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TO: LABOR AND COMMERCE COMMITTEE

FROM: SENATOR JACK COGHILL

DATE: 1/30/87

RE: SB 21

The crux of this legislation would be the amendment of Section 1(b) of 

AS 08.18.011. The results would be as follows:

1) Would make specialty and subcontractors work under some of the 

same rules as general contractors.

2) Provides a buffer between a general contractor and unscrupulous 

subcontractors who often further sub-out work to those who are 

unregistered and/or non-resident illegal subs. As the law now 

stands, general contractors are liable for the illegal actions

of their subcontractors. This change would make the subcontractor 

liable if he hires unregistered additional subs.

3) This change would also benefit legitimate or so-called 

"righteous" specialty subcontractors by removing unlicensed 

competitors who are now able to low-ball bids because of reduced 

overhead.

In general, this change would enhance the prospects of local hire by 

strengthening the positions of in-state, legitimate subcontractors.

The additions of Section 2(c) and Section 3(c) would clarify which areas 

a specialty contractor may bid and work on by removing any vague or 

ambiguous language. The amendment to Section 4(b) would clear up the 

perceived ambiguity and consolidate the language of this section.



SB 21: An Act relating to construction contractors.

SB 21, An Act relating to construction contractors proposes to amend 
AS 08.18, the construction contractor registration act by making 
prohibitions within the statutes apply to all construction contractors 
regardless of type. The bill clarifies the limits placed on the 
conditions under which a specialty contractor may bid or work.

The current statute prohibits a general contractor from contracting with 
a specialty contractor if the specialty contractor is unlicensed.
However, the statutes do not address requirements for a specialty 
contractor who contracts with a general contractor or with another 
SDecialty contractor. This Lill will amend tne statute so that all 
contractors are treated fairly. Revision of ti.e requirements under which 
a specialty contractor may bid or work will discourage use of the 
specialty license to avoid compliance with general contractor licensing 
requirements.
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The bill also requires contractors to show a business mailing address on 
all advertising, contracts, correspondence, cards, signs, posters, papers 
and documents prepared for the contracting business.

The bill will affect approximately 8,000 currently registered 
construction contractors. Ch 83, SLA 1985 requires contractors to 
indicate their contractor's name, mailing address, principal place of 
business and registration number on all business documents. The 
department would like to see the wording changed on page 1, lines 24 - 26 
to "business mailing address or address of the contractor's principal 
place of business in Alaska, . . . ."

The Department of Commerce and Economic Development, Division of 
Occupational Licensing, supports this legislation because it clarifies 
the contractor statutes and strengthens provisions concerning specialty 
contractors.

J. Anthony Smith, Commissioner 
Department of Commerce and Economic 

Development

Date:

wfsOl16ol3087d
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Tom Stuart, Jr. 
465-4870

"An Act relating to construction 
contractors."

Contact: Eileen Plate 
465-2700

Senate Bill 21 seeks to strengthen and clarify the contractor licensing law 
which is enforced by the Department of Labor and the Department of Commerce.

Specifically, Senate Bill 21:

1. Extends the prohibition against contracting with unlicensed persons to
speciality contractors. Under present law, only a general contractor is 
prohibited from contracting with an unlicensed person.

2. Provides that a specialty contractor may woi k only in those areas of
contracting for which he/she is specifically licensed, as evidenced by 
the specialities listed on the certificate of registration.

3. Requires that the Department of Commerce list on the certificate of
registration issued to a specialty contractor each specialty area of
contracting that is covered by the certificate; and

4. Clarifies the information that is required on a contractor's business 
documents and advertising.

Each of these amendments to the contractor licensing law has merit. However, 
of particular significance is the amendment to AS 08.18.011(b) which makes it 
unlawful for all contractors to contract with unlicensed persons. Presently 
only a general contractor is subject to remedial action for contracting with 
an unlicensed person. It will therefore preclude the use of the speciality 
contractor licensing classification as a means of circumventing the law. The 
amendment will also render the contracting licensing law more equitable, with 
both general and specialty contractors sharing the responsibi1ity for assuring 
that the persons who contract with them ar*e properly licensed.

The Department of Labor supports Senate Bill 21. It will not have a fiscal 
impact on the Department.

APPROVED:

Jim Sampson, Commissioner 
Department of Labor

P O S IT IO N  PAPIsM/Department of Labor
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Senate Labor & Commerce committee
A l a s k a  L e g i s l a t u r e

Frgfri: /  T e d  M o n i n s k i S u b j e c t :  S S S B 2 2
/ j y  E x e c u t i v e  D i r e c t o r  

A  k  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n
/

A t  y e s t e r d a y ' s  C o m m i t t e e  m e e t i n g ,  S e n a t o r  S z y m a n 3 k i  r a i s e d  a 
q u e s t i o n  r e g a r d i n g  t h e  a p p l i c a b i l i t y  o f  S S S B 2 2  t o  t h e  p o s s i b l e  
d e r e g u l a t i o n  o f  A l a s c o m ,  Inc. T h i s  q u e s t i o n  w a s  g e n e r a t e d  as a 
r e s u l t  o f  c o m m e n t s  s u b m i t t e d  b y  t h e  A P U C  r e g a r d i n g  t h e  p o t e n t i a l  
e f f e c t  o f  i n c l u d i n g  a " c u s t o m e r  c o u n t "  t h r e s h o l d  i n  d e t e r m i n i n g  
t h e  r e g u l a t o r y  s t a t u s  o f  e l e c t r i c  a n d  t e l e p h o n e  u t i l i t i e s .

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

p r a c t i c e  h a s  b e e n  s i g n i f i c a n t l y  e x p a n d e d  w i t h  A l a s c o m  n o w  d i r e c t  
b i l l i n g  o v e r  1 0 , 0 0 0  c u s t o m e r s .  A s s u m i n g  t h i s  p r a c t i c e  c o n t i n u e s ,  
S S S B 2 2 , e v e n  a s  a m e n d e d ,  will' n o t  r e s u l t  i n  t h e  d e r e g u l a t i o n  o f  
A l a s c o m .

I w o u l d  a p p r e c i a t e  y o u r  c i r c u l a t i n g  t h i s  m e m o r a n d u m  t o  a l l  o f  t h e  
C o m m i t t e e  m e m b e r s  and, i n  p a r t i c u l a r ,  t o  S e n a t o r  S z y m a n s k i .



Senator Tim Kelly, Chairman 
Labor 8 Commerce Committee

FROM: Ted Lehne, Executive Director

Thank you for the opportunity to testify on this legislation from 
Anchorage, Our association represents 20 of the 23 local telephone 
companies in Alaska, Our members serve about 98% of the Alaskans 
with telephones. The three very small companies that are not members 
all currently qualify for an exemption from regulation under the 
$50,000 standard.

Our association supports limiting regulation for very small telephone 
companies. A typical tariff case with the APUC can cost a company 
$20,000 or more for consultants and legal representation. This is 
a prohibitive amount for a small company with 50 or fewer customers.
The real regulation of those companies is by their communities. Tho 
phrase "good community citizen" takes on new meaning for a company 
operating in a rural village of 200 people!

Section 3 of SB 22 adds language which would extend the exemption from 
regulation to utilities with 250 or fewer subscribers, in addition to the 
$50,000 gross receipts test. The average phone bill in Alaska is about 
$67, meaning the $50,000 test would mean a firm with about 63 customers.

So the addition of a 250 subscriber test would appear to be a substantial 
extension of deregulation. But the four smallest companies in the state 
have 50 or fewer subscribers and are currently exempt, while the next 
largest has 337 customers. Here is a breakdown by number of access lines:

Lines 
0 - 50

51 - 250
251 - 500
501 -1,000 

1,001 -1,500 
1,501- 2,000 
2,001- 10,000 
over 10,001

Companies
4 
0 
3 
1
5 
1 
3
6

As the companies get larger thoy have an incentive to get a certificate 
from the APUC to protect their territory and their investment. But until 
they get to 1,000 customers or more it is still very difficult to afford 
tariff cases with the APUC because the cost must be spread over so few 
customers. Therefore we recommend that a new sentence be added to the bill 
to extend economic deregulation to a few more companies; while still 
requiring a certificate to operate. This is not a hardship since these



companies already have a certificate from the APUC. But the opportunity 
to make rate adjustments - both up and down - without the terrible expense 
of an APUC case, would help these companies keep their rates down.
In short, the consumer would benefit by not having the expense of 
tariff filings built into their bill.

