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FOOTNOTES (continued):

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

MASSACHUSETTS- The boards do not receilve separate appropriations from the
Legislature. The Secretariat of the Division of Registration, Office of
Consumer Affairs, 1is responsible for budgeting and allocation ofthe funds
appropriated to the Division for the operation of the boards.

MISSOURI- One exception to this pattern 1is the Board of Hearing AidDealers and
Fitters which deposits its fees in the general fund. A bill 1is currently
being debated in the Missouri Legislature which would abolish the special
funds.

NEBRASKA- Fifteen percent of all fees remitted to the state treasury by a board
may be credited to the general fund, if appropriated by the legislature. The
remaining eighty-five percent are credited to the specific fund account of the
board.

NORTH DAKOTA- Each board deposits all fees and other monies received in any bank
selected by the majority vote of its governing body.

OKLAHOMA- In the case of the Board of Optometric Examiners, ninety percent of all
monies accruing to the fund are automatically appropriated to the board.

OREGON- All fees collected by an occupational licensing board are deposited in a
separate account for that board within the general fund. Although the boards
maintain control of their funds, they go through the normal budget review and
appropriations process and must remain within the established expenditure
limitations on their fees.

PENNSYLVANIA- All monies collected are paid into the Professional Licensure
Augmentation Account, which 1is a special restricted receipts account within the
general fund. The general assembly annually appropriates monies available from
the Professional Augmentation Account for the operation of the various boards.

RHODE ISLAND- Exceptions to this pattern include the Board of Medical Review and
the Board of Hearing Aid Dealers and Fitters which retain special accounts for
the fees they collect and are financed by those fees.

TEXAS- However, statutes concerning boards such as the Board of Optometry, the
Board of Professional Nurse Registration, the Board of Practical Nurse
Registration and the Board of Medical Examiners further state that money is to
be expended by boards as specified by itemized appropriation in the general
appropriations act.

VERMONT- One exception to this pattern is the Board of Medical Practice which
deposits the fees it collects (excluding examination fees) into a special fund
and is financed by those fees. Examination fees collected by all the boards
are deposited into a special examination fund.

WASHINGTON- There are several exceptions to this general pattern. Fees for
architects, engineers, optometrists and psychologists are deposited in special
accounts, and operating funds for these boards come from those accounts.



FOOTNOTES (continued):

23. WISCONSIN- Fees collected oy the boards are deposited into the general fund, but
are credited to the board. Appropriations made to a board will come from the
funds it deposited, witu each board being eligible for up to ninety percent of

the money deposited.

24. WYOMING- A few boards, such as the Board of Chiropractic Examiners and the Board

of Examiners in Podiatry, have ten percent of their collected fees depo” in
the general fund and the remaining ninety percent deposited in a specia rd
account.

25. DISTRICT OF COLUMBIA- The occupational and professional licensure boards and
commissions administered by the Department of Licenses, Investigations arid
Inspections do no have separate budget reviews or separate appropriations from
the legislative body of the District of Columbia. The administrative costs
associated with these boards and commissions are a part of the Department®s

total budget funding request.



PUBLICATIONS FROM THE NATIONAL CLEARINGHOUSE ON LICENSURE, ENFORCEMENT AND
REGULATION, AND THE COUNCIL OF STATE GOVERNMENTS

Financing Patterns of Health Licensure Boards. 1983; C-13; S3.50
Health Licensure Fees. 1983; C-4; S3.50
Occupational -icensure and Regulation: A Bibliography. 1983; C-12; S5.CJ

Sunset: A Schedule of State Sunset Reviews. 1983; RM-715; $15 (free to state
officials)

Occupational Licensing and Enforcement: Guidelines for the Investigator. 1982; C-I;

$10.00

Licensing Professional Peace Officers: Minnesota"s Peace Officer Standards and
Training Board. 1982; RM7T3TS5.00

Health Licensure Boards: Public Membership. 1981; RM698; $3.00

Occupational Licensing: Centralizing State Licensure Functions. 1980; RM683; $3.50
Sunset: Expectation and Experience. 1981; RM699; $15.00

Occupational Licensing: Questions a Legislator Should Ask. 1978; RM635; $3.50

State Regulatory Policies: Dentistry and the Health Professions. 1979; RM660; $4.50
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The Council is a joint agency of all the state govern-
ments— created, supported, and directed by them. It conducts
research on state programs and problems; maintains an infor-
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PURPOSE/GOALS

The meeting of the Chairs of the Licensing Boards was
convened by Carol Derfner, Special Staff Assistant to
the Governor for Boards and Commissions, on August 15,
1984, in the Governor"s Conference Room in Juneau.

The unique nature of the meeting was acknowledged, as
it was the first time the licensing boards had been
requested to meet with the Governor®s Office as a group.

The purpose statement, which had been "epared 1in advance
of the meeting, stated:

The primary purpose of this meeting
is to review the current status of
the public protection functionof
State government that is provided

by the regulation and licensure of
certain professions by the State;

to identify the problems that affect
this function; and to explore solutions
*0 those problems in order that the
public may be adequately and well
served by the State.

The three goals of the meeting were outlined as follows:
(1) to review the current status;

(2) to identify problems that affect the function;
and

(3) to explore solutions.
The secondary purposes of the meeting were outlined as:

* (1) resolutions of conflicts that exist among all
the people present and among all the various
components of state government that must work
together 1in order to ensure that the public is
protected and receives services for the occu—
pational licensing function of state government;

(2) the discovery of commonalities amongst those
present; the exchange of valuable information
and knowledge; "piecing together™ the total



picture of state involvement in licensing;
direct communication between persons involved
in the licensing function; and the opportunity
to waork to%ether to serve the public as state
officials Dbecause that is the first and fore-
most reason to occupy the positions.

The Chair presented supplementary information to the group
as illows:

*

More and more pressures have been placed on the
boards and commissions because of the increased
population which require greater e::fort on the
part of those involved, he Governor's Office
pledges to work with the chairs .at the meeting to
come uP with solutions that apply so that jobs can
be performed more efficiently.

The Governor's Office realizes that if more time

and resources are devoted to the problems experienced
by thle boards, a smoother regulatory function will
result.

Nothing which occurred in the day's meeting was con-
sidered confidential, nor would binding decisions be
made that day. The meeting was to serve as a means
of exploring options and resolutions to problems
only. No one present at the meeting was empowered

to make decisions on budgetary or legislative matters.
However, with the documentation and justification
which resulted from the meeting, a report would go

to those who are empowered to make decisions.

The morning session of the meeting would be recorded
to preserve the information presented. The afternoon
sessions would not be recorded as they were work
sessions.

Ms. Derfner's role in the meeting was to serve as
facilitator of the group in terms of sticking to
the stated purposes and the time frame. She has
been and would remain unbiased on the problems.
No discussion of personalities or repetitious
ruminating of the same problem would occur,

The %roup's discussion would result in a report
which would be transmitted to Governor Sheffield,



Attorney General Norman Gorsuch, and
Commissioner Richard Lyon of the Department
of Commerce and Economic Development.

The controlled environment, the Governor's Office
believed, would be conducive to information dis-
semination by state employees. The afternoon
sessions were to be a forum for sharing, designed
to find solutions, with the morning strictly one
of information presentation,



| SSUES IDENTIFIED
AS
PRIORITIES

The following issues were identified and agreed upon by the
participants at the Occupational Licensing Board Chairmens
meeting held in Juneau on August 15, 1984. These issues were
felt to be of pressing importance and are directed at the
Administration and the Legislature for action within the next
fiscal year.

1. The lack of travel fund' f
Boards for the remainder o
problems in the service of

or Occupational Licensing
f FY85 will present major
the public.

RECOMMENDATION: That travel funds be restored to
the FY84 level.

2. The Division of Occupational Licensing has experienced
a rapid increase in workload without a corresponding
staff increase over the past several years.

RECOMMENDATION: That new staff be added especially
|n\|/est|gators, licensing examiners, and clerical person-
nel.

RECOMMENDATION: That the Division of Occupational
Licensing automate more routine and administrative tasks.

RECOMMENDATION; That consideration be given to grouping
health professional boards and hiring appropriate staff
to assist in licensing function.

3. Legal assistance to the Occupational Licensing function
Is inconsistent and confusing to the Board members. Also,
investigations take too long. At least one board is facing
loss of legal assistance.

RECOMMENDATION: That the Attorney General look into the
legal assistance required by the Board of Guide Licensing
& Control and provide appropriate level of legal assistance.

RECOMMENDATION: That the Attorney General look into ways
to handle investigations and case resolutions in a more timely
manner.

RECOMMENDATION: That a training program for Board members
be instituted which includes training on state laws, pro-
cedures, and legal aspects of Board decisions.



There are outdated and conflicting statutes governing the
gcerations of the Occupational Licensing Boards and their
uties.

RECOMMENDATION; That legislation be submitted that brings
Title 8 statutes into conformity with licensing practices
resolves conflict in the statutes, and provides some degree
of uniformity,

RECOMMENDATION: That legislation be. considered that sets
licensing fees by regulation adopted by Boards ratner than
by statute which is so difficult and time-consuming to change.

RECOMMENDATION: That the ambiguities surrounding the legality
of votes taken b% teleconference be resolved through legislation
so as to permit Boards to consider regulatory revisions more
consistently.

The design of certain examinations and the administrative pro-
cedures used in administering exans needs review to ascertain
effectiveness.

RECOMMENDATION:  That the Division of Occupational Licensing
consider bringing in an expert in Occupational testing as a
consultant to review existing exams for content, paperflow
and procedures, and conformity with national standards.
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(1) passing the professional portion of the
architect, engineer or land surveyor examination
as prescribed by the board and paying the
appropriate fee; or

(22 reapglying to the boardfor issuance of a
certificate by comity asprescribed inl2 AAC
36.105 and paying the appropriate fee. (Eff.

