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TARGET: LJHK SHRJ:

TO: SENATOR.? ELI'ASON. RODEY, MIJLCAHY, PETTYJOHN, SACKETT

FROM: MATT ZENCEY
3700 OREGON
ANCHORAGE_ 99503
I 274-0387 W 279-2511

RE. SB 316 INTEREST RATES

PLEASE OPPOSE SB 316 WHICH WOULD INCREASE INTEREST RATES WN
CONSUMER IJ3ANS AND DRIVE UP COSTS FOR SMALL BORROWERS.
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MSG 84-00041977 FRTY 1 05/04/84 10:36:16 GRIG: LA34 LN= 0003 QUT= 0047
FROM: FLORENCE IN ANCHORAGE f TO: POM - JUNEAU INFO
TARGET: LJHK SIJRJ: POM

TO: SENATORS ELIASON, MILCAHY, PETTYJOHN, RODEY AND SACKETT
FROM: RUTH SHERIDAN, 4704 KENAI, ANCHORAGE, AK 79508 <H) 333-1190
RE: RAISING INTEREST RATES ON LOANS AND CREDIT CARDS

| 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.
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m5/4/84, SHIRLEE ANC LI0O, 42267

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

FROM:  PAT BERKLEY
1861 EAST TUDOR ROAD, UNIT D-201
ANCHORAGE, A< 99507
563-7533

SUB,/: SENATE DILL 316

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

W+ XKXKn HXa*** *xx XH* *X* XXXXXXKXXX*XXXXXXX*@*X***X* mb XX*XXX**X* XX XXX



MSG 84-00041 . FRTY 1 05/04/84 17:18:50 GRIG: LFO1 IN- 0009 OUT= 0160

FROM: LYNDA/FBX TO: JNO INFO
TARGET: LJHK SUBJ: POM

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

FROM  CELIA HUNTER
SR BOX 20972
FBX, A< 99701
*479-2754

RE: SB27& 6 HB246, DEREG. OF INTEREST RATES
MSG; I STRONGLY OPPOSE SB276 6 MB246 WHICH UOWLD INCREASE CEILING ON

L
CREDIT CARDS AND LOANS. \WE ARE_ALRFADY SUFFERING FROM INFLATION, AND
THIS WOULD AGGRAVATE THIS SITUATION.



MSG 84-00042158 FRTY 1 05/04/84 14:18;|_20(§ GRIG: LAI8 IN= 0010 OUT= 0103

FROM: DAVE/ANC LIO

POM - JNO LIO

TARGET: LJHK SUBJ: ROM

TO:

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

FROM: JOYCE BAUER

RE:

2201 LAKE GEORGE DR
ANCHORAGE, AK 99504
333-1790

SB 3i6

MESSAGE: | OPPOSE SENATOR PAT RODEY1S SUBSTITUTE OILL SB 316 WHICH WOULD
\R/é'I'EEA-(El-Al\EIN(S:'FILIlI'NG ON BANK LOANS AND CREDIT CARDS FROM 14/. TO 19%. PLEASE
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ASHIRLEE ANC LIO, 5/1/34, 40627
1 to: Senator;eil™on
VFROM:  MAUREEN KENNEDf
<F<ES: 437 W 12TH)
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DEREGULATION.
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|S OPPOSED TO THE SUBCOMMITTEE SUBSTITUTION FOR-SB 316.
ALTHOUGH THE METHOD HAS .CHANGED, THE EFFECT WILL BE SIMILAR

- IN_FACT, WIN GRUENING SAID IN FEBRUARY,
V! CEILINGS WILL GIVE THE BANKERS SOMETHING NEW TO SHOGT FOR.

|F“THE HEARING IS RESCHEDULED, WE REQUEST THAT IT BE TELECONFERENCED.
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ALASKA STATE SENATE

PATRICK RODEY POUCH V
SENATOR JUNEALU. ALASKA 99311
(907) 4653793
(907) 465-3754

Analysis of Proposed CS for Senate Bill No. 316(Labor and Commerce)

"AN ACT RELATING TO INTEREST RATES"

Proposed CS SB 316(L&C) would amend two sections of existing law
relating to the maximum allowable interest rates on certain transactions.

Section 1; Amends language in Title 9, Code of Civil Procedure, to
correct an inequity in the treatment of landowners whose land 1is

taken for public use. The original language was enacted in 1962,

and has never been amended. The inequity relates to the differential
treatment accorded landowners whose land is taken by the State under

two eminent domain procedures. This change would provide for identical
rates of interest on judgements obtained from either a declaration of
taking, or a complaint for condemnation,. The 1inequity was noted by

the Supreme Court of the State of Alaska in State of Alaska v.

Alaska Continental Development Corporation and Alaska General Properties,
Inc., No. 2254, December 31, 1980. This specific amendment was recommended
by the Supreme Court.

Section 2: Amends language in Title 45, Trade Practices, to increase
the general usury ceiling from five points above the Fed discount rate
to ten points above the Fed discount rate. Presently, the discount rate
is 8.5 percent, so the effect of this change would be to increase the
maximum allowable interest rate from 13.5 percent to 18.5 percent, at
this time. Because the discount rate fluctuates up and down, this is a
floating rate and subject to frequent change.

This change in Section 2 also affects AS 06.45.060 (5) (A) (vi) , the usury
ceiling for credit unions, and AS 45.10.120(c), the usury ceilingfor
credit card unpaid balances 1inexcess of $1,000. For credit union loans,
this change would increase the maximum allowable interest rate fronm

15 percent to 18.5 percent, at this time. For credit card wunpaid
balances in excess of $1,000, the maximum allowable interest rate

would increase from 13.5 percent to 18.5 percent, at this time. There
would be no change in interest rate ceilings for unpaidcredit card
balances of less than $1.,

Section 3; Provides for an immediate effective date.

For your information, attached is acomparison of present interest rate
ceilings and interest rate ceilings as proposed by this bill.
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COMPARISON OF INTEREST RATE CEILINGS

Present Law CS SB 316 (L&C)

AS 6.20 Small Loan Companies:

* loans $1 - 850: 36% NO CHANGE
* loans 851 - 10,000: 24% - NO CHANGE
. * loans 10,001 - 25,000: deregulated NO CHANGE
* loans greater than $25,000: prohibited NO CHANGE

AS 6.40.120 Premium Financing;

* all agreements: 15% NO CHANGE

AS 6.45 State Credit Unions:

* all loans .15% 18. 5%

Federal Credit Unions:

* all loans 21% NO CHANGE

AS 9.55 Eminent Domain Judgements:

* under complaint for condemnation

(see AS 9.55.330): 10.5% NO CHANGE
* under declaration of taking
(see AS 9.55.440): 6% 10.5%

AS 45.10.120(b) Retail Installment Contracts:

* unpaid balances less

than $1,000: 10y NO CHANGE
* unpaid balances greater
than $1,000: 84 NO CHANGE

AS 45.10.120(c) Credit Cards:

* unpaid balances less

than $1,000: 18% NO CHANGE
* unpaid balances greater
than $1,000: 13.5% 18. 5%

AS 45.45 General Usury Law:

* no express agreement: 10.5% NO CHANGE
* loans less than $25,000: 13.5% 18.5%
* loans greater than $25,000: deregulated NO CHANGE
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Law currently specifies interest rate ~ceilings for the

Bank loans not exceeding $25,000. - AS 45.45.010(b)
This is a floating rate, five percentage points above the
annual discount rate charged by the 12th Federal Reserve.

Credit Unions - AS 06.45.060(5)(A)(vi). This 1is 15% a year
or the rate specified in AS 45.45.010(b).

Consumer Finance Companies, such as Household Finance -

AS 06.20.230(a). This is for loans not exceeding $10,000.

The interest rate is 3% a month, or 36% a year for amounts

not exceeding $850., and 2% a month, or 24% a year for amounts
not exceeding $10,000. The law also allows for loans not to
exceed $25,000., but such loans are not regulated.

Car dealers and furniture stores may enter into installment
contracts under AS 45.10.120(b). The Interest rate is five-
sixths of one percent a month, or 10% a year (5/6 X 12) for
amounts not exceeding $1000. For amounts exceeding $1070.,
the interest rate is two-thirds of one percent a month, or
8% a year PLUS 10% for the amount under $1000. Therefore,
car dealers and furniture stores can legally charge 18% a
year, or 1.5% a month.

Credit cards and consumer charge accounts - AS 45.10.120(c)
If the balance does not exceed $1000., the interest rate is
1.5% a month or 18% a year. For a balance over $1000., the
interest rate is one-twelfth of the annual rate allowed in
AS 45.45_.010(b), see 1) above.

Premium financing - AS 06.40.120(c). This is for large
businesses. The interest rate is 15% a year.

Eminent domain - AS 09.55.440(a). This is when the government
condeins someone®s property to widen a road, for example. The
interest rate paid the forced seller is 6% a year.

Everything else - AS 45.45.010(a). This general, non-specific
interest rate is 10.5% a year.



§ 45.45.010 Alaska Statutes Supplement 8§ 45.45.010

(b) In any other case involving consumer goods or any other collat-

eral, a secured party in possession may, after default, propose to retain
the collateral in satisfaction of the obligation. Written notice of the
proposal shall be sent to the debtor if the debtor has not signed after
default a statement renouncing or modifying the rights under this
subsection. In the case ofconsumer goods no other notice need be given.
In other cases notice shall be sent to any other secured party from
whom the secured party has received (before sending notice to the
debtor or before the debtor’s renunciation ofrights) written notice ofa

claim of an . 'res* >n the collateral. If the secured party receives
objection in a a person entitled to receive notification
within 21 dayt. . tice was sent, thesecuredpartymustdispo.se

of the collater >45.09.504. In the absence of this written

objection, the . - y may retain the collateral in satisfaction of
the debtor’s obi 9.505 ch 114 SLA 1962; am § 70 ch 16 SLA

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

receives objection” nnd ending "21 days
after the notice was sent” for "Ifthe 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-Inst senlonco,

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

8 45.45.010 Tkade and Commerce 8 45.45.010

principal amount exceeds $25,000 is exempt from the limitation ofthis
subsection.

(c) Repealed by § 3 ch 84 SLA 1973.

(d) Repealed by § 2 ch 94 SLA 1981.

(e) Repealed by § 4 ch 146 SLA 1974,

(f) No bank, creditunion, savings and loan institution, pension fund,
insurance company or mortgage company may require or accept any
percent of ownership or profits above its interest rate. This subsection
doesnotapply toaloan ifthe principal amountofthe loan is $1,000,000
eor more and the term of the loan is five years or more.

(9) Loan contracts and commitments covering one- to four-family
dwellings may be prepaid without penalty, except federally insured
loans that require a prepayment penalty.

(h) Ifthe limitations on interest rates provided for in this section are
inconsistent with the provisions of any other statute covering maxi-
mum interest, service charges or discount rates then the provisions of
the other statute prevail. (§ 25-1-1 ACLA 1949; am § 20 ch 143 SLA
1968; am § 2 ch 69 SLA 1969; am 88 1, 2ch 94 SLA 1969; am 8§ 1,2
ch 239 SLA 1970; am 1— 3ch84SLA 1973; am 8§ 1— 4 ch 146
SLA 1974;am S 1ch 110 SLA 1976; am 8 1ch 159 SLA 1976;a :§ 2
ch, " SLA 1980; am 88 1,2ch 94 SLA 1981;am § 1ch 56 SLA 1982)

language beginning "If the secured party

Chapter 45. Trade Practices.

Article
1 Interest (IS 45.45.010)

Article 1. Interest.

Section
10. Legal rate of interest

|
Sec. 45.45.010. Legal rate of interest, (a) The rate of interest in.

the state is 10.5 percent a year nnd no more on money after it is due
except as provided in (b) of this section.

(b) No interest may be charged by express agreement of the parties
in ncontract or loan commitment which is more than five percentage
points above the annual rate charged member banks for advances by
the 12th Federal Reserve District on the day on which the contract or
loan commitmentis made. A contractor loan commitmentin which the

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 ofthe month preceding the
commencement of each calendar quarter
required for the maximum interest rate
computation under < 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 1\2d
901 (1982).

Rate set forth in subsection (a) is not the



Sec. 06.45.030. Approval ofarticles ofincorporation and issu-
ance of certificate of authority, (a) The articles of incorporation
shall be presented to the commissioner for approval. Before the certif-
icate ofauthority is issued, the commissioner shall determine

(1) whether the articles ofincorporation and bylaws conform to the
provisions ofAS 06.45.010 — 06.45.400 and to regulations of the com-
missioner;

(2) the general character and fitness of the subscribers; and

(3) the economic advisability of establishing the proposed credit
union.

(b) A certificate ofauthority shall be delivered by the commissioner
to the credit union if the required fee has been paid. On issuance of the
certificate of authority, the credit union is a body corporate and is
subject to the limitations of AS 06.45.010 — 06.45.400, and is vested
with all ofthe powers and charged with all of the liabilities conferred
and imposed by AS 06.45.010 — 06.45.400 upon credit unions orga-
nized under it. (§ 2 ch 47 SLA 1980)

Sec. 06.45.040. Fees, (a) The commissioner shall assess a credit
union a fee for his expensesunder AS 06.01.010 in processing an appli-
cation

(1) for approval ofarticles of incorporation and bylaws and the issu-
ance of a certificate of authority for a credit union;

(2) for the approval ofa branch ofa credit union;

(3) for a merger or conversion of a credit union; or

(4) for an examination under AS 06.45.050.