Hb i p  t h e  s e n t e n c e  we s u g g e s t  a d d i n g ;

"An electric or telephone utility with more than 250 but fewer than 
500 subscribers is exempt from the provisions of this chapter, other 
than AS 42.05.221 - 42.05.281, unless 25 percent of the subscribers 
petition the commission for regulation."

We respectfully recommend that this be added between the first and 
second sentences of the section so the language in the last sentence 
applies to both of these exemptions.

If this sentence is ac'ded, it will extend economic deregulation to 
Bush-Tell Telephone Company in Aniak, which serves seven small 
communities in that area, Mukluk Telephone in Toller which serves 
ten small communities, and Yukon Telephone which serves Tanana, Ruby 
and Whittier.

This should give the legislature a fair test of economic deregulation 
of small utilities in Alaska. If there are abuses, the provision can 
be repealed and the utility will again come under APUC economic regulation. 
On the other hand, if the social pressure of the small communities is 
indeed the best regulator, then the cost of rate cases will disappear and 
the only costs will be those necessary to provide service. And the APUC, 
which is struggling with staff reductions, can concentrate its regulatory 
expertise in areas where it will benefit the most Alaskans,

We hope you will see this as a constructive addition to this legislation.



V E R B A T I M  T E S T I M O N Y  O F  D A V E  H U T C H I N S  
S E N A T E  L & C  

M A R C H  4, 1 9 8 7

M r . D a v e  H u t c h i n s :  I a m  t h e  E x e c u t i v e  D i r e c t o r  o f  t h e  A l a s k a  
R u r a l  E l e c t r i c  C o o p  A s s o c i a t i o n  a n d  I a p p r e c i a t e  y o u r  
l e t t i n g  m e  t e s t i f y  t o d a y  b e c a u s e  I w o n ' t  b e  h e r e  a f t e r  t h i s  
w e e k .  L e t  m e  r e s p o n d  f i r s t  t o  t h e  q u e s t i o n  t h a t  S e n a t o r  
S z y m a n s k i  r a i s e d  a n d  t h a t  M r .  L a n e  d e a l t  w i t h  a b o u t  
M r . S z y m a n s k i ' s  f r i e n d  o u t  i n  B u t t e ,  I t  w o u l d  b e  c o r r e c t  
t h a t  a p e r s o n  c a n  g o  s e r v e  s o m e  n e i g h b o r s  u n d e r  t h i s  
w i t h o u t  b e i n g  c e r t i f i e d  b y  t h e  A P U C  i f  t h e y  a r e  i n  a n  a r e a  
w h e r e  t h e r e  is n o  c e r t i f i c a t i o n .  I f  t h e  a r e a  i s  a l r e a d y  
c e r t i f i e d  t o  a n o t h e r  u t i l i t y  f o r  t h e  s a m e  k i n d  o f  s e r v i c e ,  
a s  w o u l d  b e  t h e  c a s e  w i t h  y o u r  f r i e n d  i n  t h e  B u t t e  a r e a  
w h e r e  t h e  a r e a  i s  c e r t i f i e d  t o  M E A ,  h e  w o u l d  n o t  b e  a b l e  t o  
e n g a g e  i n  t h e  c o m m e r c i a l  b u s i n e s s  o f  p r o v i d i n g  e l e c t r i c  
u t i l i t y  s e r v i c e  i n  c o m p e t i t i o n  w i t h  M E A .  T h e r e  is t h e  P U R P A  
o p t i o n  o p e n  t o  h i m ,  w h e r e b y  h e  c o u l d  s e l l  h i s  p o w e r  t o  M E A  
u n d e r  t h e  f e d e r a l  l a w  t h a t  is a d m i n i s t e r e d  i n  A l a s k a  b y  t h e  
A P U C .  T h i s  is s o m e t h i n g  y o u  m i g h t  s u g g e s t  t o  h i m  a s  a n  
o p t i o n  t o  c o n s i d e r .

I n  r e g a r d  t o  t h e  b a s i c  p r o p o s a l  h e r e  o f  t h e  d e r e g u l a t i n g  
u t i l i t i e s  t h a t  s e r v e  l e s s  t h a n  2 5 0  c o n s u m e r s ,  w e  t h i n k  t h a t  
t h x s  is a g o o d  i d e a .  S i m i l a r  l e g i s l a t i o n  w a s  u n d e r  
c o n s i d e r a t i o n  l a s t  y e a r  a n d  a t  t h a t  t i n e  w e  t h o u g h t  w e  h a d  
o n e  o r  t w o  m e m b e r s  w h o  w o u l d  p e r h a p s  b e  d e r e g u l a t e d  a s  a 
r e s u l t  o f  t h a t .  T h e y  h a v e  s i n c e  t h a t  t i m e  g r o w n  a n d  a r e  
c l e a r l y  a b o v e  t h e  2 5 0  l e v e l  s o  w e  d o n ' t  h a v e  a s i n g l e  
m e m b e r  i n  o u r  a s s o c i a t i o n  t h a t  w o u l d  b e  d i r e c t l y  a f f e c t e d  
b y  t h a t  p r o v i s i o n .  B u t  i n  p r i n c i p a l  w e  t h i n k  i t  i s  a g o o d  
i d e a .  W e  t h i n k  t h a t  d u r i n g  a t i m e  o f  t i g h t  b u d g e t  t h i s  is a 
w a y  t h a t  y o u  c a n  c u t  b a c k  s o m e  o n  e x p e n s e s  a t  A P U C  w i t h o u t  
a n y w a y  j e o p a r d i z i n g  t h e  p u b l i c  i n t e r e s t  b e c a u s e  s o  l o n g  a s  
t h e  c o n s u m e r  d o e s  i n  f a c t  h a v e  t h e  o p t i o n  o f  b r i n g i n g  t h e  
u t i l i t y  u n d e r  A P U C  r e g u l a t i o n  i f  t h e y  g e t  o u t  o f  l i n e  b y  
p e t i t i o n .  W e  d o n ' t  s e e  a n y  d a n g e r  i n v o l v e d  i n  t h i s  a t  all.

I n  r e g a r d  t o  t h e  o t h e r  s e c t i o n s  o f  t h e  b i l l  t h a t  a r e  n e w  w e  
a r e  v e r y  m u c h  i n  s u p p o r t  o f  t h o s e  a s  w e l l .  T h e  a m e n d m e n t  
p u t  i n  t h e  A P U C  s t a t u t e  l a s t  y e a r  t h a t  h a s  c a u s e d  t h e  
c o n s t e r n a t i o n  i n  t h e  r u s h  b e t w e e n  A P E  a n d  A P U C  is s e c t i o n  1 
o f  t h e  b i l l .  O t h e r  t h a n  t h e  u n d e r l i n e d  l a n g u a g e  a t  t h e  
f i r s t  o f  t h a t  s e c t i o n ,  a n d  I w a s  o n e  v e r y  h e a v i l y  i n v o l v e d  
w i t h  t h a t  l e g i s l a t i o n  a n d  I w o u l d  l i k e  t o  s i m p l y  g i v e  y o u  
m y  a c c o u n t  o f  w h a t  h a p p e n e d  a s  I r e c a l l ,  i t  m i g h t  b e  u s e f u l  
t o  t h e  c o m m i t t e e  t o  u n d e r s t a n d  t h e  b a c k g r o u n d  o f  w h a t  d i d  
h a p p e n .  O u r  a s s o c i a t i o n  w a s  i n t e r e s t e d  i n  g e t t i n g  w h a t  is 
t h e  s e c o n d  s e n t e n c e  o f  t h i s  s e c t i o n ,  " A f t e r  w h o l e s a l e  p o w e r