5/30/82, Reg. 82)
Authority:AS0S.4S.101
AS 08.48.231(c)

12 aAC 36.170 FEES, following are the
prescribed fees:

(1) application for examination:
(A) Architect
ARE or Architectural
Registration EXam s S180
(B) Engineer

(i) EIT or Engineer

I TIRINING v S50
(if) PE or Professional
Engineer S 50
(C) Land Surveyor
(i) LSIT or Land Surveyor
IN TIAINING v S 50
(if) PLS or Professional
Land Surveyor S 50
(2) reexamination fee:
(A) Architect
ARE (each diviSion).mmmmmmns S 20
(B) Engineer
(1) E 1T o S50
(ii) PE S 50

(C) Land Surveyor
(i) LSIT oo S50

(i) PLS. NCEE Section

26

PROFESSIONAL AND
VOCATIONAL REGULATIONS

12AAC36.165
12 AAC 36.180

(ifi) PLS, AKLS or Alaska
Land Surveyor Section S 25
(3) application by comity, S50;

(4) application for corporate authorization,
S100;

(5) registration fee, S15 per year for balance
of biennial period;

(6) corporate authorization registrationfee,
S50 per year;

(7% registration  renewal, SI15 annually,
payable biennially by December 31 of odd-
numbered years;

(8) corporate authorization renewal, S50
annually, payable biennially byDecember 31 of
odd-numbered years;

820(9) amendment to corporate authorization,

(10) delinquent renewal fee for reinstatement
of expired registration. S30;

(11) postponement of examination, S20.
(Eff. 5/23/74, Reg. 50; am9/30/78, Res. 67; am
5/30/82, Reg. 82; am 6/29/S4, Reg. 90)

Authority: AS08.01.100
AS08.45.091
AS 05.48.101(a)
AS 08.48.201 (b)
AS 08.48 23i(b)and (c)
AS 0S.48.241 (i

12 AAC 36.180. SEAL, (a) The seal authorized
for use by professional architects is of the
following design:

<"*/4 91IH AT
P (Affix Original Signature) vy
fe C "'(VourName)'" e £ {



WASHINGTON (206) 753-6838

Medical Licensure: Full license $75.00
(Exam waiver or reciprocity)
1 year licensure
Renewal $60.00 per year

Renew on birthdate

FLORIDA  (904) 487-2252

Medical Licensure: Application by Endorsement $250.00
Application by Examination $350.00

Registration Fee $50.00
(In addtion to application)

Bienniel Licensure

Renewal $50.00

Both boards will verify information by sending printed fee schedules
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INTRODUCTION

DUTIES AND RESPONSIBILITIES

The Division of Occupational Licensing, iIn the Department of
Commerce and Economic Development, has statutory responsibility
for providing:

Administrative, budgetary, and support services to 18
boards and 98 licensing categories; and

Investigative services to all \icensing fields.

PURPOSE ALP SCOPE

As a part of our revi.w of the State®"s Boards and Commissions,
and at tha reqgwest of the Governor®s Office, we selected the
Division of Occupational Licensing and its assigned boards for
this review. The purpose of our review was to analyze the
services provided by the Division and find ways to improve those

services.
Our review iIncluded the following procedures:

Reviewing applicable statutes, regulations, and
departmental policies and procedures.

Interviewing Division, Board, and Department of Law
personnel.

Analyzing 1i1nformation gathered at the Division and
from the boarda.

-13-
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DIVISION SERVICES AND WORKLOAD

The Division provides, or arranges for, a wide variety of
services for each board it serves. Among these are administra-
tive services which include secretarial, accounting and budget-
ing, record keeping, application processing, and scheduling of
meetings and examinations.

The Division also has four Tull-time staff who iInvestigate
unlicensed activity, unprofessional conduct, some types of
consumer problems, criminal activity, and the license processing
activity for occupations licensed by th™ Division.

In addition, the Division arranges for legal matters such as
hearings, Hlegislation, and regulation procedures.

RESOURCES

The Division supports these services with a staff of 27 people
and an annual budget of $1.6 million (FY 84). Two of these
petitions are dedicated to individual boards. One is assigned
to the Guide Board. The other, the Executive Secretary for the
Board of Nursing, 1is also the office manager for Occupational
Licensing®s Anchorage office. This position was established 1in
the Nursing Board statute - AS 08.68.111.

The workload of the staff has been generally rising each year

since FY 81. The fTollowing table shows the iIncreasing workload
and the areas where this has occurred.

-14-
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TABLE 1
DIVISION WORKLOAD
FY 81 - FY 84
FY 84
Increase
FY 81 FY 82 FY 83 FY 84 Over FY 81
1/ HEALTH FIELDS
Applications Received 1269 1662 1697 1730 391
Number Who Took Exams 235 253 380 372 57X
Number of Licenses issued 1108 1457 1396 1517 37X
Current Registrants 9403
2/ CONSTRUCTION FIELDS
Applications Received 2606 24/2 3736 3452 32X
Number Who Took Exams 392 530 525 626
Number of Licenses Issued 2465 2262 3652 3243
Current Registrants 1/ 309
3/ BUSINESS & COMMERCE FIELDS
Applications Received 1023 1557 1776 2170 112X
Number Who Took Exams 464 455 532 578 -3X
Numbe. of Licenses Issued 580 842 689 853 47X
Current Registrants 4,784
1/ Includes the following j2 fields:
Chiropractors Nursing Home Admin.
Dental Optometrists
Dispensing Opticians Pharmacy
Medical Physical Therapy
Mortuary Science Psychology
Nursing Veterinary
2/ Includes the following fojr fields:
Architects/ Engineers 6 Land Surveyors
Electrical Administrators
Construction Contractors
Geologists
3/ Includes the following seven fields:
Athletic Commission Guides
Collection Agencies Marine Pilots
Concert Promoters Barbers 6
Public Accountancy Hairdressers
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The number of licenses issued doubled from 13,000 in FY 79 to
almost 26,500 in FY 84. A similar increase iIn new licenses from
3,000 in FY 79 to over 5,600 in FY 84, has also taken place.
During this same period, staffing only increased by one clerical
position, which i1s assigned almost exclusively to the computer
system.

Another factor showing increased workl ad is the Division®s word
processing volume which increased 67 percent from 1981 to 1983.
During this same period, the entire Department®s word processing
workload increased by only 32 percent.

OTHER FACTORS AFFECTING THE WORKLOAD

Other activities have also impacted the workload. For example,
the Division:

Testiftied on 26 separate bills iIn the 1984 legislative
session.

Received over 1,100 calls per week. These calls
required responses ranging from verbal to follow-up
information, including letters, applications, and
copies of statutes and regulations.

Responded to 73 legislative requests for i1nformation.

The Division 1is still only partially automated. For example,
address labels are applied to printed forms which are manually
folded and inserted into envelopes. This process could be
improved by programming the computer to generate a one-piece
mailer that would require little, i1f any, handling by the
licensing examiner.

In FY 84 license renewals were mailed out to 17,050 licensees.
IT this process was automated, there would be more time for
examiners to handle ether duties.

Another factor that will affect the Division®s future workload
is the 1982 Controlled Substances Act. Under this Act, all
persons using or having access to controlled substances must
register with the Board of Pharmacy and pay a $5.00 fee.

Registering doctors with the Pharmacy Board will be a duplica-
tion of effort and add to the Division®s workload. Doctors and
pharmacists having access to controlled substances are already
registered with the Drug Enforcement Administration (DEA) which
furnishes the Division with a regular report of those having a
DEA registration number. Doctors are licensed by the Medical
Board and required to provide the Board with a copy of their DEA
registration. Division and Pharmacy Board personnel said the
registration would create an enormous workload for Occupational
Licensing.
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In addition, tha $5.00 registration few will not cover the
additional coete involved iIn the registry -Ion process.

INVESTIGATIVE services

The Division investigates, at the request of boards or on its
own motion, complaints concerning:

Unlicensed activity - individual or company not having
the necessary Alaskan license(s) .

Unprofessional conduct - improper activity, statutory
violations or accidents.

Consumer problems - professional iIncompetence,
improper care, and work quality.

Criminal activity - primarily theft, drugs, misrep-
resentation, and fraud.

Licensing application/exams - license application/exam
requirements of the boards.

Miscellaneous 1ssues.

The following table indicates the majority of complaint Inves-
tigations relate to unlicensed activity and unprofessional
conduct (68 percent). This table also indicates a substantial
increase (29 percent) in complaint iInvestigations between ?Y 83
and FY 8&4.

TABLE 11
INVESTIGATIVE ACTIVITY

Type of 4/Number of
Complaint Complaints Percent Increase
“ FY 83 FY 84 FY 83FY &4
Unlicensed Activity 128 151 18
Unprofessional Conduct 65 64 -2
Consume** Problems 21 39 86
Criminal Activity 13 13 0
Application/Exam 18 40 122
Miscellaneous 15 29 93

260 336 29

4/The number of complaint types does not necessarily correspond
to the number of cases as a case may involve several complaints.
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OPEN CASES

The Division has a substantial number of open cases. As of
July 15, 1984, 175 of 529 cases (33 percent) from FY 83 and

FY 84 were unresolved./ Nearly half (45 percent) of these cases
have remained open for an average of 552 days.

Open cases are increasing due to the growing number of new cases
and the cumulative buildup of older open cases. New caseload
activity jumped 32 percent from 228 at the end of FY 83 to 301
by the end of FY 8&4.

Table 111 illustrates the increases iIn open caseload activity
and lengthy iInvestigation time.

TABLE 111

OPEN CASELOAD ACTIVITY

Cases In Total Open Average Open Case
Open Status Cases Investigation Time @ays)
Fy 83 FY & FY 83 and FY &4 FYy 83 FY 84~ ~
v/ 79 1/ 96 1/ 175 1/ 552 2/ 499

As Table 111 shows, this increased workload In investigations
has resulted In a 22 percent iIncrease iIn the number of open
cases 1In one year, and a total backlog, as of July 15, 1984, of
175 open cases for FY 83 and FY 84.

INVESTIGATION TIME DEADLINES

The Division has not established time deadlines for open cases
Cases remain open for indefinite periods. Some states do have
guidelines. For example, Hawaii and Colorado have established
investigation time deadlines. These states are similar to
Alaska-i1n their occupational licensing organizational struc-
tures. Hawaii concludes investigation within 75 days of a filed
complaint. Colorado requires its cases leave iInvestigation
status no later than the eighth month after a complaint is
filed.

10pen as of July 15, 1984.

2Includes 365 extra days per case for comparability purposes
with FY 83. Actual FY 84 time at time of review was 149 days.
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CLOSED CASE RESOLUTION TIME

The Division closed out 38 percent more cases In FY 8 than iIn
FY 83. Not only were more cases closed, but the average resolu-
tion time per closed case decreased. In FY 83 it took an
average of 121 days to close out a case compared to 38 days for
FY 84. Some decrease in the average investigation time for open
cases also took place in FY 84. Table 111 also indicates the
average IiInvestigation time iIn FY 83 was 552 days compared to

499 days in FY 84. To what extent the increase in unresolved
cases will affect current case resolution Improvements remains
uncertain.

TABLE 1V
CLOSED CASELOAD ACTIVITY

Percent
FY 2j FYy 84 Difference
Cases Closed 148 205 + 39
Average Resolution Time (Day3) 121 38 - 69

EFFECT ON SERVICES

Some board members have complained that increased workloads in-
terfere with services from the Division. For example, some
boards do not receive copies of their board minutes until a week
or less before the next meeting (six months later). In almost
all cases, board members said they believe that Division staff
is doing a good job of trying to keep up, but is overwhelmed by
the volume of work.

CONCLDSIONS

Although the Division has increased its efficiency while
handling an iIncreasing workload, better management of case
investigations iIs needed and more machine processing of
routine functions should be used.

1/Includes 365 days added to actual 149 days for comparability
with FY 83.
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RECOMMENDATIONS

To ensure that investigative cases are handled In a more
systematic and timely way, we recommend that the Director
establish a case management system that permits cases to be
assigned, classified, reviewed, and completed using a schedule.