(b) Failure ofa credit union to pay a fee required by m)(2), (3), or (4)
of this section within 30 days of receipt of billing from the commis-

sioneris grounds for the revocation of the certificate ofauthority ofthe
credit union. (8 2 ch 47 SLA 1980)

Sec. 06.45.050. Reports and examinations. A credit union orga-
nized under AS 06.45.010 — 06.45.400 is under the supervision of the
commissioner and shall make an annual financial report to the com-
missioner nnd shall mnke other financial reports required by regu-
lations adopted by the commissioner. A credit union is subject to
examination by the commissioner. (§ 2 ch 47 SLA 1980)

Sec. 06.45060. Powers ofacredit union. A creditunion has suc-
cession in its corporate name during its existence and may

(1) enter into a contract;

(2) sue and be sued;

(3) adopt, use, and alter a common seal;

(4) purchase, hold, and dispose r-f property;

(5) make loans, the maturities of which may not exceed 12 years
except as provided in AS 06.45.010 — 06.45.400, and extend lines of
credit to its members, to other credit unions, and to credit union orga-
nizations and participate with other credit unions, credit union orga-

nizations, or financial organizations in making loans to credit union
members in accordance with the following:

(A) loans to members shall be made in conformity with regulations
adopted by the commissioner, except that

(i) aresidential real estate loan which is made to finance the acqui-
sition ofa one-to-four-family dwelling for the principal residence of a
credit union member which is secured by a first lien on the dwelling
may have a maturky not exceeding 30 years;

(ii) aloan to finance the purchase ofa mobile home, wbkh is secured
by a first lien on the mobile home, to be used as the residence ofa credit
union member, or for the repair, alteration, or improvement of a resi-
dential dwelling which is the residence ofa credit union member shall
have a maturity not to exceed 15 years unless the loan is insured or
guaranteed under (iii) of this subparagraph;

(iii) a loan secured by the insurance or guarantee of the federal
government, ofa state government, or an agency ofeither may be made
for the maturity and under the terms and conditions specified in the
law under which the insurance or guarantee is provided;

(iv) a loan or aggregate of loans to a director or member of (he
supervisory or credit committee of the credit union making the loan
which exceeds $5,000 plus pledged shares shall be approved by the
board of directors;

(v) loans to other members for which directors or members of the
supervisory or credit committee act as guarantor or endorser shall be
approved by the board of directors when the loans standing alone or
when added to an outstanding loan or loans of the guarantor or
endorser exceed $5,000; d

(vi) the rate of interest may not exceed the greater of 15 percent a
year or the rate specified as AS 45.45.010(b);

(vii) the taking, receiving, reserving, orcharging ofa rate ofinterest
greater than is allowed by this subsection, when knowingly done, is
considered a forfeiture of the entire interest which the note, bill, or
other evidence of debt carries with it, or which has been agreed to be
paid on the note, bill, or other evidence of debt; if a greater rate of
interest has been paid, the person by whom it has been paid or his legal
representatives may recover back from the credit union taking or
receiving it the entire amount ofinterest paid, but the action must be
commenced within two years from the time the usurious collection was
made;

(viii) a borrower may repay a loan before maturity in whole or in
part on any business day without penalty;

(ix) loans shall be paid or amortized under regulations adopted by
the commissioner which consider the needs or conditions of the
borrowers, the amounts and duration of the loans, tin* interests of the
members and the credit union, and other factors established in regu-

lations adopted by the commissioner;

37



— —-".nwof-aiiarDciiriwiMi or otnerwise dispose of real property or
interest therein;

(8) may exercise the powers of a bank granted under the Alaska
Banking Code (AS 06.05.005 — 06.05.545); and
(9) may convert from a mutual bank to a capital stock bank under

a plan approved by the department. (8 15 ach 132 SLA 1960; am § 3
ch 47 SLA 1980)

Effect of amendments. — The 1980
amendment added paragraphs (8) and (9).

Chapter 20.A1aska Small Loans Act.

Section Section
10. License required 285. Open-end loans
200. Advertising of misleading state- 287, Credit insurance on open-end loans
ments prohibited 290. Purchase ofwages for $25,000 or less

230. Maximum interest permitted
250. Computation and payment of inter-

est .
o 310. Illegal interest rate
260. Charges prohibited . 320. Civil and criminal penalties
270. Requirements for making and pay- 330 Exemptions

meht of loar. : . 900. Definitions
280. Maximum charge by licensee

300. Maximum charges by nonlicensee on
loans

Sec. 06.20.010. License required. A person .nay notengage in the
business ofmaking loans of money, credit, goods, or things in action in
the amount or of the value of $25,000 or less and charge, contract for,
or receive on the loan a greater rate of interest, discount, or con-
sideration than the lender would be permitted hy law to charge if he
were not a licensee under AS 06.20.010 — 06.20.920, exceptas autho-
rized by AS 06.20.010 — 06.20.920 and withoutfirstobtaining alicense
from the department. (8§ 2ch 73 SLA 1955;am $ 5¢ch 94 SLA 1969; am
§ 23ch 218 SLA 1976;am § 1ch 71 SLA 1978;am § 1ch 63 SLA 1980)

Effect of amendments. — The 1980  fur "$5,000," and inserted "not" following
amendment substituted "A" fut "No" at  "A person may" nenr the beginning of the
the beginning of the section nnd "$25,000"  section.

Sec. 06.20.200. Advertising of misleading statements
prohibited, (a) A person may not advertise, print, display, publish,
distr.hute, or broadcast or muse or permit to be advertised, printed,
displayed, published, distributed, or broadcast, in any manner any
statement or representation with regard to the rates, terms, or condi-
tions for the lending of money, credit, goods, or things in action in the
amount orofthe value 0f$25,000 or less, which is fal°e, misleading, or
deceptive. The department may order any licensee to desist from any
conduct which it finds to he in violation of this section.

(b) The department may require rates ofcharge stated by a licensee
to be stated fully nnd clearly in the manner considered necessary to

prevent misunderstanding by prospective borrowers. (§ 13 ch 73 SLA
1955; am § 5ch 94 SLA 1969; am § 6 ch 71 SLA 1978; am § 2 ch 63

SLA 1980)

Effect of amendments. — The 1980 the end ofthe first sentence, and inserted

amen.-' nent, in subsection (a), substituted  not" following "A person may" near the
“A" fo. "No" at the beginning of the sub- Peginning of the subsection.
section, and "$25,000" for "$5,000" near

Sec. 06.20.230. Maximum interest permitted, (a) A licensee may
lend any sum ofmoney notexceeding $25,000 and may charge, contract
for, and receive on the loan interest at a rate not exceeding three
percent a month on that part of the unpaid principal balance of a loan
not in excess of $850; two percent a month on the unpaid principal
balance exceeding $850 butnotexceeding $10,000; and at a rate agreed
by contract on the remainder of any unpaid principal balance
exceeding $10,000 but not exceeding $25,000.

(b) Notwithstanding the provisions of (a) of this section, a licensee
v/ho makes open-end loans under this chanter may charge, contract for.
and receive interest at a rate not exceeding rhree percent a month on
thatpartofthe unpaid principal balance ofa loar, not in excessof$850;
two percent a month on the unpa'd principal balance exceeding $850
but not exceeding $10,000; and at a rate agreed by contract on the
remainder of any unpaid principal balance exceeding $10,000 but not
exceeding $25,000.

(c) Interest on loans under (h) of this section shall he computed
according to the actuarinl method on the entire unpaid principal bal-
ance ns determined in AS 06.20.285(b). (8 16(a) ch 73 SLA 1955; am
§ 5ch 94 SLA 1969; am § 7 ch 71 SLA 1978; am § 2 ch 84 SLA 1979;
am § 3 ch 63 SLA 1980; am 88 1,2 ch 99 SLA 1982)

Effect of amendments. — The 1979 Percent a month" and deleted "remainder
amendment added subsection Oil. of nny" preceding “"unpaid principal
bal di 850," iiiui deleted th

The 1980 amendment, in subsection (a), alance exceeding $ i de’ete ¢

. " " " w227 former second sentence, which read "On
s_ubstltuteq $25’(.)00 lor "$5,000" twice; loans the principal of which is $50 or less a
in subsection (b), inserted "or who makes n

N . licensee may charge, con!met mid receive
loan under this c_hapter exce(?‘dlng $5;,000 interestat ayrate ngtexceeding live percent
but not exceeding $25,000" nnd _the a month." In subsection (hi, the
greater of, restrgctured the subsection amendment substituted the language
Into the present introductory paragrlal\prl beginning "may charge, contract for, and
nnd paragraphs (1) and (2), added "or

following "a month” in paragraph (1) receive interest" and ending "at a rale
- ! dh tract on th inder id
added the provisions of paragraph (2); agreec Ny contract on ihe remainder 10 any

desi d  th - bedinni unpaid principal balance exceeding
"e5|gnate the " provisions eginning $10,00" for "or who makes ii loan under lhis
Interest on loans" as subsection (c), added

N ) . chapter exceeding $5,000" and deleted

Interest on loans under Ill) of this section from the end ofthe subsection "may elect to
shall he”, and inserted "entire” preceding  ¢harge contract for, nnd receive interest
"unpaid principal” in subsection <c).

not to exceed the greater of
The 1982 amendment, in subsection tot,

substituted "$850" for "$500" ami (11 one nnd one-half percent a month; m

"$10,000" for "$1,000" in two places each i2t Eight percentage points above the

and "at a rate agreed hy contract” for "one Federal Reserve discount rale on on day
9



- mi. iu.iu.izu. JLXICht ol service charge, (a) The service charge

shall include all charges incident to investigating and making the
retail installment contract or charge agreement and for the privilege
of making the installment payments under the contract or agreement.
No other fee, expense, or charge may be taken, received, reserved, or
contracted for investigating and making the contra* t or agreement, or
for the privilege of making the payments.

(b) A seller or holder of a retail installment contract may charge,
receive and collect a service charge which shall not exceed the
following rates multiplied by the number of months, including a
fraction ofa month in excess of 15days as one month, elapsing between
the date of the contract and the due date of the last installment,

(1) on so much of the unpaid balance as does not exceed $1,000,
five-sixths of one per cent;

(2) if the unpaid balance exceeds $1,000, on so much of th-j unpaid
balance as exceeds $1,000, two-thirds of one per cent;

(3) ifthe total service charge so computed is less than $12, but if the
due date of the last installment ofthe contract is eight months or less
after its effective date, $10.

(c) A selleror holder of a retail charge agreement, revolving charge
agreement or other retail charge agreement may charge, receive and
collect a service charge not to exceed the following rates computed on
the outstanding balances from month to month,

(1) onso much ofthe outstanding halance as does not exceed $1,000,
one and one-half per cent per month;

(2) ifthe outstanding halance is more than $1,000, one-twelllh of the
annual rate permitted under AS 45.45.010(b) per month on the excess
over $1,000 of the outstanding balance;

1(3) if the service charge so computed is less than $1 for any month,

(4) the service charge may he computed on a schedule of fixed
amounts if as so computed it is applied to all amounts of outstanding
balances equal to the fixed amount minus a differential of not more
than $5 provided that it is also applied to all amounts of outstanding
balances equal to the fixed amount plus at least, the same differential.
8§98103; ch 141 SLA 15)62; am § 1ch 154 SLA 1966; am § 2 ch 79 SLA

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 WH) "more than $1,000" in piirnsriipli (2) of
nMoNanVNt substituted “one-twelfth of ~subsection tc).

See. 45.1tM30. Insurance. If the cost of insurance is included in
the retail installment contract or rotail charge agreement and a
separate charge is made to the buyer for the insurance,

(1) the contract or agreement must state the nature, purpose, and
amount of the insurance, and in connection with the sale ofa motor
vehicle, the contract must state that the insurance coverage ordered
under the terms ofthis contract does or does not include "bodily injury
2eability,” "public liability," and "property damage liability" coverage,
as applicable;

(2) the contractoragreement must state whether the insurance is to
be procured by the buyer or the seller;

(3) the amount included for the insurance may not exceed the
premiums chargeable in accordance with the rate fixed for the
insurance by the insurer except where the amount is less than $1; and
if the insurance is cancelled or terminated for any reason, the refund
for unearned insurance premiums received by the seller or his
assignee, together with the unearned portion of the service charge
applicable to the insurance, shall he credited to the final maturing
installments of the retail installment contract or retail charge
agreement, and the remaining balance of the unearned insurance
premiums shall be refunded to the buyer: however, no cash refund is
required if the amount is less than $1;

(4) if the insurance is to be procured by the s- Her or holder, he shall,
within 45 day- after delivery of the goods or furnishing of the services
under the contract, deliver, mail, or cause to be mailed to the buyer at
bis address as specified in the contract a notice that the insurance is
procured, a copy of the policy or policies of insurance, or a certificate
0.'the insurance so procured. (§ 14 ch 141 SLA 1962)

Sec. 45.10.140. Agreement not to assert claim. A provision of a
retail installment contract or retail charge agreement by which the
buyer agrees not to assert a claim or defense arising out of the sale
against the seller or an assignee is invalid. (§ 15 ch 141 SLA 19621

See. 45.10.150. Nonwaiverofchapter. No actoragreementofthe
retail buyer before or at the time of the making ofa retail installment
contract, rotail chargo agreement, or purchases under the contract or
agreement constitutes a valid waiver of any of the provisions of this
chapter or of any remedies grunted to the buyer by law. (8 16 ch 141

SLA 1962)

See. 45.10.160. Contracts and agreements executed before
1963. This chapter does not invalidate or make unlawful a retail
installment contract or retail charge agreement executed before
January 1, 1963. (8§ 22 ch 141 SLA 1962)

Sec. 45.10.170. Action by attorney general. The attorney general
may bring an action in the name vf the state? against a person to
restrain and preventa violation ofthis chapter. (8§ 19ch 141 SLA 15)62)

See. 45.10.180. Assurance of discontinuance, (a) |In the
enforcement of this chapter, the attorney general may accept an



§06.40.120 Alaska Statutes § 06.40.7M0

the unearned premium on the policy being financed at that time. No
deficiency balance may be established or collected from the borrower.
This section does not preclude the licensee from establishing or
collecting a deficiency balance to the extentthe insurer offsets unearned
premiums on the policy financed by premiums earned by reason of
endorsements to that same policy not paid for by the insured or financed

by the licensee.

(d)  The licensee or the insurance agent shall deliver to the borrower,

or mail to him at his address shown in the agreement, a complete copy
of the agreement. (8 1ch 170 SLA 1978)

Sec. 06.40.120. Maximum interest permitted: Prepayment, refund,
(@) A premium finance company may not charge, contract for, receive,
or collect a service charge other than as permitted by this chaptei.

(b) The service charge is to be computed >n the balance of the
premiums due, after substracting the down payment made by tne
borrower in accordance with the premium finance agreement, from the
effective date of the insurance coverage, for which the premiums are
being advanced, to and including the date when the final paymentof the
premium finance agreement is payable.

(c) The service charge may not exceed interest at the nominal annual
rate of 15 per cent plus an additional charge of $10 per premium finance
agreementwhich need not be refunded upon cancellation or prepaymell
However, any borrower may prepay his premium finance agreemen n
fullatany time before the due date of the final paymentand in thatevent
the unearned service charge shall be refunded. The amount of any
refund shall be calculated in accordance with regulations adopted by the
commissioner. (§ 1ch 170 SLA 1978)

Sec. 06.40.1.'10. Delinquency charge, (a) A premium finance
agreement may provide for the payment by the borrower of a
delinquency charge for any payment that is in default for a period of
10 days or more. The charge may be made for each month or fraction
of a month that the payment is in default. The amount of the charge
may be a minimum of $1 and as a maximum shall be subject to the
following limits:

(1) for delinquent payments of less than $250, five per cent of the
payment or $5, whichever is less; or

(2) for delinquent payments of $250 or more, two per cent of the

payment.