SENATE L&C -1- 03/04/87



a g r e e m e n t  is i n  e f f e c t ,  t h e  c o m m i s s i o n  m a y  n o t  i n v a l i d a t e  
a n y  p u r c h a s e  o r  s a l e  o b l i g a t i o n  u n d e r  t h e  a g r e e m e n t . "  W e  
s o u g h t  t h a t  b e c a u s e  a f t e r  t h e  w h o l e s a l e  p o w e r  a g r e e m e n t  
b e t w e e n  C h u g a c h  a n d  M a t a n u s k a  a n d  H o m e r  h a d  b e e n  i f  e f f e c t  
f o r  a n u m b e r  o f  y e a r s ,  t h e  A P U C  a s s u m e d  j u r i s d i c t i o n  o v e r  
t h o s e  c o n t r a c t s  a n d  i n v a l i d a t e d  t h e m  i n  e f f e c t ,  c h a n g e d  o n e  
h a l f  o f  t h e  c o n t r a c t  a n d  i n v a l i d a t e d  t h e  o t h e r .  W e  f e l t  
t h a t  t h i s  w a s  s o m e t h i n g  t h a t  w a s  r e a l l y  u n f a i r ,  it w a s  a 
v e r y  d e s t a b i l i z i n g  e f f e c t  o n  t h e  r a i l b e l t  u t i l i t i e s .  T h e y  
w e n t  t h r o u g h  a v e r y  p a i n f u l  r e a d j u s t m e n t  p e r i o d  c o m i n g  o u t  
f r o m  u n d e r  t h e  p r o b l e m s  t h a t  w e r e  c r e a t e d  b y  t h a t  a c t i o n  b y  
t h e  A P U C .  T h e y  h a v e  p r e t t y  w e l l  w o r k e d  t h e m s e l v e s  o u t  o f  
t h a t  p r o b l e m  n o w  b u t  i t  t o o k  a l o n g  t i m e .  W e  w a n t e d  t o  
h a v e  t h e  l e g i s l a t u r e  t e l l  t h e  A P U C  t h a t  y o u  c a n ' t  d o  t h a t  
i n  t h e  f u t u r e .  O n c e  a c o n t r a c t  is i n  e f f e c t ,  y o u  h a v e  t o  
l e a v e  i t  a l o n e .  L e t  i t  o p e r a t e  u n d e r  t h e  t e r m s  o f  t h e  
c o n t r a c t .  T h e  A P U C  o p p o s e d  t h a t  p u r p o s a l  a n d  w h i l e  t h e  
b i l l  w a s  i n  a H o u s e  F i n a n c e  s u b c o m m i t t e e  c h a i r e d  b y  
R e p r e s e n t a t i v e  S t e v e  F r a n k ,  w e  w e r e  a s k e d  t o  n e g o t i a t e  w i t h  
t h e  A P U C  t o  t r y  t o  w o r k  o u t  a  c o m p r o m i s e .  T h e  l a n g u a g e  
t h a t  y o u  h a v e  h e r e  w a s  p r o v i d e d  b y  M a r v i n  W e a t h e r l y  w i t h  
o n e  e x c e p t i o n .  H e  w a n t e d  t o  a d d  t h e  f i r s t  s e n t e n c e  t h a t  
w o u l d  p r o v i d e  t h a t  t h e  w h o l e s a l e  p o w e r  a g r e e m e n t  is s u b j e c t  
t o  a d v a n c e  a p p r o v a l  o f  t h e  c o m m i s s i o n .  T h i s  w a s  s o m e t h i n g  
t h a t  o u r  a t t o r n e y s  s u g g e s t e d  f o r  t h e  v e r y  p u r p o s e  o f  m a k i n g  
s u r e  t h a t  i t  d i d  n o t  a p p l y  t o  t h e  A P A ,  b e c a u s e  i n  o u r  m i n d ,  
a n  e n t i t y  is n o t  a p u b l i c  f a c i l i t y  u n l e s s  i t  is 
c e r t i f i c a t e d  b y  t h e  A P U C .  I t  is n o t  a u t i ] i t y  u n l e s s  A P U C  

s a y s  i t  is, i s  b a s i c a l l y  w h a t  t h i s  s a y s .  W e  w a n t e d  t o  m a k e  
s u r e  t h a t  t h i s  d i d  n o t  a p p l y  t o  A P A .  W e  w e r e  q u i t e  s h o c k e d  
w h e n  t h e  A . G . 's o p i n i o n  s a i d  t h a t  i t  d i d  i n  f a c t  c o v e r  t h e  
p o w e r  a u t h o r i t y .  I m i g h t  a d d  t h a t  i n  t h a t  A . G . ' s  o p i n i o n  
y o u  w i l l  n o t i c e  t h a t  p a r t  o f  t h e  r a t i o n a l e  t h e y  u s e d  t o  
c o m e  t o  t h a t  c o n c l u s i o n  is t h e  l a n g u a g e  i n  t h e  A P U C  
s t a t u t e s  w h i c h  s a y s  t h a t  t h e i r  s t a t u t e s  s h o u l d  b e  l i b e r a l l y  
c o n s t r u e d .  T h i s  w a s  a n o t h e r  c h a n g e  t h a t  w e  w a n t e d  t o  g e t  
is t o  e l i m i n a t e  t h a t  p h r a s e  i n  t h e  A P U C  s t a t u t e s ,  b u t  w e  
w e r e  u n s u c c e s s f u l  l a s t  y e a r ,  a n d  w e  h o p e  t h a t  s o m e d a y  t h e  
l e g i s l a t u r e  w i l l  a g r e e  t h a t  t h a t  ' l i b e r a l l y  c o n s t r u e d '  
l a n g u a g e  s h o u l d  b e  r e m o v e d  f r o m  t h e  A P U C  s t a t u t e s .  I t  h a s  
c a u s e d  m i s c h i e f  i n  m a n y  o t h e r  c a s e s  a s  w e l l .

T h e  f i n a l  s e n t e n c e  o f  t h a t  s e c t i o n  w a s  a l s o  a d d e d  a t  Mr. 
W e a t h e r l y 's r e q u e s t  w h e r e  t h e r e  b e  a r e o p e n e r  o f  s o m e  s o r t  
a f t e r  t h e s e  c o n t r a c t s  w e r e  i n  e f f e c t .  T h e  p r o b l e m  t h a t  t h e  
A P A  w i l l  f a c e  w i t h o u t  t h i s  l e g i s l a t i o n  are, 1) d e l a y ,  I 
t h i n k  y o u  c a n  l o o k  t o  a n y w h e r e  f r o m  6 m o n t h s  t o  a y e a r  a n d  
a h a l f  f o r  s a y  t h e  B r a d l y  L a k e  p r i o r  s a l e s  a g r e e m e n t  t o  
b e f o r e  t h e  A P U C  b e f o r e  a d e c i s i o n  b e  r e n d e r e d ,  p r o b a b l y  a 
y e a r  is a g o o d  e s t i m a t e ,  2) o n c e  t h e y  h a v e  d e c i d e d  t h a t  y e s  
t h e s e  c o n t r a c t s  c a n  b e  a p p r o v e d  b y  t h e  A P U C  t h e n  y o u  h a v e  
t h i s  r e o p e n e r  d o w n  h e r e ,  t h e  l a s t  s e n t e n c e  o f  s e c t i o n  one, 
t h a t  l e a v e s  o u t  a n  i m p o r t a n t  p a r t y  i n  t h i s  k i n d  o f  c a s e  a n d  
t h a t  is t h e  b o n d  h o l d e r s  t h a t  b o u g h t  t h e  b o n d s  i s s u e d  b y

SENATE L&C -2- 03/04/87



t h e  A P A  t o  f i n a n c e  t h e  p r o j e c t .  W h e n  t h e y  s e e  t h i s  a s  a 
c o n d i t i o n  u n d e r  w h i c h  t h e y  w i l l  h a v e  t o  b e  b u y i n g  b o n d s ,  I 
d o n ' t  t h i n k  y o u  c a n  s e l l  b o n d s  w i t h o u t  a t r e m e n d o u s  p e n a l t y  
o n  t h e  i n t e r e s t  r a t e s .  M a y b e  n o  a t  al l ,  b u t  c e r t a i n l y  
t h e r e  w i l l  b e  a t r e m e n d o u s  p e a r l y .  I t h i n k  i t  is e s s e n t i a l  
t h a t  t h i s  s h o u l d  b e  c l a r i f i e d  a n d  w e  s t r o n g l y  s u p p o r t  t h i s  
l e g i s l a t i o n .

T h e  f i n a l  s e n t e n c e  o f  s e c t i o n  1 w a s  a l s o  a d d e d  a t  Mr. 
W e a t h e r l y ' s  r e q u e s t  w h e r e  t h e r e  w o u l d  b e  a r e o p e n e r  o f  s o m e  
s o r t  a f t e r  t h e s e  c o n t r a c t s  w e r e  i n  e f f e c t .  T h e  p r o b l e m  
t h a t  t h e  A P A  w i l l  f a c e  w i t h  o u t  t h i s  l e g i s l a t i o n  w i l l  be,
1) d e l a y ,  a n y w h e r e  f r o m  s i x  m o n t h s  t o  a y e a r  a n d  a h a l f  f o r  
say, t h e  B r a d l e y  L a k e  p r i o r  s a l e s  a g r e e m e n t  t o  b e  b e f o r e  
t h e  A P U C  b e f o r e  a d e c i s i o n  w i l l  b e  r e n d e r e d ,  2) t h e  s e c o n d  
t h i n g  i s  t h a t  o n c e  t h e y ' v e  d e c i d e d  t h a t  t h e s e  c o n t r a c t s  c a n  
b e  a p p r o v e d  b y  t h e  A P U C ,  t h e n  y o u  h a v e  t h i s  r e o p e n e r  d o w n  
h e r e ,  t h e  l a s t  s e c t i o n  o f  s e n t e n c e  one, t h a t  l e a v e s  o u t  a n  
i m p o r t a n t  p a r t y ,  i n  t h i s  k i n d  o f  c a s e



SB 22 "An Act exempting certain telephone and electric utilities from 
regulation by the A'.aska Public Utilities Commission."