To ensure that staff are used to their best efficiency, we

recommend that the Director review all functions presently done
by the staff to determine which functions can be automated cost
effectively. License renewals may be an area to automate Tfirst.
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OTHER [ISSUES

We also reviewed areas of board interest and their possible
impacts on the Division. These were:

- Revenues generated by licensing, and
- Budget constraints.
COST OF SERVICES VERSUS REVENUES

Using available information and estimates from the Division,
we prepared the following tables. These tables show the
approximate cost to the State for each of the licensing fields
and the revenue generated for FY 83 (T&ble V), and average
yearly revenue for a four-year period compared to FY 83 costs
(Table VI) .
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TABLE V
LICENSING COSTS AND REVENUES
FOR FY 83~
Estimated Total Direct
Licensing Fields & Allocated State Costs FY 83 Revenue
Athletic Commission $ 2,303 $ 640
Archit, Eng. & Land Sur. 313,924 85, 1%
Barbers & Hairdressers 201,192 122,375
Chiropractors 30,013 5,510
Collection Agencies 8,489 4,920
Concert Promoters 669 6,295
Contractors 135,642 361,641
Dental Board 106,554 24,726
Dispensing Opticians 12,548 2,030
Electrical Admin. 48,577 95,886
Geologists 2,084 -0-
Guides 135,030 45,607
Marine Pilots 24,772 20,420
Medical Board 112,231 103,264
Mortuary Science 7,555 5,645
Nursing 277,625 121,%242
Nursing Rome Admin. 5,333 3,020
Optometry 10,967 1,410
Pharmacy 49,520 8,362
Physical Therapy 16,535 13,195
Psychology 24,126 4,710
Public Accountancy 83,541 25,442
Veterinary 14,816 5,520
Totals 7/ $ 1,623,046 $ 1,066,855
7/ Costs included the fTollowing: Salaries for administrative

Ticensing, investigative, and Department of Law staff; travel,
contractual, and commodities. Does not include overtime.
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TABLE VI
LICENSING COSTS AND AVERAGE
YEARLY REVENUE

Fy 81 - &4
FY 83 Total Direct and Average Yearly

Licensing Fields Allocated State Costs Revenue
Athletic Commission $ 2,303 645
Archit, Eng. & Land Sur. 313,924 144,464
Barbers & Hailrdressers 201,192 80,512
Chiropractors 30,013 3,681
Collection Agencies 8,489 7,353
Concert Promoters 669 1,574
Contractors 135,642 413,030
Dental Board 106,554 20,129
Dispensing Opticians 12,548 2,935
Electrical Admin. 48,577 42,843
Geologists 2,084 -0-
Guides 135,030 45,313
Marine Pilots 24,772 6,805
Medical Board 112,231 48,923
Mortuary Science 7,555 2,593
Nursing 277,625 74,315
Nursing Horae Admin. 5,333 1,790
Optometry 10,967 1,522
Pha c’acy 48,520 20,467
Physical Therapy 16,535 7,829
Psychology 24,126 4,815
Public Accountancy 83,541 45,570
Veterinary 14,816 3,903

Totals 7/ $ 1,623,046 $ 981,011

Salaries for tdministrative
travel,

2/ Costs
licensing,
contractual,

included the following:
investigative, and Department of Law staffT;
and commodities. Does not include overtime.
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BUDGET CONSTRAINTS

Budget reduction!* have affected the boards. The budget cut of
$65,000 in FY 85 ia being abaorbed by the travel budgets of the
boarda.-

The Department made these reductions by determining the number
of board meetings required by law and by using this as the
travel budget for each board. Many boards believe this
reduction will inhibit their ability to provide services. For
example, board members told us that i1f one of their vyearly
meetings 1s used to administer tests, all other board business
will have to be crowded into the remaining meeting or meetings.
Boards with only an annual meeting will find i1t difficult to do
business. This could impair their ability to take necessary
disciplinary action, work on new regulations, and deal with
hearings and other critical matters.

Some board members also believe that reductions iIn Tfunds to

attend national meetings impacts the ability of our State boards
to influence national professional tests or standards.

-24-
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MEMORANDUM

TO: All members, House Laborand CommerceCommittee
FROM: Committee Staff

DATE: February A, 1985 Monday

SUBJECT: Overview, HR 79,"Financial Institution Exams"

On Monday, February A, 1985, from 1:15 to 2:45 pm, in Room 102 of the
Capitol Building, the House Committee on Labor and Commerce will hold
hearings on HB 79: "An Act relating to financial institution examinations"

There is no companion legislation in the Senate, but this bill is
identical to HB 116 that passed the House last year by 33-6, and passed in
the Senate Labor and Commerce Committee, but died in Senate Finance in the
11th hour of the legislature.

This bill has also been in the legislature in previous sessions, but it
did not have the clause in it eliminating ri /uired annual exams and replacing
it with exams at the commissioner®s digression. This was formerly a major
concern of the banks, and now they are mo~e supportive of the bill with the
disgressionary clause in it, it r_ —s fewer exams for them. Currently, in
addition to state exams, the y s unu regular review from the federal
examiners.

The bill is an attempt to balance the administration®s current needs
of making financial instituion exams pay their own way (the Division has had
to lay off some of its examiners) against the fact that by raising those fees
too high, it can cause a hardship on the smaller instituions such as finance
companies, credit unions, and savings and loans. If a fee is too high, and a
smaller institution is charged too high a fee, the cure may end up being
worse than the disease. An additional consideration is that some financial
institutions, like credit unions, are not profit-making organizations.

In most cases it is the banks who are currently exceeding the current limit
of $7,500 and they can most afford it. Some of these costs go up to $25,000
+. By upping the fee to $12,000, some of these costs are retrieved, but the
smaller companies don"t get beaten on it (see the Departments Fiscal Note
analysis chart rn page 3). Additional backup from the Dept, of Commerce in
their January 31, 1985 letter from Willis Kirkpatrick shows that a bank of
$50,000,000 assets would be assessed an average among the states of $6,360
for a bank exam; while the new federal charge for banks in this range is
$13,726.

The bill does give discretionary power to determine exams to the commissioner
through regulation, and takes it away from the legislature to determine it by
statute. It thus allows the department to focus on problem inst. rather than
stable inst. Banks are rated from a high 1 to a low of 5 on the CAMEL
rating- Capital, Assets, Management, Earnings, Liabilities, so banks rated 1
and 2 would not need to be examined. These stable institutions are reviewed
regularly by the federal govenrment; another option here might be to require
a 36 or 48 month review rather than an 12 month one.
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January 18, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear representative Grussendorf:
Under the authority of art. 111, sec. 18, of the Alaska

Constitution, 1 am transmitting a bill which increases the
fee that the commissioner of commerce and economic

development may assess a financial institution for investi—

gation and examination costs. It raises the existing
maximum of $7,500 to a maximum of $12,000 per examination.

The fee increase is necessary because costs associated
with these examinations have risen more than 50 percent
since 1978 when the $7,500 maximum fee was first estab—
lished.

The bill also eliminates the requirement 1in current law
that state banks be examined by the department annually.
Examination of a bank wunder the bDbill 1is left to the
discretion of the commissioner. This will allow the
department to focus on problem banks and will free banks
that are 1in stable condition from unnecessary paperwork
and examination costs.

An additional, technical amendment 1is included in sec. 1
of the bill, rewriting but not changing the substance of
the last sentence of AS 06.01.010(b).

Sincerely

Bixx snerrxexci
Governor

[Ir~



Page 1 of 3

REQUEST B 79 FISCAL PETAH

Bi ii/Rcadution No.:__~ Agency arrecced: Commerce & Econ. Dev
Title: An Act relating to Program Category ATfectea:

financial institution examinations Consumer P r otection

Sponsor: BRU, Program or Subprogram”) Affected:
Requestor: Governor BanklInn, Securities and Corporations

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars!
FY 85 rf ao FY 8/ . FY 88 FY 89 FY 90

OPERATING
100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL
~00 SUPPLIES
500 EQUIPMENT
500 LAND 4 STRUCTURES |
700 CRANTS, CLAIMS 1
300 MISCELLANEOUS 1

TOTAL OPERATING -n- - -0- -0- -0- -0-

N

i LaP IiML -0- —0- —0- _0- —0-
] REVENUE -0- 24-6. 24._6 24.6 24.6 24.6

FUNDING:  (Thousands of Dollars!
jeac.rtl 1

1 i 1
ETE_IIiEEAL FUNDS 1 1 . 1
1 ! 1 1
TOTAL -0- 1- -0- 1 -0O- -0- -0- -0-
POSITIONS-
-ULL-1 IrC 1 1 |
FRT-TIME

=
[
[

[temporary 1 1

ANALYSIS: Attach a separate page if necessary

Please see attached fiscal note analysis.

' i
Prepared By:_ Willis F. Kirkpatrick Phone: 465-2521
Division: RanHng3 Sprnrifies and CnrpjratToO. Date: >/</ ~
Approved by Commissioner: Rirhard A. Lvon ate: (2

Agency: Commerce ft Economic Development

Distribution (by Agency preparing fiscal note)
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 7/1/84



HB 79 _ Page 2 of 3 FISCAL NOTE ANALYSIS

Almost all (82%) of the financial entities regulated and examined by the

Division of Banking, Securities and Corporations pay for most if not all

of the cost of their examinations. With the exception of credit unions

and one small savings ,,nd loan association, the $7,500 maximum allowable

charge rarel> covers the cost of an examination of those financial

entities that are classified "depository financial institutions,"” 1i.e.
unks (see Exhibit A).

The increase of the limit from $7,500 to $12,000 would not only cover the
increased costs of doing examinations since the $7,500 was set back in
1977, but this iIncrease would also provide a more equitable sharing of
the examination costs by the larger financial institutions.

It Is urged that the assumption of increased revenues not be classified
program receipts. To tie examinations of financial institutions to a
program receipt requirement has the effect of asi"."ming that all
examinations can be scheduled alike and are predictable as to length of

Lime and expense. In order to be effective In the determination 1in
safety and soundness, the agency must have the latitude to concentrate in
those areas of concern. To meet program receipt requirements would choke

the very purpose for the examinations.

0971W101284a



Cost, of Examination HB 79 - Page 3 of 3
- H "84 Cycle

Asset Amount P of Propos.