(b) A borrower may at his option separate the financing of the

premiums for one insurance policy from a premium finance agreement
by requesting in writing that the premium finance company provide that
service nnd by paying a $10 separate charge. (§ 1ch 170 SLA 1978)

See. 06.40.140. Cancellation of policy; requirements, (a) When a
premium finance agreement contains a power of attorney enabling the

f
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insurance policy may not be cancelled by the licensee unless the
cancellation is effectuated in accordance with this section.

(b) The licensee shall give not less than 10 days written notice to the
borrcv/er, by mailing by certified mail or documented by an affidavit of
mailing, of the licensee’s intent to cancel the insurance policy unless the
defaultis cured within that 10-day period. A copy of the notice shall also
be mailed by certified mail or documented by an affidavit of mailing to
the insurance agent indicated on the premium finance agreement

(c) After expiration of the 10-day period specified in (b) of this section,
the licensee may, in the name of the borrower, cancel the insurance
policy by mailing by certified mail or documented by an affidavit of
mailing to the insurer a notice of cancellation. The insurance policy shall
be cancelled as if the notice of cancellation had been submitted by the
borrower himself, but without requiring the return of th - insurance
policy. The licensee shall also mail by certified mail or documented by
an affidavit of mailing a notice of cancellation to the borrower at his
last-known address and to the insurance agent indicated on the premium
finance agreement.

(cl) All statutory, regulatory and contractual restrictions providing
that the insurance policy may not be cancelled unless notice is given to
a governmental agency, mortgagee, or other third party shall apply
where cancellation is effected under the provisions of this section. The
insurer shall give the prescribed notice on behalf of itself or the
borrower to any governmental agency, mortgagee, or other third party
on or before the fifth business day after the day it receives the notice
of cancellation from the licensee and shali determine the effective date
of cancellation taking into consideration the number of days’ notice
required to complete the cancellation. (§ 1ch 170 SLA 1978)

See. 06.40.150. Return of unearned premiums, (a) Whenever a
financed insurance policy is cancelled and provided the insurer has been
notified of the assignment of interest of the insured to the licensee, the
insurer within 60 days of the effective date of cancellation shall take
such steps as are necessary to have any gross unearned premiums
that are due under the insurance policy returned to the licensee
for the account of the borrower if the licensee has complied with
the notice provisions of § 140(b) of thin chapter.

(b) If the crediting of return premiums to the account of the borrower
results inasurplus over the amount due from the borrower, the licensee
shall refund the excess to the borrower; however, no refund is required
if it amounts to less than $1. (§ | ch 170 1SLA 1978)

Article 3. General Provisions.

Section Section
Kit). Civil and criminal penalties 180. Regulations, orders
170. Piling not required to perfect validity 100. Definitions

of agreement



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), revd 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 isclear 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 ofsubject 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).

Sec. 09.55.440. Vesting of title nnd compensation, (a) Upon the
filing of the declaration of taking and the deposit with the court of the
amount of the estimated compensation stated in the declaration, title
to the estate as specified in the declaration vests in the plninlifi', and
that property is condemned and taken from the use ofthe plaintiff, and
the right tojust compensation for it vests in the persons entitled to it.
The compensation shall he ascertained and awarded in the proceeding
and established hy judgment. The judgment shall include interest at

288

the rate ofsix per cent per year on the amount finally awarded which
exceeds the amount paid into court under the declaration of taking.
The interestruns from the date title vests to the date ofpaymentofthe

judgment.

(b) Upon motion ofa party in interest and notice to all parties, the
court may order that the money deposited or a part ofit be paid imme-
diately to the person or persons entitled to it for or on account of the
just compensation to be awarded in the proceedings. If the compensa-

tion finally awarded exceeds the

amount of money deposited, the

deposit shall be offset against the award. If the compensation finally
awarded is less than the amount of money deposited, the court shall
enterjudgmentin favor of the plaintiff and against the proper parties
for the amount of the excess. (§ 13.21 ch 101 SLA 1962)

Opinions of attorney genera’ — The
Alaska declaration of taking statu'es are
as effective As the federal statutes in
effecting the vesting of title in the
condemnor of whntever interest in the

NOTES TO

. General Consideration.
Il. Interest.

. 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).

land it seeks to condemn. If the state
undertakes to obtain title to real properly
in fee simple absolute by the filing of a
declaration oftaking that is the title which
it obtains. 1960 Op. Atty Gen., No. 15.

DECISIONS

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
Conlinental 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 ai
amount farjust compensation, while unde r
u complaint for condemnation ths
"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.G5.150
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

By JIM ER1CKSON

Daily News business reporter

Four Alaska banks were among
the top 10 performers in the nation
last year among those surveyed by
a national bank analyst firm.

First National Bank f Anchor-
age ranked first in aturn on
assets out of 308 o' <ne largest
U.S. banks and ban! .olding com-
panies surveyed, ccording to
Keefe, Bruyette, and Woods Inc.

N ational Bancorp of Alaska

ranked third, United Bancorpora-
tion Alaska was sixth and Alaska

Pacific Bancorporation was sev-
enth.

Return on assets is used by
financial analysts to gauge how

well a bank is using income-earn-
ing investments, loans and proper-
ty to produce profits.

First National’s 2.68 percent re-
turn on assets figure was nearly
two percentage points higher than
the national average of .78 per-
cent.

NBA’s return was 1.73 percent,
UBA’s was 1.64 and Alaska Pacif-
ic’s was 1.62.

The Keefe, Bruyette ranking
was determined from a question-
naire mailed to 400 of the largest
U.S. banks; 368 banks responded.

Alaska’s strong economy is
credited in part with the state’s
banks dominance of the top 10 list,
said Chuck Sexton, a bank analyst

Anchorage Daily News

with Keefe, Bruyette and Woods,
A booming economy usually trans-
lates into bank profits.

Seymn called banking here an
“interesting business" because the

state is in transition from a "last
frontier” economy.

"Y.ou also have some astute
bankers,” he said. "The demands

of an economy under growth
requires the ability to judge many
things that aren’t of a cut-and-
dried nature."”

The state subsidized home loan
program has been a large factor in
the growth of bank earnings, said
Ben Black, senior vice president
for National Bank of Alaska, the
largest bank in the state.

Saturday, April 28, 1984

top U.S. In asset use

“During the recession in Lower

48, we were still able to make
commercial loans and residential
loans at an extraordinary rate

while down below they were pull-
ing in their horns," he said.

Banks get fees for handling
loans purchased by the Alaska
Housing Finance Corp. the state
agency that buys about 85 percent
of the home Iloans made in the
state.

The fees contributed
percent to NBA profits

less than 7
last year,

Black said. But banks benefit in
other'ways, such as a higher de-
mand for construction loans

caused by a surging housing mar-
ket stimulated by low-cost loans.



N B A
National Bancorporation of
Alaska, reported first-quarter

tamings of $4 million, or $1.02
\per share, up 24 percent from a
year ago.

Donald L. Mellish, chairman
of the board of the bank holding
company whi'h has National
Bank of Alaska as its sole subsid-
iary, said total deposits as of
March 31 were $779.0 million, up
10percent from a year earlier.

The bancorporation also re-
ported its first-quarter assets

reports earnings

on rise

climbed from $877 million in 1983
to $951 million this year and that
toted loans rose from $490 million
to $564 million during the same

period.

Bank income higher

(Jene Erskine, chief executive officer of United Bancorpora
tion Alaska, Inc., reported that the firm had record first quar-
ter net income of $917,000. This represents a $360,000 or 64.7
percent increase over first quarter 1983 net Income of $557,000.

In May 1983, IIBA1 made an initial public offering hy Issuing
1.1 million shares of common stock. With the public offering,
IJBAI has 3.1million shares of stock outstanding.

Earnings per share for the first quarter of 1984 were 29 cents
compared with 28 cents per share in the first quarter of 1983
Total assets increased hy $89 million or 40.9 peccnt to $307
million as of March 31, 1983. TotsT loans at March 31, 1984
were $219 million which represents a $74 million or 50.il per-
cent increase over total loans of $140 million at March 31,1983

Shareholder’s equity rose $15 million or 84 percent to $33
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM April 25, 198A
SUBJECT: Practice of public accounting

(Draft SSSB 318)
TO: Senator Dick Eliason

Chairman

Senate Labor and Commerce Committee

FROM: Tamara Brandt Cook 1.0
Deputy Director ’
Division of Legal Services

Hero 1is the section by section analysis that you requested
for the draft of SSSB"318 dated April 18, 198A.

Section 2 The section requiring regulations adopted and
proceedings held under AS 08.01 to be done under the Admin—
istrative Procedure Act 1is modified to indicate that other
law may exempt a particular proceeding. AS 08.01 applies to
the Board of Public Accountancy and under section 25 of this
draft, hearings of that board are not subject to the AI"A.
Consequently, the change to this section is necessary.

Section 7 The termination date for the BoardofPublic
Accountancy 1is extended to June 30, 1986.

Section 3 Six, rather than Jive, members of the board must
be certified public accountants and four of them must have
permits to practice under AS 08 .0/. The boardnow has only
one public member, rather than two.

See Lion A Minor drafting changes have been made for
cos is"toney.

Section 5 The requirement that a member continues to serve
until his successor formally advises the hoard of acceptance
of appointment and appears at the next: meeting is deleted.

Section 0 The board is required to elect: a chairman, rather
Than a presiding officer. The requirement that: a treasurer
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be elected and the provision that one person may serve as
secretary and treasurer 1is deleted.

Section 7 The types of regulations that nay ne adopted by
the board are itemized.

Section 8 The board must submit an annual report to the
governor containing specified information that will be made
available to any person on request.

Section 9 At least 90 days before adopting a regulation,
the board must mail a copy of the proposal to each person
certified under AS 08.04 with a request that- advisory com—
ments be submitted at least 45 days before the proposed
effective date.

Section .10 Requirements for a certificate of "certified
public accountant” are set out.

Section 11 The board may waive the educational requirement
for a certificate if it determines that the educational
qualifications ot the applicant are acceptable. The reason
for and method by which the board may refuse a certificate
for lack of good character are clarified.

Section 12 Examinations arc to bo hold at least twice each
year. Requirements for eligibility to take the examination
are set out.

Sect ion 13 The amount of an appl ication for an evaluation
of educational qualifications and to take an examination 1is
set by the board, rather than being $50.

Section 14 Application for certification by a nonresident
constitutes the appointment of the lieutenant governor as
agent for service of process in an action arising out: of the
practice of public accounting in this state by the nonresi—
dent ,

Section 15 Qualifications for a permit to practice public
accounting for an individual, a partnership and a corp-
oration are sot out.

Section 16 A person with a certificate before the effective
date of this Act does not: have to obtain a new one. The
person shall automatically be issued a permit to practice as
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Section 17 A partnership or corporation engaged in public
accounting must register with the board and must meet
itemized requirements.

Section 18 The board must establish the fee for registra—
tion or partnerships and corporations and for notification
to the board of the admission or withdrawal of a partner or
shareholder.

Section 19 Each office for the practice of public account-
ing must be registered biennially, rather than annually.

Section 20 The boai"d shall establish a fee for the regis-
tration of an office.

Section 21 The title "certified public accountant”™ may not
be used 1in connection with an office registered under AS
08.04 unless it is under the direct supervision of a person
with a permit to practice.

Section 22 The board®"s authority to suspend a certificate,
permit, or registration is limited so that the board may do
so only for a period not to exceed two years. The grounds

for suspensions are altered somewhat.

Sect:ion 23 A special hearing requirement is specifically
added to the section authorizing the board to revoke the
registration or permit to practice of a partnership or
corporation that does not meet qualifications for
registration. Under existing law a hearing is required
under the APA.

Seci:ion 24 A special hearing requirement is specifically
added- to the section authorizing the board to revoke the
registration and permit to practice of a partnership or
corporation for grounds other than those set out in the
previous section. Under existing law a hearing would bo
held under the APA.

Section 25 A procedure for hearings by the board 1is cstab-
lished. These hearings arc not conducted under the APA, as
hearings of other occupational boards arc. A person ad-—
versely affected by an order of the board after a hearing
may petition for court review within 30 days. The review
shall be de novo on the record. Upon taking disciplinary
action, the board is required to notify the board of
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accountancy of any other state the person helds a certifi—
cate, registration or permit 1in.

Section 26 A person may not use the title "certified public
accountant”™ unless he has a certificate, but he need not
have a permit to practice.

Section 27 A person offering financial services may not use
the title "certified public accountant”™ even if he 1is
certified unless he has a permit to practice.

Section 28 A partnership or corporation may not use the
title "certified public accountant™ unless it is registered
and has a permit to practice. This is the same as existing
law, but deletes a reference to a repealed section.

Section 29 This 1is the same as existing lev, but deletes a
referr.«e to a repealed section.

Section 30 This 1is the same as existing law, but deletes a
reference to a repealed section.

Section 31 This 1is essentially the same as existing law,
but deletes a reference to a repealed section.

Section 32 This 1is essentially the same as existing law,
but "deletes a reference to a repealed section.

Section 33 This 1is the same as existing law, but deletes a
reference to a repealed section.

Section 34 This 1is the same as existing law, but minor
ITraTtlnp changes have been made for consistency of word
usage.

Section 35 Paragraphs arc added to the section itemizing
things that: are not prohibited under AS 08.04 relating to
disclosure of confidential information and the offering of
financial services by persons without permits to practice.

Section 36 The section on injunctions ms made applicable to
violations of the entire chapter, rather than to only
certain sections.

Section 37 Violation of the chapter is made a class A mis—
demeanor .



Senator Dick Eliason
Page 5
April 25, 198A

Section 38 This has been redrafted slightly for clarity.
Section 39 This permits an accountant®"s working papers to
be transferred to the accountant®"s corporation, or the suc-—
cessor in interest to the partnership or corporation, as

well as lo the accountant®"s partner.

Section A0 An accountant 1is prohibited from disclosing con—
fidential information obtained in the course of performing
public accounting, excep".. in certain circumstances.

Section 41 Additional definitions are added ro AS 08.04.

Section 4? A member of the board serving on the effective
date of this Act continues to serve until the term expires.