The Commission opposes SB 22. From a public policy oerspective, the 
Commission believes the current statute AS 42.05.711(f) is superior to 
the-proposed legislation because it allows consumers of small electric 
and telephone utilities the choice of whether or not the benefits of 
regulation (i.e., public protection) outweigh the costs of regulation by 
providing for a deregulation election to be held. (NOTE: This
legislation does not address the impact on utilities which have 
previously held deregulation elections and their consumers have voted t o ' '”

.?/; maintain economic regulation of their utilities by this Commission, i.e.-,— -
• :.|??ETanana Power Company'and Iliamna-Newhalen Electric Cooperative.)-:--^*—

.. .} • •    - ■ . . .  -

In addition, the proposed legislation appears to have the effect of • • 
deregulating Alaska Electric Generation and Transmission Cooperative, a 
generation electric utility which has two customers but provides 
wholesale power to potentially all the ratepayars of the Rail belt 
utilities. It is also not clear what effect this legislation would have 
on Alascom, which may directly provide service to less than 250 
subscribers but through the local exchange telephone utilities provides 
long distance service throughout Alaska.

In its fiscal note, the APUC stated that this proposal, if adopted, would 
affect only 13 of 307 certificated utilities. Given the relatively small 
number of impacted utilities and the nearly 25% reduction in staff 
resources already absorbed Ly the Commission over the past three fiscal 
years, a further reduction in staffing would not be expected as a result 
of the changes proposed in this bill.
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  _______________
'■y. Anth/bny Smith, Commissioner

DATE:/ %//! / ___________
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T : B ill Version : SR 99
Publish D a le : --------------

Revision Date. 1 /?h /R7 Agency Affected: Cornntfircs & Econ. Dev.
T it le: Exemption of a telephone or electron:________APUC_____________ _____
utility from regulation by the AP'JC _____________ _______ ________

Sponsor: Coqhi 11  Components !)3O3O3QlO0, AdmTn
Requestor:____ Beckv Bear. DCFD_________   ‘_____________________

EX PE N D IT U R ES /R EV EN U ES : (Thousands o f Dollars)
OPERATING FY  87 FY  88 FY  89 FY  90 FY  91 FY  92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL -0- -0- -0- -0- -0- -0-

R E V E N U E -0- -0- -0- -0- -0- -0-

FUND ING : (Thousands o f Dollars)
GENERALFUND 
FEDERALFUNDS 
on tER 
TOTAL - U - - U - - U - - U - - u - -U-

PO S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS : (Attach a separate page if necessary)
This legislation affects only 13 of the total 307 utilities. It will not
result in any reduction in personnel because of its relatively low percentage of
Commission workload. The potentially minor reduction in workload will be mere
than offset by increasingly constrained processing schedules and the almost 25%
reduction iri staff resources absorbed over the last three fiscal years.

Prepared b y: T.S. Moninski. II. Executive Director phone: 276-6222_______
Division : Alaska Public Utilities Commission________  o ate. ?.//// f J-

Approved by Commissioner: Antl/ony Smith_______________  Date: 3-/h j 7-______
A gency :______ Departmerc^of Commerce and Economic Development 7 /
Distribution (by preparer) :

Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 1 )
Impacted Agency(ies) page--------- o f -----
Senate Secretary
5352W21187b



Senator 3foftn p . (Jack) Cogljtll
8la£fkn & tntc HcQifdaturc

box V
Juneau. Alaska 996 I I 
(907) 465-4797

box 55026
North Pole. Alaska 99705 
(907) 466 0662

March 4, 1987

MEMORANDUM

To: Members of the Labor and Conmerce Committee

From: Senator Jack Coghill

Re: SSSB 22, "An Act relating to the exemption of ce.rtain telephone
and electric utilities and certain transactions from 

APUC regulations"

The purpose of this bill is two-fold, but each part relates to the 
powers of the Alaska Public Utilities Commission.

I will address each purpose separately. First, my original concept was 
to exempt small electric and telephone companies, those having less than 
250 subscribers, from regulation by the APUC.

Many small electric and telephone companies have contacted me in the 
last two years to vent their frustrations concerning the cost of 
regulation. These utilities have to go through much the same process 
that the big companies do. These costs have been passed along to the 
consumer. Many others can not even afford to begin the process, so they 
are saddled with uneconomical rate structures.

I believe that if the APUC can not cane up with a reasonable process to 
assist these small owners, then they should be exempted. I believe that 

consumers are more apt to petition the APUC for regulation if rates 
become outrageous, than petition to ask for deregulation.

Secondly, within the last month, a serious problem has developed between 
the APUC and the Alaska Power Authority. Secs. 1, 2, 4, 5, and 6 
address this problem.

Up until last year and the passage of HB 314, the APUC "sunset" 
legislation, a wholesale power purchase contract between the APA and a



regulated utility was not within the jurisdiction of the APUC. Under AS 
42.05.431(b) the Commission now has the authority to approve power 

purchase contracts. Included in your packet is an attorney general's 
opinion on the issue.

This legislation removes the APUC's jurisdiction over these wholesale 
agreements for the sale of pcwer between, the APA and a public utility.

Leaving this situation unchanged will seriously affect the Bradley Lake 
hydroelectric project and future large projects. It also could allow 

the APUC to retroactively call for review of any old APA wholesale power 
agreements, for example the four dam pool.

I believe the consequences of not taking this matter in hand will have a 
drastic effect on the future of our energy projects.

I urge you to support this bill.



ro M a r v i n  R. W e a t h e r l y ,  C h a i r m a n  date F e b r u a r y  18, 1987
Ala s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n
420 "L" S t r e e t  #100 
Anchorage, A l a s k a  99501

file  n o : 6 6 3 - 8 7 - 0 3 6 5  

TELEPHONE NO. (907)4 65 “3600

THRU: s u b je c t  P o w e r  p u r c h a s e  c o n­
tra c t  b e t w e e n  A l a s k a  
P o w e r  A u t h o r i t y  and 
M u n i c i p a l  L i g h t  & 
P o w e r

fr o m  Grace B e r g  S c h a i b l e
A t t o r n e y  G e n e r a l '

By: —
R i c h a r d  D. M o n k m a n

A s s i s t a n t  A t t o r n e y  G e n e r a l

Y o u  h a v e  a s k e d  for o u r  o p i n i o n  on w h e t h e r  a p o w e r
p u r c h a s e  c o n t r a c t  b e t w e e n  the A l a s k a  P o w e r  A u t h o r i t y  (Authority) 
a nd M u n i c i p a l  L i g h t  & P o w e r  (ML&P) is s u b j e c t  to a p p r o v a l  b y  the 
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  (Commission) u n d e r
A S  4 2 . 0 5 . 4 3 1 ( b ) .  In b r i e f ,  our r e v i e w  i n d i c a t e s  th a t  the
ana l y s i s  in the C o m m i s s i o n ' s  O r d e r  No. 3 in Ca s e  U - 8 6 - 9 6  is
correct, a n d  that this- c o n t r a c t  ■ is s u b j e c t  to r e v i e w  by  the 
C o m m i s s i o n  u n d e r  A S  42;05v431(b)?.