Size @ Type Cost of Cost Limit
Financial Institution Millions) of Exam Exam Instit. Recuv. 12,000
Bank 582.8 Joi nt 12,542 7,500 60 12,000
Bank 425.5 Joi nt 13,230 7,500 56 12,000
Bank 342.1 Joi nt 7,812 7,500 96 7,812
Bank 236.0 20,554 7,500 36 12,000
Bank 178.0 25,848 7,500 29 12,000
Bank 102.8 Joi nt 12,478 - 7,500 60 12,000
Mutual Savings Bank 81.5 5,083 5,083 100 5,083
Bank 69.0 11,283 7,500 66 11,283
Bank 44 .8 Joi nt 4,311 4,311 100 4,311
Savings & Lean 40.0 Vi sit. 525 525 100 525
Savings & Loan 25.2 6,132 6,132 100 6,132
Savings & Loan 7.7 1,601 1,601 100 1,601
Bank (New) New
Credit Union 5,721 5,721 100 5,721
Credit Union Joi nt 1,603 1,603 100 1,603
BHC (1-a) 253 253 100 253
BHC (1-b) 182 182 100 IP2
BHC (2) 1,309 1,309 100 1,309
BHC (3) 612 612 100 612
BHC (4) New
BHC (5) New
Trust 895 895 100 895
Trust New
Finance Company 264 264 100 264
Finance Company 290 290 100 290
Finance Company 392 392 100 392
Finance Company New
Finance Company New
Finance Company New
Premium Finance Co. 384 384 100 384
Premium Finance Co. 684 684 100 684
Premium Finance Co. 407 407 100 407
Premium Finance Co. 407 407 100 407
Premium Finance Co. 676 676 100 676
Premium Finance Co. 392 392 100 392
Premium Finance Co. 712 712 100 172
Premium Fina“ce Co-. 229 229 100 229
Premium Finance Co. 241 241 100 241
Premium Finance Co. 615 615 100 615
Premium Finance Co. 679 679 100 679
Premium Finance Co. 598 598 100 598

138,944 87,697 63% 114,292

Joi nt = Joint examinati n with appropriate federal 1insuring agency
Visitation = short examination for a specific area of concern
New = Fees received under Investigations - Examinations due next cycle

REE"OWE KinSFas pe

UR INFORMATION

% Paid
Based on
12,000

95
91
100
58
46
96
100
100
100
100
100
100

100
100
100
100
100
100

100

100
100
100

100
100
100
100
100
100
100
100
100
100
100
100
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c) Frequency of examination by various state

d) Disposition of funds received by the states



MEMORANDUM

TO: All members, House Labor and Commerce Committee
FROM: Committee Staff

DATE: February 4, 1985 Monday

SUBJECT: Overview, HB 79, "Financial Institution Exams"

On Monday, February 4, 1985, from 1:15 to 2:45 pm, in Room 102 of the
Capitol Building, the House Committer* on Labor and Commerce will hold
hearings on HB 79: "An Act relating to financial institution examinations"”

There 1is no companion legislation in the Senate, but this bill is
identical to HB 116 that passed the House I~st year by 33-6, and passed in
the Senate Labor and Commerce Committee, but died in Senate Finance in the
11th hour of the legislature.

This bill has also been in the legislature "n previous sessions, but it
did not have the clause in it eliminating required annual exams and replacing
it with exams at the commissioner®s disgression. This was formerly a major
concern of the banks, and now they are more supportive of the bill with the
disgressionary clause in it, as it means fewer exams for them. Currently, in
addition to state exams, the banks undergo regular review from the federal
examiners.

The bill is an attempt to balance the administration®s current needs
of making financial instituion exams pay their own way (the Division has had
to lay off some of its examiners) against the fact that by raising those fees
too high, it can cause a hardship on the smaller instituions such as finance
companies, credit unions, and savings and loans. If a fee is too high, and a
smaller institution is charged too high a fee, the cure may end up being
worse than the disease. An additional consideration is that some financial
institutions, like credit unions, are not profit-making organizations.

In most cases it is the banks who are currently exceeding the current limit
of $7,500 and they can most afford it. Some of these costs go up to $25,000
+. By upping the fee to $12,000, some of these costs are retrieved, but the
smaller companies don"t get beaten on it (see the Departments Fiscal No
analysis chart on page 3). Additional backup from the Dept, of Commerc* in
their January 31, 1985 letter from Willis Kirkpatrick shows that a banl of
$50,000,000 assets would be assessed an average among the states of $6 360
for a bank exam; while the new federal charge for banks 1in this range “s
$13,726.

The bill does give discretionary power to determine exams to the commissioner
through regulation, and takes it away from the legislature to determine it by
statute. It thus allows the department to focus on problem inst. rather than
stable inst. Banks are rated from a high 1 to a low of 5 on the CAMEL
rating- Capital, Assets, Management, Earnings, Liabilities, so banks rated 1
and 2 would not need to be examined. These stable institutions are reviewed
regularly by the federal government; another option here might be to require
a 36 or 48 month review rather than an 12 month one.
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HB 78.

HOUSE B

Governor.

panying

INTRODUCTION OF BILLS (House)(cont*d)

(cont"d)

without unduly burdening the legislature with the task.
This authority was granted to the aepartrsont last year by
ch. 100 SLA 1984 for fees involved in licensing dental

hygienists and dentists.

The second and third sections of the bill authorize the
department to set the fees and penalties by regulation to
refloct costs, after consulting with the appropriate li-
censing board. Most of the remaining sections of the bill
delete the current statutory fees and make other appropri-
ate changes to statutes in the chapters concerning the

various occupations affected.

1 request your support for this bill which will greatly
increase the efficiency and reduce the net cost of our

occupational licensing programs.

ILL NO. 79. by the Rules Committee by Request of the

letter). Immediate effective date.

Introduced January 18 and referred to Labor & Commerce,
Finance.

In his

letter accompanying the biil Governor Sheffield

Under the authority of art. 11, sec. 1B, of the Alaska Con-
stitution, 1 am transmitting a bill which increases the fee
that the commissioner of commerce and econo-i*t development
may assess a financial institution for Investigation and
examination costs. It raises the existing maximum of
57,500 to a maximum of 512,000 per examination. The fee
increase is necessary because costs associated with these
examinations have risen more than 50 percent since 1978
when the 57,500 maximum fee was first established.

The bill also eliminates the requirement in current law
that state banks be examined by the department annually.
Examination of a bank under the bill is left to the
discretion of the commissioner. This will allow the
department to focus on problem banks and will free banks
thau are in stable condition from unnecessary paperwork and
examination costs.

An additional, technical amendment is included in sec. 1 of
the bill, rewriting but not changing the substance of the
last sentence of AS 06.01.f.0(b).

Relates to fees for bank examinations (see accom--

then to

stated:

HOUSE BILL NO. 80. by the Rules Committee by Request of the
r. Increases current fees collected by the Division
rance (see accompanying letter). Immediate effective

Governo
of Insu
date.

Introduced January 18 and referred to Labor & Commerce,
Finance.

In his

then

letter accompanying the bill Governor Sheffield stated:

Under the authority of art. I1lI, sec. 18, of the Alaska
Constitution, | air transmitting a bill raising current fees
collected by the division of insurance, Department of
Commerce and Economic Development, undfr AS 21.

The statutes currently setting fees for the division of
insurance do not provide adequate revenue to the state to



SECTIONAL ANALYSIS OF HB 79: "An Act relating to financial institution
examinations,"” by Rules by Request of the Governor; by Committee Staff.

Section 1 The Department of Commerce and Economic Development will
begin charging banks fees that better reflect the true cost
whenever they do a bank exam. However, there 1is an upper limit to
the amount of cost assessed for this exam, which has been raised
in this bill from $7,500 to $12,000.

The phrase "must be"™ has merely been added as a matter of
technical clarification by the AO"s office to make it clearer
that the fees not only have to be paid to the Department, but
have to be received in 30 days.

Further, the assessment of fees has to be paid by the financial
institution within 30 days of their receipt of the assessment

The language change makes it clearer that the counting of 30 days
is a matter of when the institution receives the notice of
assessment, not when the assessment was drawn up or mailed.

Section 2 Changes the current statutes so that all bank exams would be at
the discretion of the Department, and not annually required.

Section 3 The above changes only apply to bank exams commencing after the
effective date of this bill.

Section 4 Immediate effective date
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I)EP\RT>=1F\T OF CONMERZCIi: A
ECONOMIC DEVELOPMENT

DIVISION OF BANKING. SECURITIES. SMALL LOANS & CORPORATIONS

January 31, 1985

Honorable Mike Navarre, Chairman
House Labor and Commerce Committee
Alaska State House

Pouch V

Juneau, Alaska 99811

Attention Roger Poppie
Dear Representative Navarre:

RE: House Bill 79
Fees on Examination

I"ve enclosed the information you requested on HB 79.

BILL SHEFFIELD, GOVERNOR

POUCHD
JUNEAU. ALASKA 99811

Banking & Securities  465-2521
Corporations Section ~ 465-2530

ANCHORAGE
Corporation Information  563-2163

Please

note that this information relates only to the examination and
regulation of commercial banks. There is a large portion of
the examiners®™ time spent on other than banking examinations,

i.e., Iinvestigations of applications, complaints,
tion of banking laws, and research on current events

lation.

interpreta-

in deregu-

Exhibit A is a breakdown by states of Annual Assessment/Examin-
ation Fees of commercial banks. The average assessment for a

bank of $50,000,000 is $6,360; banks of $100,000,000

in size 1is

$11,590; and over $500,000,000 is $50,765. These amounts are
only ranges and do not take into consideration the additional

fees noted in the exhibit.

Exhibit B is a publication just received on the new charges
that Comptroller of Currency levies on nationally-chartered
commercial banks. Table 1 on page 2 sets out the semiannual
assessment. Banks with $50,000,000 in assets would be charged
$13,726 annually. Those of $100,000,000 would be charged

$22,676, and $500,000,000 would have a $67,976 annual

assess-

ment. See page 5, Exhibit B. These assessments are paid
whether they are examined or not. Number 1 and 2 rated banks

are examined only every 36 morths.



Honorable Mike Navarre -2- January 31, 1985

Exhibit C is a table on the frequency of examination by various

states. Exhibit D shows the disposition of funds received by
the states.
I hope this covers the areas of your request. IT 1 can be of

any other assistance, please let me know.

