  B o a r d  of A c c o u n t a n c y .

O n e  m i g h t  a r g u e  th a t  t h i s  is a s u b s t a n t i a l  c h a n g e  w h i c h  

s e r i o u s l y  r e s t r i c t s  e n t r y  in t o  the a c c o u n t i n g  p r o f e s s i o n .  H o w e v e r ,  

the r e q u i r e m e n t  of a f o u r  y e a r  d e g r e e  d o e s  n o t  a p p e a r  to be a 

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

r u l e s  of  G A A P  a n d  G A A S  h a v e  e x p a n d e d  in r e c e n t  y e a r s , ^ t h e

- O n e  m i g h t  e x a m i n e  the p r o l i f e r a t i o n  of  n e w  a u t h o r i t a t i v e  
s t a n d a r d s  to u n d e r s t a n d  the i n c r e a s e  in t h e  t e c h n i c a l  a c c o u n t i n g  a n d  
a u d i t i n g  b o d y  of k n o w l e d g e .  P r i o r  to 1970 t h e r e  w e r e  15 A P B  O p i n i o n s  
a n d  41 S t a t e m e n t s  o n  A u d i t i n g  P r o c e d u r e .  B e t w e e n  19 7 0  a n d  D e c e m b e r ,  
1 9 8 3 ,  16 n e w  A P B  o p i n i o n s ,  76 F A S B  s t a n d a r d s ,  13 n e w  S t a t e m e n t s  o n  
A u d i t i n g  P r o c e d u r e s ,  a n d  47 S t a t e m e n t s  on A u d i t i n g  S t a n d a r d s  w e r e  
i s s u e d  by v a r i o u s  a u t h o r i t a t i v e  b o d i e s .



a c c o u n t i n g  p r o f e s s i o n  h a s  g e n e r a l l y  r e c o g n i z e d  t h e  n e e d  f o r  a 

b a c c a l a u r e a t e  e d u c a t i o n  to i n s u r e  s i g n i f i c a n t  e x p o s u r e  to t h e  

a c c o u n t i n g  a n d  a u d i t i n g  b o d y  o f t e c h n i c a l  k n o w l e d g e .  O n l y  f o u r t e e n  

a c c o u n t i n g  j u r i s d i c t i o n s  do  n o t  c u r r e n t l y  r e q u i r e  a t  l e a s t  a 

b a c c a l a u r e a t e  e d u c a t i o n . 10 A d d i t i o n a l l y ,  it is g e n e r a l l y  

r e c o g n i z e d  t h a t  a b a c c a l a u r e a t e  e d u c a t i o n  is n e c e s s a r y  if an 

a p p l i c a n t  is to h a v e  a r e a l i s t i c  o p p o r t u n i t y  o f  s u c c e s s f u l l y  p a s s i n g  

th e  C P A  e x am . T h i s  c h a n g e d  e d u c a t i o n  r e q u i r e m e n t  w i l l  b r i n g  A l a s k a  

m o r e  c l o s e l y  i n t o  c o n f o r m i t y  w i t h  e x i s t i n g  l e g i s l a t i o n  in o t h e r  

s t a t e s .  P e r h a p s  t h e  p r i n c i p a l  q u e s t i o n  r e g a r d i n g  t h e  e d u c a t i o n  

r e q u i r e m e n t  is w h e t h e r  S e n a t e  B i l l  3 1 8  g o e s  far  e n o u g h  in 

s t r e n g t h e n i n g  t h e  r e q u i r e m e n t .

As  d i s c u s s e d ,  b o t h  t h e  A I C P A  a n d  N A S B A  f a v o r  a n  e d u c a t i o n  

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

m i g h t  be c o n s i d e r i n g  an  e d u c a t i o n  r e q u i r e m e n t  o f o n e  y e a r  of 

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

S u c h  c o n s i d e r a t i o n  is p r o b a b l y  p r e m a t u r e  p r e s e n t l y  s i n c e  no 

i n s t i t u t i o n  of h i g h e r  e d u c a t i o n  in A l a s k a  c u r r e n t l y  h a s  a f i v e  y e a r  

A c c o u n t i n g  p r o g r a m .

T h e  f o u r t e e n  j u r i s d i c t i o n s  a r e  C a l i f o r n i a ,  D e l a w a r e ,  I ow a,  
M i n n e s o t a ,  N e w  Y o r k ,  N o r t h  C a r o l i n a ,  N o r t h  D a k o t a ,  O k l a h o m a ,
O r e g o n ,  P u e r t o  R i c o,  T e x a s ,  V e r m o n t ,  V i r g i n  I s l a n d s ,  a n d  A l a s k a .
In s o m e  of t h e s e  j u r i s d i c t i o n s  a d e g r e e  is r e q u i r e d  u n l e s s  an 
a p p l i c a n t  f u l f i l l s  a n  a l m o s t  p r o h i b i t i v e  e x p e r i e n c e  r e q u i r e m e n t .
For e x a m p l e ,  N e w  Y o r k  w i l l  s u b s t i t u t e  15 y e a r s  of  p u b l i c  
a c c o u n t a n c y  e x p e r i e n c e  for  the b a c c a l a u r e a t e  d e g r e e .  T h e  
r e m a i n i n g  f o r t y  j u r i s d i c t i o n s  r e q u i r e  a b a c c a l a u r e a t e  d e g r e e  
( e x c e p t  for I l l i n o i s  a n d  N e w  H a m p s h i r e  w h i c h  r e q u i r e  f o u r  y e a r s  
of c o l l e g e  e d u c a t i o n  b u t  no s p e c i f i c  d e g r e e ) ; h o w e v e r ,  in s o m e  
s t a t e s  the B o a r d  of A c c o u n t a n c y  h a s  t h e  a u t h o r i t y  to w a i v e  the  
b a c c a l a u r e a t e  r e q u i r e m e n t  if an e d u c a t i o n a l  e q u i v a l e n c y  c a n  be 
v e r i f i e d  by  s u c c e s s f u l  c o m p l e t i o n  of a B o a r d  A d m i n i s t e r e d  
e x a m i n a t i o n .



A l l  s c a t s s  r e q u i a  p c c e n t i a l  C I A  to p a s s  th e  U n i f o r m  C e r t i f i e d  

P u b l i c  A c c o u n t a n t s  E x a m i n a t i o n  a d m i n i s t e r e d  b y  th e  A I C P A .  T h e  19 1/2  

h o u r  e x a m i n a t i o n  i n c l u d e s  f o u r  s e c t i o n s ;  (1) A u d i t i n g  (3 1/2 h o u r s ) ,

(2) B u s i n e s s  L a w  (3 1/2 h o u r s ) ,  (3) A c c o u n t i n g  T h e o r y  (3 1/2 h o u r s ) ,  

a n d  (4) A c c o u n t i n g  P r a c t i c e  (9 h o u r s ) .  A l a s k a  c u r r e n t l y  h a s  s u c h  a 

r e q u i r e m e n t  a n d  no  c h a n g e  is p r o p o s e d  in S e n a t e  B i l l  3 18 . S t a t e s  d o  

n o t  a l w a y s  a g r e e  o n  w h a t  c o n s t i t u t e  a p a s s i n g  g r a d e  o n  t h e  C P A  e x a m .  

A l l  s t a t e s  r e q u i r e  a g r a d e  of  75  on e a c h  of t h e f o u r  s e c t i o n s  o f  the  

e x a m ,  b u t  s t a t e s  d i f f e r  on w h a t  c o n s t i t u t e s  a " c o n d i t i o n a l  p a s s . "  A  

c o n d i t i o n a l  p a s s  a l l o w s  a n e x a m i n e e  to c a r r y  f o r w a r d  p a s s i n g  g r a d e s  

o n  c e r t a i n  s e c t i o n ( s )  to f u t u r e  e x a m i n a t i o n s .  T h u s ,  if th e e x a m i n e e  

p a s s e s  s o m e  s e c t i o n s  b u t  n o t  o t h e r s ,  the p a s s e d  s e c t i o n ( s )  d o  n o t  

h a v e  to b e  s u b s e q u e n t l y  r e t a k e n .  T h e  s t a t e s  h a v e  d i f f e r e n t  r u l e s  o n  

h o w  m a n y  p a s s e d  s e c t i o n s  a r e  r e q u i r e d  for  a c o n d i t i o n a l  p a s s  a n d  on 

h o w  t h e  c o n d i t i o n a l  p a s s  is c a r r i e d  f o r w a r d  to f u t u r e  e x a m i n a t i o n s .  

S t a t e s  a l s o  d i f f e r  on  w h e t h e r  a n  e t h i c s  e x a m i n a t i o n  m u s t  be  p a s s e d  b y  

a p p l i c a n t s .

S e n a t e  B i l l  3 1 8  ( l i k e  t h e  p r e s e n t  s t a t u t e )  r e q u i r e s  a p a s s i n g  

g r a d e  of 7 5  o n e a c h  s e c t i o n  of  the  U n i f o r m  C P A  e x a m .  T h e  A l a s k a  

c o n d i t i o n a l  p a s s  r u l e  is a l s o  n o t  a m e n d e d  by  t h e  p r o p o s e d  

l e g i s l a t i o n .  S e c t i o n  0 8 . 0 4 . 1 6 0  of th e  A l a s k a  P u b l i c  A c c o u n t a n c y  

S t a t u t e  s t a t e s ,  "An a p p l i c a n t  w h o  r e c e i v e s  a p a s s i n g  g r a d e  in 

a c c o u n t i n g  p r a c t i c e  or in a t  l e a s t  t w o  of t h e  o t h e r  s u b j e c t s  h a s  the  

r i g h t  to be  r e - e x a m i n e d  in o n l y  the  r e m a i n i n g  s u b j e c t s  a t  s u c c e e d i n g  

e x a m i n a t i o n s  w i t h i n  f i v e  y e a r s  a f t e r  t h e f i r s t  e x a m i n a t i o n ,  if th e  

a p p l i c a n t  t a k e s  a n e x a m i n a t i o n  in th e r e m a i n i n g  s u b j e c t s  a t  l e a s t

E x a m i n a t i o n  R e q u i r e m e nt



o n c e  e a c h  c a l e n d a r  y e a r  u n l e s s  e x c u s e d  by the B o a r d  fo r g o o d  c a u s e .  

A n  a p p l i c a n t  w h o  r e c e i v e s  a p a s s i n g  g r a d e  in th e  r e m a i n i n g  s u b j e c t s  

h a s  p a s s e d  t h e  e n t i r e  e x a m i n a t i o n . *

T h e r e  is o n e  m i n o r  c h a n g e  i n e x a m i n a t i o n  r e q u i r e m e n t s  in t h e  

p r o p o s e d  l e g i s l a t i o n .  C u r r e n t l y ,  A l a s k a n  a p p l i c a n t s  a r e  r e q u i r e d  to 

p a s s  an  e t h i c s  e x a m i n a t i o n  a d m i n i s t e r e d  b y  th e  A I C P A  b u t  th e  

r e q u i r e m e n t  is b y  S t a t e  B o a r d  r e g u l a t i o n  r a t h e r  t h a n  t h r o u g h  

l e g i s l a t i o n .  S e n a t e  B i l l  3 1 8  w o u l d  r e q u i r e  t h e  e t h i c s  e x a m i n a t i o n  

t h r o u g h  l e g i s l a t i o n .  S e c t i o n  0 8 . 0 4 . 1 0 0  of t h e  A l a s k a  P u b l i c  

A c c o u n t a n c y  A c t  w o u l d  b e a m e n d e d  to r e q u i r e  t h e  a p p l i c a n t  to h av e,  

" p a s s e d  in t h i s  or a n o t h e r  s t a t e  th e e t h i c s  e x a m i n a t i o n  a d m i n i s t e r e d  

by t h e  A I C P A . "

T h u s ,  th e  p r o p o s e d  l e g i s l a t i o n  m a k e s  o n l y  m i n o r  c h a n g e s  to t h e 

e x a m i n a t i o n  r e q u i r e m e n t ,  a n d  t h o u g h  t h e  e d u c a t i o n  r e q u i r e m e n t  c h a n g e  

is s u b s t a n t i a l  it d o e s  n o t  a p p e a r  to be p a r t i c u l a r l y  c o n t r o v e r s i a l .  

T h e  m a j o r  c h a n g e  p r o p o s e d  is to th r i e n c e  r e q u i r e m e n t .  T h a t

c h a n g e  is d i s c u s s e d  in t he  n e x t  s e c  _>f t h i s  p a p e r .

E x p e r i e n c e  R e q u i r e m e n t

A c c o u n t i n g  w o r k  e x p e r i e n c e  h a s  b e e n  t r a d i t i o n a l l y  r e q u i r e d  of 

p o t e n t i a l  C P A s .  S u c h  e x p e r i e n c e ,  w h e n  c o m b i n e d  w i t h  t e c h n i c a l  

e d u c a t i o n ,  w i l l  e n a b l e  t h e  a c c o u n t a n t  to d e v e l o p  p r o f e s s i o n a l  

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

i n g r e d i e n t  o f t h e  e x p e c t e d  l e v e l  of t e c h n i c a l  k n o w l e d g e  a n d  

p r o f i c i e n c y  w h i c h  t h e p u b l i c  a s s u m e s  o f  a CPA. S i n c e  the o n l y



r e s t r i c t e d  s e r v i c e  o f  t h e  C P A  is t h e  e x p r e s s i o n  o f  a n  o p i n i o n  on

f i n a n c i a l  s t a t e m e n t s ,  the  n e c e s s a r y  e x p e r i e n c e  s h o u l d  be  r e l a t e d

to t h e  e x p r e s s i o n  of  s u c h  o p i n i o n .  O n l y  C P A s  ir. p u b l i c  p r a c t i c e  

e x p r e s s  o p i n i o n s  o n  f i n a n c i a l  s t a t e m e n t s .  A c c o r d i n g l y ,  m o s t  

a c c o u n t i n g  j u r i s d i c t i o n s  h i s t o r i c a l l y  r e q u i r e d  a p e r i o d  o f  e m p l o y m e n t  

w i t h  a p u b l i c  a c c o u n t i n g  f i r m  ( u s u a l l y  t w o  y e a r s )  to m e e t  l e g i s l a t e d  

e x p e r i e n c e  r e q u i r e m e n t s .

C h a l l e n g e s  to t h e  e x p e r i e n c e  r e q u i r e m e n t  h a v e  b e e n  n u m e r o u s  

t h r o u g h o u t  t h e  h i s t o r y  of p u b l i c  a c c o u n t a n c y  l a w s  a n d  e s p e c i a l l y  

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

a c c o u n t i n g  e x p e r i e n c e  r e q u i r e m e n t  r e s t r a i n s  e n t r y  i n t o  t h e  a c c o u n t i n g  

p r o f e s s i o n  a n d  p r o v i d e s  p r e s e n t  C P A  f i r m s  w i t h  a c a p t i v e  l a b o r  p o o l ,  

i.e., r e c e n t  a c c o u n t i n g  g r a d u a t e s  w h o  d e s i r e  to be  c e r t i f i e d .  

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

of t e c h n i c a l  p r o f i c i e n c y  a r e  a t h o r o u g h  k n o w l e d g e  of  G A A P  a n d  G A A S .  

T h e y  a r g u  .-.\t s u c h  k n o w l e d g e  is g a i n e d  t h r o u g h  e d u c a t i o n ,  not  

e x p e r i e n c  . F i n a l l y ,  t h e y  a r g u e  t h a t  th e v a l u e  of a s h o r t  p e r i o d  of

T h e  r e s t r i c t e d  s e r v i c e  is no t  q u i t e  so e a s i l y  d e f i n e d ,  a n d  is a 
c o n t e n t i o u s  i s s u e  in s e v e r a l  s t a t e s .  C P A ' s  e x p r e s s  e i t h e r  a 
C o m p i l a t i o n ,  R e v i e w ,  or A u d i t  R e p o r t  at  the c o n c l u s i o n  o f a n  
e n g a g e m e n t  in w h i c h  t h e r e  is an a s s o c i a t i o n  w i t h  f i n a n c i a l  
s t a t e m e n t s .  A n  a u d i t  r e p o r t  e x p r e s s e s  an o p i n i o n  o n f i n a n c i a l  
s t a t e m e n t s ;  a r e v i e w  r e p o r t  d i s c l a i m s  a n o p i n i o n ,  b u t  g i v e s  s o m e  
d e g r e e  of  l i m i t e d  a s s u r a n c e ;  a n d  a c o m p i l a t i o n  r e p o r t  d i s c l a i m s  an  
o p i n i o n  w i t h  no d e y r e e  of  a s s u r a n c e .  T h e  q u e s t i o n  is w h e t h e r  all  
t h r e e  t y p e s  of r e p o r t  e n g a g e m e n t s  a r e  r e s t r i c t e d  to C P A s .  In s e v e r a l  
s t a t e s ,  u n l i c e n s e d  p u b l i c  a c c o u n t a n t s  h a v e  a r g u e d  t h a t  t h e y  s h o u l d  be 
a l l o w e d  to d i s c l a i m  an o p i n i o n  by  i s s u i n g  a r e v i e w  or c o m p i l a t i o n
r e p o r t .  P r o p o s e d  S e n a t e  B i l l  31 8  m a k e s  a s i g n i f i c a n t  c h a n g e  in
A l a s k a ' s  l a w  in t h i s  r e g a r d .  T h e  c u r r e n t  a c c o u n t a n c y  s t a t u t e  is n o t
s p e c i f i c  a b o u t  th e e x a c t  t y p e s  of r e p o r t s  r e s t r i c t e d  to th e  CP A.
Linder the p r o p o s e d  r e v i s i o n ,  s e c t i o n  0 8 . 0 4 . 5 6 0  is a m e n d e d  to s t a t e ,
"A p e r s o n  m a y  n o t  s ig n,  a f f i x ,  or a s s o c i a t e  a n a m e . . . t o  a r e p o r t  
e x p r e s s i n g  or d i s c l a i m i n g  a n o p i n i o n  on a f i n a n c i a l  s t a t e m e n t  b a s e d  
on an  a u d i t  or e x a m i n a t i o n  of  t h e  s t a t e m e n t ,  r e p o r t  e x p r e s s i n g  
a s s u r a n c e  on a f i n a n c i a l  s t a t e m e n t  c a s e d  on a r e v i e w  o f the 
s t a t e m e n t ,  c o m p i l a t i o n  r e p o r t  on  a f i n a n c i a l  s t a t e m e n t  b a s e d  o n a 
c o m p i l a t i o n  of th e s t a t e m e n t ,  u n l e s s  the p e r s o n  h o l d s  a p e r m i t  to 
p r a c t i c e  p u b l i c  a c c o u n t i n g  u n d e r  t h i s  c h a p t e r . . . "



p u b l i c  a c c o u n t i n g  e x p e r i e n c e  h a s  b e e n  o v e r s t a t e d .  A  n e w  r e c r u i t  to a 

C P A  f i r m  t y p i c a l l y  e n g a g e s  in d e t a i l  a u d i t  t e s t i n g  w o r k  w h i c h  m i g h t  

n o t  a s s i s t  s i g n i f i c a n t l y  in th e  d e v e l o p m e n t  o f p r o f e s s i o n a l  j u d g m e n t  

a n d  t e c h n i c a l  p r o f i c i e n c y .

A n e c d o t a l  e v i d e n c e  w o u l d  a p p e a r  to c o n f i r m  t h e  c a p t i v e  l a b o r  

p o o l  a r g u m e n t .  O v e r  t h e  p a s t  s e v e r a l  y e a r s ,  t h e  p r i n c i p a l  e m p l o y m e n t  

c o n s i d e r a t i o n  o f  m a n y ,  if n o t  m o s t ,  of  t h e  a c c o u n t i n g  g r a d u a t e s  of  

the U n i v e r s i t y  of A l a s k a - F a i r b a n k s  h a s  b e e n  to m e e t  t h e  e x p e r i e n c e  

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

( e s p e c i a l l y  th e l a r g e  O i l  C o m p a n i e s )  g e n e r a l l y  o f f e r  s u b s t a n t i a l l y  

h i g h e r  s a l a r i e s  a n d  b e n e f i t s ,  m o s t  of  the  t h e  a c c o u n t i n g  g r a d u a t e s  

a c c e p t  e m p l o y m e n t  in p u b l i c  a c c o u n t i n g .  T h i s  p h e n o m e n o n  is n o t  

u n i q u e  to A l a s k a .  T h e  f o l l o w i n g  q u o t a t i o n  f r o m  L e o  D o n a h u e ,  S t a t e  

A u d i t o r  of C o n n e c t i c u t ,  c o n f i r m s  t h i s  d e v e l o p m e n t  in o t h e r  s t a t e s  

S p e a k i n g  to th e  e x p e r i e n c e  r e q u i r e m e n t  in a M a r c h  10, 19 8 1 

l e g i s l a t i v e  h e a r i n g  on  C o n n e c t i c u t ' s  A c c o u n t a n c y  law, Mr. D o n a h u e  

s t a t e d ,  " W h e r e  i t ' s  i m p o r t a n t  to us, Mr. C h a i r m a n ,  is in t h e  

r e c r u i t i n g  of y o u n g  p e o p l e  w h o  h a v e n ' t  y e t  e s t a b l i s h e d  t h e i r  c a r e e r  

g o a l s ,  c o m i n g  to o u r  o f f i c e  r i g h t  o u t  of c o l l e g e  l o o k i n g  for 

e m p l o y m e n t .  O n e  of the f i r s t  q u e s t i o n s  t h e y  a l w a y s  a s k us is h o w  

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

c e r t i f i e d ."