First, it a p p e a r s  u n d i s p u t e d  th a t  the A u t h o r i t y  is a 
" p u b l i c  u t i l i t y "  as th a t  t e r m  is d e f i n e d  in A S  4 2 . 0 5 . 7 2 0 ( 4 ) ( A ) . 
The A u t h o r i t y  is a p u b l i c  c o r p o r a t i o n  e m p o w e r e d  to o p e r a t e  and 
m a i n t a i n  o o w e r  p r o j e c t s  a n d  "to enter in t o  c o n t r a c t s  w i t h  any 
p e r s o n  . . for the p u r c h a s e ,  sale, e x c h a n g e ,  t r a n s m i s s i o n ,  or
use of p o w e r  f r o m  a p r o j e c t [ . ] "  AS 4 4 . 8 3 . 0 2 0 ;  AS 4 4 . 8 3 . 0 8 0 ( 5 ) ,  
(11). T h i s  fits s q u a r e l y  w i t h i n  the d e f i n i t i o n  of a p u b l i c  
u tility: a c o r p o r a t i o n  ( i n c l u d i n g  a p u b l i c  c o r p o r a t i o n )  " t h a t
owns, o p e r a t e s ,  m a n a g e s  o r  c o n t r o l s  any pl a n t ,  p i p e l i n e  or s y s t e m  
for . . . f u r n i s h i n g ,  b y  g e n e r a t i o n ,  t r a n s m i s s i o n  or 
d i s t r i b u t i o n ,  e l e c t r i c a l  s e r v i c e  to the p u b l i c  for 
c o m p e n s a t i o n i .]" AS  4 2 . 0 5 . 7 2 0 ( 4 ) ( A ) . 17

T h e  A u t h o r i t y  is an  u n r e g u l a t e d  p u b l i c  u t i l i t y ,  e x e m p t  
from the C o m m i s s i o n ' s  j u r i s d i c t i o n  by  o p e r a t i o n  of

1/ The " p u b l i c "  is d e f i n e d  
"any u t i l i t y "  w h i c h  r e s e l l s  
c o n s u m e r s , a d e f i n i t i o n  w h i c h  
L ight & Power.

in AS 4 2 . 0 5 . 7 2 0 ( 3 ) (B) as i n c l u d i n g  
p o w e r  to a g r o u p  of 10 or m o r e  
w o u l d  include A n c h o r a g e ' s  M u n i c i p a l

.x t *  i tv



Ma r v i n  R. W e a t h e r l y ,  C h a i r m a n  F e b r u a r y  18, 1987
Power P u r c h a s e  C o n t r a c t  B e t w e e n  A l a s k a  P o w e r  Pa g e  2

A u t h o r i t y  and M u n i c i p a l  L i g h t  & Power 
Our File: 6 6 3 - 8 7 - 0 3 6 5

AS 44.83.090(b). T h e  e x e m p t i o n  was a p p a r e n t l y  i n t e n d e d  to 
enhance the a b i l i t y  of  the A u t h o r i t y  to o b t a i n  b o n d  f i n a n c i n g  for 
its projects. See 1984 M e m o r a n d u m  to L a r r y  C r a w f o r d  (July 31; C. 
Jones, AAG) (" A P U C  j u r i s d i c t i o n  ov e r  A P A  p o w e r  sales
a g r eements'), attached, a n d  l e g i s l a t i v e  h i s t o r y  c i t e d  therein.

H o w e v e r ,  w h i l e  the A u t h o r i t y  is e x e m p t  f r o m  C o m m i s s i o n  
j u r i s d i c t i o n  b y  . AS 4 4 . 8 3 . 0 9 0 ( b ) ,  ML&P is not. M L & P  is a 
r e g u l a t e d  p u b l i c  u t i l i t y  a n d  is subject to the C o m m i s s i o n ' s  
j u r i s d i c t i o n .  T h e  e x e m p t i o n  p r o v i d e d  to the A u t h o r i t y  b y
AS 44.83.090(b) s p e c i f i c a l l y  s t a t e s  that:

N o t h i n g  in AS 4 4 . 8 3 . 1 0 1  -- 4 4 . 8 3 . 4 2 5  [the A l a s k a  
P o w e r  A u t h o r i t y  s t a t u t e s ] .  . . d i m i n i s h e s  or
o t h e r w i s e  a l t e r s  the j u r i s d i c t i o n  of the A l a s k a  
P u b l i c  U t i l i t i e s  C o m m i s s i o n  w i t h  r e s p e c t  to a n y  
p u b l i c  u t i l i t y ,  i n c l u d i n g  any r i g h t  the c o m m i s s i o n  
m a y  h a v e  to r e v i e w  a n d  a p p r o v e  or d i s a p p r o v e  
c o n t r a c t s  for the p u r c h a s e  of e l e c t r i c i t y  b y  a 
p u b l i c  u t i l i t y -!

AS 4 4 . 8 3.090(b) (emphasis s u p p l i e d ) .

T h e  q u e s t i o n  po s e d ,  the r e f o r e ,  is w h e t h e r  the
C o m m i s s i o n  has " a n y  r i g h t  . . .  to r e v i e w  a n d  a p p r o v e  or 
di s a p p r o v e  c o n t r a c t s  for the p u r c h a s e  of e l e c t r i c i t y "  b y  ML&P, 
including the c o n t r a c t  at issue.

O u r  1984 m e m o r a n d u m  c o n c l u d e d  t h a t  the C o m m i s s i o n  did 
not have a u t h o r i t y  at that ti m e  to review, a p p r o v e ,  or d i s a p p r o v e  
e l e c t r i c  p o w e r  p u r c h a s e  c o n t r a c t s  by a p u b l i c  u t i l i t y .  1984
Memora n d u m ,  s u p r a  (attached) . 2./ Since t h e  C o m m i s s i o n  d i d  n o t
h a v e  "any r i g h t  7 . . to a p p r o v e  or d i s a p p r o v e  c o n t r a c t s  for the 
p u r c h a s e  of  e l e c t r i c i t y "  b y  a p u b l i c  u t i l i t y ,  e l e c t r i c  p o w e r
p u r c h a s e  c o n t r a c t s  b e t w e e n  r e g u l a t e d  p u b l i c  u t i l i t i e s  a n d  the 
A u t h o r i t y  w e r e  n o t  s u b j e c t  to the C o m m i s s i o n ' s  review.

H o w e v e r ,  as y o u  n o te, the l e g i s l a t u r e  has s i n c e  p a s s e d
AS 4 2 . 0 5 . 4 3 1 ( b ) ,  sec. 5, ch. 104, S L A  1986. T h i s  s e c t i o n  states

2/ "[W]e c a n  fi n d  no a u t h o r i t y  in AS 4 2 . 0 5  w h i c h  w o u l d  p e r m i t
the C o m m i s s i o n  to r e v i e w  t h e s e  w h o l e s a l e  p u r c h a s e  a g r e e m e n t s  f r o m  
the point o f  v i e w  of the u t i l i t y  as a p u r c h a s e r "  ( e m p hasis in 
o r i g i n a l ) .



M a r v i n  R. Wea t h e r l y ,  C h a i r m a n  F e b r u a r y  18, 1987
Power P u r c h a s e  C o n t r a c t  B e t w e e n  A l a s k a  P o w e r  Page 3

A u t h o r i t y  and M u n i c i p a l  L i g h t  & P o w e r  
Our File: 6 6 3 - 8 7 - 0 3 6 5

that a " w h o l e s a l e  p o w e r  a g r e e m e n t  b e t w e e n  p u b l i c  u t i l i t i e s  is 
s u b j e c t  to a d v a n c e  a p p r o v a l  o f  the C o m m i s s i o n .  T h e  n e w  s t a t u t e  
gives the C o m m i s s i o n  the " r i g h t "  to r e v i e w  e l e c t r i c  p o wer 
p u r c h a s e  c o n t r a c t s  b y  r e g u l a t e d  p u b l i c  u t i l i t i e s  w h i c h  was
lacking at the time of our 1984 o p inion.

T h e  p r i m a r y  g u i d e  in s t a t u t o r y  i n t e r p r e t a t i o n  is "the 
language used, c o n s t r u e d  in l i g h t  of the p u r p o s e  o f  the
e n a c t m e n t . "  C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n  v. A p o k e d a k , 
680 P . 2d 486, 489-90 ( A l a s k a  1984). The p r o p o s e d  p o w e r  p u r c h a s e  
co ntract is "for the p u r c h a s e  o f  e l e c t r i c i t y  b y  a p u b l i c
ut i l i t y . "  A S  4 4 . 8 3 . 0 9 0 ( b ) .  It is a c o n t r a c t  b e t w e e n  " p u b l i c  
u t i l i t i e s , "  and all s u c h  c o n t r a c t s  are " s u b j e c t  to a d v a n c e  
a p p r o v a l  of the c o m m i s s i o n . "  A S  4 2 . 0 5 . 4 3 1 ( b ) .  T h e  p l a i n  w o r d s  
of these st a t u t e s  i n d i c a t e  t h a t  the p r o p o s e d  a g r e e m e n t  w o u l d  b e  
s u b j e c t  to r e v i e w  and p r i o r  a p p r o v a l  by  the C o m m i s s i o n .