" merely /
Director
WFK/me1935M
13185B
Enclosures

cc: Commissioner®"s Office, DCED



ANNUAL COMMERCIAL BANK ASSESSMENT/EXAMINATION FEE,
BY SIZE OF BANK, SEPTEMBER 30, 1983

Slate

Alabama
Alaskald
Arizona2
Arkansas
California6

Colorado3
Connecticut3
Delaware6 ,0
Florida
Georgiad' 10
Guam

Hawaii
Idaho7 10
[linois10
India <a
lowa'0

Kansas6
Kentucky16
Louisiana’
Maine6 0
Maryland

Massachusetts'0

Michigan
Minnesota
Mississippi
Missouri

Montana
Nebraska
Nevadal' 10
New Hampshire
New Jersey

New Mexico'
New York6 10
North Carolina
Norii. Dakota
Ohio

10M

3,2*10
(4)
700

2,025

n/a

n/a
n/a
n/a
2,000
4,750
()

(4)
4,350
1,770
2,120

500'6

n/a
500
650

n/a

1,720

710
1.050'6
()
1,560
1,304

1.600
500'6

2,200
(-4,
300'6

950
n/'z
1,273
1,2'j0
1,700

25M

3.100
(»)
1,750
3,563
n/a

n/a
n/a
n/a
4,100
6,700
(14)

(:4)
7,200
3,570
3,270
1.100'6

n/a
1,250
1,325

n/a
2,920

1,775
2.6251
(5)
3,810
3,261

3,400

1.25015

5,200
n
750'6

2,075

n/a
3,073
3,125
4,250

Asset size of bhank

50M

8,200
(4)
3,500
5,188
n/a

n/a

n/a

n/a
7,600
10,000

(4)
11,950
6,320
4,270
1.600'6
n‘a
2,500
2,450
n/a
920

3,550
5.250'6
(5)
7,560
6,522

6,400
2.50015
10,200
(4
150005
3,950
n/a
6,073

6.250
8,000

no

100M

14,400
(:4)
7,000
7 <38
n/a

n/a
n/a
n/a
14,600
15,000
(.4,

(-4)
17,950
10,820

6,270
2.500'6

n/a
5,000
4.700

n/a
8,920

7,100
10.500'6
()
15,060
13.045

12,400
5.000'5

20,200

(-4)

3.000'5

7,700
n/a
12,073
12,500
15,000

500M

53,800
(14)
35,000
23,188
n/a

n/a
n/a
n/a
70,600

39,000
(14,

(-4)
57,950
38,820
22,270

3.30016

n/a
25,000
22,700

n/a
40,920

35,500
52.500'6
()
75,060
65,224

60,400
7.5,000'6

100,200

('4)
15.000'6

37,700

n/a
60,073
62,500
60,000

1B

98,800
(14,
70,000
43188
n/a

n/a

n/a

n/a
140,600
69,000
(14)

(14)

102,950
63,820
62,270

3.300'5

n/a
50,000
45,200

n/a
80,920

71,000
105,000'6
©)
150,060
130,448

120,400
50.000'6

140,200

(-4)
30,00015

75,200
n/a
120,073
125,000
100,000

Continued from

Stale

Oklahoma
Oregonl0
Pennsylvania'0
Puerto Rico

Rhode Island6 10

South Carolina
South Dakota9
Tennesseeb
Texas6

Utah'o "

Vermont3 6
Virginia8 12

Washington'0 13
West Virginia6- 10

Wisconsin
Wyoming'0

'Plus S50 per branch.

preceding page.

10M

1,450
2.500'6
815'6

2,000

n/a

1,559
1,800
n/a
n/a
3.300

n/a
3,275
3.530'6

n/a

580'6
3,400

Asset size of bank

25M 50M
3,250 6,650
6.250'6 12.500'6
1.490'6 2.615'6
5,000 10,000
n/a n/a
3,896 7,793
3,900 7.400
n/a n/a
n/a n/a
5,590 7,340
n/a n/a
5,900 10,275
5.840'6  9,8405
n/a n/a
1.450'6  2.90016
5,800 9,000

Special examinations: SI00day/examiner.
Assessment based on asset size, to balance banking dept, budget.
mePlus S300 per branch.
“Based on asset size, plus hourly lee,
6Based on assets; ir.'crmation not available.
'Plus S100 per branch.
6Hourly fee on trust exams

"Plus S200 per branch

100M

13,150
25.000'5
4,865'6
20,000
n/a

15,586
14,400
n'a
na
10,840

n/a
15.275
17.840'6

n/a

5.800'6
15,000

500M

65,150
125.000'6
22.865'6
100.000
n/a

77,929
70,400
n/a
n/a
30,840

n/a
51,525
59,385'6

n/a
29.000'5
63,000

"“There is an assessment/examination fee for bank holding companies also.
"Plus S150 per branch.
,?Plus S250 per branch.

"“Plus S75 per branch.

"Hourly fee.
"“Plus hourly fee.

18

130,150
250,000'6
45.36515
200,000
n/a

155,858
140.400
n'a

n/a
45840

n/a

90,275
101.900%5

n/a
58.00016
123,000'6

vV 3191yx3
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New Matters
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Increased Semiannual Assessment Schedule (or National Banks

National Banks— Assessment Fees—Semiannual Schedule— Examination Costs—
Increase-0CC Amendment.— The Comptroller of the Currency increased the rates in its semian-
nual assessment schedule for national banks to reflect the costs of examination attributable to a
particular bank. As in the old schedule, the marginal assessment rate of an individual bank in the
new schedule will decrease as its asset Size increases. In addition, the Comptroller of the CurrencK
will offset declines in the overall average assessment rate due solely to inflationary growth in ban
assets by indexing the schedule annually to changes in the general price level.

Back reference: 60,542.

[0CC Notice]
DEPARTMENT OF THE TREASURY
Comptroller of the Currency
12CFR Part 8
[Docket No. 84-37]

Assessment of Fees; National Banks; Dis-
trictof Columbia Banks

AGENCY: Comptroller of the Currency, Trea-
sury.

ACTION: Final rule.

SUMMARY: The Office of the Comptroller of
the Currency ("Office") is mcreasm% the rates
in its semiannual assessment schedule for
national banks, District of Columbia banks, and
federally licensed branches and agencies.
Unchanged for eight years, the old Schedule
failed to produce revenue sufficient to cover
operating costs, which were hoosted by inflation,
an increase in responsibilities, and a moderniza-
tion of bank examination techniques. The new
schedule, like the old one, conforms to this
Office's philosophy that the assessments paid by
a hank should reflect, to the extent possible
under .ex|st|n.gz statutory provisions, the costs of
supervising it. On a per-dollar-of-assets basis,
those costs decline as bank size increases. There-
fore, in the new schedule, like the old one, the
marginal assessment rale of an individual bank
decreases as its asset size increases. In addition,
the Office will offset declines in the overall aver-
age assessment rate due solely to inflationary
growth in bank assets by indexing the schedule
annually to changes in the ?eneral price level.
The new schedule replaces

ment schedule and its temporary 12-percent
surcharge for assessment fees dué on January
31, 1985, and following payment dates.

EFFECTIVE DATE: January 31,1985
FOR FURTHER INFORMATION CON-

TACT: Roger Tufts, Financial Economist, Eco-

nomic and” Policy Analysis Division (202)
447-1924 or Jonathan Rushdoonv, Attorney,
Legal Advisory Services Division (207)
447-1880, Office of the Comptroller of the Cur-
rency, 490 L'Enfant Plaza East, S\V., Washing-
ton, DC 20219.

SUPPLEMENTARY INFORMATION:
The Office was created by Congress for the
purpose of rcgulafing the national banking sys-

Federal Banking Law Reports

he current assess-

tern. Under the National Bank Act, 12 U.S.C. 1
ct seq., the Office is responsible for ensuring the
national banks comply with all applicable laws
and operate in a safe and sound manner.

The Office’s responsibilities arc accomplished
through the examination of supervised Institu-
tions ‘and affiliated entities. Under 12 U.S.C.
482 and 3102, this Office is directed to recover
the costs of its operations by assessing fees on all
national banks, District of “Columbia”banks, and
federal branches and azc[lenues of foreign banks.
On November 14, 1984, the Office accordingly

ublished a notice of proposed rulemak|n%
EDocket No. 84-36) in the Federal Register, 4

R 45102, that would revise the assessment
schedule in order to yield sufficient revenue to
meet the Office's future costs of operation, as
currently projected in its budget.

Section 482 requires that those assessments
be made in proportion to a bank's assets or
resources and that the rate of asses mcnts be the
same for all banks of the same asset size. The
current and new assessment schedules fulfill
that statutory requirement, First National Bank
ogl\élllaca v. licimann, 572 F.2d 1244 (8th Cir.
19781,

Following publication of the notice of pro-
Bos_ed rulemaking in the Federal Register, the

ffice sent a Banking Bulletin containing the
proposal to the chief executive officer of each
national bank. The purpose of that Banking
Bulletin, dated November 20, 1984, was to
ensure that each national bank received direct
and timely notice of the proposed changes and
to explain ‘the reasons for them.

As stated in that proposal, the revisions
change none uf the current schedule’s basic char-
acteristics, i.e., the use of asset size to determine
the amount assessed and the use of marginal
assessment rates that decrease as the asset she
of a bank increases, The revision more closely
implements the Office's relative cost coverage
ghnosophy and addresses the problems caused
y the combination of a declining marginal rale
schedule and inflation of the type and extent
experienced since 1976.

Comments

Comments on the proposal were solicited both
by the Federal Regw,ter notice of proposed
rulemaking and by the issuance of the Banking
Bulletin fo each™ national bank. The Office
requested that comments be received no later

1186,145
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than December 14, 1984. In response, 19 com-
ments were received. Most came from small
national banks (those under $500 million in
assets) which were opposed to the proposal as
drafted. Several specific concerns were raised.
All but th-ec commenters espoused the helief
that the additional costs_incurred by the Office
to examine banks requiring sgemal supervisory
gttel?non should not be paid by clean, well-run
anks.

To better ath Office supervisory costs and
assessments, a farge majority of all Commenters
suggested that the assessment schedule should
be based on the direct costs attributed to exam-
ining a_particular bank not its asset size. This
OffiCe is aware of the inequities identified by
those commcnters. As the statute currently
reads, however, the Officer is not authorized to
charge a higher assessment to banks that arc
expenencmg difficulties.1 Revising the assess-
ment schedule to a direct-cost "basis would
require an amendment to 12 U.S.C. 482, a
change expllcnlgl suggested by six commenters.
Although a stafutory change is not a feasible
alternative to the current revision, _thc Office
intends to review its long-term revénue needs
and consider requesting Congress for a statutory
change as part of that revi<'

Six commenters qucstiont "e diligence in
controlling costs. As explain the proposal,
the Office has sought to oftact the effects of
inflation and increased responsibility by restruc-
turing and modernizing its operation, employing
resources more effectively and providing belter
service. In fail, the Office has estimated that,
without the restructuring and modernization
efforts, it would have needed a much larger staff
to carry out its responsibilities.

In the same vein, three commenters thought
Office expenses should be lower because their

, New Matters ,
Increased Semiannual Assessment Schedule for National Hanks
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institutions are receivin? full-scale, comprehen-
sive examinations less frequently. These com-
ments refer to the Office’s revised examination
priority schedule that calls for on-site examina-
tions less frequently at smaller, well-run banks
and more frequently at large and/or special
supervision banks. In conjunction with changes
in the examination priority schedule, however,
came a commitment to move toward more off-
sitc monitoring of bank performance. This
required a large initial investment in systems
and computer hardware that will produce cost
savings in the years ahead.

After consideration of the issues raised by the
commenters, it is clear that implementation of
the suggestions of most commenters requires
changes in the law. While a change in the law
along the lines suggested by the commenters
may permit adoption of a revenue system that it
perceived to be more eguitable, a statutory
change would take considerable time and the
current financial position of the Office requires
prompt action. The Office is, therefore, imple-
menting the assessment schedule as proposed in
the Federal Register on November 14, 1984
(See table 1?. It will be used in determininE the
assessment fees to be paid by national banks on
January 31, 1985, and July 31, 1985. Thereaf-
ter, the schedule will be revised annually in
accordance with the indexing procedure
described below. The indexing procedure will
insulate the assessment schedule from distor-
tions caused bJ any future inflation. Such dis-
tortions would result in deficits that could
impair the Office’s ability to meet its responsi-
bility of maintaining the safety and soundness
of the national banking system.