T h e  a r g u m e n t  t h a t  e x p e r i e n c e  in p u b l i c  a c c o u n t i n g  w i l l  n o t  a d d  

a n y  s p e c i a l  q u a l i t i e s  to i n c r e a s e  a C P A  a p p l i c a n t ' s  t e c h n i c a l  

k n o w l e d g e  a n d  p r o f i c i e n c y  w a s  m a d e  by W i l l i a m  B r u s c h i  in t h e  M a r c h  

19 6 9 J o u r n a l  o f  A c c o u n t a n c y .  A t  t he  t i m e  t h i s  a r t i c l e  was  w r i t t e n ,  

Mr. D r u s c h i  w as  a s t a f f  e m p l o y e e  of t he  A I C P A  a n d  p r e s e n t l y  Mr.



B r u s c h i  is t h e  A I C P A  V i c e - P r e s i d e n t  f o r E x a m i n a t i o n s  a n d  

R e g u l a t i o n s .  T h e  a r t i c l e  w a s  w r i t t e n  as a p o s i t i o n  p a p e r  of the 

AICPA. C o m m i t t e e  on E d u c a t i o n  a n d  E x p e r i e n c e  R e q i r e m e n t s  fo r  C P A s  (the 

B e a m e r  C o m m i t t e e ) . T h i s  c o m m i t t e e  e n d o r s e d  e l i m i n a t i o n  o f  a n y  

e x p e r i e n c e  r e q u i r e m e n t .  S i n c e  19 69,  th e  A I C P A  h a s  n o t  e n d o r s e d  

r e q u i r e d  e x p e r i e n c e  a s a q u a l i f i c a t i o n  fo r c e r t i f i c a t i o n .

B r u s c h i  i s o l a t e s  p r o f e s s i o n a l i s m ,  t e c h n i c a l  c o m p e t e n c e ,  a n d  

a d m i n i s t r a t i v e  a b i l i t y  as t h e  m o s t  d e s i r e d  q u a l i t i e s  of a CPA.  T h e  

m o s t  i m p o r t a n t  e l e m e n t s  of p r o f e s s i o n a l i s m  a r e  p e r s o n a l  i m a g e  of 

p r o f e s s i o n a l i s m ,  e t h i c s ,  a n d  a w a r e n e s s  of  e x p e c t e d  l e v e l  of 

c o m p e t e n c e .  B r u s c h i  a r g u e s  t h a t  e d u c a t i o n  w i t h  its e m p h a s i s  on  

p e r s o n a l  d e v e l o p m e n t  is a m e r e  v a l u a b l e  s o u r c e  of p r o f e s s i o n a l i s m  

t h a n  a b e g i n n i n g  a c c o u n t a n t ' s  f i r s t  y e a r  or tw o of 

p u b l i c  e x p e r i e n c e .  T h e  e l e m e n t s  of  t e c h n i c a l  c o m p e t e n c e  i n c l u d e  

a w a r e n e s s  of  i n f o r m a t i o n  flow, a p p l i c a t i o n s  o f  G A A P  a n d  G A AS , 

c o n c e p t s  of  m a t e r i a l i t y ,  p r e p a r a t i o n  of r e p o r t s ,  p r o f e s s i o n a 1 

j u d g m e n t ,  a n d  risk, a n a l y s i s .  W h i l e  B u s c h i  b e l i e v e s  t h a t  e x p e r i e n c e  

is i n v a l u a b l e  in d e v e l o p i n g  t h e s e  s k i l l s ,  he d o u b t s  t h a t  t h e s e  s k i l l s  

a r e  l i k e l y  to be a c q u i r e d  in t h e  f i r s t  y e a r  or  tw o of  p u b l i c  

a c c o u n t i n g  e m p l o y m e n t  a s a j u n i o r  s t a f f  a c c o u n t a n t .  F i n a l l y ,  B r u s c h i  

f e e l s  t h a t  e x p o s u r e  to the  t h i r d  q u a l i t y ,  a d m i n i s t r a t i v e  a b i l i t y ,  

i n c l u d i n g  m a n a g e m e n t  of p e r s o n n e l  a n d  c l i e n t  e n g a g e m e n t s ,  is 

d e f i n i t e l y  n o t  a v a i l a b l e  to the  j u n i o r  s t a f f  a c c o u n t a n t .

M o s t  e x p e r i e n c e  r e q u i r e m e n t s  i n i t i a l l y  r e q u i r e d  a c e r t a i n  n u m b e r  

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

e s p e c i a l l y  r e s t r a i n t  of t r a d e  a r g u m e n t s  g r e w  m o r e  n u m e r o u s ,  S t a t e  

L e g i s l a t u r e s  a n d  S t a t e  B o a r d s  o f  A c c o u n t a n c y  w e r e  f o r c e d  to r e v i e w  

t h e i r  e x p e r i e n c e  r e q u i r e m e n t s .  T h e  p o l i t i c a l  p r e s s u r e  f o r s u c h



r e v i e w  o f t e n  c a m e  from, i n d i v i d u a l s  w h o  h a d  m e t  t h e  E d u c a t i o n  a n d  E x a m  

r e q u i r e m e n t s ,  c u t  r.o; th e E x p e r i e n c e  r e q u i r e m e n t  fo r  c e r t i f i c a t i o n .  

T h e  c o u r t s  w a r e  s _ s j  ir.vcived as s e m e  rf t..ese i n d i v i d u a l s  c h a l l e n g e d  

e x p e r i e n c e  r e q u i r e m e n t s  in c o u r t .  T h e  r e q u i r e m e n t  h a d  to be  

i m p l e m e n t e d  to i n s u r e  t h a t  th e e x p e r i e n c e  g a i n e d  d u r i n g  t h e  

a p p r e n t i c e  p e r i o d  w a s  r e l e v a n t  to t h e  d e v e l o p m e n t  o f  p r o f e s s i o n a l  

s k i l l s  e x p e c t e d  of  an a c c o u n t a n t  w h o  w a s  e x p r e s s i n g  an o p i n i o n  on 

f i n a n c i a l  s t a t e m e n t s .  In m a n y  s t a t e s  t h e  r e q u i r e m e n t  o f  a c e r t a i n  

n u m b e r  o f y e a r s  C P A  f i r m  e m p l o y m e n t  b e g a n  to c h a n g e .

S t a t e  A c c o u n t a n c y  B o a r d s  h a d  to d e f i n e  t h e  c h a r a c t e r i s t i c s  of  

r e l e v a n t  e x p e r i e n c e  a n d  w i t h  e a c h  n e w  d e f i n i t i o n  a r e v i s e d  e x p e r i e n c e  

r e q u i r e m e n t  r e s u l t e d  a n d  n e w  r e g u l a t i o n  i m p l e m e n t a t i o n  p r o b l e m s  

e m e r g e d .  S o m e  a r g u e d  t h a t  th e  d e v e l o p m e n t  of  p r o f e s s i o n a l  j u d g m e n t  

r e q u i r e d  a w o r k  e x p e r i e n c e  in w h i c h  i n d e p e n d e n c e  w a s  r e c o g n i z e d .  O n l y  

b y  w o r k i n g  in a f i r m  of i n d e p e n d e n t  C P A s  w o u l d  a p o t e n t i a l  C P A  

e n c o u n t e r  s u c h  a n " i n d e p e n d e n c e "  a t m o s p h e r e .  H o w e v e r ,  c h a l l e n g e r s  

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

i n d e p e n d e n c e ,  s u c h  as w o r k  e x p e r i e n c e  w i t h  S t a t e  L e g i s l a t i v e  A u d i t ,  

G AO , IRS, a n d  s o m e  p r i v a t e  i n d u s t r y  i n t e r n a l  a u d i t  d e p a r t m e n t s .

O t h e i  d e f i n i t i o n s  of r e l e v a n t  e x p e r i e n c e  a t t e m p t e d  to s p e c i f y  

the t y p e  of  w o r k  to be p e r f o r m e d .  T h e  r e s t r i c t e d  s e r v i c e  a C P A  

r e n d e r s  to t h e  p u b l i c  is th e e x p r e s s i o n  o f  an o p i n i o n  o n  t h e  f a i r  

p r e s e n t a t i o n  o f f i n a n c i a l  s t a t e m e n t s  in a c c o r d a n c e  w i t h  G A A P .  T h i s  

a t t e s t i n g  to f i n a n c i a l  s t a t e m e n t s  is th e p a r t i c u l a r  t e c h n i c a l  

p r o f i c i e n c y  t h a t  the e x p e r i e n c e  r e q u i r e m e n t  is e x p e c t e d  to e n h a n c e  in 

t h e p o t e n t i a l  CPA. S o m e  s t a t e s  b e g a n  to r e q u i r e  t h a t  s o m e  a m o u n t  o f  

a t t e s t  a c t i v i t y  be i n c l u d e d  i’ a n y  q u a l i f y i n g  e x p e r i e n c e  a n d  s o m e



s p e c i f i c a l l y  r e q u i r e d  a n  a m o u n t  of t i m e  e n g a g e d  in s p e c i f i c  t y p e s  of  

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

a n d a u d i o  r e p c r c  w r i t i n g .  S i n c e  cr.l; p u c l i c  a c c o u n t a n t s  a r e a l l o w e d  

to e x p r e s s  o p i n i o n s  on  f i n a n c i a l  s t a t e m e n t s ,  t h e s e  r e g u l a t i o n s  h a v e  

o f t e n  b e e n  i n t e r p r e t e d  to r e q u i r e  p u b l i c  a c c o u n t i n g  e m p l o y m e n t .  

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

t h e y  a r e  i n v o l v e d  in  a u d i t  a c t i v i t y  a n d  t h a t  t h e y  a r e  s o m e t i m e s  

a s s o c i a t e d  w i t h  o p i n i o n s  on  f i n a n c i a l  s t a t e m e n t s .

I m p l e m e n t a t i o n  p r o b l e m s  a r o s e  as S t a t e  B o a r d s  a t t e m p t e d  to 

e n f o r c e  t h e i r  d i f f e r e n t  e x p e r i e n c e  ■requirements. F a i r n e s s  c h a r g e s  

w e r e  l e v e l e d  a g a i n s t  S t a t e  A c c o u n t a n c y  B o a r d s  as  its m e m b e r s  t r i e d  to 

j u d g e  whetiier p a r t i c u l a r  p a t t e r n s  o f  e x p e r i e n c e  d i d  o r  d i d  n o t  m e e t  

t h e  s t a t e d  r e g u l a t i o n s . 12 S o m e  s t a t e s  b e g a n  to r a d i c a l l y  a l t e r  or 

e l i m i n a t e  th e  e x p e r i e n c e  r e q u i r e m e n t .  T h r e e  d i f f e r e n t  a p p r o a c h e s  

h a v e  b e e n  u t i l i z e d .  A f e w  s t a t e s  h a v e  c o m p l e t e l y  e l i m i n a t e d  the  

e x p e r i e n c e  r e q u i r e m e n t .  T h e  o t h e r  j u r i s d i c t i o n s  h a v e  an e x p e r i e n c e  

r e q u i r e m e n t ,  b u t  s o m e  s t a t e s  h a v e  l i b e r a l i z e d  t h e i r  d e f i n i t i o n  o f 

e x p e r i e n c e ,  t h e r e b y  e l i m i n a t i n g  an y  p u b l i c  a c c o u n t i n g  e m p l o y m e n t  

r e q u i r e m e n t .  F i n a l l y ,  s o m e  s t a t e s  h a v e  e s t a b l i s h e d  a t w o - t i e r  

l i c e n s i n g  a r r a n g e m e n t  f o r  C P A s .

F l o r i d a  c u r r e n t l y  r e q u i r e s  p o s t b a c c a l a u r e a t e  e d u c a t i o n  a n d  no

1 2 F o r  e x a m p l e ,  in 1 9 7 4  the  U t a h  S u p r e m e  C o u r t  r u l e d  in f a v o r  of a 
p l a i n t i f f  w i t h  15 y e a r s  p r i v a t e  a c c o u n t i n g  e x p e r i e n c e  w h o  h a d  b e e n  
d e n i e d  a c e r t i f i c a t e  b e c a u s e  he  l a c k e d  the  r e q u i r e d  p u b l i c  a c c o u n t i n g  
e x p e r i e n c e .  T h e  C o u r t  f o u n d  t h i s  d e n i a l  " a r b i t r a r y ,  c a p r i c i o u s ,  a n d  
w i t h o u t  f o u n d a t i o n  in f a c t  or la w"  a n d  o r d e r e d  the U t a h  S t a t e  B o a r d  
of  A c c o u n t a n c y  to g r a n t  a c e r t i f i c a t e .  A n i m p o r t a n t  i s s u e  in t h e  
c a s e  c o n c e r n e d  the  B o a r d ' s  c e r t i f i c a t i o n  of a n o t h e r  p r i v a t e  
a c c o u n t a n t  w h o  h a d  w o r k e d  for two y e a r s  in t h e  i n t e r n a l  a u d i t  
d e p a r t m e n t  of  an i n s u r a n c e  c o m p a n y .  T h a t  p r i v a t e  a c c o u n t a n t  h a d  b e e n  
c e r t i f i e d  u n d e r  an e q u i v a l e n t  e x p e r i e n c e  d e c i s i o n  by  th e U t a h  B o a r d  
of A c c o u n t a n c y .  [ M e r r i l l  vs. M c G i n n ,  30 U t a h  2d 421, 518 p . 2d 13 9 2 
( U t a h  1974)]



e x p e r i e n c e .  M a r y l a n d ,  M o n t a n a ,  a n d  W e s t  V i r g i n i a  do n o t  r e q u i r e  

e x p e r i e n c e  b u t  do r e q u i r e  a b a c c a l a u r e a t e  e d u c a t i o n .  W o r t h  D a k o t a ,  

P u e r t o  R i co ,  a n d  O k l a h o m a ,  ar e  a m o n g  t h e  j u r i s d i c t i o n s  w h i c h  d o n o t  

r e q u i r e  a b a c c a l a u r e a t e  d e g r e e .  In t h e s e  j u r i s d i c t i o n s ,  no 

e x p e r i e n c e  is r e q u i r e d  fo r  t h o s e  a p p l i c a n t s  w i t h  an  a p p r o p r i a t e  

b a c c a l a u r e a t e  d e g r e e .  In C o l o r a d o  e x p e r i e n c e  is r e q u i r e d ,  b u t  t h e  

r e q u i r e m e n t  is w a i v e d  fo r t h o s e  c a n d i d a t e s  w i t h  a p o s t b a c c a l a u r e a t e  

d e g r e e .  In e i g h t  j u r i s d i c t i o n s ,  it is t h e r e f o r e  p o s s i b l e  to b e c o m e  

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

e x p e r i e n c e  r e q u i r e m e n t .

It is d i f f i c u l t  to d e t e r m i n e  e x a c t l y  t h e  n u m b e r  of  s t a t e s  w h i c h  

r e q u i r e  p u b l i c  a c c o u n t i n g  e x p e r i e n c e .  A l l  j u r i s d i c t i o n s  e x c e p t  t h e  

e i g h t  d i s c u s s e d  a b o v e  r e q u i r e  e x p e r i e n c e ,  b u t  m o s t  a c c e p t  e x p e r i e n c e  

e q u i v a l e n t  to p u b l i c  a c c o u n t i n g  e x p e r i e n c e .  A r e a d i n g  o f  t h e  s t a t u t e s  

a n d  r e g u l a t i o n s  d o e s  n o t  a l w a y s  i n d i c a t e  e x a c t l y  h o w  t h i s  " e q u i v a l e n t  

e x p e r i e n c e "  r e g u l a t i o n  is a d m i n i s t e r e d .  For  e x a m p l e ,  A l a s k a  

c u r r e n t l y  d o e s  a c c e p t  e q u i v a l e n t  e x p e r i e n c e ,  b u t  w o r k  in p r i v a t e  

a c c o u n t i n g  is g e n e r a l l y  n o t  c o n s i d e r e d  t o t a l l y  e q u i v a l e n t .  It 

a p p e a r s  t h a t  a p p r o x i m a t e l y  ' erity j u r i s d i c t i o n s  w i l l  a c c e p t  p r i v a t e  

a c c o u n t i n g  e m p l o y m e n t  to m e e t  the e x p e r i e n c e  r e q u i r e m e n t .

A l a s k a ' s  s i s t e r  p e t r o l e u m  s t a t e ,  T e x a s ,  is o n e  e x a m p l e  o f  a 

s t a t e  in w h i c h  p u b l i c  a c c o u n t i n g  e x p e r i e n c e  is n o t  s p e c i f i c a l l y  

r e q u i r e d .  T h e  T e x a s  l a w  d o e s  r e q u i r e  e x p e r i e n c e  b u t  the  s t a t u t e  

r e a d s  t h a t  t h e e x p e r i e n c e  " s h a l l  b e in p u b l i c  p r a c t i c e  u n d e r  the 

s u p e r v i s i o n  of a C P A  or  p u b l i c  a c c o u n t a n t  or in an a c t i v i t y  

c o m p a r a b l e  t h e r e t o  ' e m p h a s i s  ad de d) or in a n y  c o m b i n a t i o n  of  s u c h  

t y p e s  of e x p e r i e n c e  in w o r k  of  a n o n - r o u t i n e  a c c o u n t i n g  n a t u r e  w h i c h  

c o n t i n u a l l y  r e q u i r e s  i n d e p e n d e n t  t h o u g h t  a n d  j u d g m e n t  o n  i m p o r t a n t



a c c o u n t i n g  m a t t e r s . "  (Art  4 1 a - l - P u b l i c  A c c o u n t a n c y  A c t  o f  19 79 , 

S e c t i o n  12, p a r a g r a p h  (5) (A) . P e c u l a t i o n s  of the  T e x a s  S t a t e  B o a r d  

of P u b l i c  A c c o u n t a n c y  d e f i n e  c o m p a r a o l e  e x p e r i e n c e ,  " E x p e r i e n c e  in 

o t h e r  p o s i t i o n s  m a y  be a p p r o v e d  b y  t h e  B o a r d  as e x p e r i e n c e  c o m p a r a b l e  

to e x p e r i e n c e  g a i n e d  in t h e  p r a c t i c e  o f  p u b l i c  a c c o u n t a n c y  u n d e r  the  

s u p e r v i s i o n  o f  a C P A  o r p u b l i c  a c c o u n t a n t  u p o n  c e r t i f i c a t i o n  b y  th e 

p e r s o n  or  p e r s o n s  s u p e r v i s i n g  t h e  c a n d i d a t e  t h a t  t h e  e x p e r i e n c e  w a s  

of  a n o n r c u t i n e  a c c o u n t i n g  n a t u r e  w h i c h  c o n t i n u a l l y  r e q u i r e d  

i n d e p e n d e n t  t h o u g h t  a n d  j u d g m e n t  o n i m p o r t a n t  a c c o u n t i n g  m a t t e r s .  

E x p e r i e n c e  fo r w h i c h  a p p r o v a l  is s o u g h t  u n d e r  t h i s  s e c t i o n  m u s t  be 

d e s c r i b e d  in d e t a i l  a n d  t h e  a p p l i c a n t  m u s t  i n f o r m  th e B o a r d  of o n e  or 

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

k n o w l e d g e  o f  t h e  a p p l i c a n t ' s  e x p e r i e n c e . "  (Sec. 5 1 1 . 1 2 3  of  th e R u l e s  

of  th e  T e x a s  S t a t e  B o a r d  of P u b l i c  A c c o u n t a n c y ) .

U n d e r  th e  T e x a s  r e g u l a t i o n s ,  an i n d i v i d u a l  w i t h o u t  p u b l i c  

a c c o u n t i n g  e x p e r i e n c e  can  b e c e r t i f i e d  as a C P A  p r o v i d e d  t h a t  h i s / h e r  

p r i v a t e  i n d u s t r y  a c c o u n t i n g  e x p e r i e n c e  is of a n o n - r o u t i n e  n a t u r e  

w h i c h  r e q u i r e s  i n d e p e n d e n t  j u d g m e n t  on  i m p o r t a n t  m a t t e r s .  An 

i n d i v i d u a l  so c e r t i f i e d  in T e x a s  w o u l d  b e  u n a b l e  to o b t a i n  a 

r e c i p r o c a l  C P A  c e r t i f i c a t e  in o t h e r  s t a t e s  w h i c h  r e q u i r e  p u b l i c  

a c c o u n t i n g  e x p e r i e n c e .