T h e  " p u r p o s e  of the e n a c t m e n t "  in  this i n s t a n c e  does 
no t  c o n f l i c t  w i t h  the p l a i n  l a n g u a g e .  T h e  1986 e n a c t m e n t  of 
AS 4 2 . 0 5 . 4 3 1 ( b )  w a s  in H o u s e  B i l l  314, w h i c h  b e g a n  as a s h o r t  
"su n s e t "  r e - a u t h o r i z a t i o n  b i l l  for the C o m m i s s i o n .  H B  314 g r e w  
into a complex, lengthy, a n d  c o n t r o v e r s i a l  p a c k a g e  of a m e n d m e n t s  
to the C o m m i s s i o n  statute, s e e , e . g . , 1986 H o u s e  J. 3 1 8 1 - r d,
3197-209, b u t  w a s  d r a s t i c a l l y  s h o r t e n e d  a g a i n  b e f o r e  f inal 
passage. C o m p a r e  H B  314 w i t h  C S H B  3 14(Fin) a n d  S C S  H B  3 1 4 ( Fin). 
AS 4 2 . 0 5 . 4 J1 ( b ) s u r f a c e d  w i t h o u t  c o m m e n t  in the H o u s e  F i n a n c e  
C o m m i t t e e  v e r s i o n  of the bill, a n d  r e m a i n e d  u n c h a n g e d  in all 
m a t e r i a l  r e s p e c t s  from the d a t e  of its i n t r o d u c t i o n  u n t i l  f i n a l  
p a s s a g e .

T h e  on l y  c o m m e n t  w e  h a v e  f o u n d  o n  the p u r p o s e  o f  this 
s e c t i o n  is in a le t t e r  fr o m  A t t o r n e y  G e n e r a l  B r o w n  to G o v e r n o r  
Sheffield, r e v i e w i n g  H B  314 a f t e r  it w a s  p a s s e d  b y  the 
legislature. The le t t e r  states, " T h e  c o m m i s s i o n ' s  a u t h o r i t y  to 
a p p r o v e  w h o l e s a l e  p o w e r  a g r e e m e n t s  w o u l d  b e  m a d e  e x p l i c i t "  b y  
AS 4 2 . 0 5 . 4 3 1 ( b ) .  Letter, J u n e  4, 1986, A.G. F i l e  No.
883 - 8 6 - 0 1 3 5 .  This is in a c c o r d  w i t h  our c o n c l u s i o n  that the 
p l a i n  m e a n i n g  of the s t a t u t e  g i v e s  the C o m m i s s i o n  a u t h o r i t y  to 
r e v i e w  the c o n t r a c t  at issue.

W e  note also that the p o w e r s  of the C o m m i s s i o n  are to 
be " l i b e r a l l y  c o n s t r u e d . "  AS 4 2 . 0 5 . 1 4 1 .  R e v i e w  of a t e n - y e a r  
e l e c t r i c  p o w e r  p u r c h a s e  c o n t r a c t  by a r e g u l a t e d  p u b l i c  u t i l i t y  
a p p e a r s  to be w i t h i n  the a u t h o r i t y  of the C o m m i s s i o n  u n d e r  
AS 4 2 . 0 5 . 4 3 1 ( b ) .  T h e r e f o r e ,  w e  c o n c l u d e  that the C o m m i s s i o n  does 
have the a u t h o r i t y  to r e v i e w  this contr a c t .
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W e  are i n f o r m e d  b y  the A u t h o r i t y  that C o m m i s s i o n  r e v i e w  
of its c o n t r a c t  w i t h  M L & P  w i l l  a d v e r s e l y  a f f e c t  the A u t h o r i t y ' s  
a b i l i t y  to o b t a i n  bo n d  f i n a n c i n g  for the B r a d l e y  L a k e  
h y d r o e l e c t r i c  d a m  p r o j e c t  in a t i m e l y  m a n n e r .  W e  s u g g e s t  that 
the C o m m i s s i o n  p r o m p t l y  c o n t a c t  the A u t h o r i t y  and d i s c u s s  
p o s s i b l e  l e g i s l a t i v e  a c t i o n  w h i c h  w o u l d  r e s o l v e  the s i t u a t i o n  in 
the best i n t e r e s t s  of the p u b lic.

R D M : n b

a t t a c h m e n t

cc: A l a s k a  P o w e r  A u t h o r i t y



STEVE COWPER. GOVERNOR

ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

F e b r u a r y  2 ,  1 9 8 7

j;n r SiKllt 
S I M l !  i n n
A N . U K  >1! A M  A t  A S N  A u ' l ' i l l l  
(«JU?1 2 'M i222

H o n o r a b l e  G r a c e  S c h a i b l e  
A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
B o x  K
J u n e a u ,  A l a s k a  9 9 8 1 1
D e a r  M a d a m e  a t t o r n e y  G e n e r a l :

T h i s  l e t t e r  is t o  r e q u e s t  a F o r m a l  O p i n i o n  o n  t h e  i s s u e  o f  
w h e t h e r  o r  n o t  a w h o l e s a l e  p o w e r  c o n t r a c t  b e t w e e n  t h e  A l a s k a  
P o w e r  A u t h o r i t y  (APA) a n d  a r e g u l a t e d  p u b l i c  u t i l i t y  is s u b j e c t  
t o  t h e  a p p r o v a l  of t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  
( C o m m i s s i o n ) . A l t h o u g h  p r i o r  t o  1 9 8 6  i t  m a y  h a v e  b e e n  c l e a r  t h a t  
t h e  C o m m i s s i o n  h a d  n o  a u t h o r i t y  t o  a p p r o v e  s u c h  a c o n t r a c t ,  it 
a p p e a r s  t h a t  t h i s  m a y  h a v e  c h a n g e d  w i t h  t h e  p a s s a g e  o f  A S  
4 2 . 0 5 . 4 3 1 ( b )  i n  1986.

T h i s  i s s u e  h a s  b e e n  p r e s e n t e d  t o  t h e  C o m m i s s i o n  in t h e  c o n t e x t  of 
a c a s e  i n v o l v i n g  a n  i n d e p e n d e n t  p o w e r  p r o d u c e r  w h o  w i s h e s  t o  s e l l  
p o w e r  t o  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  L i g h t  a n d  
P o w e r  D e p a r t m e n t  (ML&P) p u r s u a n t  t o  t h e  P u b l i c  U t i l i t y  R e g u l a t o r y  
P o l i c i e s  A c t  of 1978 a n d  w h o  h a s  r e q u e s t e d  t h e  C o m m i s s i o n  t o  
p r o h i b i t  M L & P  f r o m  e n t e r i n g  a c o n t r a c t  f o r  t h e  p u r c h a s e  o f  pov/er 
f r o m  t h e  B r a d l e y  L a k e  H y d r o e l e c t r i c  P r o j e c t .  A  c o p y  o f  o u r  
p r e l i m i n a r y  d e c i s i o n  in t h a t  m a t t e r  is e n c l o s e d .  If y o u  n e e d  a n y  
f u r t h e r  i n f o r m a t i o n  o n  t h e  s u b j e c t ,  p l e a s e  c o n t a c t  J a m e s  J a c k s o n ,  
H e a r i n g  O f f i c e r ,  in t h i s  o f f i c e .

I w o u l d  r e s p e c t f u l l y  r e q u e s t  t h a t  p r i m a r y  r e s p o n s i b i l i t y  f o r  t h e  
d r a f t i n g  o f  t h e  O p i n i o n  o n  t h i s  i s s u e  n o t  b e  a s s i g n e d  t o  a n y  of 
t h e  A s s i s t a n t  A t t o r n e y s  G e n e r a l  a s s i g n e d  t o  e i t h e r  t h e  A P A  o r  t h e  
C o m m i s s i o n .  In t h a t  w a y  t h e  O p i n i o n  c a n n o t  b e  q u e s t i o n e d  b a s e d  
o n  a n y  a l l e g e d  b i a s  o f  t h e  a u t h o r .