Section A3 Certain provisions are repealed.
Section 44 The Act takes effect January 1, 1985.

TBCrojb
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(Senate Bill No. 318 introduced by Senator Bette Fahrenkamp of
Fairbanks). This legislation involves the State®"s requirements for
certification of Certified Public Accountants. Each of the
fifty-four states and territories within the United States sets
minimum requirements that must be fulfilled before an individual is
granted a CPA certificate. Traditionally, the specific requirements
of the states have centered on three elements; Education,
Examination, and Experience. This paper will discuss how the
proposed revision of the Alaskan Public Accountancy Statute will
change those elements. Particular emphasis will be placed on the
experience requirement, since that 1is the element most altered by
Senate Bill 318.

Before any discussion of certification requirements, the paper
will discuss the rationale for any government involvement 1in the
certification process. Since such requirements result from
government involvement, it is necessary to understand the objectives
of government regulation in order to critically review the current
and proposed qualifications requirements of Alaska®"s statute.
Following this rationale discussion, Alaska®s present and proposed
certification requirements will be contrasted to the current status
and historical development of certification requirements 1in oid
states. Information will be presented on the requirements of orher
states. The source of all these references to tiie various state
public accountancy laws and regulations 1is the Accountancy Law

Reporter published by Commerce Clearing House, 1Inc. in cooperation



with the American Institute of Certified Public Accountants.
References are current through Decercer, 1982. Finally, in
conclusion, recommendations and opinions concerning Oenate Rill 318
will be presented.

The proposed legislation additionally provides for other
significant changes 1in the public accountancy statute; however, a
detailed discussion of all the changes 1is beyond the scope of this
paper. This paper has been prepared under the auspices of the
University of Alaska-Fairbanks School of Management and such support
is gratefully acknowledged. Opinions expressed, however, are solely
those of the author.

Rational0 .for Certification and Redula.ti.on

The CPA certificate is not granted by a private organization
such as the American Institute ol: Certified Public Accountants.
(AICPA). Rather, the various state governments granc the
certificate. Why should state governments spend considerable time,
effort, and dollars certifying public accountants? How is
certification in the Public Interest? We will examine two differing
rationales for government 1involvement in a certification process; the
Public Interest Rationale and the Self-Interest Rationale.

Public accountants provide accounting services to the general
public. These services require a knowledge of generally accepted
accounting principles (GAAP) and generally accepted auditing
standards (GAAS). This extensive and complicated knowledge cannot be
expected of the general public. Accordingly, a non-accountant cannot
be expected to confidently evaluate a public accountant or his work

with respect to technical accounting or auditing knowledge. Some



sanctioned indicator is required so that a non-accountant member
ofthe general public car. be assured a puolic accountant does possess
that level cf technical knowledge and proficiency expected of a
professional public accountant. In our society that indicator is the
certification as a CPA. The states™ certification processes are
designed to insure compliance with some minimum level of
qualifications before an individual can hold himself out to be a

CPA. The general public might thus assume that a sanctioned CPA
possesses the required degree of technical knowledge and

proficiency. Certification protects the public interest and requires
the State to closely administer that minimum level of efficacious
qualifications. This argument for government certification and
regulation of public accountants 1is the "Public Interest

Rationale.

One might expect that the technically uneducated general public
would have clamored for the first public accountancy laws. The
public interest rationale for certification and regulation involves
general public protection. We might expect the public to lobby and
exert political pressure for that protection. However, it was the
accounting profession itself which 1initially fought for

certification. Certification limits the number of new entrants into

IIn economics terminology, a market Tfailure exists, i.e. the
consumer of accounting services 1is unable to judge the quality of

those services. "re of the r.ocessary conditions for pure market
competition (that consumers possess a high degree of knowledac about
the product purchased) 1is violated. Government intervention in the

accounting marketplace 1is necessary to remedy this aeficienc



employment as public accountants and enhances an individual®s and a
profession®s status and prestige.- Historically in the United
States, government regulation of the professions has resulted fronm
the political activity of the group to be regulated.3

At the turn of the twentieth century, public accountancy 1in the
United States was dominated by British Accountants who were
distinguished by their designation as Chartered Accountants. (CA).
The British accounting journal, The Accountant stated in 1896, "we
believe we are understating the case when we say that the bulk of the
most desirable accountancy business in the States 1is transacted by
British accountants." American counterparts of these British
Accountants had established the American Association of Public
Accountants in 1887 in an attempt to respond to this British
challenge. Among the 1initial actions of this group was political
2 see for example, The Significance of Organization Conflict on
the. Legislative Evolution of the Accounting Profession in the United.
States. Myron Samuel Lubell, Arn:> Press, 1980 . O0On page 22 Lubell

states, "Benefits such as higher income, prestige and autonomy accrue
to members of an occupational group generally recognized as a

profession. Accordingly, many occupational groups seek to publicize
the complexity of their craft and the importance of their services,
hoping to secure recognition as a profession. Such groups typically

seek legitimization of their claim to professional status through
licensing, certification, or other forms of legal recognition.

3 see The Tyranny of the Experts, Jethro K. Liberman, Walker
Publishing Company, 1Inc., 1970. On page 15 Liberman states, "The
bulk of existing professional licensing laws was passed at the

behest of the professional groups; almost invariably these groups
have been given a share of the regulatory power. At a session of the
Wisconsin legislature some two decades ago, caterers, canopy and
awning installers, cider makers, coal dealers, dancing school
instructors, egg breakers, frog dealers, labor organizers, meat
cutters, music teachers, and beer coil cleaners tried unsuccessfully
to get themselves regulated. This same state in 1939 did enact
legislation requiring examination tor house painters; on the strength
of this law, friendly citizens who helped relatives and neighbors
paint their houses were arrested and fined for failure to possess the
requisite license." Fortunately, for friendly neighbors, but perhaps
not for certified painters, the law was later declared
unconstitutional. Accountants have been more successful than
painters 1in proving to the Judiciary the compelling public interest
benefit in their being regulated. So have physicians, attorneys,
barbers, and realtors.



activity in support of certification and in 1906 the New York
legislature enacted the first public accountancy statute 1in the
United States. Other states quickly followed the New York lead with
the drive for certification typically spearheaded by the accounting
profession within the various states.4 Through legislation,
accountants who were able to qualify, achieved legal, public
recognition of a professional title.

These early statutes were of a permissive nature, 1i.e., the
statutes restricted use of the title CPA, but did not reserve any
particular accounting service strictly for the CPA. Later, statutes
(beginning 1in the mid—20's) were generally of a restrictive nature,

i.e., restricted to CPAs the right to express an opinion on financial

statements. This is the so-called attest function of public
accounting. These statutes restricted for the CPA a title and
exclusive right to perform certain types of services. By limitation

of rights of others to engage 1in such services the CPA reaps the
increased rewards due the supplier of a scarce commodity in a

restricted economy.5 This is known as the self-interest rationale

4 See The Rise of the Accounting Profession; From Technician to
Professional .1896-1936 . vol.1,John L. Carey, AICPA, 1969 for an
in-depth discussion of the British influence on accounting in the
United States and the early accounting statutes of the various
states.

5 "We have seen that the entry of new members into an occupational
group will generally have the effect of lowering the average
renumeration of all the members of the group. This 1is no

dourt why all professions and trades, at all times, feel themselves
to be overcrowded: it is because if more people come into them, those
already established will probably be worse off. What 1is more
natural, therefore, than to find that those who already enjoy the
benefits of a favored occupation seek to preserve those superior
advantages for themselves by making it more difficult for other
people to enter the occupation? So trade unions of the craft type
seek to prevent the entry of too many people into the craft by
imposing arduous and often unnecessary apprenticeship conditions or
by demanding high membership fees. Professional associations, under
the respectable guise of establishing "standards,"™ frequently impose
a long and costly ritual of education and preparation upon the
neophyte." Kenneth E. Boulding, Economic Analysis Volume 1
Microeconomics. Harper and Row, 1966.



for regulation.

Certification qualifications result fr*m both rationales of
government involvement. Under the public interest rationale
qualifications for certirication are necessary to insure the
professional 1level of technical knowledge and proficiency. Under the
self-interest rationale, qualifications limit access of potential
competitors to the accounting marketplace. CPAs accept arid even
lobby for government®s certification regulations and they especially
accept regulations coincident to the right to perform a restricted
service. Traditionally in the United States, regulations nave
evolved which require passing a professional examination, completing
a designated level of education and attaining a designated level of
work experience.

The specific technical knowledge desired of a CPA can only be
attained after a period of formal education. Hence, we have an
Education requirement.

A potential CPA must prove possession of that level of technical
knowledge. Hence, we have an Examination requirement.

Technical proficiency requires a level of professional
judgment. That judgment 1is only acquired after a period of
employment in an environment where the restricted public accounting
service is performed and only after the potential CPA participates as
an apprentice in the actual performance of the restricted service.
Hence, we have an Experience Requirement.

In the remainder of the paper, the specific qualifcation
requirements will be discussed. These two rationales for government
involvement should be considered as the specific requirements are
examined. Any discussion of the experience requirement must

especially consider these rationales. We shall briefly discuss



present and proposed education and examination requirements before

moving to a mere extensive discussion of the experience requirement.
Education Recuirement

A postbaccalaureate education requirement 1is the official
policy of the American Institute of Certified Public Accountants
(AICPA) and the National Association of State Boards of Accountancy
(NASBA) b This policy position was adopted by the AICPA in 1969
but implementation through legislation has been Slow.7 oOnly
Florida currently requires education beyond the baccalaureate
level.8 Hawaii has an education requirement of thirty semester

hours beyond the baccalaureate level, but in 1983 that requirement

6 in December,1983, the Special Committee on Model Accountancy

Bill (a joint AICPA/NASBA committee) 1issued for comment a proposed
Model Accountancy Bill. This d"aft bill was ptepared with a view to
merging the AICPA"s 1981 Model Bill and NASBA"s 1980 Model Bill "into
a bill which would offer 1in a single harmonized form the substantive
provisions of both those legislative models on which the sponsoring
organizations agree, and set forth 1in opinional form the substantive
provisions on which they differ." (introductionto Model Bill
quoted). The joint bill calls for a baccalaureate degree with
accounting concentration plus thirty semester hours of additional
study. This is generally referred to as the 5 year education
requirement.

Although the joint committee agreed (as with education) on most
provisions of the joint bill, there was some disagreement. See notes
13 and 20 for discussion cf optional provisions of the joint bill
which resulted from those disagreements.

7 The five-year education policy was adopted by the AICPA with the
issuance of the "Report of the Committee on Education and Experience
Requirements for CPAs". (The Beamer Committee). That 1969 report
targeted the year 1975 as the date for adoption of the five-year
requi rement.

Annecdotal evidence appears to indicate that the additional
education requirement has restricted the supply of entry level

accountants in Florida. Several students are scheduled to graduate
from the University of Alaska-Fairbanks this spring with
"MBA-Concentration 1in Accounting" degrees. During the fall

recruiting season, one of these students was net offered a position
in the Alaskan office of a particular national CPA firm. Rather, the
student was asked if relocation to Florida was a possibility.
Florida"s postbaccalaureate education requirement became effective 1in
1983 .



was revised to allow an applicant the option of replacing the
additional education with an additional thirty months of professional
experience ir. a public accounting practice. Utah has enacted a
postbaccalaureate requirement which becomes effective in 1986.
Several states reduce the experience requirement for the applicant
with education beyond the baccalaureate level.

Responding to the slow implementation of a five year education
requirement, an AICPA/NASBA joint "Commission on Professional
Accounting Education" reaffirmed the postbaccalaureate position 1in
July 1983. A vigorous political action campaign is being presently
mounted to implement this increased education requirement through
legislation 1in additional states.

The Alaskan statute does not require even a baccalaureate
degree. Under present law the education requirement is two years of
study at a recognized college or university or graduation from a
recognized community or junior college. While not required, a
baccalaureate degree does reduce Alaska®"s experience requirement.
Senate Bill 318 would require a baccalaureate degree or its
equivalent conferred by a college or university acceptable to the
State Board of Accountancy.

One might argue that this is a substantial change which
seriously restricts entry into the accounting profession. However,
the requirement of a four year degree does not appear to be a
particularly contentious issue among the concerned parties. As the
rules of GAAP and GAAS have expanded 1in recent years,” the
- One might examine the proliferation of new authoritative
standards to understand the increase in the technical accounting and
auditing body of knowledge. Prior to 1970 there were 15 APB Opinions
and 41 Statements on Auditing Procedure. Between 1970 and December,
1983, 16 new APB opinions, 76 FASB standards, 13 new Statements on

Auditing Procedures, and 47 Statements on Auditing Standards were
issued by various authoritative bodies.



accounting profession has generally recognized the need for a
baccalaureate education to insure significant exposure to the
accounting and auditing body of technical knowledge. Only fourteen
accounting jurisdictions do not currently require at least a
baccalaureate education.10 Additionally, it is generally
recognized that a baccalaureate education 1is necessary 1if an
applicant 1is to have a realistic opportunity of successfully passing
the CPA exam. This changed education requirement will bring Alaska
more closely into conformity with existing legislation in other
states. Perhaps the principal question regarding the education
requirement 1is whether Senate Bill 318 goes far enough in
strengthening the requirement.

As discussed, both the AICPA and NASBA favor an education

requirement beyond the baccalaureate level. In a few years, Alaska
might be considering an education requirement of one year of
additional study beyond the traditional four year degree.
Such consideration 1is probably premature presently since no
institution of higher education in Alaska currently has a five year
Accounting progranm.

The fourteen jurisdictions are California, Delaware, lowa,
Minnesota, New York, North Carolina, North Dakota, Oklahoma,
Oregon, Puerto Rico, Texas, Vermont, Virgin Islands, and Alaska.
In some of these jurisdictions a degree is required unless an
applicant fulfills an almost prohibitive experience requirement.
For example, New York will substitute 15 years of public
accountancy experience for the baccalaureate degree. The
remaining forty jurisdictions require a baccalaureate degree
(except for Illinois and New Hampshire which require four years
of college education but no specific degree); however, in some
states the Board of Accountancy has the authority to waive the
baccalaureate requirement 1if an educational equivalency can be

verified by successful completion of a Board Administered
examination.