U n d e r  a t w o - t i e r  l i c e n s i n g  s y s t e m ,  an a p p l i c a n t  c a n  b e g r a n t e d  a 

C P A  c e r t i f i c a t e  w i t h o u t  m e e t i n g  a n y  e x p e r i e n c e  r e q u i r e m e n t .  T h i s  is 

ti er  I. A t i e r  I c e r t i f i c a t e  w o u l d  be g r a n t e d  w h e n  an i n d i v i d u a l  h a d  

s u c c e s s f u l l y  c o m p l e t e d  the E x a m  a n d  E d u c a t i o n  r e q u i r e m e n t s  for 

c e r t i f i c a t i o n .  T h i s  tier I c e r t i f i c a t e  w o u l d  not  q u a l i f y  an  

i n d i v i d u a l  to p r a c t i c e  p u b l i c  ■'^counting. A t i e r  II l i c e n s e  w o u l d



o n l y  be  g r a n t e d  a f t e r  a n  e x p e r i e n c e  r e q u i r e m e n t  h a d  b e e n  f u l f i l l e d

ar.d t h i s  l i c e n s e  w o u l d  a l l o w  ar. ir.di,‘i d u a l  to e n g a g e  in t h e  p r a c t i c e  

of p u b l i c  a c c o u n t i n g .  M A S B A 1s M o d e l  A c c o u n t a n c y  A c t  f a v o r s  t h i s  

a p p r o a c h . --

I l l i n o i s  a d o p t e d  t h e  f i r s t  t w o - t i e r  p l a n  in 19 4 3 .H  

C e r t i f i c a t i o n  w a s  g r a n t e d  w i t h o u t  e x p e r i e n c e ,  b u t  a p e r m i t  to 

p r a c t i c e  p u b l i c  a c c o u n t i n g  r e q u i r e d  e x p e r i e n c e .  No j u r i s d i c t i o n

f o l l o w e d  t h e  I l l i n o i s  l e a d  u n t i l  I o w a  a d o p t e d  t he  t w o - t i e r  s y s t e m  31 

y e a r s  l a t e r  in 1 9 7 4 .  S e v e n  m o r e  s t a t e s  [ A r k a n s a s (1975) ,

W y o m i n g (1 9 7 5 ) ,  N e b r a s k a (1 97 7) , M i s s o u r i (19 78) , L o u i s i a n a (1979), 

M i n n e s o t a (1980) a n d  U t a h  (1981)] a n d  th e  D i s t r i c t  of  C o l u m b i a (1978) 

h a v e  a d o p t e d  t h e  I l l i n o i s  P l a n . 15 C o n n e c t i c u t  a d o p t e d  the  p l a n  

in 1 981 , o u t  r e p e a l e d  it in 19 83 . No o t h e r  s t a t e  h a s  a d o p t e d  th e 

t w o - t i e r  I l l i n o i s  P l a n .  C u r r e n t l y  ten  j u r i s d i c t i o n s  h a v e  a d o p t e d  t h e 

I l l i n o i s  P l a n  t w o - t i e r  s y s t e m .

15 T h i s  is o n e  a r e a  w h e r e  N A S B A  a n d  th e A I C P A  w e r e  u n a b l e  to 
r e c o n c i l e  t h e i r  d i f f e r e n c e s  in the  D e c e m b e r  1983 e x p o s u r e  d r a f t  of a 
j o i n t  m o d e l  b i l l .  U n d e r  o n e  p r o v i s i o n  ( f a v o r e d  by the AI CP A)  th a t 
b i l l  r e q u i r e s  no e x p e r i e n c e .  An  o p t i o n a l  p r o v i s i o n  to the p e r m i t  to 
p r a c t i c e  s e c t i o n  r e q u i r e s  e x p e r i e n c e  in the p r a c t i c e  of p u b l i c  
a c c o u n t a n c y  or it s e q u i v a l e n t .  N A S B A  f a v o r s  t h i s  a l t e r n a t e  
p r o v i s i o n .

11 An i n t e r e s t i n g  f e a t u r e  of th e t w o - t i e r  s y s t e m  in I l l i n o i s  is 
t h a t  t h e C P A  c e r t i f i c a t e  (cier I) is g r a n t e d  by  the U n i v e r s i t y  of 
I l l i n o i s .  T h e  t i e r  II p e r m i t  to p r a c t i c e  is g r a n t e d  by the S t a t e  of  
I l l i n o i s .

15 K a n s a s  h a s  a d o p t e d  a p l a n  s i m i l a r  to the I l l i n o i s  p l a n .  In 
t h a t  s t a t e  a n i n d i v i d u a l  w.'th an  a c c o u n t i n g  b a c c a l a u r e a t e  d e g r e e  w h o  
h a s  p a s s e d  the  C P A  e x a m i n a t i o n  r e c e i v e s  a c e r t i f i c a t e  k n o w n  as  the 
" K a n s a s  c e r t i f i c a t e . "  T h i s  c e r t i f i c a t e  w h i c h  d o e s  n o t  r e q u i r e  an 
e x p e r i e n c e  r e q u i r e m e n t  is a c e r t i f i c a t e  o f  h a v i n g  " p a s s e d  the C P A  
e x a m i n a t i o n . "  A n  e x p e r i e n c e  r e q u i r e m e n t  is r e q u i r e d  b e f o r e  a p e r m i t  
to p r a c t i c e  in K a n s a s  as a c e r t i f i e d  p u b l i c  a c c o u n t a n t  is g r a n t e d .



S e v e n  o t h e r  j u r i s d i c t i o n s  h a v e  a d o p t e d  p l a n s  s o m e t i m e  r e f e r r e d  

to as t w o - t i e r  s y s t e m s .1° Ir. t h e s e  j u r i s d i c t i o n s ,  e x p e r i e n c e  is 

r e q u i r e d  f o r  b o t h  c e r t i f i s a t i c n  anu  t h e  p e r m i t  to p r a c t i c e .  T h e  

t w o - t i e r  t e r m i n o l o g y  in t h e s e  s t a t e s  is in r e f e r e n c e  to t h e  

c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s .  T h e  p e r m i t  to p r a c t i c e  in t h e s e  

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

c o n t i n u i n g  e d u c a t i o n  is n o t  r e q u i r e d  f o r  C P A ' s  w h o  do  n o t  e n g a g e  in 

p u b l i c  p r a c t i c e .  T h e s e  s t a t e s  s h o u l d  n o t  be c o n s i d e r e d  t w o - t i e r  in 

a n y  d i s c u s s i o n  of the  e x p e r i e n c e  r e q u i r e m e n t .  O n l y  t h e  ten  

j u r i s d i c t i o n s  a b o v e  a r e  t r u e  t w o - t i e r  s t a t e s  w h i c h  r e q u i r e  e x p e r i e n c e  

for th e  p e r m i t  to p r a c t i c e ,  bu t n o t  for c e r t i f i c a t i o n .

Tji.e. e x p e ii.gug.g_P.e.g.uii.o m d n t _ i r L _ A i a s K .a

T h e  e x p e r i e n c e  r e q u i r e m e n t  in A l a s k a  h a s  e v o l v e d  in a m a n n e r  

s i m i l a r  to t he  o t h e r  a c c o u n t i n g  j u r i s d i c t i o n s .  A r e q u i r e m e n t  for 

p u b l i c  a c c o u n t i n g  w o r k  e x p e r i e n c e  ha s  b e e n  r e p l a c e d  by d e t a i l e d  

r e g u l a t i o n s  w h i c h  a t t e m p t  to d e f i n e  r e l e v a n t  e x p e r i e n c e .  A l a s k a ' s  

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

b a c c a l a u r e a t e  d e g r e e  in a c c o u n t i n g ! ^  m u s t  a c c u m u l a t e  f o u r  

e x p e r i e n c e  p o i n t s ,  I n c l u d i n g  850 h ours. P e r f o r m i n g  the, a t t e s t  

f u n c t i o n . O n e  y e a r  of o u b l i c  a c c o u n t i n g  e x p e r i e n c e  u n d e r  t he  d i r e c t  

s u p e r v i s i o n  of  a C P A  c o u n t s  for two e x p e r i e n c e  p o i n t s ;  o n e  y e a r  

e x p e r i e n c e  w o r k i n g  in p r i v a t e  a c c o u n t i n g  or g o v e r n m e n t a l  a c c o u n t i n g

16 T h e s e  s e v e n  j u r i s d i c t i o n s  i n c l u d e  M a r y l a n d ,  M i s s i s s i p p i ,
M o n t a n a ,  N o r t h  D a k o t a ,  O k l a h o m a ,  P u e r t o  Rico, a n d  W e s t  V i r g i n i a .

17 A l a s k a  B o a r d  o f A c c o u n t a n c y  r e g u l a t i o n s  d e f i n e  an a c c o u n t i n g  
m a j o r  as 24 s e m e s t e r  h o u r s  of  a c c o u n t i n g  c o u r s e s ,  3 s e m e s t e r  h o u r s  of  
b u s i n e s s  law, 3 s e m e s t e r  iiours of e c o n o m i c s ,  an d  3 s e m e s t e r  h o u r s  of 
e i t h e r  s t a t i s t i c s ,  c o m p u t e r  s c i e n c e ,  or a l g e b r a .  (Sec 12 A A C  04 . 1 8 5 )



u n d e r  t h e  d i r e c t  s u p e r v i s i o n  o f  a C P A  c o u n t s  f o r  o n e  a n d  o n e - t h i r d  

e x p e r i e n c e  p o i n t s ;  o n e  y e a r  e x p e r i e n c e  w o r k i n g  as an a c c o u n t a n t  n o t  

u n d e r  th e  d i r e c t  s u p e r v i s i o n  o f  a C P A  c o u n t s  as o n e  p o i n t .

T h e  £50 h o u r s  p e r f o r m i n g  th e  a t t e s t  f u n c t i o n  m u s t  i n c l u d e  50 

h o u r s  e x p e r i e n c e  in p l a n n i n g  a u d i t  p r o g r a m s  a n d  150 h o u r s  e x p e r i e n c e  

in t h e  a n a l y s i s ,  r e v i e w ,  o r p r e p a r a t i o n  of  a u d i t e d  or u n a u d i t e d  

f i n a n c i a l  s t a t e m e n t s .  T h e s e  a t t e s t  f u n c t i o n  h o u r s  h a v e  g e n e r a l l y  

b e e n  i n t e r p r e t e d  so t h a t  o n l y  e m p l o y m e n t  in p u b l i c  a c c o u n t i n g  a n d  

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

i n d i v i d u a l s  c a n  a c c u m u l a t e  t h e  f o u r  e x pe ri f ;e p o i n t s  w i t h  t h r e e  

y e a r s  o f p r i v a t e  a c c o u n t i n g  e x p e r i e n c e ,  p r i v a t e  a c c o u n t a n t s  h a v e  

g e n e r a l l y  n o t  b e e n  a b l e  to a c c u m u l a t e  t h e  r e q u i r e d  050 a t t e s t  

f u n c t i o n  h o u r s .

O p p o n e n t s  to A l a s k a ' s  c u r r e n t  l a w  a r e  p r i n c i p a l l y  t h o s e  

i n d i v i d u a l s  w h o  w o r k  in p r i v a t e  a c c o u n t i n g  a n d  h a v e  a c c u m u l a t e d  or 

w i l l  a c c u m u l a t e  t h e  r e q u i r e d  f o u r  e x p e r i e n c e  p o i n t s .  T h e s e  

i n d i v i d u a l s  a r e  u n a b l e ,  h o w e v e r ,  to a c c u m u l a t e  th e a t t e s t  f u n c t i o n  

h o u r s .  S o m e  of t h e s e  i n d i v i d u a l s  h a v e  m o v e d  to A l a s k a  f r o m  o t h e r  

s t a t e s  w h e r e  th e p u b l i c  a c c o u n t i n g  e x p e r i e n c e  r e q u i r e m e n t  ha s b e e n  

e l i m i n a t e d .  S o m e  w e r e  l i c e n s e d  as C P A ' s  in t h e i r  p r e v i o u s  l o c a t i o n s  

b u t  t h e y  a r e  u n a b l e  to o b t a i n  r e c i p r o c a l  A l a s k a  c e r t i f i c a t i o n  b e c a u s e  

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

T h e  p r o p o s e d  l e g i s l a t i o n  in A l a s k a  w o u l d  e s t a b l i s h  an I l l i n o i s  

P l a n  t w o - t i e r  c e r t i f i c a t i o n  s y s t e m .  T h e  C P A  c e r t i f i c a t e  w o u l d  be 

g r a n t e d  to an i n d i v i d u a l  w h o  h a d  f u l f i l l e d  the  e d u c a t i o n  r e q u i r e m e n t



c.;id s u c c e s s f u l l y  p a s s e d  t h e  U n i f o r m  C P A  E x a m i n a t i o n  a n d  t h e  e t h i c s  

e x a m . 18 No e x p e r i e n c e  w o u l d  be r e q u i r e d ;  h o w e v e r ,  c e r t i f i c a t i o n  

w o u l d  n o t  l i c e n  = an  i n d i v i d u a l  to p r a c t i c e  p u b l i c  a c c o u n t i n g .

S e c t i o n  0 8 . 0 4 . 3 7 5  of  the  p r o p o s e d  l e g i s l a t i o n  s t a t e s  t h a t  "a b i e n n i a l  

p e r m i t  to p r a c t i c e  p u b l i c  a c c o u n t i n g  in t h i s  s t a t e  s h a l l  b e  i s s u e d  b y  

the  B o a r d  to a C P A  w i t h  p u b l i c  a c c o u n t i n g  e x p e r i e n c e  t h a t  m e e t s  

r e q u i r e m e n t s  e s t a b l i s h e d  by  r e g u l a t i o n s  o f  t h e  B o a r d  or  o t h e r  

e x p e r i e n c e  t h a t  t h e  B o a r d  d e t e r m i n e s  to be s u b s t a n t i a l l y  e q u i v a l e n t . "  

P r e s u m a b l y ,  t h i s  e x p e r i e n c e  r e q u i r e m e n t  w o u l d  b e s u b s t a n t i a l l y  

s i m i l a r  to t h e  c u r r e n t  r e q u i r e m e n t  w h i c h  i n c l u d e s  t h e  850 a t t e s t  

f u n c t i o n  h o u r s .

D i s c u s s i o n  of T w o  T i e r  S y s t e m s

T h e  t w o  t i e r  s y s t e m  s i d e s t e p s  t h e  i s s u e  of the  v a l u e  o f 

e x p e r i e n c e  as a q u a l i f y i n g  c e r t i f i c a t i o n  c r i t e r i a .  S i n c e  t h e  T i e r  I 

c e r t i f i c a t e  w o u l d  n o t  a l l o w  an i n d i v i d u a l  to p r a c t i c e  p u b l i c  

a c c o u n t i n g ,  t h e  q u e s t i o n  o f  the v a l u e  of  e x p e r i e n c e  in the  

d e v e l o p m e n t  of p u b l i c  a c c o u n t i n g  p r o f i c i e n c y  is n o t  r e l e v a n t .  T h e

18 T h e  p r o p o s e d  l a w  a l s o  r e q u i r e s  t h a t  the a p p l i c a n t  be a p e r s o n  
of g o o d  c h a r a c t e r .  S o m e  s t a t e s  h a v e  e l i m i n a t e d  a n y  c h a r a c t e r  
r e q u i r e m e n t  b e c a u s e  of p r o b l e m s  of i n t e r p r e t a t i o n .  T h e  j o i n t  
A I C P A / N A S B A  d r a f t  m o d e l  b i l l  r e t a i n s  the g o o d  c h a r a c t e r  r e q u i r e m e n t  
b u t  d e f i n e s  it p r e c i s e l y  to a s s u r e  th a t the r e q u i r e m e n t  w i l l  be 
n a r r o w l y  a n d  p r e c i s e l y  c o n s t r u e d ,  a v o i d i n g  p r o b l e m s  of  b o t h  v a g u e n e s s  
a n d  o v e r b r e a d t h . "  S e c t i o n  5(b) of the j o i n t  m o d e l  b i l l  re ad s , " G o o d  
c h a r a c t e r  for p u r p o s e s  o f  t h i s  S e c t i o n  m e a n s  la ck  of a h i s t o r y  o f 
d i s h o n e s t  or f e l o n i o u s  a c t s .  T h e  B o a r d  m a y  r e f u s e  to g r a n t  a 
c e r t i f i c a t e  on the g r o u n d  of f a i l u r e  to s a t i s f y  t h i s  r e q u i r e m e n t  o n l y  
if t h e r e  is a s u b s t a n t i a l  c o n n e c t i o n  b e t w e e n  the l a c k  o f  g o o d  
c h a r a c t e r  of t h e  a p p l i c a n t  a n d  the  p r o f e s s i o n a l  r e s p o n s i b i l i t i e s  of  a 
l i c e n s e e ,  a n d  if the  f i n d i n g  by  the  B o a r d  of lack  of  g o o d  c h a r a c t e r  
is s u p p o r t e d  b y c l e a r  a n d  c o n v i n c i n g  e v i d e n c e .  W h e n  an a p p l i c a n t  is 
f o u n d  to be u n q u a l i f i e d  for a c e r t i f i c a t e  b e c a u s e  o f  a la ck  o f  g o o d  
c h a r a c t e r ,  th e B o a r d  s h a l l  f u r n i s h  th e a p p l i c a n t  a s t a t e m e n t  
c o n t a i n i n g  the f i n d i n g s  of the Bo a r d ,  a c o m p l e t e  r e c o r d  of th e 
e v i d e n c e  u p o n  w h i c h  the d e t e r m i n a t i o n  w a s  b a s e d ,  a n d a n o t i c e  o f  the 
a p p l i c a n t ' s  rigiit of a p p e a l . "



v a l u e  o f  e x p e r i e n c e  r e m a i n s  a r e l e v a n t  q u e s t i o n  o n l y  w i t h  r e g a r d  to 

the T i e r  II l i c e n s e .  B y  e s t a b l i s h i n g  ar. e x p e r i e n c e  r e q u i r e m e n t  for 

the p e r m i t  to p r a c t i c e ,  t w o - t i e r  l e g i s l a t i o n  a c c e p t s  t h e  v i e w  t h a t  

e x p e r i e n c e  is a n e c e s s a r y  i n g r e d i e n t  in t h e d e v e l o p m e n t  o f  p u b l i c  

a c c o u n t i n g  p r o f i c i e n c y .  T h i s  v i e w  is in a c c o r d  w i t h  t h e  N A S B A  

p o s i t i o n  o n  a M o d e l  P u b l i c  A c c o u n t a n c y  B i l l .  D u r i n g  t h e  p a s t  s e v e r a l  

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

w i t h  a l l e g a t i o n s  of  s u b s t a n d a r d  w o r k  p e r f o r m a n c e .19 N A S B A ' s  p o l i c y  

is t h a t  a n  e x p e r i e n c e  r e q u i r e m e n t  is a n e c e s s a r y  p a r t  o f a t r i a d  o f 

r e g u l a t i o n s  i n c l u d i n g  r e q u i r e d  c o n t i n u i n g  e d u c a t i o n ,  p o s i t i v e  

e n f o r c e m e n t ,  a n d  e x p e r i e n c e  to c o m b a t  s u b s t a n d a r d  p e r f o r m a n c e . 20 

H o w e v e r ,  a T i e r  I c e r t i f i c a t e  h o l d e r  d o e s  n o t  e n g a g e  in p u b l i c  

a c c o u n t i n g  s e r v i c e s ,  so t h e  q u e s t i o n  of s u b s t a n d a r d  p u b l i c  

p e r f o r m a n c e  is n o t  r e l e v a n t  f o r the C P A  n o t  in p u b l i c  p r a c t i c e .

19 S e e  f o r  e x a m p l e ,  T h e  A c c o u n t i n g  E s t a b l i s h m e n t  b y  the  s t a f f  of 
t h e  S u b c o m m i t t e e  o n  R e p o r t s ,  A c c o u n t i n g  a n d  M a n a g e m e n t  of  t h e  
C o m m i t t e e  o n  G o v e r n m e n t a l  A f f a i r s  o f  the U n i t e d  S t a t e s  S e n a t e ,  1976 
( c o m m o n l y  r e f e r r e d  to a s  t h e  M e t c a l f  R e p o r t )  a n d  T h e  C o m m i s s i o n  on 

AiLd.i.toxs1 R e s p o n s i b i l i t i e s :  R e p o r t ,  C o n c l u s i o n s  an d  R e c o m m e n d a t i o n s , 
A I C P A ,  1 9 7 8  ( c o m m o n l y  r e f e r r e d  to a s  t h e  C o h e n  C o m m i s s i o n  R e p o r t ) .

20 R e g u l a t o r s  h a v e  r e c o g n i z e d  t h a t  th e p r o l i f e r a t i o n  of  t e c h n i c a l  
a u t h o r i t a t i v e  s t a n d a r d s  r e q u i r e s  c o n t i n u i n g  e f f o r t  b y  C P A s  to s t a y  
a b r e a s t  of  c u r r e n t  a u t h o r i t a t i v e  d e v e l o p m e n t s .  44 j u r i s d i c t i o n s  
( i n c l u d i n g  A l a s k a  u n d e r  b o t h  th e  c u r r e n t  a n d  p r o p o s e d  s t a t u e s )  h a v e  
m a n d a t o r y  c o n t i n u i n g  p r o f e s s i o n a l  e d u c a t i o n  r e q u i r e m e n t s .  T h e  A I C P A  
as  w e l l  a s N A S B A  e n d o r s e s  s u c h  r e q u i r e m e n t s .  N A S B A  a l s o  e n d o r s e s  
p o s i t i v e  e n f o r c e m e n t  p r o g r a m s  to m o n i t o r  c o m p l i a n c e  of  p r a c t i c i n g  
C P A s  w i t h  G A A P  :nd G A A S .  U n d e r  s u c h  a p r o g r a m  a B o a r d  of 
A c c o u n t a n c '’" m a y  r e v i e w  th e p u b l i c a l l y  a v a i l a b l e  p r o f e s s i o n a l  w o r k  o f 
l i c e n s e e s  on a g e n e r a l  a n d  r a n d o m  b a s i s ,  w i t h o u t  a n y  r e q u i r e m e n t  of  a 
f o r m a l  c o m p l a i n t  or s u s p i c i o n  of  i m p r o p r i e t y  on  the p a r t  o f  a n y  
p a r t i c u l a r  l i c e n s e e . "  ( J o i n t  d r a f t  m o d e l  b i l l  q u o t e d )  In t he  j o i n t  
M o d e l  B i l l  the  p o s i t i v e  e n f o r c e m e n t  p r o v i s i o n  is s h o w n  as o p t i o n a l  
b e c a u s e  of  a d i f f e r e n c e  in th e 1 g i s l a t i v e  p o l i c i e s  of  N A S B A  ( w h i c h  
f a v o r s  it) a n d  of the A I C P A  ( w h i c h  h a s  ■><" for&iul p o li cy ) . S o m e  
p r a c t i t i o n e r s  of p u b l i c  a c c o u n t i n g  a r e  c o n c e r n e d  a b o u t  t h e  e x c e s s i v e  
i n t r u s i v e n e s s  of  s u c h  a p r o g r a m .  S u c h  p r o g r a m s  c u r r e n t l y  e x i s t  in 
o n l y  a few s t a t e s ,  bu t in F l o r i d a  a n d  L o u i s i a n a  s u c h  p r o g r a m s  a r e  
c o n s i d e r e d  v e r y  e f f e c t i v e  in f e r r e t i n g  o u t  s u b s t a n d a r d  w o r k .  T h e  
A l a s k a  s t a t u t e  d o e s  no t  p r o v i d e  for s u c h  a p r o g r a m  n o r  is s u c h  a 
p r o g r a m  i n c l u d e d  in S e n a t e  B i l l  31P.