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

C h a i r m a n

'G  L H

APPENDIX A 
(U-86-96C3)



ELECTRIC AND TELEPHONE UTILITIES IMPACTED BY SB 22

I, 250 OF FEWER SUBSCRIBERS

Name of Electric Utility

Andreanof Eleotrio Corporation 
Aniak Light & Power Company, Inc. 
Arctic Utilities, Inc.
Battles Light & Power, Inc.
Egegik Light and Power 

Homer Lea Leonard d/b/a 
I-N-N Electric Cooperative, Inc. 
Lavelock Electric Cooperative, Inc, 
Manlay Utility C o m p a n y ,  Inc. 
McGrath Light & Power Company1 
Northway Power & Light, Inc. 
Pelican Utility Company2 
Tanana Power Company, Inc.
T e l l e r  P o w e r  C o m p a n y 1

Name of Telephone Utility

Whittier Telephone Company

Number of U s e r s

37
170
25
50

65
226
57
76
220
91
76
178
73

Number of Main Access Lines 

178

II. 251 TO 750 SUBSCRIBERS 

Name of Electric Utility Number of Users

Gwitchyaa Zhee Utility Company 
Haines Light & Power Company, Inc. 
Yakutat Power, Inc.

Name of Telephone Utility

296
740
298

Number of Main Access Lines

Bristol Bay Telephone Cooperative, Inc. 
Bush-Tall, Incorporated 
Yukon Telephone Company

730
347
333

Information derived from the Alaska Public Utilities a Commission1 
1985 Annual Report.

1 Based on 1984 information

2 Based on 1983 information



ELECTRIC UTILITIES 

(19&5 Calendar Tear)

Revenues

Utility • Net Plant

Total

Revenues

Net

Income Usere

(Gross ODjratlnq Revenue qreater than *3,000,000)

Alaska Eloctrlc Udht * Power flnwfmny 1 j b ,52®,-432 J 16,331 ,<330 i /SB,097 10,710

Alaska VI11 bq« Electric Cooperative, Inc/'^ 23,064,470 11,348,022 363,356 4,672

Chugcch Electric Association, inc. 360,541,250 97,031,027 14,333,318 38,713

Copper Valley Electric Association, Inc. 14,310,043 7,229,017 865,773 2,323

Golden Valley Electric Association, Inc. 122,239,213 42,647,009 3,373,060 25,039

Homer Electric Association, Inc. 70,947,394 28,477,467 2,655,173 16,165

Kodiak Electrtc Association, Inc, 25,568,304 12,106,739 2,804,601 4,024

Matanuska Electric Association, Inc, 99,197,479 30,021,882 4,316,796 26,678

Municipal Light 4 Power Department 
Municipality Df Anchorage d/b/e 144,442,370 36,579,459 1,011,063 30.558

Subtotal *898,637,063 5310,213,102 $30,881,739 178,902

(Gross Operating Revenue qreater than St,300,000 but less than *5,000,000)

Alaska Power 6 Telephone Company S 2,902,490 S 3,047,178 S 352,082 1,529

Arctic Util ItTes, I n c . ^ 2,732,249 4,183,866 533,897 25

Barrow Utilities and Electric 

Cooperative, Inc. 1,105,062 2,200,768 928,716 1,231

Bethel Utl1Itles Corporation, Inc, 2,781,816 4,240,333 128,504 1,631

Kotzebue Electric Association, Inc. 3,383,091 ?.982,394-"- ji£,uyo 94f

Nushagak Electric Cooperative, Inc. 4,84.1,045 2.2Bu.fi/57 104,124 I.UU'Z

Tllnglt-Halda Regional Electrical Authority 3,501,162 2,864,219 249,277 911

Subtotal *23,230,713 *21,773,623 *2,690,998 7,333

^Communities balng furnished electric utility service by Alaska Village Eloctrlc Cooperative, Inc.

Alekanuk ftooper Bay New Stuyahok Scammon Bay

Ambler Hua11 a toatak Selewlk

Andreafsky Kaltag Noorvik Shagaluk

AAvIk Kaslgluk Nulato ShaktoolIk

Chevak Klana Nunapltchuk Shl9hmaref

Eek KtvalIna Old Haroor Shungnak

El In Koyuk Pilot Station Stebblns

Emmonak Lower Kalskeg Pltkas Point Tog Ink

Gembel1 Marshal 1 (Jutnhagak Toksook Bay

Goodnews Bay Makoryuk St. Marys Tununak

GraylIng Mlnto St. Michael Uppor Kalskag

Holy Croei Mountain VIIlage Sovecnga Wales

Information Presented for Yaer Endad 6/30/35.
I2>



•: .tilitips i:r‘.r.)
* . .'jiiiiwjr ar

revenue*-c . e 1 '■<*
- r l  1 * *y____________________________________________ .‘. s f  J - eriT______ Puvenuei_______ t r e y .  9_______ Users

(Gross Cjyatinq Revenue qreater tnen $303.SCO hut less than $1,500,COO)

Anlek Light and 3a»er Company, Inc. S 314,789 $ 618,373 $ 33,597 170

0 & .<i Inc. (Not Reported)

Gwltchysa Zhaa Utility Company^* 555,659 671,536 (26,331) 296

Hainas Light & Power Company, Inc. 1,177,642 1,307,237 91,302 740

I-N-N Electric Cooperative, inc. 1,535,943 636,377 28,603 226

McGrath Light & Power Company (Not Reported)

Sand Point Electric Company, Inc/4* (tot Reported)

Tunond ruwer Company. Inc. 731,2?/ o?t ,y^u 5 3 ,8 / 0 1 /B

Yakutnt Powar, Inc. 65',830 744,468 54,336 298

Subtotal $ 4,907,175 S 4,610,681 S 283,336 1,906

(Gross Operetlnq Ravanua lass than S500.000)

Andraanof Elaetrlc Corporation^ s 154,233 J 96,632 $ 15,393 37

Betties Light 6 Power, Inc. 303,347 443,071 24,903 30

Egoglk Light and Power 

toner Lea Leonard d/b/a 244.4Q7 167.853 62.769 65

Levelock Electric Cooperative, Inc.*** 64,082 133,392 17,863 57

Manley Utility Company, Inc.*55 137,974 30,976 (15,710) 70

,Manokotak Powar Conpany, Ine. (Nat Reported)

Napaklak Irclnaq Power Company 124,300 183,175 ( 4 , 6 7 5 ) tot reported

Northway Powar & Light, Inc. 194,639 328,334 C6.724 91

Pal lean Utility Company (Not P a r t e d )

Teller Powar Company 

Helen M. and Robart R. Blodgett d/b/a ;tot Reported)

Subtotal s 1 ,2 1 1 ,2 0 0 s 1,272,443 $ 109,406 313

TOTALS $928,106,153 $337,869,35. $33,967,531 188,476 -

12)
Information Presented for vac* Endad i/20/85.

^  InfornatIon Prosontcd for - ir.e-ronth parloc 7/1/84 - 4/30/85.

(4*Corr I fiesta vs. 230 -sc fans'or/ca 'rom wol lean u r i r » y  Uonseny to Said fal-t Clastrlq 

Company, Inc., In 1988.

(5)Ur.lt»d Companies, Inc., acquired corfroMi.-g interest of Vanlay sJrI i»-y Company, Inc.. In f 585.

I.»•



te l e c o m m u n i c a t i o n u t il it ie s

(Long Lines and Local Exchange carriers) 

(1985 Calendar Year}

Utility Net Plant

Total

Revenues

Net

Income

Main

Access

Linas

(Gross Cceratlnq Revenue greater than $4,000,000)

Alascom, Inc. 5394,063,699 5290,913,750 540,896,931 N/A

Anchorage Telephone Utility 

MunicipalIty of 

Anchorage d/b/a 194,931,783 101,332,244 19,722,151 115,324

General Telephone Company 

of Alaska 11,507,374 7,409,694 392,607 9,667

Glacier State Telephone*15 

Company 31,032,393 38,183,932 6,815,213 26,212

(2)
Juneau and Douglas Telephone 

tompany 24,131,136 16,318,149 2,328,639 14,878

Matanuska Telephone 
Association, Inc. 84,761,609

A a jejl** >o**o fov1 2,289,692 'Not Reported'

Sitka Telephone Company*15 17,098,306 7,678,049 394,316 6,330

United Utl1Itlns, Inc. 10,907,615 5,150,501 484,279 3,160

Subtotal 5819,384,837 5492,033,016 573,324.333 176,191

(Gross Operating Revenue greater than SI,COO,COO but less than 54,000,000)

Arctic Slope Telephone 

Association Cooperative, inc. S 4,301,006 5 4,390,249 $ 829,683 1,215

Brleto! Bay Telephone 

Cooperative, Inc. 3,312,409 1,417,223 (277,110) 730

Copper Valley Telephone 

Cooperative, Inc. 9,366,962 3.398.173 583,213 2,641

Interior Telephone Company 7,842,077 4,230,172 243,836 -Not Reported'

National Utilities, Inc, 1,271,048 1,303,041 279,430 1,081

Nushngak Telephone 

Cooperative, Inc. 3,078,305 1,606,325 223,807 1,120

OTZ Telephone Cooperative, 

Inc. 3,806.236 1,690,391 35,403 1,409

Telepnone Utilities of**5 

Alaska, Inc, 2,620,592 •' 1 ,638,047 205.915 1.450

Subtotal 535,393,635 519,683,823 52,129,185 9,646

^1^In 1986, those utilities were consolidated InTo Telephone Utilities of tho Northland, Inc,

( 2 )
In 1986, Juneau and Douglas Tolepnone Company was consolidated with Telephone Utilities of

Alaska, Inc.
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(C ro ss O perating Revenue le s s  than 5 1 ,0 0 0 ,0 0 0 ) 

B u sh -T a l l ,  Incorporated

Mukluk Talaphono Company, 
Inc.