Examination Requirement

AlIl scatss requia pccential CIA to pass the Uniform Certified
Public Accountants Examination administered by the AICPA. The 19 1/2
hour examination includes four sections; (1) Auditing (3 1/2 hours),
(2) Business Law (3 1/2 hours), (3) Accounting Theory (3 1/2 hours),
and (4) Accounting Practice (9 hours). Alaska currently has such a
requirement and no change is proposed 1in Senate Bill 318. States do
not always agree on what constitute a passing grade on the CPA exam.
AlIl states require a grade of 75 on each of the four sections of the
exam, but states differ on what constitutes a "conditional pass.”™ A
conditional pass allows an examinee to carry forward passing grades
on certain section(s) to future examinations. Thus, 1if the examinee
passes some sections but not others, the passed section(s) do not
have to be subsequently retaken. The states have different rules on
how many passed sections are required for a conditional pass and on
how the conditional pass 1is carried forward to future examinations.
States also differ on whether an ethics examination must be passed by
applicants.

Senate Bill 318 (like the present statute) requires a passing
grade of 75 on each section of the Uniform CPA exam. The Alaska
conditional pass rule is also not amended by the proposed
legislation. Section 08.04.160 of the Alaska Public Accountancy
Statute states, "An applicant who receives a passing grade 1in
accounting practice or in at least two of the other subjects has the
right to be re-examined in only the remaining subjects at succeeding
examinations within five years after the first examination, 1if the

applicant takes an examination 1in the remaining subjects at least



once each calendar year unless excused by the Board for good cause.
An applicant who receives a passing grade 1in the remaining subjects
has passed the entire examination.¥*

There 1is one minor change in examination requirements in the
proposed legislation. Currently, Alaskan applicants are required to
pass an ethics examination administered by the AICPA but the
requirement is by State Board regulation rather than through
legislation. Senate Bill 318 would require the ethics examination
through legislation. Section 08.04.100 of the Alaska Public
Accountancy Act would be amended to require the applicant to have,
"passed in this or another state the ethics examination administered
by the AICPA."

Thus, the proposed legislation makes only minor changes to the
examination requirement, and though the education requirement change
is substantial it does not appear to be particularly controversial.
The major change proposed 1is to th rience requirement. That
change 1is discussed 1in the next sec >f this paper.

Experience Requirement

Accounting work experience has been traditionally required of
potential CPAs. Such experience, when combined with technical
education, will enable the accountant to develop professional
judgment. Such seasoned professional judgment 1is a necessary
ingredient of the expected level of technical knowledge and

proficiency which the public assumes of a CPA. Since the only



restricted service of the CPA is the expression of an opinion on

financial statements, the necessary experience should be related
to the expression of such opinion. Only CPAs ir. public practice
express opinions on financial statements. Accordingly, most

accounting jJurisdictions historically required a period of employment
with a public accounting firm (usually two years) to meet legislated
experience requirements.

Challenges to the experience requirement have been numerous
throughout the history of public accountancy laws and especially
numerous 1in recent years. Challengers usually believe that a public
accounting experience requirement restrains entry into the accounting
profession and provides present CPA firms with a captive labor pool,
i.e., recent accounting graduates who desire to be certified.
Additionally, th<y have suggested that the most important components
of technical proficiency are a thorough knowledge of GAAP and GAAS.
They argu .-\t such knowledge 1is gained through education, not

experienc . Finally, they argue that the value of a short period of

The restricted service 1is not quite so easily defined, and is a
contentious 1issue in several states. CPA"s express either a
Compilation, Review, or Audit Report at the conclusion of an
engagement in which there 1is an association with financial
statements. An audit report expresses an opinion on financial
statements; a review report disclaims an opinion, but gives some
degree of Ilimited assurance; and a compilation report disclaims an
opinion with no deyree of assurance. The question is whether all
three types of report engagements are restricted to CPAs. In several
states, unlicensed public accountants have argued that they should be
allowed to disclaim an opinion by 1issuing a review or compilation
report. Proposed Senate Bill 318 makes asignificant change 1in
Alaska“"s law in this regard. Thecurrent accountancy statute is not
specific about the exact types ofreportsrestricted to the CPA.
Linder the proposed revision, section 08.04.560 1is amended to state,
"A person may not sign, affix, or associate a name...to a report
expressing or disclaiming an opinion on a financial statement based
on an audit or examination of the statement, vreport expressing
assurance on a financial statement cased on a review of the
statement, compilation report on a financial statement based on a
compilation of the statement, unless the person holds a permit to
practice public accounting under this chapter..."”



public accounting experience has been overstated. A new recruit to a
CPA firm typically engages 1in detail audit testing work which might
not assist significantly in the development of professional judgment
and technical proficiency.

Anecdotal evidence would appear to confirm the captive labor
pool argument. Over the past several years, the principal employment
consideration of many, if not most, of the accounting graduates of
the University of Alaska-Fairbanks has been to meet the experience
requirement for certification as a CPA. Although private industry
(especially the large 0Oil Companies) generally offer substantially
higher salaries and benefits, most of the the accounting graduates
accept employment 1in public accounting. This phenomenon 1is not
unique to Alaska. The following quotation from Leo Donahue, State
Auditor of Connecticut, confirms this development 1in other states
Speaking to the experience requirement in a March 10, 1981
legislative hearing on Connecticut®s Accountancy law, Mr. Donahue
stated, "Where it"s important to us, Mr. Chairman, 1is 1in the
recruiting of young people who haven"t yet established their career
goals, coming to our office right out of college looking for
employment. One of the first questions they always ask us 1is how
much credit they will receive for work 1in our office towards being
certified.”

The argument that experience in public accounting will not add
any special qualities to increase a CPA applicant®s technical
knowledge and proficiency was made by William Bruschi in the March
1969 Journal of Accountancy. At the time this article was written,

Mr. Druschi was a staff employee of the AICPA and presently Mr.



Bruschi 1is the AICPA Vice-President for Examinations and

Regulations. The article was written as a position paper of the
AICPA. Committee on Education and Experience Reqgirements for CPAs (the
Beamer Committee). This committee endorsed elimination of any
experience requirement. Since 1969, the AICPA has not endorsed
required experience as a qualification for certification.

Bruschi 1isolates professionalism, technical competence, and
administrative ability as the most desired qualities of a CPA. The
most important elements of professionalism are personal image of
professionalism, ethics, and awareness of expected level of
competence. Bruschi argues that education with 1its emphasis on
personal development 1is a mere valuable source of professionalisnm
than a beginning accountant®s first year or two of
public experience. The elements of technical competence include
awareness of information flow, applications of GAAP and GAAS,
concepts of materiality, preparation of reports, professional
judgment, and risk, analysis. While Buschi believes that experience
is invaluable in developing these skills, he doubts that these skills
are likely to be acquired in the first year or two of public
accounting employment as a junior staff accountant. Finally, Bruschi
feels that exposure to the third quality, administrative ability,
including management of personnel and client engagements, is
definitely not available to the junior staff accountant.

Most experience requirements initially required a certain number
of years of public accounting employment. However, as challenges and
especially restraint of trade arguments grew more numerous, State
Legislatures and State Boards of Accountancy were forced to review

their experience requirements. The political pressure for such



review often came from, individuals who had met the Education and Exam
requirements, cut r.o; the Experience requirement for certification.
The courts ware s_sj 1ir.vcived as seme rf t..ese individuals challenged
experience requirements 1in court. The requirement had to be
implemented to insure that the experience gained during the
apprentice period was relevant to the development of professional
skills expected of an accountant who was expressing an opinion on
financial statements. In many states the requirement of a certain
number of years CPA firm employment began to change.

State Accountancy Boards had to define the characteristics of
relevant experience and with each new definition a revised experience
requirement resulted and new regulation implementation problems
emerged. Some argued that the development of professional judgment
required a work experience 1in which 1independence was recognized. Only
by working in a firm of independent CPAs would a potential CPA
encounter such an "independence" atmosphere. However, challengers
contended that other accounting employment situations also stressed
independence, such as work experience with State Legislative Audit,
GAO, IRS, and some private industry internal audit departments.

Othei definitions of relevant experience attempted to specify
the type of work to be performed. The restricted service a CPA
renders to the public 1is the expression of an opinion on the fair
presentation of financial statements in accordance with GAAP. This
attesting to financial statements 1is the particular technical
proficiency that the experience requirement 1is expected to enhance 1in
the potential CPA. Some states began to require that some amount of

attest activity be included i1~ any qualifying experience and some



specifically required an amount of time engaged in specific types of
attest activity such as audit planning, aucir program preparation,
and audio repcrc writing. Since cr.l; puclic accountants are allowed
to express opinions on financial statements, these regulations have
often been interpreted to require public accounting employment.
However, internal and especially governmental auditors argue that
they are involved in audit activity and that they are sometimes
associated with opinions on financial statements.

Implementation problems arose as State Boards attempted to
enforce their different experience mmrequirements. Fairness charges
were leveled against State Accountancy Boards as its members tried to
judge whetiier particular patterns of experience did or did not meet

the stated regulations.12 Some states began to radically alter or

eliminate the experience requirement. Three different approaches
have been utilized. A few states have completely eliminated the
experience requirement. The other jurisdictions have an experience

requirement, but some states have liberalized their definition of
experience, thereby eliminating any public accounting employment
requirement. Finally, some states have established a two-tier
licensing arrangement for CPAs.

Florida currently requires postbaccalaureate education and no
12For example, 1in 1974 the Utah Supreme Court ruled in favor of a

plaintiff with 15 years private accounting experience who had been
denied a certificate because he lacked the required public accounting

experience. The Court found this denial "arbitrary, capricious, and
without foundation 1in fact or law" and ordered the Utah State Board
of Accountancy to grant a certificate. An important 1issue in the

case concerned the Board®"s certification of another private
accountant who had worked for two years 1in the internal audit

department of an 1insurance company. That private accountant had been
certified under an equivalent experience decision by the Utah Board
of Accountancy. [Merrill vs. McGinn, 30 Utah 2d 421, 518 p.2d 1392

(Utah 1974)]



experience. Maryland, Montana, and West Virginia do not require
experience but do require a baccalaureate education. Worth Dakota,
Puerto Rico, and Oklahoma, are among the jurisdictions which do not
require a baccalaureate degree. In these jurisdictions, no
experience 1is required for those applicants with an appropriate
baccalaureate degree. In Colorado experience 1is required, but the
requirement 1is waived for those candidates with a postbaccalaureate
degree. In eight jurisdictions, it is therefore possible to become
certified and practice public accounting without meeting any
experience requirement.

It is difficult to determine exactly the number of states which
require public accounting experience. AIl jurisdictions except the
eight discussed above require experience, but most accept experience
equivalent to public accounting experience. A reading of the statutes
and regulations does not always 1indicate exactly how this "equivalent
experience" regulation is administered. For example, Alaska
currently does accept equivalent experience, but work 1in private
accounting 1is generally not considered totally equivalent. It

appears that approximately erity jurisdictions will accept private
accounting employment to meet the experience requirement.

Alaska"s sister petroleum state, Texas, 1is one example of a
state in which public accounting experience 1is not specifically
required. The Texas law does require experience but the statute
reads that the experience "shall be in public practice under the
supervision of a CPA or public accountant or in an activity
comparable thereto "emphasis added) or 1in any combination of such

types of experience in work of a non-routine accounting nature which

continually requires independent thought and judgment on important



accounting matters." (Art 4la-1-Public Accountancy Act of 1979,
Section 12, paragraph (5 (A) . Peculations of the Texas State Board
of Public Accountancy define comparaole experience, "Experience in
other positions may be approved by the Board as experience comparable
to experience gained in the practice of public accountancy under the
supervision of a CPA or public accountant upon certification by the
person or persons supervising the candidate that the experience was
of a nonrcutine accounting nature which continually required
independent thought and judgment on important accounting matters.
Experience for which approval 1is sought under this section must be
described 1in detail and the applicant must inform the Board of one or
more certified public accountants or public accountants having
knowledge of the applicant®s experience."” (Sec. 511.123 of the Rules
of the Texas State Board of Public Accountancy).

Under the Texas regulations, an individual without public
accounting experience can be certified as a CPA provided that his/her
private industry accounting experience 1is of a non-routine nature
which requires independent judgment on 1important matters. An
individual so certified in Texas would be unable to obtain a
reciprocal CPA certificate in other states which require public
accounting experience.

Under a two-tier licensing system, an applicant can be granted a
CPA certificate without meeting any experience requirement. This 1is
tier |I. A tier | certificate would be granted when an individual had
successfully completed the Exam and Education requirements for
certification. This tier 1 certificate would not qualify an

individual to practice public mm"7~counting. A tier 11 license would



only be granted after an experience requirement had been fulfilled
ar.d this license would allow ar. ir.di,9dual to engage 1in the practice
of public accounting. MASBAls Model Accountancy Act favors this
approach.--

Illinois adopted the first two-tier plan in 1943 _H
Certification was granted without experience, but a permit to
practice public accounting required experience. No jurisdiction
followed the Illinois lead until lowa adopted the two-tier system 31
years later in 1974. Seven more states [Arkansas(1975) ,
Wyoming(1975), Nebraska(l1977), Missouri(1978), Louisiana(l1979),
Minnesota(1980) and Utah (1981)] and the District of Columbia(l1978)
have adopted the Illinois Plan.15 Connecticut adopted the plan
in 1981, out repealed it in 1983. No other state has adopted the
two-tier Illinois Plan. Currently ten jurisdictions have adopted the

Illinois Plan two-tier system.

15 This 1is one area where NASBA and the AICPA were unable to
reconcile their differences 1in the December 1983 exposure draft of a
joint model bDbill. Under one provision (favored by the AICPA) that
bill requires no experience. An optional provision to the permit to
practice section requires experience 1in the practice of public
accountancy or 1its equivalent. NASBA favors this alternate
provision.

11  An interesting feature of the two-tier system in Illinois 1is
that the CPA certificate (cier 1) 1is granted by the University of
Illinois. The tier 11 permit to practice 1is granted by the State of
Illinois.

15 Kansas has adopted a plan similar to the Illinois plan. In
that state an individual w."th an accounting baccalaureate degree who
has passed the CPA examination receives a certificate known as the

"Kansas certificate." This certificate which does not require an
experience requirement 1is a certificate of having "passed the CPA
examination."” An experience requirement is required before a permit

to practice in Kansas as a certified public accountant 1is granted.



Seven other jurisdictions have adopted plans sometime referred
to as two-tier systems.l< Ir. these jJurisdictions, experience 1is
required for both certifisaticn anu the permit to practice. The
two-tier terminology 1in these states 1is in reference to the
continuing education requirements. The permit to practice in these
seven jurisdictions requires continuing professional education. Such
continuing education 1is not required for CPA"s who do not engage in
public practice. These states should not be considered two-tier 1in
any discussion of the experience requirement. Only the ten
jurisdictions above are true two-tier states which require experience
for the permit to practice, but not for certification.