If, h o w e v e r ,  th e  g e n e r a l  p u b l i c  is n o t  c o n c e r n e d  w i t h  t h e  

p e r f o r m a n c e  a n d  p r o f i c i e n c y  of  a T i e r  I CPA,  o n e  m u s t  q u e s t i o n  h o w  

t h e  p u b l i c  i n t e r e s t  is b e n e f i t t e d  from, t h e  c e r t i f i c a t i o n  of s u c h  

p r i v a t e  a c c o u n t a n t s .  T h e  p u b l i c  i n t e r e s t  r a t i o n a l e  f o r  c e r t i f i c a t i o n  

a n d  r e g u l a t i o n  h i n g e s  o n  t n e  p u b l i c ' s  a b i l i t y  to a s s u m e  a l e v e l  of  

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

a c c o u n t a n t s .  W h y  s h o u l d  g o v e r n m e n t  e x p e n d  a n y  e f f o r t  in c e r t i f y i n g  

a c c o u n t a n t s  w h o  a r e  n o t  in p u b l i c  p r a c t i c e ?  W h a t  is t h e  r a t i o n a l e  

fo r  g o v e r n m e n t  c e r t i f i c a t i o n  o f  p r i v a t e  a c c o u n t a n t s ?

T h e r e  is a s e l f  i n t e r e s t  a r g u m e n t  t h a t  c a n  be m a d e  f o r  the  

c e r t i f i c a t i o n  o f  p r i v a t e  a c c o u n t a n t s .  T h e  C P A  c e r t i f i c a t e  i n o u r  

s o c i e t y  g r a n t s  to an i n d i v i d u a l  m u c h  m o r e  t h a n  t h e r i g h t  to p r a c t i c e  

p u b l i c  a c c o u n t i n g .  O n e  m i g h t  a r g u e  t h a t  th e  C P A  d e s i g n a t e s  a n 

i n d i v i d u a l  as a p r o f e s s i o n a l  a c c o u n t a n t  a n d  n ot  s i m p l y  as a 

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

C P A  s t a n d s  f o r  c e r t i f i e d  p r o f e s s i o n a l  r a t h e r  t h a n  p u b l i c  a c c o u n t a n t .  

If t h i s  is t ru e, th e p r i v a t e  a c c o u n t a n t  is b e i n g  d e n i e d  t h e  s t a t u s  

a n d  p r e s t i g e  of  a p r o f e s s i o n a l .  C e r t a i n l y  p r i v a t e  a c c o u n t a n t s ,  w h o  

m u s t  p o s s e s s  a i e v e l  o f t e c h n i c a l  c o m p e t e n c e  on  par  w i t h  p u b l i c  

a c c o u n t a n t s ,  a r e  d e s e r v i n g  of  p r o f e s s i o n a l  r e c o g n i t i o n .  A t i e r  I C P A  

c e r t i f i c a t e  fo r  i n d i v i d u a l s  w h o  h a v e  q u a l i f i e d  u n d e r  e d u c a t i o n  a n d  

e x a m i n a t i o n  r e q u i r e m e n t s  w o u l d  g r a n t  s t a t u s  a n d  p r e s t i g e  as 

p r o f e s s i o n a l  a c c o u n t a n t s .

P r i v a t e  o r g a n i z a t i o n s  h a v e  a t t e m p t e d  to g r a n t  s u c h  s t a t u s  

t h r o u g h  a d o p t i o n  of s u c h  t i t l e s  as C e r t i f i e d  M a n a g e m e n t  A c c o u n t a n t  

(C M A ) a n d  C e r t i f i e d  I n t e r n a l  A u d i t o r  (CIA). H o w e v e r ,  t h e s e  t i t l e s



w h i c h  a r e  g r a n t e d  o n l y  a f t e r  m e e t i n g  e d u c a t i o n  a n d  e x a m  r e q u i r e m e n t s  

a r g u a b l y  as s t r e n u o u s  as for the  C P A , "  m a y  n e t  be p e r c e i v e d  as 

p r o f e s s i o n a l l y  e q u i v a l e n t  to C P A  o y  t h e  g e n e r a l  p u b l i c .  If o n e  a s k s  

a n o n - a c c o u n t a n t  w h a t  a C M A  or CIA. d e s i g n a t e s ,  the r e s p o n s e  is l i k e l y  

to be  a b l a n k  e x p r e s s i o n  or a r e f e r e n c e  to t h e  C e n t r a l  I n t e l l i g e n c e  

A g e n c y .  T h a t  s a m e  i n d i v i d u a l  w o u l d  p r o b a b l y  s a y  t h a t  t h e  C P A  

d e s i g n a t e s  a p r o f e s s i o n a l  a c c o u n t a n t .  Is it f a i r  to d e n y  to 

i n d i v i d u a l s  in p r i v a t e  a c c o u n t i n g  t h e  t i t l e  t h a t  the  p u b l i c  e q u a t e s  

w i t h  a p r o f e s s i o n a l  a c c o u n t a n t ?  T h i s  q u e s t i o n  is e s p e c i a l l y  r e l e v a n t  

w h e n  o n e  r e a l i z e s  t h a t  t h e  t i t l e  C P A  w a s  o r i g i n a l l y  g r a n t e d  a s a 

r e s u l t  o f  t h e  s e l f - i n t e r e s t  p o l i t i c a l  p r e s s u r e  of p u b l i c  a c c o u n t a n t s  

r a t h e r  t h a n  a s  a r e s u l t  o f  a g e n e r a l  p u b l i c  p r e s s u r i n g  for  

p r o t e c t i o n .  I s n ' t  th e s e l f  i n t e r e s t  a r g u m e n t  of the p r i v a t e  

a c c o u n t a n t  j u s t  as  v a l i d  as  t h e  s e l f - i n t e r e s t  a r g u m e n t  o f  t h e  p u b l i c  

a c c o u n t a n t ?

21 T h e  C M A  e x a m  is s p o n s o r e d  by  t h e  N a t i o n a l  A s s o c i a t i o n  of 
A c c o u n t a n t s  a n d  w a s  f i r s t  a d m i n i s t e r e d  in 1 9 7 2 .  T h e  17 1/2  h o u r  e x a m  
i n c l u d e s  f i v e  3 1/2 ho u r s e c t i o n s ;  (1) E c o n o m i c s  a n d  B u s i n e s s  
F i n a n c e ,  (2) O r g a n i z a t i o n  a n d  B e h a v i o r  I n c l u d i n g  E t h i c a l  
C o n s i d e r a t i o n s ,  (3) P u b l i c  R e p o r t i n g  S t a n d a r d s ,  A u d i t i n g ,  a n d  T a x e s ,  
(4) P e r i o d i c  R e p o r t i n g  fo r I n t e r n a l  a n d  E x t e r n a l  P u r p o s e s ,  a n d (5) 
D e c i s i o n  A n a l y s i s ,  I n c l u d i n g  M o d e l i n g  a n d  I n f o r m a t i o n  S y s t e m s .  T w o  
y e a r s  o f  m a n a g e m e n t  a c c o u n t i n g  w o r k  e x p e r i e n c e  m u s t  b e c o m p l e t e d  a n d  
s u c c e s s f u l  p a s s i n g  of the e x a m  is r e q u i r e d  to a t t a i n  the C M A  
d e s i g n a t i o n .

T h e  C I A  e x a m  is s p o n s o r e d  by  t h e  I n s t i t u t e  of I n t e r n a l  A u d i t o r s  
a n d  w a s  f i r s t  a d m i n i s t e r e d  in 1974. T h e  12 h o u r  e x a m  i n c l u d e s  f o u r  3 
h o u r  s e c t i o n s ;  (1) P r i n c i p l e s  o f  I n t e r n a l  A u d i t i n g ,  (2) I n t e r n a l  
A u d i t  T e c h n i q u e s ,  (3) P r i n c i p l e s  of M a n a g e m e n t ,  an d  (4) D i s c i p l i n e s  
R e l a t e d  to I n t e r n a l  A u d i t i n g .  T w o  y e a r s  of  i n t e r n a l  a u d i t  e x p e r i e n c e  
m u s t  b e c o m p l e t e d  a n d  s u c c e s s f u l  p a s s i n g  of th e e x a m  is r e q u i r e d  to 
a t t a i n  t h e  C I A  d e s i g n a t i o n .

In a d d i t i o n  to th e e x a m  a n d  e x p e r i e n c e  r e q u i r e m e n t s ,  b o t h  the 
C M A  a n d  C I A  c e r t i f i c a t e s  a l s o  r e q u i r e  a b a c c a l a u r e a t e  e d u c a t i o n .

T h e r e  a r e  s e v e r a l  o t h e r  p r o f e s s i o n a l  a c c o u n t i n g  d e s i g n a t i o n s  
i n c l u d i n g  C B A  ( C h a r t e r e d  B a n k  A u d i t o r ,  C D P  ( C e r t i f i c a t e  in D a t a  
P r o c e s s i n g ) , E n r o l l e d  A g e n t  (one e n r o l l e d  to p r a c t i c e  b e f o r e  the  
I R S ) , C F A  ( C h a r t e r e d  F . n a n c i a l  A n a l y s t ) , a n d  C I S A  ( C e r t i f i e d  
I n f o r m a t i o n  S y s t e m s  A u d i t o r ) . Se e  "An E v a l u a t i o n  of P r o f e s s i o n a l  
C e r t i f i c a t i o n  P r o g r a m s  in A c c o u t i n g "  b y  J. G u y  a n d  L. K i s t l e r  in t h e  
S e p t e m b e r  1 9 7 5  J o u r n al of  A c c o u n t a n c y  for a d d i t i o n a l  d i s c u s s i o n  of 
t h e s e  p r o g r a m s .



T h o u g h  s e l f - i n t e r e s t  m i g h t  h a v e  b e e n  t h e  o r i g i n a l  i m p e t u s  f o r  

p u b l i c  a c c o u n t a n c y  laws, t h e r e  d o e s  c u r r e n t l y  a p p e a r  to be  a 

c o n c e n s u s  t h a t  th e p u b l i c  i n t e r e s t  is s e r v e d  t h r c u j h  s u c h  l aw s.

S t a t e  A c c o u n t a n c y  H o a r d s  in s e v e r a l  s t a t e s  h a v e  b e e n  s u b j e c t e d  to 

s u n s e t  r e v i e w s  in r e c e n t  y e a r s  a n a  no s t a t e  h a s  e l i m i n a t e d  it s p u b l i c  

a c c o u n t a n c y  s t a t u t e .  As  th e  b o d y  of  a c c o u n t i n g  an d  a u d i t i n g  

k n o w l e d g e  h a s  e x p a n d e d  a n d  as  t h e  a c c o u n t i n g  p r o f e s s i o n  h a s  b e e n  

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

p u b l i c  a c c o u n t a n c y  p r o f e s s i o n  d o e s  a p p e a r  to be a v a l i d  p u b l i c  

i n t e r e s t .  T h e r e f o r e ,  th e e f f e c t  o f  a t w o - t i e r  c e r t i f i c a t i o n  s y s t e m  

on t h e  r e g u l a t i o n  p r o c e s s  p r o t e c t i n g  t h a t  p u b l i c  i n t e r e s t  m u s t  b e 

c o n s i d e r e d .  U n d e r  a t w o - t i e r  s y s t e m  t h e r e  e x i s t  tw o  d i f f e r e n t  g r o u p s  

of  a c c o u n t a n t s  w h o  p o s s e s s  e x a c t l y  th e s a m e  ti tl e,  b u t  w h o  a r e  n o t  

e l i g i b l e  to e n g a g e  in th e s a m e  a c c o u n t i n g  s e r v i c e s .  T h e  r e s u l t  m a y  

be th e  s u b s t i t u t i o n  o f  o n e  r e g u l a t i o n  i m p l e m e n t a t i o n  p r o b l e m  for 

a n o t h e r .

U n d e r  a t w o - t i e r  s y s t e m  the p r o b l e m  of  f a i r  i m p l e m e n t a t i o n  of  

t h e e x p e r i e n c e  r e q u i r e m e n t  w o u l d  b e e l i m i n a t e d  i n s o f a r  as t i e r  I 

c e r t i f i c a t i o n  is c o n c e r n e d .  H o w e v e r ,  u n d e r  the t w o - t i e r  s y s t e m s ,  

S t a t e  B o a r d s  h a v e  a n e w  p r o b l e m  i n s u r i n g  t h a t  tic:L I l i c e n s e e s  do  n o t  

e n g a g e  in s e r v i c e s  r e s t r i c t e d  to ti e r II l i c e n s e e s .  W h e n  C o n n e c t i c u t  

r e p e a l e d  it s t w o - t i e r  s y s t e m  in 19 03, this p r o b l e m  w a s  c i t e d  as a 

r e a s o n  for t h e  r e p e a l  m o v e m e n t .  In a M a r c h  17, 1983 l e g i s l a t i v e  

h e a r i n g  o n t he  r e p e a l  b i l l,  G e o r g e  V i e l y ,  P r e s i d e n t  o f the 

C o n n e c t i c u t  S o c i e t y  of C P A ' s  s t a t e d ,  "t he  c o n f u s i o n  a n d  d i f f i c u l t i e s  

of  p o l i c i n g  the  p r e s e n t  s y s t e m  h a v e  c o n v i n c e d  tlie B o a r d  of 

A c c o u n t a n c y  to c h a n g e  b a c k  to the s i n g l e  t i e r  s y s t e m  w h e r e b y  th e 

g r a n t i n g  of a c e r t i f i c a t e  an d  the l i c e n s i n g  to p r a c t i c e  use  the  s a m e



c r i t e r i a . " O t h e r  t w o - t i e r  s t a t e s  h a v e  s u g g e s t e d  s i m i l a r  p o l i c i n g  

p r o b l e m s .  T w o - t i e r  c e r t i f i c a t i o n  w a s  b r i e f l y  d i s c u s s e d  at  a J a n u a r y  

1934 * o i n t  A I C P . v  M A S B A  m e e t i n g  a n d  r e p r e s e n t a t i v e s  o f  t w o - t i e r  

s t a t e s ,  n o t a b l y  M i s s o u r i ,  v o i c e d  t h i s  ir.ple m e n t a t i o n  c o n c e r n .

A n o t h e r  c r i t i c i s m  of  th e t w o - t i e r  s y s t e m  is t he  a l l e g e d  

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

C o n n e c t i c u t  S t a t e  B o a r d  of A c c o u n t a n c y ,  s t a t e d  in t h e  s a m e  M a r c h  17, 

1983 r e p e a l  h e a r i n g ,  " t h e  p u b l i c  is c o n f u s e d  w h e n  t h e y  se e  a 

c e r t i f i c a t e  t h a t  s a y s  C e r t i f i e d  P u b l i c  A c c o u n t a n t  a n d  t he  p e r s o n  is 

not  l i c e n s e d  to p r a c t i c e . "  T h i s  c o n c e r n ,  h o w e v e r ,  m i g h t  be 

o v e r s t a t i n g  t h e  p u b l i c ' s  l e v e l  of u n d e r s t a n d i n g  r e g a r d i n g  t h e 

d i f f e r e n t  t y p e s  o f  a c c o u n t a n t s  w i t h o u t  a t w o - t i e r  s y s t e m .  K e v i n  

O ' B r i e n ,  an a t t o r n e y  in C o n n e c t i c u t ,  t e s t i f e a  in a M a r c h  10, 1981 

h e a r i n g  in w h i c h  the  C o n n e c t i c u t  l e g i s l a t u r e  w a s  c o n s i d e r i n g  t h e  b i l l  

w h i c h  e s t a b l i s h e d  its t w o - t i e r  s y s t e m ,  "I u n d e r s t a n d  the  p r o b l e m  y o u  

r a i s e d  r e g a r d i n g  h o w  d o e s  t h e  p u b l i c  k n o w  a b o u t  al l  this. I s u b m i t  

that I a s an a t t o r n e y  w h o ' s  b e e n  in b u s i n e s s  for s i x  y e a r s ,  h a v e  s o m e  

p r o b l e m  t e l l i n g  w h ^ t  a c c o u n t a n t s  a r e  now.  I h a v e  a g o o d  f r i e n d  w h o ' s  

a p u b l i c  a c c o u n t a n t .  W e l l ,  I d i d n ' t  k n o w  for  y e a r s  t h a t  he  w a s n ' t  a 

c e r t i f i e d  p u b l i c  a c c o u n t a n t .  A n d  he  d o e s  m y  ta xe s.  I d o n ' t  k n o w  

w h a t  the d i f f e r e n c e  is. A n d  I s u b m i t  th at  o n e  m o r e  l e v e l  i s n ' t  g o i n g  

to h u r t  p e o p l e  too  m u c h . "

C o n c l u s i o n

T h i s  p a p e r  h a s  a t t e m p t e d  to e x a m i n e  th e  q u a l i f i c a t i o n s  c r i t e r i a  

for c e r t i f i c a t i o n  of a c c o u n t a n t s .  G o o d  a r g u m e n t s  can be m a d e  for a n d  

a g a i n s t  a n y  e x p e r i e n c e  r e q u i r e m e n t  a n d  for a n d  a g a i n s t  t h e  t w o - t i e r  

c e r t i f i c a t i o n  s y s t e m  p r o p o s e d  ir. S e n a t e  Bi l l 318. T h i s  s e c t i o n  of 

the p a p e r  e x p r e s s e s  t h e o p i n i c n s  of the a u t h o r .  T h e  r e a d e r  s h o u l d  be



a w a r e  t h a t  t h o s e  o p i n i o n s  a r e  c l o u d e d  b y  th e  p e r s p e c t i v e  a n d  

s e l f - i n t e r e s t  o f  c n e  w h o  is c e r t i f i e d  in A l a s k a ,  w h o  d i d  w o r k  in 

p u b l i c  a c c o u n t i n g  to m e e t  t h e  e x p e r i e n c e  r e q u i r e m e n t ,  a n d  w h o  has 

s p e n t  t h e  l a s t  t e n  y e a r s  t e a c h i n g  a c c o u n t i n g  in A l a s k a .  T h e  r e a d e r  

s h o u l d  a l s o  be c a u t i o n e d  t h a t  th e  o p i n i o n s  e x p r e s s e d  a r e  s o l e l y  t h o s e  

o f  t h e  a u t h o r  a n d  do n o t  r e p r e s e n t  t h e  p o s i t i o n  o f  t h e  U n i v e r s i t y  of  

A l a s k a - F a i r b a n k s  or its A c c o u n t i n g  F a c u l t y .

E x p e r i e n c e  in p u b l i c  a c c o u n t i n g  is n e c e s s a r y  b e f o r e  an  

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

p r a c t i c e  p u b l i c  a c c o u n t i n g .  S t u d e n t s ,  u p o n  g r a d u a t i o n ,  g e n e r a l l y  a r e  

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

c l a s s r o o m  c a n  p r e p a r e  an i n d i v i d u a l  to p a s s  t h e C P A  e x a m ,  b u t  th e 

c l a s s r o o m  d o e s n ' t  d e v e l o p  t h e  p r o f e s s i o n a l  j u d g m e n t  a n d  p r o f i c i e n c y  

t h a t  th e p u b l i c  s h o u l d  e x p e c t  o f  a CPA. M a n y  s t u d e n t s  u p o n  

g r a d u a t i o n  h a v e  n e v e r  e x p e r i e n c e d  a real a c c o u n t i n g  s y s t e m .  W h i l e  

t h e  f i r s t  y e a r s  of  e m p l o y m e n t  in p u b l i c  a c c o u n t i n g  m a y  be  d e v o t e d  to 

f a i r l y  r o u t i n e  a c c o u n t i n g  a n d  a u d i t i n g  w o r k ,  t h o s e  y e a r s  e x p o s e  th e  

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

r e c e n t  h i r e  m a y  not be e x e r c i s i n g  a n y  a d m i n i s t r a t i v e  c o n t r o l  o v e r  

c l i e n t  e n g a g e m e n t s ,  he is l e a r n i n g  a b o u t  the v a r i o u s  f a c t o r s  t h a t  

m u s t  be c o n s i d e r e d  w h e n  he is p l a c e d  in s u c h  a c o n t r o l  p o s i t i o n .  I 

f a v o r  r e t e n t i o n  o f an e x p e r i e n c e  r e q u i r e m e n t  b e f o r e  an i n d i v i d u a l  ir 

c e r t i f i e d  to p r a c t i c e  p u b l i c  a c c o u n t i n g .

I a m  p e r s u a d e d  t h a t  the  C P A  c e r t i f i c a t e  d o e s  r e p r e s e n t  th e  

i n d i e a t o i  of a p r o f e s s i o n a l  a c c o u n t a n t  in o u r  s o c i e t y .  O t h e r  

p r o f e s s i o n a l  d e s i g n a t i o n s  ( s uch  as CMA) s h o u l d  be e q u a l l y  p r e s t i g i o u s  

b u t  at  t h e  p r e s e n t  ti m e t h e y  a r e  not so r e g a r d e d .  It is u n f a i r  to 

d e n y  the s y m b o l  of  a c c o u n t i n g  p r o f e s s i o n a l i s m  to p r i v a t e  a c c o u n t a n t s .