Table 1.— Proposal for Semi-Annual Assessment Schedule for January and June 1985

If the bank's total assets (consplidated domestic and foreign
subsidiaries)

uns

arc— The semi-annual Assessment is—

Over— But not over— This amount— Plus 0Of excess over—
Million Million Million

0 0 0.0010‘/&) 0
$1.7 15 $1,700 .8(X112 $1.7
15 85 3,363 | OOKXQ 15
85 165 10,363 .E)XXX16 85
105 835 15,563 000055 165
835 1,670 52,413 000045 835
1,670 5,010 89.988 .E)XXXMO 1,670
5,010 16,695 223,588 000034 5,010
16,695 33.390 620,878 (XXX132 16,695
33.390 1,155,118 (XXX121 33,390

1The Office is authorized to conduct and charge scpa-
rately for each examination after the second one conducted

1186,145

in a single calendar « car. For those examinations, an hourly
fee is imposed.
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Special Studies

Executive Order 12291

The aggregate effect of the ruie on the econ-
omy is estimated to be $15 million in 1985. This
amount represents the difference in expected
assessment revenues between the current and
new schedules. The aggre%ate amount will be
spread among all national banks and federal
branches and agencies, some 4,900 institutions.
Institutions of similar size will face the same
|mFact. Thus, the effect of the revision is
unlikely to pul competmg institutions at a dis-
advantage with one another or with other com-
peting supplier-' of financial services. Finally,
the rule is not en. -ioned as havin s(|jgn|t|c_ant
adverse impacts on tne ab|I|t_¥ of U.S.-domiciled
national banks to compete with foreign competi-
tors. This is due to the fact that, ?.enerally, only
the largest institutions in the nafional bankmg
s%/stem compete directly with foreign banks, an
the effect of the rule ontheir earnings is slight.

Accordingly, this Office has concluded that
the rule does'not meet any of the conditions set
forth in Executive Order "12291 for designation
as a major rule. Consequently, a regulatory
impact statement has not been prepared.

Regulatory Flexibility Act

This Office is sensitive to the impact of the
rule on small entities; therefore, pursuant to-the
Regulatory Flexibility Act, Pub. L. No. 96-354,
94 Stat. 1164, 5 U.S.C. 601-612, a preliminary
regulatory flexibility analysis was pref)ared. No
information received by the Office altered the
conclusions of that analysis. Consequently, the
final requlatory flexibility analysis is not appre-
c|abl¥ ifferent from the preliminary one. Cop-
ies of the final analysis mag,b,e_o tained hy
writing to; Communications Division, Office of
the Comptroller of the Currency, 490 L'Enfant
Plaza East, S\V\, 3rd Floor, Washington, D.C.
20219. Telephone (202) 447-1800.

To summarize that analysis, this Office has
endorsed the principle of rélative cost coverage
whereby a bank will be assessed in relation 1o

Federal Banking Law Reports
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the costs of examination attributable to that
bank. Asa group, banks with under $500 million
in assets arc currentlgr not assessed an amount
suflicient to recover the cost of their examina-
tion, regulation, and supervision. Assessments
on banks with over $500 million in assets have,
in effect, been providing a cost subsidy for the
examination of those smaller banks. In"order to
reduce this subsidy and to implement_further
the Office's rclativc-cost-coverage gnnmple, the
new schedule moves smaller-sized banks toward
100 percent relative cost coverage (see Table 2).

TABLE 2. Relative Cost Coverage

[Current versus revised assessment schedule]

o Index* Index*  Number
Bank size (millions) current  revised ufuhanks
33 38 348

41 A3 2,284

63 67 1,082

95 101 935

1.2 123 101

123 1.20 106

2.11 1.98 54

183 1.66 6

363 344 10

* This indices represent the 1984 relative cost
coverage under alternative assessment sched-
ules. The index is defined as the proportion of
total revenue the Office receives from banks in a
size category divided by the progomon of exam-
ination cosfs attributable to those banks. An
index value of less than one indicates that banks
are,paymc{; less than their proportional share of
Office costs.

The revised schedule is not designed to nchi t
100 percent relative cost coverage becaus  f
the greater impact that would have on ba> s
with"less than $100 mi.lion in assets. In addi-
tion, although the impact of the revised schedule
on bank earnings is larger for small banks, the
reduction in earnings, in absolute terms, is mini-
mal (see Table 3).
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National Bank®"s - Assessment Example
1985

$50,000,000 in Assets

15 MM 3,363
35 MM X .000100 3,500
semi-annual 6,863 X 2 = 13,726
annual = $13,726
$100,000,000 in Assets
85 MM = 10,363
15 MM x .000065 975
semi-annual = 11,338 X 2 = 22,676
annual = $22,676
$500,000,000 1in Assets
165 MM = 15,563
335 MM X .000055 = 18.425
semi-annual = 33,988 X 2 = 67,976
annual = $67,976

page 5
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REQUIRED FREQUENCY OF BANK EXAMINATIONS,

Joint2 SEPTEMBER 30, 1983
W/FRS FDIC and/or FR5
exam, acceptable
16 Every  Every in lieu ol State
5 State 12 mo. 18 mo. Other exam, by Statute
0
0 Alabama X Yes
0 Alaska X Yes
0 Arizona Once every 2 years Yes
0 Arkansas Once every 2 years No
0 California Once every 2 years No
0 Colorado X' No
19 Connecticut As often as deemed necessary2 No
0 Delaware X No
A Florida X Yes
0 Georgia X Yes
Guam X Yes
27
0 Hawaii X No
0 Idaho X3 Yes
[llinois X No
Indiana As often as deemed necessary Yes
lowa X No
Kansas X Yes
Kentucky Once every 2 years Yes
Louisiana X Yes
Maine X Yes
Maryland X Yes
Massachusetts Once every 2 years No
Michigan X Yes
Minnesota X Yes
Mississippi X Yes
Missouri X Yes
Montana X4 Yes
Nebraska No time requirement5 Yes
Nevada X Yes
New Hampshire X No
New Jersey At discretion of Commissioner5 No
New Mexico X Yes
New York X Yes
North Carolina X Yes
North Dakota X2 Yes

Ohio X No



Exhibit C

Continued from preceding page.

FDIC and/or FRS
exam, acceptable

Every  Every in lieu of State
State 12 mo. 18 mo. Other exam, by Statute
Oklahoma X6 Yes
Oregon X Yes
Pennsylvania X Yes
Puerto Rico X Yes
Rhode Island X Yes
South Carolina X2 Yes
South Dakota Once every two years Yes
Tennessee X Yes
Texas X Yes
Utah As Commissioner considers Yes
necessary?
Vermont Once every three years8 No
Virginia X No
Washington X Yes
West Virginia X Yes
Wisconsin X Yes
Wyoming X Yes

'In practice, banks are examined every 18-20 months.
2In practice, hanks are examined every 12 months.

3In practice, banks are examined every 12-15 months.
4In practice, banks are ramined every 16V2 months.

5In practice, banks are .xamined every 2 years.

6In practice, banks are examined every 6 months.

7In practice, banks are examined every 18 months.

°In practice, banks are examined every 15 to 18 months.
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DISPOSITION OF RECEIPTS FROM FEES AND ASSESSMENTS,

SEPTEMBER 30, 1983

In the following states, all revenues are deposited into the State's general fund and the
annual budget for the banking department is appropriated by the legislature.

Alaska Louisiana New Mexico
Arizona Maryland New York5
Arkansash Massachusetts North Dakota
Colorado Minnesota Oklahoma
Georgia Missouri Puerto Rico7
Guam Montana Rhode Island
Hawaii Nevada South Carolina
Idaho New Hampshire Vermont

lowa New Jersey Wyoming

In the following states, all revenues collected are deposited into a special fund to be used
only for the expenses of the banking department, but the annual budget of the department
is subject to approval by the legislature:

Alabama Kentucky Oregon
California Maine Pennsylvania4
Connecticut Michigan South Dakota
Delaware’ Mississippi Utah

Florida Nebraska Virginia
lllinois North Carolina West Virginia
Indiana Ohio Wisconsin3
Kansas

In the following states, all revenues collected are deposited with and controlled h>; the
banking department:

Tennessee?2
Texas6
Washington

'Except for bank charters, license fees, and franchise tax collections.

JFiscal operations of banking department are reviewed annually by the legislature.
390% ol revenue is deposited into a special fund: 10% goes into general fund.
meSubject to approval by the governor's office.

"Funds can only be used by banking department, but are deposited in general fund.
"Annual budget approved by Finance Commission.

TFirst $1,100.000 deposited into general fund, remainder in special fund.
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iLL HEADING:
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IN THE HOUSE
HOUSE BILL No. 110
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
FOR AN ACT ENTITLED:
“AN ACT RELATING TO FINANCIAL INSTITUTION EXAMINATION FEES

DOCUMENT™*> i OF 2 PAGE * 2 OF 3
AND ASSESSMENTS; AND PROVIDING FOR AN EFFECTIVE DATE.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
w SECTION 1. AS 06.01.010(B) IS AMENDED TO READ:

(B> THE COMMISSIONER SHALL ASSESS EVERY
FINANCIAL INSTITUTION, AND EVERY APPLICANT TO ESTABLISH A
FINANCIAL INSTITUTION, A FEE FOR THE ACTUAL EXPENSES
INCURRED BY THE DEPARTMENT IN CONNECTION WITH ANY
EXAMINATION OR  INVESTIGATION, WHETHER REGULAR OR SPECIAL.
THE FEE SHALL INCLUDE THE PROPORTIONATE PART OF THE
SALARIES AND COST OF EMPLOYEE BENEFITS OF THE EXAMINERS
WHILE CONDUCTING EXAMINATIONS OR INVESTIGATIONS AND WHILE
PREPARING REPORTS OF THEM, AND  TRi NSPORTATION COSTS AND
PER DIEM OF EACH EXAMINER WHILE AWAY FROM HIS DUTY STATION.
HOWEVER, THE COST TO THE FINANCIAL INSTITUTION IN CONNECTION
WITH AN EXAMINATION MAY NOT EXCEED $12,000 5*7,500g PER
EXAMINATION. THE ASSESSMENT  SHALL BE MADE BY THE
COMMISSIONER AS SOON AS FEASIBLE AFTER THE EXAMINATION OR
INVESTIGATION HAS BEEN COMPLETED. ALL ASSESSMENTS SHALL BE
PAID TO AND MUST BE RECEIVED BY THE DEPARTMENT oBY EACH
INSTITUTIONS WITHIN 30 DAYS AFTER THE FINANCIAL

DOCUMENT™> 1 OF 2 PAGE * 3 OF 3
INSTITUTION RECEIVES ORECEIPT OFe NOTICE OF THE ASSESSMENT.

Yo SEC. 2. THE $12,000 MAXIMUM  ASSESSMENT FOR
EXAMINATIONS OF FINANCIAL INSTITUTIONS ENACTED IN SEC, 1 OF
THIS ACT APPLIES TO EXAMINATIONS OR INVESTIGATIONS
COMMENCED ON OR AFTER THE EFFECTIVE DATE OF THIS ACT.