Tji.e. expeii.gug.g P.e.g.uii.omdnt_irL_AiasKa

The experience requirement in Alaska has evolved 1in a manner
similar to the other accounting jurisdictions. A requirement for
public accounting work experience has been replaced by detailed
regulations which attempt to define relevant experience. Alaska“s
Regulations are particularly complicated. An individual with a
baccalaureate degree in accounting!” must accumulate four
experience points, Including 850 hours. Performing the, attest
function. One year of oublic accounting experience under the direct
supervision of a CPA counts for two experience points; one year
experience working 1in private accounting or governmental accounting
16 These seven jurisdictions 1include Maryland, Mississippi,

Montana, North Dakota, Oklahoma, Puerto Rico, and West Virginia.
17 Alaska Board of Accountancy regulations define an accounting
major as 24 semester hours of accounting courses, 3 semester hours of

business law, 3 semester 1iiours of economics, and 3 semester hours of
either statistics, computer science, or algebra. (Sec 12 AAC 04.185)



under the direct supervision of a CPA counts for one and one-third
experience points; one year experience working as an accountant not
under the direct supervision of a CPA counts as one point.

The £50 hours performing the attest function must include 50
hours experience in planning audit programs and 150 hours experience
in the analysis, review, or preparation of audited or unaudited
financial statements. These attest function hours have generally
been interpreted so that only employment in public accounting and
some types of governmental accounting has qualified. Although
individuals can accumulate the four experif ;e points with three
years of private accounting experience, private accountants have
generally not been able to accumulate the required 050 attest
function hours.

Opponents to Alaska®s current law are principally those
individuals who work 1in private accounting and have accumulated or
will accumulate the required four experience points. These
individuals are unable, however, to accumulate the attest function
hours. Some of these individuals have moved to Alaska from other
states where the public accounting experience requirement has been
eliminated. Some were licensed as CPA"s in their previous locations
but they are unable to obtain reciprocal Alaska certification because
their experience does not qualify under Alaska regulation.

The proposed legislation in Alaska would establish an Illinois
Plan two-tier certification systenm. The CPA certificate would be

granted to an individual who had fulfilled the education requirement



c.;id successfully passed the Uniform CPA Examination and the ethics
exam.18 No experience would be required; however, certification
would not licen = an individual to practice public accounting.
Section 08.04.375 of the proposed legislation states that "a biennial
permit to practice public accounting in this state shall be issued by
the Board to a CPA with public accounting experience that meets
requirements established by regulations of the Board or other
experience that the Board determines to be substantially equivalent._"
Presumably, this experience requirement would be substantially
similar to the current requirement which includes the 850 attest
function hours.
Discussion of Two Tier Systems

The two tier system sidesteps the issue of the value of
experience as a qualifying certification criteria. Since the Tier |1
certificate would not allow an individual to practice public
accounting, the question of the value of experience in the
development of public accounting proficiency 1is not relevant. The
18 The proposed law also requires that the applicant be a person
of good character. Some states have eliminated any character
requirement because of problems of interpretation. The joint
AICPA/NASBA draft model bill retains the good character requirement

but defines it precisely to assure that the requirement will be
narrowly and precisely construed, avoiding problems of both vagueness

and overbreadth." Section 5(b) of the joint model bill reads, "Good
character for purposes of this Section means lack of a history of
dishonest or felonious acts. The Board may refuse to grant a

certificate on the ground of failure to satisfy this requirement only
if there 1is a substantial connection between the lack of good
character of the applicant and the professional responsibilities of a
licensee, and 1if the finding by the Board of lack of good character

is supported by clear and convincing evidence. When an applicant 1is
found to be unqualified for a certificate because of a lack of good
character, the Board shall furnish the applicant a statement
containing the findings of the Board, a complete record of the
evidence upon which the determination was based, and a notice of the
applicant®s rigiit of appeal."”



value of experience remains a relevant question only with regard to
the Tier 11 license. By establishing ar. experience requirement for
the permit to practice, two-tier legislation accepts the view that
experience 1is a necessary ingredient in the development of public
accounting proficiency. This view 1is in accord with the NASBA
position on a Model Public Accountancy Bill. During the past several
years the public accounting profession has been repeatedly attacked
with allegations of substandard work performance.l9 NASBA®"s policy
is that an experience requirement 1is a necessary part of a triad of
regulations including required continuing education, positive
enforcement, and experience to combat substandard performance.20
However, a Tier |1 certificate holder does not engage 1in public
accounting services, so the question of substandard public
performance 1is not relevant for the CPA not in public practice.

19 See for example, The Accounting Establishment by the staff of
the Subcommittee on Reports, Accounting and Management of the
Committee on Governmental Affairs of the United States Senate, 1976
(commonly referred to as the Metcalf Report) and The Commission on
AilLd.i.toxsl Responsibilities: Report, Conclusions and Recommendations,
AICPA, 1978 (commonly referred to as the Cohen Commission Report).

20 Regulators have recognized that the proliferation of technical
authoritative standards requires continuing effort by CPAs to stay
abreast of current authoritative developments. 44 jurisdictions
(including Alaska under both the current and proposed statues) have
mandatory continuing professional education requirements. The AICPA
as well as NASBA endorses such requirements. NASBA also endorses
positive enforcement programs to monitor compliance of practicing
CPAs with GAAP :nd GAAS. Under such a program a Board of
Accountanc®™ ™ may review the publically available professional work of

licensees on a general and random basis, without any requirement of a
formal complaint or suspicion of impropriety on the part of any

particular licensee." (Joint draft model bill quoted) In the joint
Model Bill the positive enforcement provision is shown as optional
because of a difference in the 1 gislative policies of NASBA (which
favors it) and of the AICPA (which has wm® forg&iul policy) . Some
practitioners of public accounting are concerned about the excessive
intrusiveness of such a progranm. Such programs currently exist in
only a few states, but 1in Florida and Louisiana such programs are
considered very effective 1in ferreting out substandard work. The

Alaska statute does not provide for such a program nor 1is such a
program included in Senate Bill 31P.



If, however, the general public 1is not concerned with the
performance and proficiency of a Tier | CPA, one must question how
the public interest 1is benefitted from, the certification of such
private accountants. The public interest rationale for certification
and regulation hinges on tne public"s ability to assume a level of
technical knowledge and proficiency 1in individual public
accountants. Why should government expend any effort in certifying
accountants who are not 1in public practice? What is the rationale
for government certification of private accountants?

There 1is a self interest argument that can be made for the
certification of private accountants. The CPA certificate 1in our
society grants to an individual much more than the right to practice
public accounting. One might argue that the CPA designates an
individual as a professional accountant and not simply as a
professional public accountant. Some individuals undoubtedly believe
CPA stands for certified professional rather than public accountant.
If this 1is true, the private accountant is being denied the status
and prestige of a professional. Certainly private accountants, who
must possess a ievel of technical competence on par with public
accountants, are deserving of professional recognition. A tier |1 CPA
certificate for individuals who have qualified under education and
examination requirements would grant status and prestige as
professional accountants.

Private organizations have attempted to grant such status
through adoption of such titles as Certified Management Accountant

(CMA) and Certified Internal Auditor (CIlA). However, these titles



which are granted only after meeting education and exam requirements
arguably as strenuous as for the CPA,"™ may net be perceived as
professionally equivalent to CPA oy the general public. If one asks
a non-accountant what a CMA or CIA. designates, the response 1is likely
to be a blank expression or a reference to the Central Intelligence
Agency. That same individual would probably say that the CPA
designates a professional accountant. Is it fair to deny to
individuals 1in private accounting the title that the public equates
with a professional accountant? This question 1is especially relevant
when one realizes that the title CPA was originally granted as a
result of the self-interest political pressure of public accountants
rather than as a result of a general public pressuring for

protection. Isn"t the self interest argument of the private
accountant just as valid as the self-interest argument of the public

accountant?

21 The CMA exam 1is sponsored by the National Association of
Accountants and was first administered in 1972. The 17 1/2 hour exanm
includes five 3 1/2 hour sections; (1) Economics and Business
Finance, (2) Organization and Behavior Including Ethical
Considerations, (3) Public Reporting Standards, Auditing, and Taxes,
(4) Periodic Reporting for Internal and External Purposes, and (5)
Decision Analysis, Including Modeling and Information Systems. Two
years of management accounting work experience must be completed and
successful passing of the exam 1is required to attain the CMA
designation.

The CIA exam 1is sponsored by the Institute of Internal Auditors
and was Tfirst administered in 1974. The 12 hour exam includes four 3
hour sections; (1) Principles of Internal Auditing, (2) Internal
Audit Techniques, (3) Principles of Management, and (4) Disciplines
Related to Internal Auditing. Two years of internal audit experience
must be completed and successful passing of the exam 1is required to
attain the CIA designation.

In addition to the exam and experience requirements, both the
CMA and CIA certificates also require a baccalaureate education.

There are several other professional accounting designations
including CBA (Chartered Bank Auditor, CDP (Certificate in Data
Processing), Enrolled Agent (one enrolled to practice before the
IRS), CFA (Chartered F.nancial Analyst), and CISA (Certified
Information Systems Auditor). See "An Evaluation of Professional
Certification Programs in Accouting”™ by J. Guy and L. Kistler in the
September 1975 Journal of Accountancy for additional discussion of
these programs.



Though self-interest might have been the original 1impetus for
public accountancy laws, there does currently appear to be a
concensus that the public interest 1is served thrcujh such laws.

State Accountancy Hoards 1in several states have been subjected to
sunset reviews 1in recent years ana no state has eliminated its public
accountancy statute. As the body of accounting and auditing
knowledge has expanded and as the accounting profession has been
attacked for alleged substandard performance, regulation of the
public accountancy profession does appear to be a valid public
interest. Therefore, the effect of a two-tier certification system
on the regulation process protecting that public interest must be
considered. Under a two-tier system there exist two different groups
of accountants who possess exactly the same title, but who are not
eligible to engage in the same accounting services. The result may
be the substitution of one regulation implementation problem for
another.

Under a two-tier system the problem of fair implementation of

the experience requirement would be eliminated insofar as tier |

certification 1is concerned. However, under the two-tier systems,
State Boards have a new problem insuring that ticiL I licensees do not
engage in services restricted to tier Il licensees. When Connecticut

repealed its two-tier system in 1903, this problem was cited as a
reason for the repeal movement. In a March 17, 1983 legislative
hearing on the repeal bill, George Viely, President of the
Connecticut Society of CPA"s stated, "the confusion and difficulties
of policing the present system have convinced tlie Board of
Accountancy to change back to the single tier system whereby the

granting of a certificate and the licensing to practice use the same



criteria.” Other two-tier states have suggested similar policing
problems. Two-tier certification was briefly discussed at a January
1934 *oint AICP.v MASBA meeting and representatives of two-tier
states, notably Missouri, voiced this ir.plementation concern.
Another criticism of the two-tier system is the alleged
confusion of the general public. Bernard Blum, chairman of the
Connecticut State Board of Accountancy, stated in the same March 17,
1983 repeal hearing, "the public 1is confused when they see a
certificate that says Certified Public Accountant and the person is
not licensed to practice."” This concern, however, might be
overstating the public®"s level of understanding regarding the
different types of accountants without a two-tier system. Kevin
O"Brien, an attorney in Connecticut, testifea in a March 10, 1981
hearing 1in which the Connecticut legislature was considering the bill
which established 1its two-tier system, "I understand the problem you
raised regarding how does the public know about all this. I submit

that | as an attorney who"s been in business for six years, have some

problem telling wh”t accountants are now. I have a good friend who"s
a public accountant. Well, I didn"t know for years that he wasn"t a
certified public accountant. And he does my taxes. I don"t know

what the difference Iis. And I submit that one more level 1isn"t going

to hurt people too much."”
Conclusion

This paper has attempted to examine the qualifications criteria
for certification of accountants. Good arguments can be made for and
against any experience requirement and for and against the two-tier
certification system proposed ir. Senate Bill 318. This section of

the paper expresses the opinicns of the author. The reader should be



aware that those opinions are clouded by the perspective and
self-interest of cne who 1is certified in Alaska, who did work in
public accounting to meet the experience requirement, and who has
spent the last ten years teaching accounting in Alaska. The reader
should also be cautioned that the opinions expressed are solely those
of the author and do not represent the position of the University of
Alaska-Fairbanks or 1its Accounting Faculty.

Experience in public accounting 1is necessary before an
individual becomes proficient enough 1in accounting to individually
practice public accounting. Students, upon graduation, generally are
well versed in the theory of accounting and auditing. Often the
classroom can prepare an individual to pass the CPA exam, but the
classroom doesn®"t develop the professional judgment and proficiency
that the public should expect of a CPA. Many students upon
graduation have never experienced a real accounting system. While
the first years of employment in public accounting may be devoted to
fairly routine accounting and auditing work, those years expose the
recent hire to live accounting systems. Additionally, while the
recent hire may not be exercising any administrative control over
client engagements, he 1is learning about the various factors that
must be considered when he 1is placed 1in such a control position. |
favor retention of an experience requirement before an individual ir
certified to practice public accounting.

I am persuaded that the CPA certificate does represent the
indieatoi of a professional accountant in our society. Other
professional designations (such as CMA) should be equally prestigious
but at the present time they are not so regarded. It is unfair to

deny the symbol of accounting professionalism to private accountants.



Therefore, 1 do favor a two-tier system which would allow the private
accountant to attain the CPA designation. However, in my opinion,
professionalism of the private accountant is as dependent wupon
experience as it is for the public accountant. No accountant should
be designated as a CPA without first completing an experience
requirement.

Therefore, 1 favor a two-tier system, but not the system
proposed 1in Senate Bill 313. The tier || certificate should be
granted after an experience qualification has been fulfilled;
however, that requirement should be similar to the Texas
requirement. (See page 17). This would allow private accountants in
Alaska to become certified, but only after two or three years of
accounting experience of a non-routine nature which required
independent judgment on important matters. The tier 11 license to
practice public accounting should be granted only after two or three
years of public accounting experience 1including some time devoted to
audit planning and control. Such a two-tier system would 1insure that
the CPA designation is only granted to individuals who had developed
the professional jJjudgment that comes from practical experience and
would insure that practicing public accountants would have experience
in performing the restricted activities of public accounting.