T h e r e f o r e ,  I d o  f a v o r  a t w o - t i e r  s y s t e m  w h i c h  w o u l d  a l l o w  t h e  p r i v a t e  

a c c o u n t a n t  to a t t a i n  th e C P A  d e s i g n a t i o n .  H o w e v e r ,  in m y  o p i n i o n ,  

p r o f e s s i o n a l i s m  of  t h e  p r i v a t e  a c c o u n t a n t  is as d e p e n d e n t  u p o n  

e x p e r i e n c e  as it is for t h e  p u b l i c  a c c o u n t a n t .  No a c c o u n t a n t  s h o u l d  

b e  d e s i g n a t e d  a s  a C P A  w i t h o u t  f i r s t  c o m p l e t i n g  an  e x p e r i e n c e  

r e q u i r e m e n t .

T h e r e f o r e ,  I f a v o r  a t w o - t i e r  s y s t e m ,  b u t  n o t  th e s y s t e m  

p r o p o s e d  in S e n a t e  B i l l  3 1 3 .  T h e  t i e r  I c e r t i f i c a t e  s h o u l d  be 

g r a n t e d  a f t e r  an  e x p e r i e n c e  q u a l i f i c a t i o n  h a s  b e e n  f u l f i l l e d ;  

h o w e v e r ,  t h a t  r e q u i r e m e n t  s h o u l d  be  s i m i l a r  to the T e x a s  

r e q u i r e m e n t .  (S ee  p a g e  1 7) . T h i s  w o u l d  a l l o w  p r i v a t e  a c c o u n t a n t s  in 

A l a s k a  to b e c o m e  c e r t i f i e d ,  b u t  o n l y  a f t e r  two or  t h r e e  y e a r s  of 

a c c o u n t i n g  e x p e r i e n c e  of a n o n - r o u t i n e  n a t u r e  w h i c h  r e q u i r e d  

i n d e p e n d e n t  j u d g m e n t  on  i m p o r t a n t  m a t t e r s .  T h e  t i e r  II l i c e n s e  to 

p r a c t i c e  p u b l i c  a c c o u n t i n g  s h o u l d  b e g r a n t e d  o n l y  a f t e r  two  or t h r e e  

y e a r s  o f p u b l i c  a c c o u n t i n g  e x p e r i e n c e  i n c l u d i n g  s o m e  t i m e  d e v o t e d  to 

a u d i t  p l a n n i n g  a n d  c o n t r o l .  S u c h  a t w o - t i e r  s y s t e m  w o u l d  i n s u r e  t h a t  

t h e  C P A  d e s i g n a t i o n  is o n l y  g r a n t e d  to i n d i v i d u a l s  w h o  h a d  d e v e l o p e d  

th e p r o f e s s i o n a l  j u d g m e n t  t h a t  c o m e s  f r o m  p r a c t i c a l  e x p e r i e n c e  a n d  

w o u l d  i n s u r e  t h a t  p r a c t i c i n g  p u b l i c  a c c o u n t a n t s  w o u l d  h a v e  e x p e r i e n c e  

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

A d d i t i o n a l l y ,  I b e l i e v e  a g o o d  c a s e  c a n  be m a l e  for r e q u i r i n g  an 

a p p l i c a n t  w i t h o u t  p u b l i c  a c c o u n t i n g  e x p e r i e n c e  to p a s s  t h e  C M A  o r  C I A  

e x a m .  (Se e f o o t n o t e  21). If th e  g r a n t i n g  of a C P A  c e r t i f i c a t e  to 

p r i v a t e  a c c o u n t a n t s  is to c e r t i f y  a c c o u n t i n g  p r o f e s s i o n a l i s m ,  it is 

r e a s o n a b l e  to e x p e c t  th e a p p l i c a n t  to p o s s e s s  t h e  t e c h n i c a l  k n o w l e d g e  

of  a p r i v a t e  a c c o u n t i n g  p r o f e s s i o n a l .  T h e  Cl'A a n d  C I A  e x a m s  r e q u i r e



T w o  a r e a s  of  s u c h  c o n f l i c t  a r e  t h e  l a c k  o f  a f i v e  y e a r  e d u c a t i o n

• r e q u i r e m e n t  a d v o c a t e d  by b o t h  N A S E A  a n d  t h e  A I C P A  a n d  t h e  l a c k  of a

p o s i t i v e  e n f o r c e m e n t  p r o g r a m ,  a d v o c a t e d  by  1’A S E A  b i t  n o t  by  the  

A I C P A , I w o u l d  p e r s o n a l l y  f a v o r  i n c l u s i o n  o f  a p o s i t i v e  e n f o r c e m e n t  

p r o g r a m  in a n y  r e v i s i o n  to A l a s k a ' s  S t a t u t e .

S e n a t e  B i l l  3 1 8  or  s o m e  s u b s t i t u t e  w o u l d  a f f e c t  e v e r y

p r o f e s s i o n a l  a c c o u n t a n t  in A l a s k a .  T h e  g e n e r a l  p u b l i c  w i l l  be

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

a t t e m p t e d  to d i s c u s s  s o m e  of  th e r e l e v a n t  i s s u e s .  I n t e r e s t e d  p a r t i e s  

a r e  e n c o u r a g e d  to e x p r e s s  t h e i r  o p i n i o n s  a n d  c o n c e r n s  to t h e  

l e g i s l a t u r e .

3 1 -----
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SENATOR
DON GILMAN

Juneau Ph. 
(907)465-4935 
(907)-'65-4529

j \ l a s k a  j & t a t c  ^ l e g i s l a t u r e

j§iate S e n a t e

HOME ADDRESS 
P.O. BOX 630 

KENAI, ALASKA 99611 
(907)283-4182

DURING SESSION 
POUCH V 

JUNEAU, ALASKA 99811

March 9, 198s

MEMORANDUM

To:  S e n a to r  R i c h a r d  E l i a s o n
Chairman, Sena te  Labor  

Si Commerce Commit tee

From: S e n a t o r  Don^Gilman
f-'

Would you p l e a s e  e n t e r  t h e  a t t a c h e d  l e t t e r  as t e s t im o n y  f o r  th e  hear ing  on 
SB 318, ’'An A c t  r e l a t i n g  to  the  p r a c t i c e  o f  p u b l i c  a c c o u n t i n g ;  and p r o v id in g  
f o r  an e f f e c t i v e  da te ."

Thank you .



N a t i o n a l  S o c i e t y  o f  P u b l i c  A c c o u n t a n t s1011) N. Fairfax Sircpf, A lexandria, Virginia 22314 (703) R4(J-R4tJ0

Office ot the Alaska State Director
John E. Baxter 
P O  Box 503 
Horner. Alaska 99603 
(9071 235-8643

Jan. 23, 1?BU

Boa rd  of G o v e r n o r s
P'esioent 
Hugo A. Tomchak
South Bend. Indiana

First Vico President 
nobart Grille
Palls Church, Virginia

Socond Vico President 
Frnnk C. Sanlos. Jr. 
flow Unaford, Massaenusoits

Sociolarv-Treasurrtr 
Vlncont J. McCarthy
St Luuis. Missouri

Governor. District I 
Lorenzo A. Ocllotlnur 
Lewiston. Mamu

Governor. District II 
Jonn A. Hat),ice 
Ljrotmont, New York

Governor. District III 
Jom nh VV Jankowski
■.• ivr>r Spring, Maryland

Governor. Oisinct IV 
J.m es N li. Hnlgroon
iti.MK Mounl.nn, Norm Carolina

Governor, Dislrict V 
Sol P. Povlo 
'■■Okio, Iliinu'S

Gevarnor, Dis'ect VI 
it Ci. "Jerry'' Owrns 
iJirmtngham, Alaoaoia

Govrrrnor. Distncl VII 
George W, Palchon 
Lmcoin, Nebraska

Governor, Dw ncl Vlll 
Thomas O, Harrell, Jr, 
Midland, Toxas

Governor. District IX 
lllchard L. Garlock
Porlljnd, Oirgon

Governor. Dillricl X 
t rank H. Carbon 
G.lb Lake Cily. Utah

Governor, Dislrict XI 
Waller T.Y. Leu
Honolulu. Hawaii

P.1st President 
Loins Mum.in
Virginia tleacn, Virginia

•’ rsl PniMdiinl 
Call C. Perry
'.iibaino. Louisiana

E fcciiliv t! Vicit P resident
*>«/inioy M. Moorman
•Viiu.mufM. Virginia

Senator 3ob Mulcahy 
Pouch V

Juneau, Alaska 99811 

Dear Bob,

Thanx you for your immediate response to our phone conversation of 
January 9, 1988 regarding SB 318.

To bring you up to date an tr why I am optosing portions of SB 318,

Years of experience in accounting 
Included in above experience: 

private industry 
self-employed accountant, all 

within Alaska 
Director-Alaska Society of Independent 

Accountants 
Alaska State Director-National Society of 

Public Accountants 

Accrediated in accounting by Accreditati' n 
Council for Accountants 

Accredited ir. taxation by Accreditation 
Council for Accountants 

Enrolled to practice before the I.R.S.

flow to SB 318 objections:

In Sec. 0 8 .0 J4 . $ 6 0  (pg 17) starting on line 5, line 1? and line 6  on 
page 1.0 , the phrase ",report expressing assurance on - financial statement 

based on a review of the statement, compilation report on a financial 
statement based on a compilation of the report".

Sec. 37 AS 03.0 I4 .620 (7 ) (page 20) starting on line Ifl "(B) review 
a financial .statement and issuo a report expressing assurance on
the statement; or (C) compile a financial .statement and issue a
ccmnilation report on the statement."

Sec. 0v3.0lj.630 (page 20) the phrasti 1 linns 2Ji and 25 and again 
on line 28 that states", or is about to engage,".

Sec. Jj3 AS 08.0Ji.680 (page 23) starting on line lJj, (7 ) (a), (B),
(C), tp) _ the entire section (7).

po3i tion:

25 + years

6 years

17+ years

)i years

IV years

6 4- years

2  + years
19+ years
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1010 N. Fairfax Street, A lexandria . Virginia 22314 (703) 549-0400

Office of the Alaska Stale Director
Jonn E  Baxter 
P.O. Box 503 
Homer. Alaska 99603 
(907) 235-S643

l oard of G o v e r n o r s
■esidonl
uqo A, Tomctiak
ju'.h Oontl. Indiana

r-.t Vico f’rosi'fent 
008rt Grills
ms Chinch. Virginia

•conq Vico Prcsitfenl 
•nnk C. Santos. Jr 
)w Uo-llord. MassJchusaltS

•crot.vy-Tronsuror 
ncont J. McCarthy
Louis, Missouri

ivnrnor, District I 
uonio A. Oollolleur
wiston, Mamo

ivoinor District II 
hn A Haoacs
rcnmonl. New fork

vnrnoi OiSlncf III 
•isoh W. Jankowski
for Spring, Maryland

vnme:. District IV
m ss N.E. Hnlgroon
ich Mountain, North Carolina

vo.nnr District V 
•I P. Povlo
omo. Illinois

vornor. District VI 
j. "Jorry" Ownns 
rninghnrn, Alnli.iina

iviiiniir Dislncl VII 
•orgo W. Pntchnn
icom Nntir.vika

ivnrnor, District VIII 
omn* O. Hnrroll, Jr.
,11.1 rid, Toxas

ivomor Dislncl IX 
:hnrd L. Garlock
'II.WI0, Orogon

vornnr, Dislncl X 
ink H. Carlton 
1 1  ako City, Dl ih

viirnor Dislncl XI 
Itor r.Y. Unu 
lohitu. Hawaii

I f'rnsidiint 
iis b'n inn 
iiniil. ali.li. Virginia

,t Prnsidnnt 
rl C  Perry
i.lino, Louisiana

■ciilivo Vice President
nloy H. Sltarm nn
•andnn. Virginia

The individual, and cumulative, effect of these phrases and sections 

is to:

1. Immediately create a drastic reduction in income, thus creating 
economic hardships.

2. Long term effect is to put myself, and many other independent 
accountants, completely ou of business.

3. Increase the cost of accounting to the small businessman to the 
extent that many would hire semi-skilled, or even unskilled, 
persons to try to keep their b o o k 3 ,  thus creating inaccurate records.

ll. Due to the high costs of accounting it would become extremely 
difficult for small businesses to have financial statements 
prepared, that would he acceptable to financial institutions, 
so that these businesses could acquire working capital, and/or 
capital Improvement, loans.

5. Creates, within Alaska, an absolute monopoly for the C.i .A.'s 
in the accounting industry.

6. In See. Of.0 )4.630 I feel, that the phrase "or is about to engage"
Is strictly a tool for harrassmont of the unlicensed accountant.
To mo it. says that, an unlicensed accountant could be taken to 
court for a "crii'ie" that has not occured.

7. Dec. )i3 Af> 08.OU.680(7) (a), to me, says that since I am not a 
licensed C.I'.A. or P.A, that I have no knowledge or skill in 

accounting. [ very strongly object to this statement as I have, 
and continue to, take educational courses to upgrade the quality 
of the work T do and to stay abreast of the continuing changes 
within the accounting industry.

0. If the changes in this bill are passed, as submitted, many of the 
independent unlicensed accountants will be nut out of business 
or have such reduced income that they will no loneer he able to 
meet their financial commitments..

Most, If not all, unlicensed accountants have made financial 
cofim.1 (.merits for either leaning equipment and offices or purchasing 
equipment and offices, not to mention personal, items suah as 
their home and auto. As you know financial institutions loaned 
these people money to acquire these items based rn the collateral 
of'fer»d and, more importantly, on their ability to repay the 
loans.
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)ard of G o v e r n o r s
siaent
gc A. Tomchak
jtn Bend. Indiana

;t Vico President 
Sort Grille
is Cnurcn. Virginia

:ond V,co President 
ink C. Santos. Jr.
w Uoalord. Massachusetts

rrotaryTreasurer 
icont J. McCarthy
Louis. Missouri

vernor. District I 
'onzo A. Bollcflour
vision. Mamo

vornor. District II 
in  A. Pannes
cnmont. now York

vernor, District III 
mph W. Jankowski
cur Soring. Maryland

vornor, Dislncl IV 
nns N.E. Holgroon
ck Mountain, North Carolina

vernor. District V 
I P. Povlo
ikio, Illinois

vernor. District VI 
3. "Jorry" Ownns
mingiinm, Alabama

vornor, Dislrict VII 
orgo W. Polchon
icoin. Nebraska

ivnmor. District VIII 
ornns O Hnrroll, Jr.
aland. Tunas

ivnrnor. Dislncl IX 
chnid L. Garlock
ril.ii.j, Oregon

vornor. Dislncl X 
ink H. Carlton 
it Lake Oily, Utah

vernor Dislrict XI 
■ Iter T.Y. Lou 
noluuj. Hawaii

•it President 
ins Mlrman 
jmia Uuach. Virginia

,1 Piesidont 
rl C. Perry
tamo. Louisiana

nctitive Vice PresiJenl 
inley H. Stonrrnnn
■aridna, Virginia

Ottice ot the Alaska State Director
John E. Baxter 
P.O. Bur 503 
Horner. Alaska SS603 
(907) 235-8543

The ability to repay is based primarily on currant financial 
statements and immediate past 2roars financial statements. Now 
the State of Alaska is trying to say that these people can no 
longer maintain, or increase, this lavel of income thus possibly 
causing defaults on their loans or leases. If these defaults 
should occur they, but not the cause, will be on that persons 
financial record thus effecting that persons financial capabilities 
for many years to come.

So my question is this, if the State of Alaska passes SB 318 
as submitted is it willing to payout the ,possibly, millions 
of dollars for the damages it has promulgated?

Bob, any help you can give us in deleting these monopolistic sections 
of SB 318 would be greatly appreciated. If there is anything el3c I can 
do to assist yon in this task please let me know immediately.

Would you, or your staff, please call me, collect, to keep me up to 
date on what is occuring with this bill?

R e s p e c t f u l l y ,

I'-

"John E. (.Jack) B a x t e r  

A l a s k a  S t a t e  D i r e c t o r  M . S . 1’.A.
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S U B J EC T:  P r a c t i c e  o f p u b l i c  a c c o u n t i n g
(D ra ft  S S S B  318)

TO: S e n a t o r  B e t t y e  F a h r e n k a m p

FROM: T a m a r a  B r a n d t  C o o k  , rUj/
D e p u t y  D i r e c t o r  
D i v i s i o n  of  L e g a l  S e r v i c e s

H e r e  is the s e c t i o n  b y  s e c t i o n  a n a l y s i s  tha t y o u  r e q u e s t e d  
f o r th e d r a f t  o f S S S B  318.

S e c t i o n  1 T h e  s e c t i o n  r e q u i r i n g  r e g u 1 a t i o n s  a d o p t e d  and 
p r o c e e d i n g s  h e l d  u n d e r  A S  08 .01  to be ,ione u n d e r  the A d m i n­
i s t r a t i v e  P r o c e d u r e  A c t  is m o d i f i e d  to i n d i c a t e  that o t h e r  
law  m a y  e x e m p t  a p a r t i c u l a r  p r o c e e d i n g .  A S  0 8. 01  a p p l i e s  tc 
the B o a r d  of  P u b l i c  A c c o u n t a n c y  a n d  u n d e r  s e c t i o n  26 of this 
dr af t,  h e a r i n g s  o f  that b o a r d  are no t s u b j e c t  to the APA. 
C o n s e q u e n t l y ,  the c h a n g e  to this s e c t i o n  is n e c e s s a r y .

S e c t i o n  2 T h e  t e r m i n a t i o n  d a t e  fo r t h e  B o a r d  of  Pu bl i c
A c c o u n t a n c y  is e x t e n d e d  to J u n e  30, 1986.

S e c t i o n  3 Six, r a t h e r  than five, m e m b e r s  of the b o a r d  mu st  
b e  c e r t i i i e d  p u b l i c  a c c o u n t a n t s  a n d  f o u r  o f  t h e m  m u s t  ha ve  
p e r m i t s  to p r a c t i c e  u n d e r  A S 08.04. T h e  b o a r d  n o w  has only
o n e  p u b l i c  m e m b e r ,  r a t h e r  tha n two.

S e c t i o n  4 T h e  r e q u i r e m e n t  th a t no b o a r d  m e m b e r  that has 
s e r v e d  two s u c c e s s i v e  c o m p l e t e  t e rm s m a y  be r e a p o i n t e d  unti] 
on e  y e a r  a f t e r  the e x p i r a t i o n  of the las t t e r m  has bee n 
d e l e t e d .

S e c t i o n  5 T h e  r e q u i r e m e n t  that v a c a n c i e s  on the b o a r d  be 
f i l l e d  w i t h i n  60 da ys  is del e te d.  T h e  r e q u i r e m e n t  that a 
m e m b e r  c o n t i n u e s  to s e rv e u n t i l  his s u c c e s s o r  f o r m a l l y  
a d v i s e s  the b o a r d  o f a c c e p t a n c e  of  a p p o i n t m e n t  and a p pe ar s 
at the n e x t  m e e t i n g  is d ele ted .

POUCH y STATE CAPITOt 
JUNEAU ALASKA I 

>0/ -I6S JBUO
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S e c t i o n  6 T h e  b o a r d  is r e q u i r e d  to e l e c t  a c h a i r m a n ,  r a t h e r  
th a n a p r e s i d i n g  of fi ce r . T h e  p r o v i s i o n  t h a t  on e  p e r r o n  
c o u l d  s e r v e  as s e c r e t a r y  and t r e a s u r e r  is d e l e t e d .

S e c t i o n  7 T h e  t ype s of r e g u l a t i o n s  t h a t  m a y  b e  a d o p t e d  by 
the b o a r d  ar e it em i z e d .

S e c t i o n  J} T h e  b o a r d  m u s t  s u b m i t  a n  a n n u a l  r e p o r t  to the 
g o v e r n o r  c o n t a i n i n g  s p e c i f i e d  i n f o r m a t i o n  tha t w i l l  be  m a d e  
a v a i l a b l e  to a n y  p e r s o n  on r e q u e s t .

S e c t i o n  9 A t  l e a s t  90 days b e f o r e  a d o p t i n g  a r e g u l a t i o n ,  
the  b o a r d  m u s t  m a i l  a copy of th e p r o p o s a l  to e a c h  p e r s o n  
c e r t i f i e d  u n d e r  A S  0 8. 04 w i t h  a r e q u e s t  t h a t  a d v i s o r y  c o m­
m e n t s  be  s u b m i t t e d  at least 45 d a y s  b e f o r e  the p r o p o s e d  
e f f e c t i v e  date.

S e c t i o n  10 R e q u i r e m e n t s  for a c e r t i f i c a t e  of  " c e r t i f i e d  
p u b l i c  a c c o u n t a n t "  ar e  set out.

S e c t i o n  11 T h e  b o a r d  m a y  w a i v e  the e d u c a t i o n a l  r e q u i r e m e n t  
tor a c e r t i f i c a t e  if it d e t e r m i n e s  tha t th e e d u c a t i o n a l  
q u a l i f i c a t i o n s  of  the a p p l i c a n t  ar e  a c c e p t a b l e .  T h e  r e a s o n  
fo r a n d  m e t h o d  b y w h i c h  the b o a r d  m a y  r e f u s e  a c e r t i f i c a t e  
for  la c k of g o o d  c h a r a c t e r  are c l a r i f i e d .

S e c t i o n  12 E x a m i n a t i o n s  are to be  h e l d  at l e a s t  t wic e each 
y ea r. R e q u i r e m e n t s  f o r e l i g i b i l i t y  to ta ke  the e x a m i n a t i o n  
a r e  set out.