« SEC. 3. THIS ACT TAKES EFFECT IMMEDIATELY IN
ACCORDANCE WITH AS 01.10.070(C).

END OF DOCUMENT
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IORIC SPONSOR:

[SPONSOR:

RULES/GOVERNOR
BY THE FINANCE COMMITTEE

IBILL HEADING:

[TITLE:
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[TEXT:
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IN THE HOUSE
CS FOR HOUSE BILL NO. 116 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE SECOND SESSION
A BILL
FOR AN ACT ENTITLED:
“"AN ACT RELATING TO FINANCIAL INSTITUTION EXAMINATIONS

DOCUMENT™*> 2 OF PAGE 2 OF 3
AND  EXAMINATION EE ASSESSMENTS AND PROVIDING FOR AN
EFFECTIVE DATE*"™
BE 1T ENACTED BY THE LE ISLAHIRE OF THE STATE OF ALASKA-

* SECTION 1* AS 06* )1*010(B) IS AMENDED TO READ:

<B> THE COMMISSIONER SHALL ASSESS EVERY
FINANCIAL INSTITUTION, AND EVERY APPLICANT TO ESTABLISH A
FINANCIAL INSTITUTION, A FEE FOR THE ACTUAL EXPENSES
INCURRED BY THE DEPARTMENT IN CONNECTION WITH ANY
EXAMINATION OR INVESTIGATION, WHETHER REGULAR OR SPECIAL.
THE FEE SHALL INCLUDE THE PROPORTIONATE PART OF THE
SALARIES AND COST OF EMPLOYEE BENEFITS OF THE EXAMINERS
WHILE CONDUCTING EXAMINATIONS OR  INVESTIGATIONS AND WHILE
PREPARING REPORTS OF THEM, AND TRANSPORTATION COSTS AND
PER DIEM OF EACH EXAMINER WHILE AWAY FROM THE EXAMINER 1S
QHISk DUTY STATION. HOWEVER, THE COST TO THE FINANCIAL
INSTITUTION IN  CONNECTION WITH AN EXAMINATION MAY NOT
EXCEED $12 000 0%$7,5005: PER EXAMINATION* THE ASSESSMENT
SHALL BE MADE BY THE COMMISSIONER AS SOON AS FEASIBLE AFTER
THE EXAMINATION OR INVESTIGATION HAS BEEN COMPLETED. ALL
ASSESSMENTS SHALL BE PAID TO AND MUST BE RECEIVED BY THE

DOCUMENT™* 2 OF 2 PAGE 3 OF 3
DEPARTME T 5BY EACH INSTITUTIONS WITHIN 30 DAYS AFTER THE
FINANCIAL INSTITUTION RECEIVES oRECEIPT OF8 NOTICE OF THE
ASSESSMENT

« SEC* 2* AS 06.05*025(0 IS AMENDED TO READ:

© BANKS REGULATED UNDER THIS CHAPTER ARE
SUBJECT TO OAT LEAST ONE EXAMINATION A YEAR. ADDITIONAL®:
EXAMINATIONS oMAY BE CONDUCTEDS AT THE DISCRETION OF THE
COMMISSIONER™

* SEC* 3. THE $12,000 MAXIMUM ASSESSMENT FOR
EXAMINATIONS OF FINANCIAL INSTITUTIONS ENACTED IN SEC. 1 OF
THIS ACT APPLIES TO EXAMINATIONS OR INVESTIGATIONS
COMMENCED ON OR AFTER THE EFFECTIVE DATE OF THIS ACT.

# SEC. 4. THIS ACT TAKES EFFECT IMMEDIATELY IN
ACCORDANCE WITH AS 01.10.070(C)*

IRO601 * END OF DOCUMENTS IN LIST - ENTER RETURN OR ANOTHER COMMAND.
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AND EXAMINATION FEE ASSESSMENTS; AND PROVIDING FOR AN
EFFECTIVE DATE."

XT™. BE IT ENACTED BY THE LEGISLATURE OR THE STATE OF ALASKA:
* SECTION 1. AS 06.01.010(B) IS AMENDED TO READ:
3 THE COMMISSIONER SHALL ASSESS EVERY

FINANCIAL INSTITUTION, AND EVERY APPLICANT TO ESTABLISH A
FINANCIAL INSTITUTION, A FEE FOR THEACTUAL EXPENSES
INCURRED BY THE DEPARTMENT IN CONNECTION WITH AMY
EXAMINATION OR  INVESTIGATION, WHETHER REGULAR OR SPECIAL.

"SHB116FIN DOCUMENT - 2 OF 2 PAGE ~TE OF TH"
DEPARTMENT oBY EACH INSTITUTIONS WITHIN 30 DAYS AFTER THE
FINANCIAL INSTITUTION RECEIVES ORECEIPT OFe NOTICE OF THE
ASSESSMENT.

* SEC. 2. AS 06.05.025(C) IS AMENDED TO READ:
<0) BANKS REGULATED UNDER THIS CHAPTER ARE
SUBJECT TO OAT LEAST ONE EXAMINATION A YEAR. ADDITIONAL!
EXAMINATIONS 5MAY BE CONDUCTEDe AT THE DISCRETION OF THE

COMMISSIONER.

« SEC. 3. THE $12,000 MAXIMUM ASSESSMENT FOR
EXAMINATIONS OF FINANCIAL INSTITUTIONS ENACTED IN SEC. 1 OF
THIS AC,” APPLIES TO EXAMINATIONS OR INVESTIGATIONS
COMMENCED UN OR AFTER THE EFFECTIVE DATE OF THIS ACT.

X SEC. 4. THIS ACTTAKES EFFECT IMMEDIATELY IN

ACCORDANCE WITH AS 01.10.070(C).
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HB 80: “"An Act relating to insurance fees and licenses; and providing
for an effective date."

The Legislature has asked us to submit a position paper relative to
amending HB 80 to a form substantially equivalent to HB 633 of the
Thirteenth Legislature. HB 633 proposed setting of insurance fees by
regulation rather than by statute.

We have no objection to this proposal and would give it our full sup-

port. IT the Legislature prefers one method over the ether for setting
fees, the department will accept their choice. Either method increases
fees to a currently realistic amount. Setting of fees by regulation

will provide for adequate hearing of affected persons®™ views, provide
periodic fee review, and will not burden the legislative process every
few years with a new fee bill.

Jr-Loreri H. Lounsbury, Commissioner

Date / "\
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DEPARTMENT OF LABOR PO, BOX 1149

JUNEAU. ALASKA 99802
phone:  (907) 465-2700
OFFICE OF THE COMMISSIONER

March 21, 1985

Roger Poppe

Professional Assistant

Labor and Commerce Committee
House of Representatives
Pouch V

Juneau, AK 99811

Dear Roger,

In accordance with your request, following are the costs that would be
incurred if House Bill No. 90 could be implemented with a one-half time
Wage and Hour investigator H and one-half time Clerk Typist I1lIl instead
of the three full-time positions detailed in the Department®s February 15,
1985 fiscal note:

Personal ServI ;es $ 37.7
Travel 12.1
Contractual 71.0
Supplies -8
Equipment 3.2
Total $124.8

I would teaffirm the Department®s concern with such a reduced funding
proposal. We feel certain that organized labor will "make a run™ on
nearly every unrepresented school district in the state during the first
year or so. The Labor Relations Agency would be required to iInvestigate
the representation petitions, determine the appropriate units for
collective bargaining purposes, and monitor the representation elections
for at least 45 school districts--an iImpossible task for a part-time
investigator.

IT we may provide any additional information that would be of assistance,
please let me know.

Sincerely,

Eileer. Plate
Special Assistant

"EP:kmc
08001

07-G9LH



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: HB 90 Agency Affected: Labor

Title: "M ~ct Relating to 1iabor Proaram Cateaory Affected: Public Protection
relations between school boaras and T . ."

Sponsor: Koponen BRU, Programor SubprogramsAffected':

Requestor: H. Labor and Commerce Labor Standards

Date of Request: 2/15/85 Wane and Hour Administration

EXPENDITURES/REVENUES: (Thousands of Dollars!

fy 83 FT 80 f-y 8/ FY 88 FY 89 FY 9U
OPERATING _
IGJ PERSONAL StRVICti 0 1-J4.7 1291 741 7fi.7 o
?rgg E%Q\T%\CTUAL o 27.9 29 fi 19.5 201 A 213
A 0 89.1 94.5 85 1 90.2 95.fi
00 SUPPLIES 0 2.0 2.1 1.4 1.5 1 fi
500 EQUIPMENT 0 8 0 0 0 0
500 LAND L STRUCTURES
700 CRANTS, CLAIMS
200 MISCELLANEQUS |
TOTAL OPERATING 1 0 248.5 1 255.3 1 Ip0.1 188.5 197.0
| CAPITAL -1 | | 1 | |
| REVENUE | | | | = 1 ml
FUNDING: (Thousands of Dollars!
Jeltru rui.d 0 248 .5 1 255.3 180.1 1 180.5 1 197.9
FEDERAL FUNDS | 1 1
OTHER ! I 1
TOTAL 0 248.5 1 255.3 180.1 1 188.5 1 197.9
POSITIONS;
run.-1 i;;t o 3 3 1 1 1 1 1 1
3ART-TIME 0 0 0 1 1 1 1
TEMPORARY 1 1 1
ANALYSIS: Attach a separate page if necessary
See attached,
Prepared By: Robert. ~ Bacolas. hr.** Phone: 4fi5--i870
Division: Labor Standards and- Safety " | Date: ?/1is/ps
Approved by Ccnvnissioner: jjn Robison®-== Date: p/i-s/pg
Agency: LaJton
Distribution (by Agency preparing fiscal note):
Legis’ative Finance
Legislative Sponsor
Reques tor
Office of Management and Budget
Impacted Agency(ies) 7/1/84



Bill/Resolution No. HB 90

Fiscal Note Analysis

Under this bill, the Department of Labor will act as the Labor Relations
agency for all school districts and will be responsible for iInvestiga-
ting representation petitions; determining appropriate units for collec-
tive bargaining purposes; investigating unfair labor practices; monitor-
ing elections; and holding representation and unfair labor practices
hearings.

Two 1investigators (located in Anchorage) are required to conduct the
investigations, to monitor the elections, and to hold informal hearings.
In addition, one clerical position is required to provide support to the
investigators.

In addition to the costs associated with the two Wage and Hour Investi-
gators and one clerical position, the fiscal note also includes costs

to contract for a hearing officer on 26 occasions ($24,000) and court re-
porting services including transcripts ($12,700), plus printing ($5,700)
and legal costs ($13,500). A total of $6,800 has been included in travel
for the hearing officer"s transportation and per diem--ten trips of two
days each ($500 + $180 x 10).

Line item costs for FY 86 are as follows:

Personal Services $124,700
Travel 27,900
Contractual Services 89,100
Commodities 2,000
Equipment 4,800
TOTAL $248,500

Of these costs, only the equipment costs of $4,800 are one-time items.

For FY 87 through FY 90, an inflation rate of 3.5 percent has been used
for personal services costs, and 6 percent for the other line items.