Additionally, 1 believe a good case can be male for requiring an
applicant without public accounting experience to pass the CMA or CIA
exam. (See footnote 21). IT the granting of a CPA certificate to
private accountants 1is to certify accounting professionalism, it is
reasonable to expect the applicant to possess the technical knowledge

of a private accounting professional. The CIA and CIA exams require



Two areas of such conflict are the 1lack of a five yeareducation
requirement advocated by both NASEA and the AICPA and the lack of a
positive enforcement program, advocated by 1ASEA bit not by the
AICPA, I would personally favor inclusion of a positive enforcement
program 1in any revision to Alaska"s Statute.

Senate Bill 318 or some substitute would affect every

professional accountant in Alaska. The general public willbe
affected by any change 1in existing regulations. This paper has
attempted to discuss some of the relevant 1issues. Interested parties

are encouraged to express their opinions and concerns to the

legislature.
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j8iate Senate

March 9, 198s
MEMORANDUM

To: Senator Richard Eliason
Chairman, Senate Labor
3 Commerce Committee

From: Senator I%ory‘GiIman
Would you please enter the attached letter as testimony for the hearing on
SB 318, "An Act relating to the practice of public accounting; and providing

for an effective date."

Thank you.
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immediate response to our phone conversation of

am optosing portions of SB 318,

po3i tion:

Years of experience 1in accounting 25+ years
Included in above experience:

private industry 6 years

self-employed accountant, all

within Alaska 17+ years
Director-Alaska Society of Independent

Accountants )i years
Alaska State Director-National Society of

Public Accountants IV years
Accrediated in accounting by Accreditati® n

Council for Accountants 64- years
Accredited ir. taxation by Accreditation

Council for Accountants 2+ years
Enrolled to practice before the I.R.S. 19+ years

flon to SB 318 objections:
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statement based on a compilation of the report”
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.Statement
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on line 28 that states™, or is about to engage,"”
Sec. Jj3 AS 08.0Ji.680 (page 23) startingon line LJj,

(C), tp) _ the entire section (7).
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n - financial

"(B) review

a report expressing assurance on
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25 and again
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1?BU

statement
ort on a financial
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The ability to repay is based primarily on currant financial
statements and immediate past 2rmars 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 1is anything el3c 1 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?

Respectfully,
I"-

"John E. (.Jack) Baxter
Alaska State Director M.S.1%A.
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M EMORANDUM March 30, 1984

SUBJECT: Practice of public accounting
(Draft SSSB 318)

TO: Senator Bettye Fahrenkamp

FROM: Tamara Brandt Cook ,ruj/
Deputy Director
Division of Legal Services

Here is the section by section analysis that you requested
for the draft of SSSB 318.

Section 1 The section requiring regulations adopted and
proceedings held under AS 08.01 to be ,ione under the Admin—
istrative Procedure Act is modified to indicate that other
law may exempt a particular proceeding. AS 08.01 applies tc
the Board of Public Accountancy and under section 26 of this
draft, hearings of that board are not subject to the APA.
Consequently, the change to this section is necessary.

Section 2 The termination date for the BoardofPublic
Accountancy 1is extended to June 30, 1986.

Section 3 Six, rather than five, members of the board must
be certiiied public accountants and four of them must have
permits to practice under AS 08.04. The board now has only
one public member, rather than two.

Section 4 The requirement that no board member that has
served two successive complete terms may be reapointed unti]
one year after the expiration of the last term has been
deleted.

Section 5 The requirement that vacancies on the board be
filled within 60 days 1is deleted. The requirement that a
member continues to serve until his successor formally
advises the board of acceptance of appointment and appears
at the next meeting 1is deleted.
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Section 6 The board is required to elect a chairman, rather
than a presiding officer. The provision that one perron
could serve as secretary and treasurer 1is deleted.

Section 7 The types of regulations that may be adopted by
the board are itemized.

Section J} The board must submit an annual report to the
governor containing specified information that will be made
available to any person on request.

Section 9 At least 90 days before adopting a regulation,
the board must mail a copy of the proposal to each person
certified under AS 08.04 with a request that advisory com—
ments be submitted at least 45 days before the proposed
effective date.

Section 10 Requirements for a certificate of "certified
public accountant” are set out.

Section 11 The board may waive the educational requirement
tor a certificate if it determines that the educational
qualifications of the applicant are acceptable. The reason
for and method by which the board may refuse a certificate
for lack of good character are clarified.

Section 12 Examinations are to be held at least twice each
year. Requirements for eligibility to take the examination
are set out.

Section 13 The amount of an application to take an ex—
amination is set by the board, rather than being $50.

Section 14 Application for certification by a nonresident
constitutes the appointment of the lieutenant governor as
agent for service of process in an action arising out of the
practice of public accounting in this state by the nonresi —
dent .

Section 15 Qualifications for a permit to practice public
accounting for an individual, a partnership and a corp—
oration are set out.

Section 16 A person with r certificate from this or another
state may use the title "certified public accountant™, ex-—
cept that a person offering financial services to the public
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may not use the title unless the person has a permit to
practice, even if he actually has a certificate.

Section 17 A person with a certificate before the effective
date of this Act does not have to obtain a new one.

Section 18 A partnership or corporation engaged 1in public
accounting must register with the board and must meet
itemized requirements.

Section 19 The board must establish the fee for registra-
tion of partnerships and corporations.

Section 20 Each office for the practice of public account-
ing must be registered biennuially, rather than annually.

Section 21 The board shall establish a fee for the regis-
tration of an office.

Section 22 The title "certified public accountant™ may not
be used in connection with an officer registered under AS
03.04 unless it is under the direct supervision of a person
with a permit to practice.

Section 23 The board"s authority to suspend a certificate,
permit, or registration is limited so that the board may do
so only for a period not to exceed two years. The grounds

for suspensions are altered somewhat.

Section 24 A hearing requirement 1is specifically added to
the section authorizing the board to revoke the regi: tration
or permit to practice of a partnership or corporation that
does not meet qualifications for registration. Under
existing lav; a hearing 1is required under the APA.

Section 25 A hearing requirement is specifically added to
the section authorizing the board to revoke the registration
and permit to practice of a partnership or corporation for
grounds other than those set out in the previous section.
Under existing lav; a hearing would be held under the APA.

Section 26 A procedure for hearings by the board is estab-
iished. These hearings arc not conducted under the ArA, as
hearings of other occupational boards are. A person ad-—
versely affected by an order of the board after a hearing
may petition for court review within 30 days. The review
shall be de novo on the record. Upon taking disciplinary
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action, the board is required to notify the board of
accountancy of any other state the person helds a certifi—
cate, registration or permit in.

Section 27 A person may not use the title "certified public
accountant”™ unless he has a certificate, hut he need not
have a permit tc practice.

Section 28 A person offering financial services may not use
the title "certified public accountant” even if he is
certified unless he has a permit to practice.

Section 29 A partnership or corporation may not use the
title "certified public accountant”™ unless it is registered
and has a permit to practice. This 1is the same as existing
law, but deletes a reference to a repealed section.

Section 30 This 1is the same as existing lav;, but deletes a
reference to a repealed section.

Section 31 This is the same as existing lav;, but deletes a
reference to a repealed section.

Section 32 This is the sane asexisting law, but deleles a
reference to a repealed section and adds a cross-reierenec
to the sections prohibiting a certified person from using a
title if that person does not have a permit and 1is offering
financial services.

Section 33 This is essentially the same as existing law,
but deletes a reference to a repealed section.

Section 34 "this is essentially the same as existing law,
but deletes a reference so a repealed section.

Section 35 This 1is the same a.s existing law, but: deletes a
rercrence to a repealed section.

Section 36 This is the same asexisting law, hut minor
drafting changes have been madeTor consistency of work
usage.

Section 37 Paragraphs are added to the section 1itemizing
things that are not prohibited under AS 08.04 relating to~
disclosure of confidential information, use of a title, and
the offering of financial services by persons without per—
mits to practice.
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Section 38 The section on injunctions is made applicable to
violations of the entire chapter, rather than to only
certain sections.

Section 39 Violation of the chapter is made a class A mis-
demeanor.

Section A0 This has been redrafted slightly for clarity.
Section Al This permits an accountant®"s working papers to

be transferred to the accountant®"s corporation, or the suc-—
cessor in interest to the partnership or corporation, as

well as to the accountant®"s partner.

Section A2 An accountant 1is prohibited from disclosing con—
fidential information obtained in the course of performing
public accounting, except in certain circumstances.

Section A3 Additional definitions are added to AS 08.0A.

Section AA A member of the board serving on the effective
date of this Act continues to serve until the term expires.

Section A5 Certain provisions are repealed.
Section Aft The Act Lakes effect January 1, .1985.

TBC.-o0ib
J5/037
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CHAIRMAN (307) 465-3844

OFFICIAL DUSINEJ3

MEMORANG G ITM
TO: Senator Bill Ray, Chair fj
Senate Judiciary Committee //
FROM:  Senator Dick Eliason (/[ /'
RE: SB 360 - "An Actrelating to checking recounts"”
DATE: April 18, 1984

The Senate Labor and Commerce Committee recently held two hearings on SB

360 - "An Act relating to checking accounts". Two distinct versions of
this legislation were considered by the Committee. In both instances the
banking community opposed sections of SB 360. However, this does not
mean the bankers are against legislation which addresses the problem of
"bad check"™ writers. On the contrary, the Alaska Bankers Association

supports the intent and objectives of this legislation.

The original version of SB 360 was based on legislation enacted by the

State of Minnesota. This version required the banks to verify an
applicant®s financial stability before a <checking account could be
opened. As there 1Is no central data base where an applicant®s financial

history 1is recorded, representatives from t>% banks testified that it
vDuld be virtually impossible to accurately and efficiently verify the
applicant®s information before opening a checking account.

The main objections to a committee substitute drafted by the Senate Labor
and Commerce Committee centered on the requirement that a photo ID be a
requirement for openinga checking accountand the stipulation that each
check indicate when theaccount was opened. Testimony indicated that the
absolute requirement for a photo ID may be a potential hardship for bush
area customers where some people do not have drivers®™ licenses.

The stipulation that banks print checks indicating the date 1in which the
account was established would prove unenforceable according to a bank
representative. If a customer objects strongly to this requirement, the
checks coulLd be printed by any publishing house.



In summary, in vrecognition of the problem stemming from "bad

check™
writers, | offer a committee substitute based on legislation recently
enacted by California. The major thrust of this version is to increase
the civil penalties for writing a NSF check.

The various versions of SB 360 are attached for your consideration.



SECTIONAL ANALYSIS

Section 1
a) Before opening a checking account, the applicant must provide
identifiable information, including a driver®s license or another

identifying document which includes the applicant®s photograph.

b) The applicant who falsifies the information 1is guilty of a class B
misdemeanor.

c) A bank may not authorize the checking account if the applicant cannot
provide "photo ID". If the applicant 1is a minor, the parent/ guardian
can provide identification.

The bank can waive this requirement if the applicant has had another type
of account with the bank for at least a year.

d) The bank shall print checks indicating the month and year the account
was opened. If the applicant had a checking account for 2 years or more
within 5 years of the date of the new request, the bank can print the
month and year of the earlier account.

e) These requirements, except as provided in (c) of this section, do not
limit the bank®s discretion whether to grant or deny the application.

Section 06.55.020

a) A person who 1issues a bad check and who fails to pay the amount of
the check within 30 days after receiving a written demand for payment is
liable for the amount of the check plus 3 times the check value. The
damages, exclusive, of the amount of the check, may not be less than $100
or more than $500.

b) The check 1is priina facie evidence 1if the payee records 1identifying
information on the check and verifies the information against a photo ID.

Section 06.55.500

This section lists a variety of definitions. "Financial institution” is
defined as a "bank, savings and loan association, credit union, or other
business association authorized to offer transaction accounts in the
state.
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relating to commerce; establishing standards and
procedures for the release of financial information;
establishing procedures for opening checking accounts;
providing for civil liability for issuance of
dishonored checks; clarifying conciliation court
jurisdiction for actions on dishonored checks;
requiring release of certain account information to
check holders and law enforcement authorities;
amending Minnesota Statutes 1982, sections 487.30,
subdivision 4; 488A.12, subdivision 3; 483A.29,

. subdivision 3; and 609.535; proposing new law coded 1in
Minnesota Statutes, chapters 43 and 332; proposing new
law coded as Minnesota Statutes, chapter 13A;
repealing Minnesota Statutes 1982, section 48.511.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
Section 1. [13A .01] (DEFINITIONS.)
Subdivision 1. [SCOPE.] For the purpose of this chapter,

the following terms have the meanings given thenm.

Subd. 2. [FINANCIAL INSTITUTION.) I"Financial institution”

means any office of a bank, savings bank, 1industrial 1loan

company,, trust company, savings and loan, building and loan,
credit union, or consumer finance institution, Jlocated 1in the
state.

Subd. 3. (FINANCIAL RECORD.) "Financial record"™ means an

original of, a copy of, or information known to have been
derived from, any record held by a financial institution

pertaining to a customer®s relationship with the financial
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Subd. 4. [GOVERNMENT AUTHORITY.] "Government authority".
means any agency or department of the state or a local unit of
government, or any officer, employee, or agent of it.

Subd. 5. [CUSTOMER.] "Customerl means any natural person
or authorised representative of that person who utilised or is
utilising any service of a financial institution, or for whom a
financial institution 1is acting or has acted as a fiduciary, 1in
relation to an account maintained in the person ™ name.

Subd.6. [LAW ENFORCEMENT INQUIRY.] "Law enforcement
-inquiry” means a lawful 1investigation or official proceeding
inquiring into a violation of, or failure to comply with, any
criminal or civil statute or any rule or order issued pursuant
to it.

Sec. 2. [13A.02) (ACCESS TO FINANCIAL RECORDS BY
GOVERNMENT AUTHORITIES PROHIBITED.]

Subdivision 1. [ACCESS BY GOVERNMENT.] Except as
authorized by this chapter, no government authority may have
access to, or obtain copies of, or the information contained 1in,
the financial records of any customer from a financial
institution unless the financial records are reasonably
described and:

(1) The customer has authorized the disclosure;

(2) The financial records are disclosed in response to a
search warrant;

(3) The financial records are disclosed in response to a
judicialor administrative subpoena; or

(4) The financial records are disclosed pursuant tosection
609.535 or other statute or rule.

Subd. 2. [RELEASE PROHIBITED.] No financial 1institution,
or officer, employee, or agent of a financial institution, may
provide to any government authority access to, or copies of, or
the information contained in, the financial records of any
customer except in accordance with the provisions of this
chapter.