S e c t i o n  13 T h e  a m o u n t  of an a p p l i c a t i o n  to ta k e an e x ­
a m i n a t i o n  is set by the board, r a t h e r  t h a n  b e i n g  $50.

S e c t i o n  14 A p p l i c a t i o n  for c e r t i f i c a t i o n  by a n o n r e s i d e n t  
c o n s t i t u t e s  the a p p o i n t m e n t  of the l i e u t e n a n t  g o v e r n o r  as 
a g e n t  fo r s e r v i c e  of p ro ce ss  in a n a c t i o n  a r i s i n g  ou t o f  the 
p r a c t i c e  o f p u b l i c  a c c o u n t i n g  in this s t a t e  b y  the n o n r e s i­
dent .

S e c t i o n  15 Q u a l i f i c a t i o n s  for a p e r m i t  to p r a c t i c e  p u b l i c  
a c c o u n t i n g  fo r an  i n d i v i du al , a p a r t n e r s h i p  an d a c o r p­
o r a t i o n  are set out.

S e c t i on 16 A  p e r s o n  w i t h  r c e r t i f i c a t e  f r o m  this or a n o t h e r  
s t a t e  m a y  u s e  the t i tl e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t " ,  e x­
cep t  th at  a p e r s o n  o f f e r i n g  f i n a n c i a l  s e r v i c e s  to the p u b l i c
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m a y  n o t  u s e  the t i t l e  un l es s t h e  p e r s o n  ha s a p e r m i t  to 
p r a c t i c e ,  e v e n  if h e  a c t u a l l y  h a s  a c e r t i f i c a t e .

S e c t i o n  17 A  p e r s o n  w i t h  a c e r t i f i c a t e  b e f o r e  th e e f f e c t i v e  
d a t e  of this A c t  doe s not h a v e  to o b t a i n  a n e w  one.

S e c t i o n  18 A  p a r t n e r s h i p  or c o r p o r a t i o n  e n g a g e d  in pu b li c 
a c c o u n t i n g  m u s t  r e g i s t e r  w i t h  the b o a r d  and m u s t  m e e t  
i t e m i z e d  r e q u i r e m e n t s .

S e c t i o n  19 T h e  b o a r d  m u s t  e s t a b l i s h  th e fee fo r  r e g i s t r a -  
t i o n  of p a r t n e r s h i p s  and  c o r p o r a t i o n s .

S e c t i o n  20 E a c h  o f f i c e  for t h e  p r a c t i c e  of p u b l i c  a c c o u n t -  
i n g  m u s t  be r e g i s t e r e d  b i e n n u i a l l y ,  r a t h e r  t h a n  ann ual ly .

S e c t i o n  21 T h e  b o a r d  shall e s t a b l i s h  a fee f o r  the reg is-  
t r a t i o n  of a n office.

S e c t i o n  22 T he  ti tle  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  m a y  not 
be u s e d  in c o n n e c t i o n  w i t h  an o f f i c e r  r e g i s t e r e d  u n d e r  AS 
0 3 .04  u n l e s s  it is u n d e r  the d i r e c t  s u p e r v i s i o n  of a pe r so n 
w i t h  a p e r m i t  to pra ct ice .

S e c t i o n  23 T h e  b o a r d ' s  a u t h o r i t y  to s u s p e n d  a ce rt if i c a t e ,  
p e r m i t ,  or r e g i s t r a t i o n  is l i m i t e d  so that the b o a r d  m a y  do 
so o n l y  fo r a p e r i o d  not to e x c e e d  two years. T h e g r ou n ds  
for s u s p e n s i o n s  ar e a l t e r e d  s o m e w h a t .

S e c t i o n  24 A h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  a d d e d  to 
the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the  regi: tration 
or p e r m i t  to p r a c t i c e  of a p a r t n e r s h i p  or c o r p o r a t i o n  that 
doe s n ot  m e e t  q u a l i f i c a t i o n s  f o r  r e g i s t r a t i o n .  U n d e r  
e x i s t i n g  lav; a h e a r i n g  is r e q u i r e d  u n d e r  the APA.

S e c t i o n  25 A  h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  a d d e d  to 
the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the r e g i s t r a t i o n  
a n d  p e r m i t  to p r a c t i c e  of a p a r t n e r s h i p  or c o r p o r a t i o n  for 
g r o u n d s  o t h e r  th a n th ose  set o u t  in the p r e v i o u s  section. 
U n d e r  e x i s t i n g  lav; a h e a r i n g  w o u l d  be h e l d  u n d e r  the APA.

S e c t i o n  26 A  p r o c e d u r e  for h e a r i n g s  b y  the b o a r d  is es tab - 
iished. T h e s e  h e a r i n g s  arc n o t  c o n d u c t e d  u n d e r  the ArA, as 
h e a r i n g s  of o t h e r  o c c u p a t i o n a l  b o a r d s  are. A  p e r s o n  a d­
v e r s e l y  a f f e c t e d  by an order o f  the b o a r d  a f t e r  a h e a r i n g  
m a y  p e t i t i o n  for  c o u r t  r e v i e w  w i t h i n  30 days. T h e  r e v i e w  
s h a l l  be  de n o v o  on the record. U p o n  t a k i n g  d i s c i p l i n a r y
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acti on,  the b o a r d  is r e q u i r e d  to n o t i f y  the b o a r d  of 
a c c o u n t a n c y  of  an y  o t h e r  s t a t e  the p e r s o n  h e l d s  a c e r t i f i­
cate, r e g i s t r a t i o n  or  p e r m i t  in.

S e c t i o n  27 A  p e r s o n  m a y  no t  u s e  th e t i t l e  " c e r t i f i e d  p u b l i c  
a c c o u n t a n t "  u n l e s s  h e  has a c e r t i f i c a t e ,  hu t he  n e e d  not  
h a v e  a p e r m i t  tc pra ct i ce .

S e c t i o n  28 A  p e r s o n  o f f e r i n g  f i n a n c i a l  s e r v i c e s  m a y  n ot  u s e  

the t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  e v e n  if h e  i s  

c e r t i f i e d  u n l e s s  he has  a p e r m i t  to p ra ct i c e .

S e c t i o n  29 A  p a r t n e r s h i p  or  c o r p o r a t i o n  m a y  not u s e  the 
t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  u n l e s s  it is r e g i s t e r e d  
a nd has a p e r m i t  to p r a c t i c e .  T h i s  is the sam e as e x i s t i n g  
law, but d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  s ect ion .

S e c t i o n  30 T h i s  is the same as e x i s t i n g  lav;, but d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  s ect ion .

S e c t i on 31 T h i s  is the same as e x i s t i n g  lav;, but d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  s ect ion .

S e c t i o n  32 T h i s  is the sa n e as e x i s t i n g  law, but d e l e l e s  a
r e f e r e n c e  to a r e p e a l e d  s e c t i o n  a n d  ad ds  a c r o s s - r e i e r e n e c
to the s e c t i o n s  p r o h i b i t i n g  a c e r t i f i e d  p e r s o n  f r o m  u s i n g  a 
t i t l e  if that p e r s o n  does n o t  h a v e  a p e r m i t  and  is o f f e r i n g  
f i n a n c i a l  se rv ice s.

S e c t i on 33 T h i s  is e s s e n t i a l l y  the s a m e  as e x i s t i n g  law, 
b u t  d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  secti on.

S e c t i o n  34 'this is e s s e n t i a l l y  the s a m e  as e x i s t i n g  law, 
b u t  d e l e t e s  a r e f e r e n c e  so a r e p e a l e d  secti on.

S e c t i o n  35 T h i s  is the same a.s e x i s t i n g  law, but: d e l e t e s  a 
r e r c r e n c e  to a r e p e a l e d  s ec tio n.

S e c tion 36 T h i s  is the same as e x i s t i n g  law, hut m i n o r
d r a f t i n g  c h a n g e s  ha v e b e e n  m a d e  Tor c o n s i s t e n c y  of w o r k
u s a g e .

S e c t i o n  37 P a r a g r a p h s  are a d d e d  to the s e c t i o n  i t e m i z i n g  
th i ng s that are n o t  p r o h i b i t e d  u n d e r  AS  08.04 r e l a t i n g  to’ 
d i s c l o s u r e  o f c o n f i d e n t i a l  i n f o r m a t i o n ,  u s e  o f  a title, and 
the o f f e r i n g  of f i n a n c i a l  s e r v i c e s  by  p e r s o n s  w i t h o u t  p e r­
mit s  to p r a c t i c e .



S e n a t o r  B e t t y e  F a h r e n k a m p
P a g e  5
M a r c h  30, 198A

S e c t i o n  38 T h e  s e c t i o n  on  i n j u n c t i o n s  is m a d e  a p p l i c a b l e  to 
v i o l a t i o n s  of the e n t i r e  c h a p te r,  r a t h e r  t h a n  to on ly  
c e r t a i n  sec tio ns .

S e c t i o n  39 V i o l a t i o n  of the c h a p t e r  is m a d e  a c las s A  m i s -  
d e m e a n o r .

S e c t i o n  AO T h i s  ha s b e e n  r e d r a f t e d  s l i g h t l y  for clari ty.

S e c t i o n  A1 T h i s  p e r m i t s  an a c c o u n t a n t ' s  w o r k i n g  p a p e r s  to 
be t r a n s f e r r e d  to the a c c o u n t a n t ' s  c o r p o r a t i o n ,  or the s u c­
ce s s o r  in i n t e r e s t  to the p a r t n e r s h i p  or c o r p o r a t i o n ,  as 
w e l l  as to the a c c o u n t a n t ' s  par tn er .

S e c t i o n  A2 A n  a c c o u n t a n t  is p r o h i b i t e d  f r o m  d i s c l o s i n g  c o n­
f i d e n t i a l  i n f o r m a t i o n  o b t a i n e d  in the c o u r s e  of  p e r f o r m i n g  
p u b l i c  a c c o u n t i n g ,  e x c e p t  in c e r t a i n  c i r c u m s t a n c e s .

S e c t i o n  A3 A d d i t i o n a l  d e f i n i t i o n s  are a d d e d  to AS 0 8 . 0A.

S e c t i o n  AA A  m e m b e r  of  the b o a r d  s e r v i n g  on the e f f e c t i v e  
da te  of this A c t  c o n t i n u e s  to s e r ve  u n t i l  the t e r m  e xp ir es.

S e c t i o n  A 5 C e r t a i n  p r o v i s i o n s  are  r e p e a l e d .

S e c t i o n  Aft T h e  A c t  L a kes  effect J a n u a r y  1, .1985.

TBC.-oib
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TO: S e n a t o r  Bil l  Ray, C h a i r  f j
S e n a t e  J u d i c i a r y  C o m m i t t e e  //

FROM: S e n a t o r  D i c k  E l i a s o n  ( / [ / '

RE: SB 360 - "An Act r e l a t i n g  to c h e c k i n g  r e c o u n t s "

DATE: A p r i l  18, 1984

T he S e n a t e  Labor and C o m m e r c e  C o m m i t t e e  r e c e n t l y  h e l d  two h e a r i n g s  on SB 

360 - "An Act re l a t i n g  to c he c k i n g  accounts". Tw o  d i s t i n c t  v e r s i o n s  of 

this l e g i s l a t i on  w e r e  c o n s i d e r e d  by the C o m m i tt e e .  In bot h  i n s t a n c es  the 

b a n k i n g  c o m m un i t y  oppos e d  s e c t i o ns  of SB 360. H o w e v e r ,  this doe s  not 

m e a n  the bank e rs  are a g a i n s t l e g i s l a t i o n  w h i c h  a d d r e s s e s  the p r o b l e m  of 

"bad c h e c k "  w r i ters. On the contrary, the A l a s k a  B a n k e r s  A s s o c i a t i o n  

s u p p or t s  the intent and o b j e c t i v e s  of this legislation.

The o r i g i n a l  v e r s i o n  of SB 360 w a s  b ased on l e g i s l a t i o n  e n a ct e d  by the 

S t a t e  of M i n n es o t a .  T h i s  v e r s i o n  r e qu i r e d  the b a n k s  to v e r i f y  an 

a p p l i c a n t ' s  fi nancial s t a b i l i t y  b e f o r e  a c h e c k i n g  a c c o u n t  c ou l d  be 

opened. As there Is no cent r a l  dat a  base w h e r e  an a p p l i c a n t ' s  f i n a n c i a l  

h i s t o r y  is recorded, r e p r e s e n t a t i v e s  from t>’e banks t e s t i f i ed  that it 

v Duld be v i r t u a l l y  impo s si b l e  to a c c u r a t e l y  and e f f i c i e n t l y  v e r i f y  the 

a p p l i c a n t ' s  in f o r m at i o n  b e f o r e  o p e n i n g  a c h e c k i n g  account.

The m a i n  o b j e c t i o n s  to a c o m m i t t e e  s u b s t i t u t e  d r a f t e d  by the S e n a t e  L a b o r  

and C o m m e r c e  C o m m i t t e e  c e nt e r e d  on the r e q u i r e m e n t  that a p hoto ID be a 

r e q u i r e m e n t  for o p e n i n g  a c h e c k i n g  acco u nt  and the s t i p u l a t i o n  that each

c heck i n d ic a t e  w h e n  the a c c o u n t  was opened. T e s t i m o n y  i n d i c a t e d  that the

a b s o l u t e  r e q u i r e me n t  for a p hoto ID ma y  be a p o t e n t i a l  h a r d s h i p  for bush 

area c u s t o m e r s  w h e r e  s ome p e o p l e  do not hav e  drivers' licenses.

The s t i p u l a t i o n  that banks print c h e c k s  i n d i c a t i n g  the date in w h i c h  the 

a ccou n t  w a s  e s t a b l i s h e d  w o u l d prove u n e n f o r c e a b l e  a c c o r d i n g  to a bank 

r e p r e s e n ta t i v e .  If a c u s t o m e r  o b j e c t s  s t r o n g l y  to this r e q u ir e m e n t ,  the 

c hecks couLd be p r i n t e d  by an y  p u b l i s h i n g  house.



In summary, in r e c o g n i t i o n  of the p r o b l e m  s t e m m i n g  f r o m  "bad check" 

w r i t e r s ,  I o f f e r  a c o m m i t t e e  s u b s t i t u t e  b a s e d  on l e g i s l a t i o n  r e ce n t l y  

e n a c t ed  b y  Ca li f o r n i a .  T h e  m a j o r  thrust of this v e r s i o n  is to increase 

the c i v i l  p e n a l t i e s  for w r i t i n g  a N S F  check.

T h e  v a r i o u s  v e r s i o n s  of SB 360 are a t t a c h e d  for y o u r  c o n si d e r a t i o n.



SECTIONAL ANALYSIS

a) B e f o r e  o p e n i n g  a c h e c k i n g  account, the a p p l i c a n t  m u s t  p r o v i d e  

i d e n t i f i a b l e  i n f o rm a t i o n ,  i n c l u d i n g  a d r i v e r ' s  l i c e n s e  or anoth e r  

i d e n t i f y i n g  d o c u m e n t  w h i c h  i n c lu d e s  the a p p l i c a n t ' s  ph o t og r a p h .

b) Th e  a p p l i c a n t  w h o  f a l s i f i e s  the i n f o r m a t i o n  is g u i l t y  of a class B 

m i s d e m e a n o r .

c) A  b a n k  m a y  n o t  a u t h o r i z e  the c h e c k i n g  a c c o u n t  if the a p p l i c a n t  cannot 

p r o v i d e  "p ho t o  ID". If the a p p l i c a n t  is a min o r ,  the p a re n t /  g u a r d i a n  

ca n  p r o v i d e  i d e n t i f i c a t i o n .

T h e  b a n k  can w a i v e  this r e q u i r e m e n t  if the a p p l i c a n t  h a s  h a d  a n o t h e r  type 

of a c c o u n t  w i t h  the b a n k  for at least a year.

d) T h e  b a n k  s hall p r in t  ch e c k s  i n d i c a t i n g  the m o n t h  and y e a r  the account 

was opened. If the a p p l i c a n t  ha d a c h e c k i n g  a c c o u n t  for 2 y e a r s or m o r e  

w i t h i n  5 y e a r s  of the dat e  of the n e w  request, the ban k  can print the 

m o n t h  and year  of the e a r l i e r  account.

e) T h e s e  r e q u i r em e n t s ,  except as pr o v i d e d  in (c) of this section, do not 

limit the b a n k ' s  d i s c r e t i o n  w h e t h e r  to grant or d eny the a p p l i cation.

S e c t i o n  0 6 . 5 5 . 0 2 0

a) A  p e r s o n  w h o  issues a bad c h e c k  and w h o  fails to pay the amount of 

the c h e c k  w i t h i n  30 days a fter r e c e i v i n g  a w r i t t e n  d e m a n d  for payment is 

liable for the am o un t  of the c h e c k  plus 3 times the c h e c k  value. Th e 

damages, exclusive, of the amount of the check, m a y  not be less than $100 

or m o r e  than $500.

b) T h e  c h ec k  is priina facie e v i d e n c e  if the p a y e e  r e co r d s  i d e n t i f y i n g  

i n f o r m a t i o n  on the c h e c k  and v e r i f i e s  the i n f o r m a t i o n  a g a i n s t  a p hoto ID.

S e c t i on  0 6 . 5 5 . 5 0 0

This s e c t i o n  l ists a v a r i e t y  of d e f in i t i o n s .  " F i n a n c i a l  i ns t i t u t i o n "  is 

d e f i n e d  as a "bank, s a v i n g s  and loan a s s o c i a t i o n ,  credit union, or o ther 

b u s i ne s s  a s s o c i a t i o n  a u t h o r i z e d  to o f f e r  t r a n s a c t i o n  a c c o u n t s  in the 

state.

S e c t i o n  1
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b o s c c l  o n  3  h e .
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D i s t r i b u t e d  B y  S e c r e t a r y  o f  t h e  S E N A T E  R o o m  2 3 1 ,  S t a t e  C a p i t o |  S t .  P a u l ,  2 9 6 - 2 3 4 3

S _ " .  No. 2 3 0  
C H A P T E R  N o .

2 2  5

1
2 r e l a t i n g  to c o m m e r c e ;  e s t a b l i s h i n g  s t a n d a r d s  a n d
3 p r o c e d u r e s  f o r  t h e  r e l e a s e  o f  f i n a n c i a l  i n f o r m a t i o n ;
4 e s t a b l i s h i n g  p r o c e d u r e s  f o r  o p e n i n g  c h e c k i n g  a c c o u n t s ;
5 p r o v i d i n g  f o r  c i v i l  l i a b i l i t y  fo r  i s s u a n c e  o f
6 d i s h o n o r e d  c h e c k s ;  c l a r i f y i n g  c o n c i l i a t i o n  c o u r t
7 j u r i s d i c t i o n  f o r  a c t i o n s  o n  d i s h o n o r e d  c h e c k s ;
8 r e q u i r i n g  r e l e a s e  o f  c e r t a i n  a c c o u n t  i n f o r m a t i o n  to
9 c h e c k  h o l d e r s  a n d  l a w  e n f o r c e m e n t  a u t h o r i t i e s ;

10 a m e n d i n g  M i n n e s o t a  S t a t u t e s  1982, s e c t i o n s  4 8 7 . 3 0 ,
11 s u b d i v i s i o n  4; 4 8 8 A . 1 2 ,  s u b d i v i s i o n  3; 4 8 3 A . 2 9 ,
12 • s u b d i v i s i o n  3; a n d  6 0 9 . 5 3 5 ;  p r o p o s i n g  n e w  la w  c o d e d  i n
13 M i n n e s o t a  S t a t u t e s ,  c h a p t e r s  43 a n d  332;  p r o p o s i n g  n e w
14 l a w  c o d e d  as M i n n e s o t a  S t a t u t e s ,  c h a p t e r  13A;
15 r e p e a l i n g  M i n n e s o t a  S t a t u t e s  1982, s e c t i o n  4 8 . 5 1 1 .

16

17 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  M I N N E S O T A :

18 S e c t i o n  1. [ 1 3 A .01] ( D E F I N I T I O N S . )

19 S u b d i v i s i o n  1. [ S C O P E . ]  F o r  th e p u r p o s e  o f  t h i s  c h a p t e r ,

20 t h e  f o l l o w i n g  t e r m s  h a v e  t h e  m e a n i n g s  g i v e n  them.

2 1  S u b d .  2. [ F I N A N C I A L  I N S T I T U T I O N . )  I'Finan cia l i n s t i t u t i o n "

22 m e a n s  a n y  o f f i c e  o f  a b a n k ,  s a v i n g s  b an k,  i n d u s t r i a l  l o a n

23 com pany,, t r u s t  c o m p a n y ,  s a v i n g s  a n d  loan, b u i l d i n g  a n d  loan,

2 4  c r e d i t  u n i o n ,  o r  c o n s u m e r  f i n a n c e  i n s t i t u t i o n ,  l o c a t e d  i n  th e

25 s t a t e .

2 6  S u b d .  3. ( F I N A N C I A L  R E C O R D . ) " F i n a n c i a l  r e c o r d "  m e a n s  a n

27 o r i g i n a l  of, a c o p y  of, o r  i n f o r m a t i o n  k n o w n  to h a v e  b e e n

28 d e r i v e d  fr om, a n y  r e c o r d  h e l d  b y  a f i n a n c i a l  i n s t i t u t i o n

29 p e r t a i n i n g  to a c u s t o m e r ' s  r e l a t i o n s h i p  w i t h  t h e f i n a n c i a l
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1 S u b d .  4. [ G O V E R N M E N T  A U T H O R I T Y . ] " G o v e r n m e n t  a u t h o r i t y "

2 m e a n s  a n y  a g e n c y  o r  d e p a r t m e n t  of t h e  s t a t e  o r  a l o c a l  u n i t  o f

3 g o v e r n m e n t ,  o r  a n y  o f f i c e r ,  e m p l o y e e ,  o r  a g e n t  o f  it.