It is anticipated that the labor relations activity will stabilize after
two years. Accordingly, beginning in FY 88, the costs reflect a three-

month reduction in the clerk typist position and a deletion of one
investigator position.

Other assumptions:

1 Effective date of July 1, 1985.
2) Contracts of 26 school districts will come upfor renegotiations

each year.
3) Fifty percent of the school districts (equates to approximately 26)

will Ffile unfair labor practice charges requiring hearing before
the labor relations board.
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48.602 assisting school districts in complying with state and M
10’550 federal labor relation laws. The investigator will P
) travel extensively throughout the state performing these
10’233 — investigations, hearings, and monitoring functions.
1-600 Travel funds allow, for 12 (four-day) trips, costing an
average of $539 for transportation and $340 for per diem. .
71,335 3
Contractual services costs include rent of $3,000, h
indirect of $4,483, and other average costs of $2,000. '\i
Normal commodities of $500 and a one-time equipment -
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BRIEFING PAPER
HOUSE BILL No.90

Under this bill, the Department of Labor would act as the labor relations
agency for 53 separate school districts involving approximately 4,400
non-certified employees. The Department would be responsible for
investigating representation petitions, determining appropriate units for
collective bargaining purposes, conducting elections, investigating unfair
labor practices, conducting preliminary hearings and formal hearings under the
Administrative Procedure Act, mediating labor disputes, strike action,
resolving grievances, acting as a mediation and conciliation service
subsequent to impasse during collective bargaining negotiations, and acting as
an arbitration tribunal for the formal resolution of grievances pursuant to a
collective bargaining agreement being entered into between school districts
and labor organizations.

There are a number of employee groups and labor organizations that have
indicated an interest iIn organizing this sizable group of public employees.
Except for the four larger school districts in the state (Juneau, Anchorage,
Kenai, and Fairbanks) which are loosely organized, virtually all other school
districts are unorganized and unaffiliated. It wouK be necessary for the
labor relations agency to determine community of interest groups, to hold
representational elections, and to respond to unfair labor practice charges
and related disputes.

Other states which have enacted PERA luws to cover this class of employees
have advised the Department that during the first few years the laws were 1in
effect, management or employee representatives of 50 percent of the covered
school districts filed unfair labor practice charges which resulted in
hearings before the labor relations agency. The hearings typically last from
one to five days. Assuming that our experience would be comparable to that of
other states, we would expect that approximately 26 of the school districts
would generate unfair labor practice charges reqfiring hearings before the
labor relations agency. Under PERA, such hearings are required to be heard by
an attorney hearing officer using the Administrative Procedure Act guidelines.

In addition to unfair labor practice proceedings, we expect approximately 50
percent of the 53 school districts to be involved iIn employee organizing
during the first year the new law is iIn effect. In each case, the Department
would be responsible for determining the appropriate unit for collective
bargaining, based upon such factors as community of iInterest, wages, hours,
and other working conditions of the employees involved, and the history of
collective bargaining and the desires of the employees.

Our experience with political subdivisions shows that the average
representation/certification proceeding spans a period of two months. The
proceeding begins with the filing of a petition by a labor organization with
the agency which demonstrates a showing of a community of interest within the
empl ®e group to be represented.



The Department must then examine employer records to determine the accuracy of
the information listed in the petition and whether or not a showing of a
community of interest actually represents a minimum of 30 percent of the work
force required for an election to be conducted. Once the community of
interest has been verified, the petition is then posted for a period of 15
days to allow sufficient time for the employer or other interested persons to
file objections to the conduct of an election or for intervention by other
labor organizations. The 15-day posting period is also used to respond to
inquiries generated by the petition and to prepare ballots, mailers, and other
documents required by statute.

After the 15-day posting period, there is then a period of a”out two to three
weeks hen the agency will schedule hearings to resolve objections or chal-
lenges to the conduct of an election, to clarify the community of interest,
and to make investigations into the right of an iIntervener to appear on the
ballot. Once these issues have been resolved, the election can proceed. Two
persons are required to conduct an election at the polling place to ensure
that the persons voting are so entitled, that tlrre is no tampering with the
secret ballot process, and that electioneering is not conducted within the
restricted limits of the polling place. After polling is completed, the
ballots must be counted and notification given to all parties, who may
challenge the conduct of the election, challenge any ballot, call for recount,
or challenge the right to vote of any member of the community of interest.
Once the election challenges have been resolved, a bargaining unit is then
certified or representation is denied, based upon the vote of the majority.
After certification, the agency acts as mediator if the parties reach an
impasse during collective bargaining negotiations or acts as an arbitration
tribunal to resolve formal grievances under the executed collective bargaining
agreement.

Based on past experience, the Department anticipates that coverage of
non-certified school employees will require substantial time and resources.
Even though many of the employees covered by this legislation are in commu-
nities accessible by road, the majority of the school districts are located Iin
the rural areas of Alaska and are accessible only bv air travel, ferry, or
charter aircraft. Typically, it would require two days of travel to conduct
pre-election hearings, and two days of travel to conduct post-election
hearings and certification. Moreover, if unfair labor practice charges are
generated during the organizational activities or as a result of pre-election
campaign interference, this would increase costs significantly. Hearings on
unfair labor practice charges require an attorney hearing officer and are
conducted under the formal rules of the Administrative Procedure Act. Such
hearings are required whenever mediation or conciliation fails to resolve the
unfair labor practice complaints or objections to the conduct of an election.

To illustrate the costs associated with representation/certification
proceedings, the Department acting as a labor relations agency was recently
involved in a lengthy and complex case involving 253 employees in the City of
Fairbanks. This situation came about when the.City.of Fairbanks opted back
into PERA in September of 1983. "rThe size and composition of the unit would be
equivalent to one medium-sized school district. The Department expended over
1,200 manhours to resolve the issues and certify the bargaining units. The
personal services cost of these manhours which include clerical support,
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investigators, hearing officers, and board member activities was $34,000;
travel and per diem was $3,600; transcription cost was $2,900; mailing,
postage, and phone costs were $300; the total cost of this activity was over
$41,000.

Other examples of the magnitude and complexity of labor relations activity
related to school districts and PERA include the following:

A The State of Florida by legislative act recently transferred Labor
Relations activity for school districts to their public employees
relations board. The board"s estimated cost for the initial
hearings for each school district to clarify communities of
interest, appropriateness of bargaining units, and intervention was
approximately $1,500 per day including transcription of the record
but exclusive of travel and per diem costs. Hearings for small
school districts usually required only one day. The larger
districts, however, took several days. The Florida board estimates
the cost of an onsite election for their school districts at $5.00
per employee. Their largest district has 800 workers and cost
$4,000 for the election proceedings alone.

B. The State of Oregon Public Employee Relations Board has an annual
budget of $1.25 million. They carry an annual case load of 300
matters including elections, unfair labor practices, petitions, and
de-certifications. Sixty (60) cases deal with representation, which
is about 1/5 of their case load. They allot $250,000 each year to
this type of activity. This Tfigure is slightly larger than what the
Department expects with 53 scnool districts in Alaska,

In summary, the Department believes that our first-year costs are comparable
to those of other states. Moreover, in consideration of the higher cost of
doing business in Alaska, particularly travel costs, we do not believe that
the fiscal nute associated with this legislation is extraordinary.

Without adequate funding, the Department would be unable to comply with the
statutory mandate of this legislation and could well Tfind itself explaining to
a Superior Court judge why it is unable to hold hearings, conduct elections,
and otherwise carry out its duties. The end result could be similar to the
litigation that occurred a few years ago when the Workers®™ Compensation
Division was unable to get the decisions out on time.
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Bill NO. ~ouse Bill No. 90 DiltS February j5> 1005

Title .h ~ct redating to labor relations between Contact. 3iieen Plate - 465-270C

school boards and ether public employers and Bob Cocolas - 465-487C
their employees.”

This legislation makes it mandatory for all school boards and municipalities

to permit their noncertificated employees to enter into collective bargaining
and mandates coverage by the Public Employment Relations Act (PERA).

Under this bill, the Department of Labor would become th.e labor relations
agency for 53 separate school districts (including REAA"s) involving approxi-
mately 4,400 noncertificated employees. The Department would be responsible
for investigating representation petitions; determining appropriate units for

the purpose of collective bargaining; conducting elections; 1investigating
unfair labor practices; conducting preliminary hearings and formal hearings

under the Administrative Procedures Act; mediating labor disputes; monitor-
ing strike actions; resolving grievances; and meditating and arbitrating
disputed issues subsequent to impasse during collective bargaining negotia-
tions.

Section 1: Amends AS 23.40.100(b) to make it mandatory that
no representation”™ be a choice on all election

ballots for elections conducted by the labor rela-
tions agency under PERA.

Section 2: Amends AS 23.40.200(c) to permit noncertificated
employees of a school board to engage in a strike.

Section 3: Adds a new section to AS 23.40 to prohibit a school
board or municipality from rejecting having the
provisions of the PERA apply to its relations with
its noncertificated school employees.

Section 4: Amends AS 23.40.250(6) to define public employees

to incljde noncertificated employees of school
boards and to exclude certificated employees.

Section 5: Amends AS 23.40.250(7) to define a public employer
to include school boards.

Section 6: Amends AS 23.40.250 by adding a new paragraph to

define a school board as including a regional
education attendance area.

Section 7: Provides for existing collective bargaining units,
agreements, and recognized bargaining representa-
tives to remain status quo.

There are 53 school boards within th.e State of Alaska (including REAA®S).
Therefore, the Department of Labor as the labor relations agency could be
monitoring elections for the 53 separate school boards and holding hearings
to settle grievances or unfair labor practice charges involving approximately
4,400 noncertificated employees.
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Pace 2

Pour school districts are presently organized o
ing agreement with a union or an association.
Juneau, and Anchorage.

labor relations activities inherent
This could be effected

in AS 14.20.550 and

responsibility for administering the
in this bill should be placed at the local level.

by amendments to Title 14 similar to provisions
AS 14.20.590.

The Department®e fiscal note is attached.

APPROVED:

Jim Robison, Commissioner
Department of Labor



January 25, 1985

TESTIMONY IN SUPPORT OF HOUSE BILL 90

In 1972 the Alaska State Legislature established the Public Employment
Relations Act. The Legislators recognized the benefits of joint decision
making, the need for established guidelines and the necessity for a

rational method to resolve disputes,

The Declaration of Policy states: The Legislature declares that it is
the public policy of the state to promote harmonious and cooperative
relations between government and its employees and to protect the public

by assuring effective and orderly operations of government.

This statute determined the rights of public employees and employers.
Then it singled out the classifiedemployees of school districts, for

reasons unknownto us, and denied those established rights.

The bill before you, H.B. 90, seeks to amend the Public Employment

Relations Act and rectify this injustice,

The inequity created by the lack of legislation i.as had far reaching
effects. There are many specific incidents where the classified
employees of the Fairbanks North Star Borough School District have
suffered from this disparity. At this time | would like to relate just
a few of those incidents co you in an effor" to illustrate the pressing

need for this legislation.