Nothing in this chapter shall require a financial

institution to inquire or determine that those seeking
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disclosure have duly complied with the requirements of this
chapter, provided only that the customer authorization, search
warrant, subpoena, or written certification pursuant to section
609.535, subdivision 5, or other statute or rule, served on or
delivered to a financial institution shows compliance on its
face.

Subd. 3. [NOTICE TO CUSTOMER.) Within 180 days after a
government authority obtains access to the financial records of
a customer pursuant to a search warrant or a judicial or
administrative subpoena, it shall notify the customer of its
action unless a delay of notice 1is obtained pursuant to section
3. The notice shall be sufficient to inform the customer of the
name of the government authority or government authorities
having had access to the records, the financial records to which
access was obtained, and the purpose of the law enforcement
inquiry, 1including transfers of financial records made pursuant
to subdivision 5. Notice may be given by providing the customer
with « copy of the search warrant or subpoena.

. Subd. 4. [DUTY OF FINANCIAL INSTITUTIONS.) Upon receipt of
a request for financial records made by a government authority,
the financial .einstitution shall, unless otherwise provided by
law, proceed to assemble the records requested within a
reasonable time and be prepared to deliver the records to the
government authority upon receipt of the search warrant or
subpoena required under this section.

Subd. 5. [USE OF INFORMATION.)Financial records
originally obtained pursuant to this chapter may be transferred
to another government authority provided the transferred records
are pertinent and necessary to the receiving authority 1in
initiating, furthering, or completing a law enforcement inquiry.

When financial records subject to this chapter are
transferred to another government authority, the transferring
authority shall include the name of the receiving authority and
the financial records transferred 1in the notice required by
subdivision 3 of this section or, if the transfer occurs after

the notice has been sent to the customer, the transferring
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authority shall, upon written request by the customer, inform
the customer of the name of the government authority to which
the financial records were transferred.

Subd. 0. [STATUS OF RECORDS.] All financial records
obtained by a government authority pursuant to this section are
subject to the provisions of section 13.82, subdivision 5.

Sec. 3. [13A.03] [DELAYED NOTICE.]

Subdivision 1. [APPLICATION.] Upon application of the
government authority, a customer notice pursuant to section 2,
subdivision 3, may be delayed by order of an appropriate court
if the judge finds that:

(1) The law enforcement inquiry being conducted is within
the lawful jurisdiction of the government authority seeking the
financial records;

(2) There 1i.c reason to believe that the records being
sought are relevant to a legitimate law enforcement inquiry; and

(3) There 1is reason to believe that the notice will result
in (i) endangering life or physical safety of any person; (il)
flight from prosecution; (iii) destruction of or tampering with
evidence; (iv) intimidation of potential witnesses; or (v)
otherwise seriously jeopardising an investigation or official
proceeding or unduly delaying a trial or ongoing official
proceeding.

An application for delay must be made with reasonable
specificity.

"Subd. 2. [ORDER.] If the court makes the findings required
in subdivision 1, it shall enter an ex parte order granting the
requested delay for a period not to exceed 180 days and an order
prohibiting the financial 1institution from disclosing that
records have been obtained. If the court finds that there 1is
reason to believe that the notice may endanger the 1life or
physical safety of any person, the court may specify that the
delay be indefinite.

Extensions of the delay of notice of up to 90 days each may
be granted by the court upon application.

Sued. 3. [NOTICE.] Upon expiration of the period of delay
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with a copy of the notice required by section 2, subdivision 3.

Sec. 4. [13A .04] [EXCEPTIONS.]

Subdivision 1. [STATUTORY VIOLATIONS.] Nothing in this
chanter precludes any financial institution, or any officer,
employee, or agent of a financial institution, from notifying a
government authority that the institution, or officer, employee,
or agent has information which may be relevant to a possible
violation of any statute or rule and providing access to
financial records relevant to the possible violation.

Subd. 2. [RELEASE INCIDENT TO ANOTHER PROCEEDING.] Nothing
in this chapter precludes a financial institution, as an
incident to perfecting a security interest, proving a claim in
bankruptcy, or otherv'.”" ~e collecting on a debt owing, either to
the financial institution itself or in its role as a fiduciary,
from providing copies of any financial record to any court or
egovernment authority.

Subd. 3. (GOVERNMENT ASSISTANCE PROGRAMS.] Nothing in this
chapter precludes a financial institution, as an incident to
processing an application for assistance to a customer 1in the
form of a government loan, loan guaranty, or Jloan insurance
agreement, or as an incident to processing a default or., or
administering a government guaranteed or-insured loan, fronm
providing access to an appropriate government authority with any
financial record necessary to permit the authority to carry out
its responsibilities under a loan, loan guaranty, or loan
insurance agreement.

Whenever a customer applies for participation in a
government loan, loan guaranty, or loan insurance program, the
government authori ty administering the program shall give the
customer written notice of the authority"s access rights under
this subdivision. No further notification shall be required for
subsequent access by that authority during the term of the loan,
loan guaranty, or Jloan insurance agreement.

Financial records obtained pursuant to this subdivision may

be used only for the purpose for which they were originally
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obtained.

Subd. 4. [OTHER EXCEPTIONS.] Nothing 1in this chapter:

(a) Prohibits the disclosure of any financial records or
information which is not identified with or identifiable as
being derived from the financial records of a particular
customer;

(b) Prohibits examination by or disclosure to the
commissioner of banks of financial records or information 1in the
exercise of his supervisory, regulatory, or monetary functions
with respect to a financial institution;

(c) Shall apply when financial records are sought by a
government authority under the rules of civil or criminal
procedure in connection with Ilitigation tce which the government
authority and the customer are parties;

(d) Shall apply when financial records are sought by a
government authority 1in connection with a lawful proceeding,
investigation, examination, or 1inspection directed at the
financial institution in possession of the records or at a legal
entity which is not a customer;

(e) Shall apply to any subpoena or court order 1issued in
connection with proceedings before a grand jury;

(f) Shall apply to subpoenas issued in civil cases pursuant
to the rules of civil procedure; or

(9g) Shall apply when a government authority 1is seeking only
the name, address, account number, and t”pe of account of any
customer or ascertainable group of customers associated with a
financial transaction or class of financial transaction.

Sec. 5. [48.512] (PROCEDURES FOR OPENING CHECKING
ACCOUNTS . ]

Subdivision 1. [DEFINITIONS.] For the purpose of this
section the following terms have the meanings given:

(a) "Financial 1intermediary”™ means any person doing
business in this state who offers transaction accounts to the
public.

(b) "Transaction account™ means a deposit or account

established and maintained by a natural person or persons under
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permitted to make withdrawals by negotiable or transferable
instruments, payment orders of withdrawal, or other similar
device for the purpose of making payments or transfers to third
persons or others, including demand deposits or accounts subject
to check, draft, n?gotiable order of withdrawal, share draft, or
other similar item. A transaction account does not include the
deposit or account of a partnership having more than three
partners, the personal representative of an estate, the trustee
of a trust or a limited partnership.

Subd. 2. [REQUIRED INFORMATION.] Before opening or
authorizing signat / power over a transaction account, a
financial 1intermediary shall require one applicant to provide
the following information on an applica{ion document signed by
the applicant:

(a) full name;

(b) birth date;

(c) address jf residence;

(d) address of current employment, 1if employed;

(e) telephone numbers of residence and place of employment,
if any;

(f) social security number;

(9) driver®"s license or 1identification card number 1issued
pursuant to section 171.07. If the applicant does not have a
driver®s license or identification card, the applicant may
provide an identification document number 1issued for
ider.cification purposes by any state, federal, or foreign
government if the document includes the applicant®"s photograph,
fuU name, birth date, and signature;

(h) whether the applicant has had a transaction account at
the same or another financial intermediary within 12 months
immediately preceding the application, and, 1if so, the name of
the financial intermediary;

(i) whether the applicant has had a transaction account
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and, if so, the reason the account was closed; and

(2/ whether the applicant has been convicted of a criminal
offense because of the use of a check or other similar item
within 24 months immediately preceding the application.

A financial 1intermediary may require an applicant to
disclose additional information.

An applicant who makes a false material statement that he
does not believe to be true in an application document with
respect to information required to be provided by this
subdivision 1is guilty of perjury. The financial intermediary
shall notify the applicant of the provisions of this paragraph.

Subd. 3. [CONFIRM MO INVOLUNTARY CLOSING.) Before opening
or authorising signatory power over a transaction account, the
financial intermediary shall attempt to verify the information
disclosed for subdivision 2, clause (i). The financial
intermediary may not open or authorize signatory power over a
transaction account if (i) the applicant had a transaction
account closed by a financial intermediary without his consent
because of his issuance of dishonored checks within 12 months
immediately preceding the application, or (ii) the applicant has
been convicted of a criminal offense because of the use of a
check or other similar item within 24 months immediately
preceding the application.

IT the transaction account is refused, the reasons-for the
refusal shall be given to the applicant in writing.

Subd. 4. (IDENTIFICATION 1S REQUIRED.) A financial
intermediary shall not open or authorize signatory power over a
transaction account if none of the applicants provides a
driver"s Jlicense, 1identification card, or identification
document as required by subdivision 2. "When a minor is the
applicant and the minor does not have a driver®s Jlicense or
identification card issued pursuant to section 171.07, the
identification recuirements of subdivision 2, clause (g), and

this subdivision are satisfied if the minor®"s parent or guardian

e — - e

provides identification of his own that meets the 1identification
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of account with the financial intermediary for at least one year
immediately preceding the time of application.

Subd. 5. [MO LIABILITY.] The requirements of this section
do not 1impose any liability on financial intermediaries offering
transaction accounts or, except as provided in subdivisions 3
and 4, limit a financial intermediary®s discretion as to whether
to grant or deny an application subject to this section.

[WORTHLESS CHECK COLLECTIONS]

Sec. 0. [332.50] [CIVIL LIABILITY FOR ISSUANCE OE
WORTHLESS CHECK.]

Subdivision 1. [DEFINITIONS.] "Check™ means a check,
draft, order of withdrawal, or similar negotiable or
nonnegotiable instrument.

"Credit" means an arrangement or understanding with the
drawee for the payment of the check.

Subd. 2. (ACTS CONSTITUTING.] Whoever 1issues any check
that is dishonored and 1is not paid within 30 days after mailing
a notice of dishonor and a copy of sections 6 and 609.535 in
compliance with subdivision 3, is liable to the holder for the
amount of the check plus a civil penalty of up to $100, interest
at the rate payable on judgments pursuant to section 549.09 on
the face amount of the check from the date of dishonor,
reasonable attorney fees if the amount of the check is over
$1,250, and a service charge not exceeding $15 if written notice
of the service charge was conspicuously displayed on the
premises when the check was 1issued.

This subdivision prevails over any provision of law
limiting, prohibiting, or otherwise regulating service charges
authorised by this subdivision.

Subd. 3. [NOTICE OF DISHONOR REQUIRED.] Notice of
nonpayment or dishonor and a copy of sections 6 and 603.535

shall be sent by the payee or holder of the checx to the drawer
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printed orwritten on the check.fie i1ssuance of a check with

an addressprinted or written on it is a representation by the
drawer that the address 1is the correct address for receipt of
mail concerning the check. Failure of the drawer to receive a
regular orcertified mail notice sent to that address 1is not a
defense toliability under this section, if the drawer has had
actual notice for 30 days -that the check has been dishonored.

An affidavit of service by mailing shall be retained by the
payee or holder of the check.

Sued. 4. [PROOF OF IDENTITY.] The check 1is prima facie
evidence of the identity of the drawer 1i1f the person receiving
the check:

(a) records the following information about the drawer on
the check, unless it is printed on the face of the check:

(1) name;

12) home or work address;

(3) home or work telephone number; and

(4) 1identification numberissued pursuant tosection 171.07;

(b) compares the drawer®s physical appearance,signature,
and the personal information recorded on the check with the
drawer®"s 1identification card issued pursuant to section 171.07;
and

(c) initials the check to indicate compliance with these
requirements.

Subd. 5. (DEFENSES.) Any defense otherwise available to
the drawer also applies to liability under this section.

Sec. 7. Minnesota Statuces 1932, section 437.30,
subdivision 4, is amended to read:

Subd. 4. (JURISDICTION; WORTHLESS DISHONORED CHECKS.) The
conciliation court has jJurisdiction to determine a civil action
commenced by a plaintiff, resident of the county, to recover the
amountof a wei-.iaess dishonored check issued in the county
wieniethe meaning ei seeeien SGI9t53S, neewiehaeanding thae even
though the defendant or defendants are not residents of the
countysrevided that, if the notice of nonpayment or dishonor

required "ey described in section 509.535, subdivision 3, is sent
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scales that the payee or holder of the check er ether Order Of
payment ei menay may commence a conciliation court action in the
county where the werehiess dishonored check was 1issued to
recover the amount of the check. This subdivision does not
apply to a check er ether erder fer payment ef£ meney that has
been dishonored by a stop payment order. Notwithstanding any
law or rule of civil procedure to the contrary, the summons in
any action commenced under this subdivision may be served
anywhere within the state of Minnesota. The conciliation court
clerk shall attach a copy of the dishonored check er ether erder
fer payment &£ meney to the summons before it is issued.

Sec. 3. Minnesota Statutes 1982, section 438A.12,
subdivision 3, is amended to read:

Subd. 3. [JURISDICTION.] (a) Excepting actions involving
title to real estate, the court has jurisdiction to hear, -
conciliate, try, and determine civil actions at law where the
amount in controversy does not exceed the sum of $1,250. The
territorial jJurisdiction of the court 1is coextensive with the
geographic boundaries of the county of Hennepin.

(b) Notwithstanding the provisions of elattse paragraph (a),
or any rule of court to the contrary, the conciliation court of
Hennepin county has jurisdiction to determine an action brought
pursuant to section 504.20 for the recovery of a deposit on
rental property located in whole or in part 1in Hennepin county,
and the summons in the action may be served anywhere within the
state of Minnesota.

(c) Notwithstanding the provisions of elauae paragraph (a),
or any rule of court to the contrary, the conciliation court of
Hennepin county has jurisdiction to determine a civil action
commenced by a plaintiff, a resident of Hennepin county, to
recover the amount of a worthless dishonored check 1issued 1in the
county within the meaning ef£ seetien SG9-535, notwithstanding
that even though the defendant or defendants are not residents
of Hennepin county prevised that, if the notice of nonpayment or

dishonor repaired by described in section £09.535, subdivision