4 S u b d .  5. [ C U S T O M E R . ]  " C u s t o m e r 1' m e a n s  a n y  n a t u r a l  p e r s o n

5 o r  a u t h o r i s e d  r e p r e s e n t a t i v e  o f  t h a t  p e r s o n  w h o  u t i l i s e d  o r  is

6 u t i l i s i n g  a n y  s e r v i c e  o f  a f i n a n c i a l  i n s t i t u t i o n ,  o r  f o r  w h o m  a

7 f i n a n c i a l  i n s t i t u t i o n  is a c t i n g  o r  h a s  a c t e d  a s  a f i d u c i a r y ,  in

8 r e l a t i o n  to  a n  a c c o u n t  m a i n t a i n e d  i n  t h e  p e r s o n ’s n a m e .

9 S u b d .  6 . [ L A W  E N F O R C E M E N T  I N Q U I R Y . ]  " L a w  e n f o r c e m e n t

10 - i n q u i r y "  m e a n s  a l a w f u l  i n v e s t i g a t i o n  o r  o f f i c i a l  p r o c e e d i n g

11 i n q u i r i n g  i n t o  a v i o l a t i o n  of, o r  f a i l u r e  to  c o m p l y  w i t h ,  a n y

12 c r i m i n a l  o r  c i v i l  s t a t u t e  o r  a n y  r u l e  o r  o r d e r  i s s u e d  p u r s u a n t

13 to  it.

14 Se c.  2. [ 1 3 A . 02)  ( A C C E S S  T O  F I N A N C I A L  R E C O R D S  B Y

15 G O V E R N M E N T  A U T H O R I T I E S  P R O H I B I T E D . ]

16 S u b d i v i s i o n  1. [ A C C E S S  B Y  G O V E R N M E N T . ]  E x c e p t  as

17 a u t h o r i z e d  b y  t h i s  c h a p t e r ,  n o  g o v e r n m e n t  a u t h o r i t y  m a y  h a v e

18 a c c e s s  to, o r  o b t a i n  c o p i e s  of, o r  t h e  i n f o r m a t i o n  c o n t a i n e d  in,

19 t h e  f i n a n c i a l  r e c o r d s  o f  a n y  c u s t o m e r  f r o m  a f i n a n c i a l

20 i n s t i t u t i o n  u n l e s s  t h e  f i n a n c i a l  r e c o r d s  a r e  r e a s o n a b l y

21 d e s c r i b e d  and:

22 (1) T h e  c u s t o m e r  h a s  a u t h o r i z e d  t h e  d i s c l o s u r e ;

23 (2) T h e  f i n a n c i a l  r e c o r d s  a r e  d i s c l o s e d  in  r e s p o n s e  to a

2 4  s e a r c h  w a r r a n t ;

25 (3) T h e  f i n a n c i a l  r e c o r d s  a r e  d i s c l o s e d  i n  r e s p o n s e  to a

26 j u d i c i a l  o r  a d m i n i s t r a t i v e  s u b p o e n a ;  o r

27 (4) T h e  f i n a n c i a l  r e c o r d s  a r e  d i s c l o s e d  p u r s u a n t  to s e c t i o n

28 6 0 9 . 5 3 5  o r  o t h e r  s t a t u t e  o r  r ul e.

29 S u b d .  2. [ R E L E A S E  P R O H I B I T E D . ]  N o  f i n a n c i a l  i n s t i t u t i o n ,

30 o r  o f f i c e r ,  e m p l o y e e ,  o r  a g e n t  o f  a f i n a n c i a l  i n s t i t u t i o n ,  m a y

31 p r o v i d e  to a n y  g o v e r n m e n t  a u t h o r i t y  a c c e s s  to, o r  c o p i e s  of, o r

32 t h e  i n f o r m a t i o n  c o n t a i n e d  in, t h e  f i n a n c i a l  r e c o r d s  o f  a n y

33 c u s t o m e r  e x c e p t  in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h i s

3 4  c h a p t e r .

35 N o t h i n g  in  t h i s  c h a p t e r  s h a l l  r e q u i r e  a f i n a n c i a l

v 36 i n s t i t u t i o n  to i n q u i r e  o r  d e t e r m i n e  t h a t  t h o s e  s e e k i n g
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1 d i s c l o s u r e  h a v e  d u l y  c o m p l i e d  w i t h  t h e  r e q u i r e m e n t s  o f  t h i s

2 c h a p t e r ,  p r o v i d e d  o n l y  t h a t  t h e  c u s t o m e r  a u t h o r i z a t i o n ,  s e a r c h

3 w a r r a n t ,  s u b p o e n a ,  o r  w r i t t e n  c e r t i f i c a t i o n  p u r s u a n t  to  s e c t i o n

4 6 0 9 . 5 3 5 ,  s u b d i v i s i o n  5, o r  o t h e r  s t a t u t e  o r  r ule , s e r v e d  o n  o r

5 d e l i v e r e d  to a f i n a n c i a l  i n s t i t u t i o n  s h o w s  c o m p l i a n c e  o n  i ts

6 face.

7 ' S u b d .  3. [ N O T I C E  T O  C U S T O M E R . )  W i t h i n  1 8 0  d a y s  a f t e r  a

8 g o v e r n m e n t  a u t h o r i t y  o b t a i n s  a c c e s s  to t h e  f i n a n c i a l  r e c o r d s  o f

9 a c u s t o m e r  p u r s u a n t  t o  a s e a r c h  w a r r a n t  o r  a j u d i c i a l  o r

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

11 a c t i o n  u n l e s s  a d e l a y  o f  n o t i c e  is o b t a i n e d  p u r s u a n t  to  s e c t i o n

12 3. T h e  n o t i c e  s h a l l  b e  s u f f i c i e n t  t o i n f o r m  t h e  c u s t o m e r  o f  t h e

13 n a m e  o f  t h e  g o v e r n m e n t  a u t h o r i t y  o r  g o v e r n m e n t  a u t h o r i t i e s

14  h a v i n g  h a d  a c c e s s  t o  t h e  r e c o r d s ,  t h e  f i n a n c i a l  r e c o r d s  t o w h i c h

15 a c c e s s  w a s  o b t a i n e d ,  a n d  t h e  p u r p o s e  o f  t h e  l a w  e n f o r c e m e n t

16 i n q u i r y ,  i n c l u d i n g  t r a n s f e r s  o f  f i n a n c i a l  r e c o r d s  m a d e  p u r s u a n t

17 to s u b d i v i s i o n  5. N o t i c e  m a y  b e  g i v e n  b y  p r o v i d i n g  th e  c u s t o m e r

18 w i t h  « c o p y  o f  t h e  s e a r c h  w a r r a n t  o r  s u b p o e n a .

19 • S u b d .  4. [ D U T Y  O F  F I N A N C I A L  I N S T I T U T I O N S . )  U p o n  r e c e i p t  o f

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

21 t h e  f i n a n c i a l  .•institution s h a l l ,  u n l e s s  o t h e r w i s e  p r o v i d e d  b y

22 law, p r o c e e d  t o  a s s e m b l e  t h e  r e c o r d s  r e q u e s t e d  w i t h i n  a

23 r e a s o n a b l e  t i m e  a n d  b e  p r e p a r e d  to d e l i v e r  the  r e c o r d s  to t h e

2 4  g o v e r n m e n t  a u t h o r i t y  u p o n  r e c e i p t  o f  th e  s e a r c h  w a r r a n t  o r

25  s u b p o e n a  r e q u i r e d  u n d e r  t h i s  s e c t i o n .

2 6  S u b d .  5. [ U S E  O F  I N F O R M A T I O N . ) F i n a n c i a l  r e c o r d s

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

28  to a n o t h e r  g o v e r n m e n t  a u t h o r i t y  p r o v i d e d  t h e  t r a n s f e r r e d  r e c o r d s

29 a r e  p e r t i n e n t  a n d  n e c e s s a r y  to t h e  r e c e i v i n g  a u t h o r i t y  in

30 i n i t i a t i n g ,  f u r t h e r i n g ,  o r  c o m p l e t i n g  a l a w  e n f o r c e m e n t  i n q u i r y .

31 W h e n  f i n a n c i a l  r e c o r d s  s u b j e c t  to t h i s  c h a p t e r  a r e

32 t r a n s f e r r e d  to a n o t h e r  g o v e r n m e n t  a u t h o r i t y ,  t h e  t r a n s f e r r i n g

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

3 4  t h e  f i n a n c i a l  r e c o r d s  t r a n s f e r r e d  i n t h e  n o t i c e  r e q u i r e d  b y

35 s u b d i v i s i o n  3 of t h i s  s e c t i o n  or, if t h e  t r a n s f e r  o c c u r s  a f t e r

v. 36 th e n o t i c e  h a s  b e e n  s e n t  to t h e  c u s t o m e r ,  t h e  t r a n s f e r r i n g
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1 a u t h o r i t y  s h a l l ,  u p o n  w r i t t e n  r e q u e s t  b y  t h e  c u s t o m e r ,  i n f o r m

2 t h e  c u s t o m e r  o f  t h e  n a m e  o f  t h e  g o v e r n m e n t  a u t h o r i t y  to w h i c h

3 t h e  f i n a n c i a l  r e c o r d s  w e r e  t r a n s f e r r e d .

4 S u b d .  6 . [ S T A T U S  O F  R E C O R D S . ]  A l l  f i n a n c i a l  r e c o r d s

5 o b t a i n e d  b y  a g o v e r n m e n t  a u t h o r i t y  p u r s u a n t  to  t h i s  s e c t i o n  a r e

6 s u b j e c t  to t h e  p r o v i s i o n s  o f  s e c t i o n  1 3 . 8 2 ,  s u b d i v i s i o n  5.

7 Se c . 3. [ 1 3 A . 0 3 ]  [ D E L A Y E D  N O T I C E . ]

8 S u b d i v i s i o n  1. [ A P P L I C A T I O N . ]  U p o n  a p p l i c a t i o n  o f  t h e

9 g o v e r n m e n t  a u t h o r i t y ,  a c u s t o m e r  n o t i c e  p u r s u a n t  t o s e c t i o n  2 ,

10 s u b d i v i s i o n  3, m a y  b e  d e l a y e d  b y  o r d e r  o f  a n  a p p r o p r i a t e  c o u r t

11 i f  t h e  j u d g e  f i n d s  th at:

12 (1) T h e  l a w  e n f o r c e m e n t  i n q u i r y  b e i n g  c o n d u c t e d  is w i t h i n

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

14  f i n a n c i a l  r e c o r d s ;

15 (2) T h e r e  i.c r e a s o n  to b e l i e v e  t h a t  t h e  r e c o r d s  b e i n g

16 s o u g h t  a r e  r e l e v a n t  to a l e g i t i m a t e  l a w  e n f o r c e m e n t  i n q u i r y ;  a n d

17 (3) T h e r e  is r e a s o n  to b e l i e v e  t h a t  t h e  n o t i c e  w i l l  r e s u l t

18 i n  (i) e n d a n g e r i n g  l i f e  o r  p h y s i c a l  s a f e t y  o f  a n y  p e r s o n ;  (ii)

19 f l i g h t  f r o m  p r o s e c u t i o n ;  ( ii i)  d e s t r u c t i o n  o f  o r  t a m p e r i n g  w i t h

20 e v i d e n c e ;  (iv) i n t i m i d a t i o n  o f  p o t e n t i a l  w i t n e s s e s ;  o r  (v)

21 o t h e r w i s e  s e r i o u s l y  j e o p a r d i s i n g  a n  i n v e s t i g a t i o n  o r  o f f i c i a l

22 p r o c e e d i n g  o r  u n d u l y  d e l a y i n g  a t r i a l  o r  o n g o i n g  o f f i c i a l

23 p r o c e e d i n g .

2 4  A n  a p p l i c a t i o n  f o r  d e l a y  m u s t  b e  m a d e  w i t h  r e a s o n a b l e

25 s p e c i f i c i t y .

26 'Subd. 2. [ O R D E R . ]  If t h e  c o u r t  m a k e s  t h e  f i n d i n g s  r e q u i r e d

27 i n  s u b d i v i s i o n  1, i t  s h a l l  e n t e r  a n  e x  p a r t e  o r d e r  g r a n t i n g  t h e

28 r e q u e s t e d  d e l a y  f o r  a p e r i o d  n o t  to e x c e e d  1 8 0  d a y s  a n d  a n  o r d e r

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

30  r e c o r d s  h a v e  b e e n  o b t a i n e d .  If t h e  c o u r t  f i n d s  t h a t  t h e r e  is

31 r e a s o n  to b e l i e v e  t h a t  t h e  n o t i c e  m a y  e n d a n g e r  t h e  l i f e  o r

32 p h y s i c a l  s a f e t y  o f  a n y  p e r s o n ,  t h e  c o u r t  m a y  s p e c i f y  t h a t  t h e

33 d e l a y  b e  i n d e f i n i t e .

3 4  E x t e n s i o n s  o f  t h e  d e l a y  o f  n o t i c e  o f  u p  to 90  d a y s  e a c h  m a y

35 b e  g r a n t e d  b y  t h e  c o u r t  u p o n  a p p l i c a t i o n .

36 S u e d .  3. [ N O T I C E . ] U p o n  e x p i r a t i o n  o f  t h e  p e r i o d  o f  d e l a y



2 w i t h  a c o p y  o f  th e  n o t i c e  r e q u i r e d  b y  s e c t i o n  2 , s u b d i v i s i o n  3.

3 Sec.  4. [ 1 3 A .04] [ E X C E P T I O N S . ]

4 S u b d i v i s i o n  1. [ S T A T U T O R Y  V I O L A T I O N S . ]  N o t h i n g  i n  t h i s

5 c h a n t e r  p r e c l u d e s  a n y  f i n a n c i a l  i n s t i t u t i o n ,  o r  a n y  o f f i c e r ,

6 e m p l o y e e ,  o r  a g e n t  o f  a f i n a n c i a l  i n s t i t u t i o n ,  f r o m  n o t i f y i n g  a

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

8 o r  a g e n t  h a s  i n f o r m a t i o n  w h i c h  m a y  b e  r e l e v a n t  to a p o s s i b l e

9 v i o l a t i o n  o f  a n y  s t a t u t e  o r  r u l e  a n d  p r o v i d i n g  a c c e s s  to

10 f i n a n c i a l  r e c o r d s  r e l e v a n t  t o  t h e  p o s s i b l e  v i o l a t i o n .

11 S u b d .  2. [ R E L E A S E  I N C I D E N T  T O  A N O T H E R  P R O C E E D I N G . ]  N o t h i n g

12 i n  t h i s  c h a p t e r  p r e c l u d e s  a f i n a n c i a l  i n s t i t u t i o n ,  as a n

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

14 b a n k r u p t c y ,  o r  otherv'.' ~e c o l l e c t i n g  o n a d e b t  owing, e i t h e r  to

15 t h e  f i n a n c i a l  i n s t i t u t i o n i t s e l f  o r  i n i t s  r o l e  a s  a f i d u c i a r y ,

16 f r o m  p r o v i d i n g  c o p i e s  o f a n y  f i n a n c i a l r e c o r d  to a n y  c o u r t  o r

17 • g o v e r n m e n t  a u t h o r i t y .

18 S u b d .  3. ( G O V E R N M E N T  A S S I S T A N C E  P R O G R A M S .] N o t h i n g  i n  t h i s

19 c h a p t e r  p r e c l u d e s  a f i n a n c i a l  i n s t i t u t i o n ,  as an  i n c i d e n t  to

20 p r o c e s s i n g  a n  a p p l i c a t i o n  f o r  a s s i s t a n c e  to a c u s t o m e r  in  t h e

21 f o r m  o f  a g o v e r n m e n t  loan, l o a n  g u a r a n t y ,  o r  l o a n  i n s u r a n c e

22 a g r e e m e n t ,  o r  as a n  i n c i d e n t  to p r o c e s s i n g  a d e f a u l t  or., o r

23 a d m i n i s t e r i n g  a g o v e r n m e n t  g u a r a n t e e d  o r - i n s u r e d  loan, f r o m

2 4  p r o v i d i n g  a c c e s s  to a n  a p p r o p r i a t e  g o v e r n m e n t  a u t h o r i t y  w i t h  a n y

25  f i n a n c i a l  r e c o r d  n e c e s s a r y  t o p e r m i t  t h e  a u t h o r i t y  to c a r r y  o u t

26  i t s  r e s p o n s i b i l i t i e s  u n d e r  a loan, l o a n  g u a r a n t y ,  o r  l o a n

2 7 i n s u r a n c e  a g r e e m e n t .

2 8  W h e n e v e r  a c u s t o m e r  a p p l i e s  f o r  p a r t i c i p a t i o n  in  a

29 g o v e r n m e n t  l oan , l o a n  g u a r a n t y ,  o r  l o a n  i n s u r a n c e  p r o g r a m ,  t h e

3 0 g o v e r n m e n t a u t h o r i  t y a d m i n i s t e r i n g  t h e  p r o g r a m s h a l l g i v e  t h e

31 c u s t o m e r  w r i t t e n  n o t i c e  o f  t h e  a u t h o r i t y ' s  a c c e s s  r i g h t s  u n d e r

32 t h i s  s u b d i v i s i o n .  N o f u r t h e r  n o t i f i c a t i o n  s h a 11 b e r e q u i r e d  f o r

33 s u b s e q u e n t a c c e s s  b y t h a t  a u t h o r i t y  d u r i n g  t h e t e r m o f  t h e  lo an ,

3 4  l o a n  g u a r a n t y ,  o r  l o a n  i n s u r a n c e  a g r e e m e n t .

25 F i n a n c i a l  r e c o r d s  o b t a i n e d  p u r s u a n t  to t h i s  s u b d i v i s i o n  m a y

* 3b b e  u s e d  o n l y  f o r  t h e  p u r p o s e  f o r  w h i c h  t h e y  w e r e  o r i g i n a l l y
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1 26

o b t a i n e d .

S u b d .  4. [ O T H E R  E X C E P T I O N S . ] N o t h i n g  i n  t h i s  c h a p t e r :

(a) P r o h i b i t s  t h e  d i s c l o s u r e  o f  a n y  f i n a n c i a l  r e c o r d s  o r  

i n f o r m a t i o n  w h i c h  is n o t  i d e n t i f i e d  w i t h  o r  i d e n t i f i a b l e  as 

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

c u s t o m e r ;

(b) P r o h i b i t s  e x a m i n a t i o n  b y  o r  d i s c l o s u r e  to t h e  

c o m m i s s i o n e r  o f  b a n k s  o f  f i n a n c i a l  r e c o r d s  o r  i n f o r m a t i o n  i n  t h e  

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

w i t h  r e s p e c t  t o  a f i n a n c i a l  i n s t i t u t i o n ;

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

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

p r o c e d u r e  i n  c o n n e c t i o n  w i t h  l i t i g a t i o n  tc• w h i c h  t h e  g o v e r n m e n t  

a u t h o r i t y  a n d  t h e  c u s t o m e r  a r e  p a r t i e s ;

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

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

i n v e s t i g a t i o n ,  e x a m i n a t i o n ,  o r  i n s p e c t i o n  d i r e c t e d  a t  t h e  

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

e n t i t y  w h i c h  is  n o t  a c u s t o m e r ;

(e) S h a l l  a p p l y  to a n y  s u b p o e n a  o r  c o u r t  o r d e r  i s s u e d  in 

c o n n e c t i o n  w i t h  p r o c e e d i n g s  b e f o r e  a g r a n d  j u ry ;

(f) S h a l l  a p p l y  to s u b p o e n a s  i s s u e d  i n  c i v i l  c a s e s  p u r s u a n t  

to  t h e  r u l e s  o f  c i v i l  p r o c e d u r e ;  o r

(g) S h a l l  a p p l y  w h e n  a g o v e r n m e n t  a u t h o r i t y  is s e e k i n g  o n l y  

t h e  n a m e ,  a d d r e s s ,  a c c o u n t  n u m b e r ,  a n d  t ^ p e  o f  a c c o u n t  o f  a n y  

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

f i n a n c i a l  t r a n s a c t i o n  o r  c l a s s  o f  f i n a n c i a l  t r a n s a c t i o n .

Sec.  5. [ 4 8 . 5 1 2 ]  ( P R O C E D U R E S  F O R  O P E N I N G  C H E C K I N G

A C C O U N T S . ]

S u b d i v i s i o n  1. [ D E F I N I T I O N S . ]  F o r  t h e  p u r p o s e  o f  t h i s  

s e c t i o n  t h e  f o l l o w i n g  t e r m s  h a v e  t h e  m e a n i n g s  g i v e n :

(a) " F i n a n c i a l  i n t e r m e d i a r y "  m e a n s  a n y  p e r s o n  d o i n g  

b u s i n e s s  i n  t h i s  s t a t e  w h o  o f f e r s  t r a n s a c t i o n  a c c o u n t s  to t h e  

p u b l i c .

(b) " T r a n s a c t i o n  a c c o u n t "  m e a n s  a d e p o s i t  o r  a c c o u n t  

e s t a b l i s h e d  a n d  m a i n t a i n e d  b y  a n a t u r a l  p e r s o n  o r  p e r s o n s  u n d e r



2 b u s i n e s s  p u r p o s e s ,  o n  w h i c h  t h e  d e p o s i t o r  o r  a c c o u n t  h o l d e r  is

3 p e r m i t t e d  to m a k e  w i t h d r a w a l s  b y  n e g o t i a b l e  o r  t r a n s f e r a b l e

4 i n s t r u m e n t s ,  p a y m e n t  o r d e r s  o f  w i t h d r a w a l ,  o r  o t h e r  s i m i l a r

5 d e v i c e  f o r  t h e  p u r p o s e  o f  m a k i n g  p a y m e n t s  o r  t r a n s f e r s  to t h i r d

6 p e r s o n s  o r  o t h e r s , i n c l u d i n g  d e m a n d  d e p o s i t s  o r a c c o u n t s  s u b j e c t

7 t o  c h e c k ,  d r a f t ,  n? g o t i a b l e  o r d e r  o f  w i t h d r a w a l , s h a r e  d r a f t ,  o r

3 o t h e r  s i m i l a r  i t e m . A  t r a n s a c t i o n  a c c o u n t  d o e s n o t  i n c l u d e  t h e

9 d e p o s i t  o r  a c c o u n t o f  a p a r t n e r s h i p  h a v i n g  m o r e t h a n  t h r e e

10 p a r t n e r s ,  t h e  p e r s o n a l  r e p r e s e n t a t i v e  o f  a n  e s t a t e ,  t h e  t r u s t e e

11 o f  a t r u s t  o r  a l i m i t e d  p a r t n e r s h i p .

12 S u b d .  2. [ R E Q U I R E D  I N F O R M A T I O N . ]  B e f o r e  o p e n i n g  o r

13 a u t h o r i z i n g  s i g n a t  / p o w e r  o v e r  a t r a n s a c t i o n  a c c o u n t ,  a

1 4 f i n a n c i a l  i n t e r m e d i a r y  s h a l l  r e q u i r e  o n e  a p p l i c a n t  to p r o v i d e

15 t h e  f o l l o w i n g  i n f o r m a t i o n  o n  a n  a p p l i c a t i o n  d o c u m e n t  s i g n e d  b y  
        \       -

16 t h e  a p p l i c a n t :

17 (a) f u l l  n a m e ;

13 (b) b i r t h  d a t e ;

19 (c) a d d r e s s  jf r e s i d e n c e ;

20 (d) a d d r e s s  o f  c u r r e n t  e m p l o y m e n t ,  i f  e m p l o y e d ;

21 (e) t e l e p h o n e  n u m b e r s  o f  r e s i d e n c e  a n d  p l a c e  o f  e m p l o y m e n t ,

22 i f  any;

23 (f) s o c i a l  s e c u r i t y  n u m b e r ;

2 4  (g) d r i v e r ' s  l i c e n s e  o r  i d e n t i f i c a t i o n  c a r d  n u m b e r  i s s u e d

25 p u r s u a n t  to s e c t i o n  1 7 1 . 0 7 .  If t h e  a p p l i c a n t  d o e s  n o t  h a v e  a

26 d r i v e r ' s  l i c e n s e  o r  i d e n t i f i c a t i o n  c a r d ,  t h e  a p p l i c a n t  m a y

27 p r o v i d e  a n  i d e n t i f i c a t i o n  d o c u m e n t  n u m b e r  i s s u e d  f o r

23  i d e r . c i f i c a t i o n  p u r p o s e s  b y  a n y  s t a t e ,  f e d e r a l ,  o r  f o r e i g n

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

30 f u U  n a m e ,  b i r t h  d a t e ,  a n d  s i g n a t u r e ;

31 . (h) w h e t h e r  t h e  a p p l i c a n t  h a s  h a d  a t r a n s a c t i o n  a c c o u n t  a t

32 t h e  s a m e  o r  a n o t h e r  f i n a n c i a l  i n t e r m e d i a r y  w i t h i n  12 m o n t h s

33 i m m e d i a t e l y  p r e c e d i n g  t h e  a p p l i c a t i o n ,  and, if so, t h e  n a m e  o f

3 4  t h e  f i n a n c i a l  i n t e r m e d i a r y ;

35 (i) w h e t h e r  t h e  a p p l i c a n t  h a s  h a d  a t r a n s a c t i o n  a c c o u n t



and, i f  so, t h e  r e a s o n  t h e  a c c o u n t  w a s  c l o s e d ;  a n d

3 ( 2 / w h e t h e r  t h e  a p p l i c a n t  h a s  b e e n  c o n v i c t e d  o f  a c r i m i n a l

4 o f f e n s e  b e c a u s e  o f  th e  u s e  o f  a c h e c k  o r  o t h e r  s i m i l a r  i t e m

5 w i t h i n  2 4  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  t h e  a p p l i c a t i o n .

6 A  f i n a n c i a l  i n t e r m e d i a r y  m a y  r e q u i r e  a n  a p p l i c a n t  to

7 d i s c l o s e  a d d i t i o n a l  i n f o r m a t i o n .

8 A n  a p p l i c a n t  w h o  m a k e s  a f a l s e  m a t e r i a l  s t a t e m e n t  t h a t  h e

9 d o e s  n o t  b e l i e v e  to b e  t r u e  i n  a n  a p p l i c a t i o n  d o c u m e n t  w i t h

10 r e s p e c t  t o  i n f o r m a t i o n  r e q u i r e d  to b e  p r o v i d e d  b y  t h i s

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

12 s h a l l  n o t i f y  t h e  a p p l i c a n t  o f  t h e  p r o v i s i o n s  o f  t h i s  p a r a g r a p h .

13 S u b d .  3. [ C O N F I R M  M O  I N V O L U N T A R Y  C L O S I N G . )  B e f o r e  o p e n i n g

14 o r  a u t h o r i s i n g  s i g n a t o r y  p o w e r  o v e r  a t r a n s a c t i o n  a c c o u n t ,  t h e

15 f i n a n c i a l  i n t e r m e d i a r y  s h a l l  a t t e m p t  to v e r i f y  t h e i n f o r m a t i o n

16 d i s c l o s e d  f o r  s u b d i v i s i o n  2, c l a u s e  (i). T h e  f i n a n c i a l

17 i n t e r m e d i a r y  m a y  n o t  o p e n  o r  a u t h o r i z e  s i g n a t o r y  p o w e r  o v e r  a

18 t r a n s a c t i o n  a c c o u n t  if (i) t h e  a p p l i c a n t  h a d  a t r a n s a c t i o n

19 a c c o u n t  c l o s e d  b y  a f i n a n c i a l  i n t e r m e d i a r y  w i t h o u t  h i s  c o n s e n t

20 b e c a u s e  o f  h i s  i s s u a n c e  o f  d i s h o n o r e d  c h e c k s  w i t h i n  12 m o n t h s

2 1  i m m e d i a t e l y  p r e c e d i n g  t h e  a p p l i c a t i o n ,  o r  (ii) t h e  a p p l i c a n t  h a s

22 b e e n  c o n v i c t e d  o f  a c r i m i n a l  o f f e n s e  b e c a u s e  of  t h e  u s e  o f  a

23 c h e c k  o r  o t h e r  s i m i l a r  i t e m  w i t h i n  2 4  m o n t h s  i m m e d i a t e l y

24  p r e c e d i n g  t h e  a p p l i c a t i o n .

25 If t h e  t r a n s a c t i o n  a c c o u n t  is r e f u s e d ,  t h e  r e a s o n s - f o r  t h e

25 r e f u s a l  s h a l l  b e  g i v e n  to t h e  a p p l i c a n t  i n  w r i t i n g .

27 S u b d .  4. ( I D E N T I F I C A T I O N  IS R E Q U I R E D . ) A  f i n a n c i a l

23 i n t e r m e d i a r y  s h a l l  n o t  o p e n  o r  a u t h o r i z e  s i g n a t o r y  p o w e r  o v e r  a

29 t r a n s a c t i o n  a c c o u n t  if n o n e  o f  t he  a p p l i c a n t s  p r o v i d e s  a

30 d r i v e r ' s  l i c e n s e ,  i d e n t i f i c a t i o n  c a r d ,  o r  i d e n t i f i c a t i o n

31 d o c u m e n t  as  r e q u i r e d  b y  s u b d i v i s i o n  2. 'When a m i n o r  is t h e

32 a p p l i c a n t  a n d  t h e  m i n o r  d o e s  n o t  h a v e  a d r i v e r ' s  l i c e n s e  o r

33 i d e n t i f i c a t i o n  c a r d  i s s u e d  p u r s u a n t  to s e c t i o n  1 7 1 . 0 7 ,  t h e

34 i d e n t i f i c a t i o n  r e c u i r e m e n t s  o f  s u b d i v i s i o n  2, c l a u s e  (g), a n d

35 t h i s  s u b d i v i s i o n  a r e  s a t i s f i e d  if t h e  m i n o r ' s  p a r e n t  o r  g u a r d i a n
>   “*   —  — —    • -  —  —    —  --------
36 p r o v i d e s  i d e n t i f i c a t i o n  o f  h i s  o w n  t h a t  m e e t s  t he  i d e n t i f i c a t i o n
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o f  a c c o u n t  w i t h  t h e  f i n a n c i a l  i n t e r m e d i a r y  f o r  at  l e a s t  o n e  y e a r

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

S u b d .  5. [ M O  L I A B I L I T Y . ]  T h e  r e q u i r e m e n t s  o f  t h i s  s e c t i o n

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

t r a n s a c t i o n  a c c o u n t s  or, e x c e p t  as p r o v i d e d  in  s u b d i v i s i o n s  3

a n d  4, l i m i t  a f i n a n c i a l  i n t e r m e d i a r y ' s  d i s c r e t i o n  as to w h e t h e r

t o  g r a n t  o r  d e n y  a n  a p p l i c a t i o n  s u b j e c t  to t h i s  s e c t i o n .

[W O R T H L E S S  C H E C K  C O L L E C T I O N S ]

Sec . 6 . [ 3 3 2 . 5 0 ]  [ C I V I L  L I A B I L I T Y  F O R  I S S U A N C E  O E

W O R T H L E S S  C H E C K . ]

S u b d i v i s i o n  1. [ D E F I N I T I O N S . ]  " C h e c k " m e a n s  a c h e c k ,

d r a f t ,  o r d e r  o f  w i t h d r a w a l ,  o r  s i m i l a r  n e g o t i a b l e  o r

n o n n e g o t i a b l e  i n s t r u m e n t .

" C r e d i t "  m e a n s  a n  a r r a n g e m e n t  o r  u n d e r s t a n d i n g  w i t h  th e

d r a w e e  f o r  t h e  p a y m e n t  o f  th e c h e c k .

S u b d .  2. ( A C T S  C O N S T I T U T I N G . ]  W h o e v e r i s s u e s  a n y  c h e c k

t h a t  is d i s h o n o r e d  a n d  is n o t  p a i d  w i t h i n  30 d a y s  a f t e r  m a i l i n g

a n o t i c e  o f  d i s h o n o r  a n d  a c o p y  o f  s e c t i o n s 6 a n d  6 0 9 . 5 3 5  in

c o m p l i a n c e  w i t h  s u b d i v i s i o n  3, is l i a b l e  to t h e  h o l d e r  f o r  t h e

a m o u n t  o f  t h e  c h e c k  p l u s  a c i v i l  p e n a l t y  o f u p  to $ 1 0 0 , i n t e r e s t

a t  t h e  r a t e  p a y a b l e  o n  j u d g m e n t s  p u r s u a n t  to s e c t i o n  5 4 9 . 0 9  o n

t h e  f a c e  a m o u n t  o f  t h e  c h e c k  f r o m  t h e  d a t e  o f  d i s h o n o r ,

r e a s o n a b l e  a t t o r n e y  f e e s  i f  th e  a m o u n t  o f  th e  c h e c k  is o v e r  

$ 1 , 2 5 0 ,  a n d  a s e r v i c e  c h a r g e  n o t  e x c e e d i n g  $1 5  if  w r i t t e n  n o t i c e  

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

p r e m i s e s  w h e n  the c h e c k  w a s  i s s u e d .

T h i s  s u b d i v i s i o n  p r e v a i l s  o v e r  a n y  p r o v i s i o n  o f  la w  

l i m i t i n g ,  p r o h i b i t i n g ,  o r  o t h e r w i s e  r e g u l a t i n g  s e r v i c e  c h a r g e s  

a u t h o r i s e d  b y  t h i s  s u b d i v i s i o n .

S u b d .  3. [ N O T I C E  O F  D I S H O N O R  R E Q U I R E D . ]  N o t i c e  o f  

n o n p a y m e n t  o r  d i s h o n o r  a n d  a c o p y  o f  s e c t i o n s  6 a n d  6 0 3 . 5 3 5  

s h a l l  b e  s e n t  b y  t h e  p a y e e  o r  h o l d e r  o f  t h e  c h e c x  to t h e  d r a w e r
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1 printed or written on the check. The issuance of a check with

2 a n  a d d r e s s  p r i n t e d  o r  w r i t t e n  o n  it is a r e p r e s e n t a t i o n  b y  th e

3 d r a w e r  t h a t  t h e  a d d r e s s  is t h e  c o r r e c t  a d d r e s s  f o r  r e c e i p t  o f

4 m a i l  c o n c e r n i n g  t h e  c h e c k .  F a i l u r e  o f  t h e  d r a w e r  to r e c e i v e  a

5 r e g u l a r  o r  c e r t i f i e d  m a i l  n o t i c e  s e n t  to  t h a t  a d d r e s s  is n o t  a

6 d e f e n s e  to  l i a b i l i t y  u n d e r  t h i s  s e c t i o n ,  i f  t h e  d r a w e r  h a s  h a d

7 a c t u a l  n o t i c e  f o r  3 0 d a y s  -that t h e  c h e c k  h a s  b e e n  d i s h o n o r e d .

3 A n  a f f i d a v i t  o f  s e r v i c e  b y  m a i l i n g  s h a l l  b e  r e t a i n e d  b y  t h e

9 p a y e e  o r  h o l d e r  o f  t h e  c h e c k .

10 S u e d .  4. [ P R O O F  O F  I D E N T I T Y . ] T h e  c h e c k  is p r i m a  f a c i e

11 e v i d e n c e  o f  t h e  i d e n t i t y  o f  t h e  d r a w e r  if  t h e  p e r s o n  r e c e i v i n g

12 t h e  c h e c k :

13 (a) r e c o r d s  t h e  f o l l o w i n g  i n f o r m a t i o n  a b o u t  t h e  d r a w e r  o n

1 4  t h e  c h e c k ,  u n l e s s  i t  is p r i n t e d  o n  t h e  f a c e  o f  t h e  c h e c k :

15 (1) n a m e ;

16 '(2 ) h o m e  o r  w o r k  a d d r e s s ;

17 (3) h o m e  o r  w o r k  t e l e p h o n e  n u m b e r ;  a n d

13 (4) i d e n t i f i c a t i o n  n u m b e r  i s s u e d  p u r s u a n t  to s e c t i o n  1 7 1 . 0 7 ;

19 (b) c o m p a r e s  t h e  d r a w e r ' s  p h y s i c a l  a p p e a r a n c e ,  s i g n a t u r e ,

20 a n d  t h e  p e r s o n a l  i n f o r m a t i o n  r e c o r d e d  o n  t h e  c h e c k  w i t h  t h e

21  d r a w e r ' s  i d e n t i f i c a t i o n  c a r d  i s s u e d  p u r s u a n t  to s e c t i o n  1 7 1 . 0 7 ;

22 a n d

23 (c) i n i t i a l s  t h e  c h e c k  to i n d i c a t e  c o m p l i a n c e  w i t h  t h e s e

2 4  r e q u i r e m e n t s .

25 S u b d .  5. ( D E F E N S E S . )  A n y  d e f e n s e  o t h e r w i s e  a v a i l a b l e  to

2 6  t h e d r a w e r  a l s o  a p p l i e s  to l i a b i l i t y  u n d e r  t h i s  s e c t i o n .

2 7  Sec.  7. M i n n e s o t a  S t a t u c e s  1932, s e c t i o n  4 3 7 . 3 0 ,

2 3  s u b d i v i s i o n  4, is a m e n d e d  to re ad:

29 S u b d .  4. ( J U R I S D I C T I O N ;  W O R T H L E S S  D I S H O N O R E D  C H E C K S . ) T h e

30  c o n c i l i a t i o n  c o u r t  h a s  j u r i s d i c t i o n  to d e t e r m i n e  a c i v i l  a c t i o n

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

32 a m o u n t  o f  a we i - . i a e s s  d i s h o n o r e d  c h e c k  i s s u e d  in  t h e  c o u n t y

33 w i e n i e  t h e  m e a n i n g  e i  s e e e i e n  S G 9 t 5 3 S ,  n e e w i e h a e a n d i n g  t h a e  e v e n

3 4  • t h o u g h  t h e  d e f e n d a n t  o r  d e f e n d a n t s  a r e  n o t  r e s i d e n t s  o f  t h e

35 c o u n t y  s r e v i d e d  t ha t,  i f  t h e  n o t i c e  of  n o n p a y m e n t  o r  d i s h o n o r

36 r e q u i r e d  'ey d e s c r i b e d  i n  s e c t i o n  5 0 9 . 5 3 5 ,  s u b d i v i s i o n  3, i s s e n t
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s c a l e s  t h a t  t h e  p a y e e  o r  h o l d e r  o f  t h e  c h e c k  er  e t h e r  © r d e r  ©f  

p a y m e n t  e i  m e  n a y  m a y  c o m m e n c e  a c o n c i l i a t i o n  c o u r t  a c t i o n  i n  t h e  

c o u n t y  w h e r e  t h e  w e r e h i e s s  d i s h o n o r e d  c h e c k  w a s  i s s u e d  to 

r e c o v e r  t h e  a m o u n t  o f  t h e  c h e c k .  T h i s  s u b d i v i s i o n  d o e s  n o t  

a p p l y  t o  a c h e c k  e r  e t h e r  e r d e r  f e r  p a y m e n t  e £  m e n e y  t h a t  h a s  

b e e n  d i s h o n o r e d  b y  a s t o p  p a y m e n t  o r d e r .  N o t w i t h s t a n d i n g  a n y  

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

a n y  a c t i o n  c o m m e n c e d  u n d e r  t h i s  s u b d i v i s i o n  m a y  b e  s e r v e d  

a n y w h e r e  w i t h i n  t h e  s t a t e  o f  M i n n e s o t a .  T h e  c o n c i l i a t i o n  c o u r t  

c l e r k  s h a l l  a t t a c h  a c o p y  o f  t h e  d i s h o n o r e d  c h e c k  e r  e t h e r  e r d e r  

f e r  p a y m e n t  & £  m e n e y  to t h e  s u m m o n s  b e f o r e  i t  is i s s u e d .

Sec . 3. M i n n e s o t a  S t a t u t e s  1982, s e c t i o n  4 3 8 A . 1 2 ,  

s u b d i v i s i o n  3, is  a m e n d e d  to r e a d:

S u b d .  3. [ J U R I S D I C T I O N . ]  (a) E x c e p t i n g  a c t i o n s  i n v o l v i n g  

t i t l e  to  r e a l  e s t a t e ,  t h e  c o u r t  h a s  j u r i s d i c t i o n  to h e a r ,  • 

c o n c i l i a t e ,  try, a n d  d e t e r m i n e  c i v i l  a c t i o n s  a t  l a w  w h e r e  th e  

a m o u n t  i n  c o n t r o v e r s y  d o e s  n o t  e x c e e d  t h e s u m  o f  $ 1 , 2 5 0 .  T h e  

t e r r i t o r i a l  j u r i s d i c t i o n  o f  th e c o u r t  is c o e x t e n s i v e  w i t h  the  

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

(b) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  elattse p a r a g r a p h  (a), 

o r  a n y  r u l e  o f  c o u r t  to t h e  c o n t r a r y ,  th e  c o n c i l i a t i o n  c o u r t  o f  

H e n n e p i n  c o u n t y  h a s  j u r i s d i c t i o n  to d e t e r m i n e  a n  a c t i o n  b r o u g h t  

p u r s u a n t  to s e c t i o n  5 0 4 . 2 0  f o r  t h e  r e c o v e r y  o f  a d e p o s i t  o n  

r e n t a l  p r o p e r t y  l o c a t e d  i n  w h o l e  o r  i n  p a r t  in H e n n e p i n  c o u n t y ,  

a n d  t h e  s u m m o n s  i n  t h e  a c t i o n  m a y  b e  s e r v e d  a n y w h e r e  w i t h i n  t h e  

s t a t e  o f  M i n n e s o t a .

(c) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  e l a u a e  p a r a g r a p h  (a), 

o r  a n y  r u l e  o f  c o u r t  to t h e  c o n t r a r y ,  t h e  c o n c i l i a t i o n  c o u r t  o f  

H e n n e p i n  c o u n t y  h a s  j u r i s d i c t i o n  to d e t e r m i n e  a c i v i l  a c t i o n  

c o m m e n c e d  b y  a p l a i n t i f f ,  a r e s i d e n t  o f  H e n n e p i n  c o u n t y ,  to 

r e c o v e r  t h e  a m o u n t  o f  a w o r t h l e s s  d i s h o n o r e d  c h e c k  i s s u e d  in  t h e  

c o u n t y  w i t h i n  t h e  m e a n i n g  e £ s e e t i e n  S G 9 - 5 3 5 ,  n o t w i t h s t a n d i n g  

t h a t  e v e n  t h o u g h  t h e  d e f e n d a n t  o r  d e f e n d a n t s  a r e  n o t  r e s i d e n t s  

o f  H e n n e p i n  c o u n t y  p r e v i s e d  t hat , if  t h e  n o t i c e  o f  n o n p a y m e n t  o r  

d i s h o n o r  r e p a i r e d  b y  d e s c r i b e d  in s e c t i o n  £ 0 9 . 5 3 5 ,  s u b d i v i s i o n