W hittier Talaphona Company 
Yukon Telephone Company 

SubtotaI

(3 )

S 1 ,911 ,480  

2 ,861 ,08 2

606 ,633

$ 6 6 3 ,8 1 3

9 5 2 ,0 9 5

 6 0 4 ,5 3 4

S 14,031

( 1 5 1 ,7 5 2 )

347

44,782 -Not Roportod-

533 (4?
S 5 ,579 ,197  j  2 , 2 2 0 ,8 4 2  $ (9 2 ,9 2 9 ) 680

TOTAL $ 8 6 0 ,5 5 2 ,6 6 9  $ 5 1 3 ,9 3 9 ,6 8 1 $75,850,609 186 ,5 17

{.

<J,«hlttl«.* “ alpfonn Ccnpory «cs purchasac by Yjo.n Talaphona Cc.npe.-.y In 1936. 
^ 'N jib o r o* na ir ta'aphcnoa,



IN THE S E N A T E  ' B Y  C O G H I L L

S P O N S O R  SUB STI T U T E  F O R  S E N A T E  B I L L  NO. 22

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  BILL

For an Act entitled: "An Act e x e m pting c e r t a i n  t e l e phone and electric

utili t i e s  and c e r t a i n  t r a n s a c t i o n s  f r o m  r e g u l a t i o n  by 

the A l a s k a  Public U t i l i t i e s  Commission) and p r o v i d i n g  

for an effective date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* Section 1. AS 42.05.431(b) is a m e n d e d  to read:
•i

(b) Except as p r o v i d e d  in (c) of this section, a [A] w h o l e s a l e  

p o w e r  a g r e ement b e t w e e n  p ublic  u t i l i t i e s  is subject to advance a p­

proval o f  the commission. A f t e r  a w h o l e s a l e  p o w e r  agreement  is in 

effect, the c o m m i s s i o n  m a y  not i n v a l i d a t e  a n y  p u r c h a s e  or sale obliga-
I

tion u n d e r  the agreement. However, if the commi s s i o n  finds that rates j 

set in a c c o r d a n c e  w i t h  the agre e m e n t  are not just and reasonable, the 

commis s i o n  m a y  o r d e r  the par ties to n e g o t i a t e  an a m e n dment to the 

a g r e ement and if the p a r t i e s  fail to agree, to use the dispu te r e s o l u­

tion proced u r e s  c o n t a i n e d  in the contract.

* Sec. 2. AS 42.05.431 is amende d b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) A  w h o l e s a l e  agreeme nt for the sale of p o w e r  b e t w e e n  the 

Alaska Power A u t h o r i t y  and a p u b l i c  u t i l i t y  is n o t  subject to r e v i e w  

or appro v a l  by the commission.

* Sec. 3. AS 42.05.711(e) is amended to read:

(e) N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n s  of this chapter, an 

[ANY] e lect r i c  or telephone u t i l i t y  that does not gross $50,000 a n­

nual l y  or that has fewer than 250 s u bscr ibers is exempt from r e g u­

lation under this c h apter unless 25 p e r c e n t  of the subscribers

-1- SSSB 22
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petitio n the co mmis s i o n  for. regulation. The c o m m i s s i o n  m a y  not 

combine the revenue or subscribers of d i f f e r e n t  u t i l i t i e s  owned b y  the 

same c o m p a n y  w h e n  d eterm i n i n g  w h e t h e r  a u t i l i t y  is e x e m p t  u n d e r  this 

subsection.

* Sec. 4. A S  42.05.711 is amended b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(m) The A l a s k a  Powe.r A u t h o r i t y  is not a p u b l i c  u t i l i t y  u n d e r  ;

this chapter.

* Sec. 5. A S  44.83.090(b) is amended to read:

(b) The a u t h o r i t y  is not subject to the j u r i s d i c t i o n  of the 

A l ask a Public U t i l ities Commission. N o t h i n g  in this c h apter  [AS 44.- 

83.010 - 44.83.425J grants the a u t h o r i t y  any j u r i s d i c t i o n  o v e r  the 

services or rates of any p u b l i c  u t i l i t y  or dimini s h e s  or o t h e r w i s e  

alters urisdi c t i o n  of the A l a s k a  Public U t i l i t i e s  C o m m i s s i o n  w i t h

leap any p ublic utility, i n c l uding any r i g h t  the c o m m i s s i o n  ma y

have to r e v i e w  and a p prove or di sapprove co ntr a c t s  for the p u r ch ase of 

e l e c t r i c i t y  b y  a p ublic u t i l i t y  o t h e r  than a w h o l e s a l e  power  agreement  

for the p u r cha se of p o w e r  fr om the a u t h o r i t y .

* Sec. 6. Sections 1, 2, 4, and 5 of this Act are r e t r o a c t i v e  to

June 7, 1986.

* Sec. 7. This Act takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).

SSSB 22 -2-



TO U CH  Y STAIE CA I’ I I O l  
JUN EA U . A IA S K A 9 9 H I1 

9 0 /  -165 JfitlO

LEGISLATIVE AFFAIRS AGENCY
M E M O R A N D U M  M a r c h  4, 1987

SUBJECT: O p inion and sectional analysis of SSSB 22
(Exempting certain u t i l i t i e s  and transactions 
from A P U C  regulation)

TO: Senator Tim Kelly
Chairman, Senate L a b o r  and Commerce Committee

FROM: T eresa B. Cramer3§ A''/
L e g i s l a t i v e  Counsel

Y o u  have r e q u e s t e d  a sectional analy s i s  of SSSB 22 and a 
d i s c u s s i o n  concerning its relations hip to the o p inion of 
F e b r u a r y  18, 1987, f r o m  the A t t o r n e y  General concerning 
p o w e r  p u r c h a s e  contracts between the A l a s k a  Power A u t h o r i t y  
and M u n i c i p a l  Light & Power.

Sections 1 and 2 of the bill amend AS 42.05.431 to exempt 
w h o l e s a l e  power agreements between the A l a s k a  P ow er Authorit y 
and a publi c u t i l i t y  from review or approval b y  the A laska 
P u b l i c  Ut ilities Commission.

As p o i n t e d  out in the opinion, AS 42.05.431(b), added in 
ch. 104, SLA 1986, makes a wholesale p o wer agr eement b e t ween 
p u b l i c  utili ties subject to advance A P U C  approval. A l t hough 
the A l a s k a  Power A u t h o r i t y  is exempt from re gula t i o n  b y  the 
A P U C  u n d e r  AS 44.83.090(b), it does satisfy the defini tion 
to "public utilit}/" under AS 42.05.720. Therefore, after 
the 1986 amendment took effect on J u n e  7, 1986, w h o l e s a l e  
p o w e r  agreements b e t w e e n  the APA a n d  a p ublic u t i l i t y  were 
subject to r e v i e w  and approval b y  the APUC. The sponsor 
substitut e amends AS 42.05.431(b) a n d  adds subsec tion (c) to 
r e mov e w h o l e s a l e  power agreements f r o m  the j u r i s d i c t i o n  of 
the APUC.

Se ction 3 exempts electric or telephon e u t i l iti es w i t h  fewer 
than 250 subscribers from regulati on by the A l a s k a  Public 
Ut i l ities Commi s s i o n  unless 25 p e r c e n t  of the subscribers 
p e t i t i o n  for regulation.



S e c t i o n  4 declares that the Alaska P o w e r  A u t h o r i t y  is n ot a 
p u b l i c  u t i l i t y  u n d e r  the Alaska P u b l i c  U t i l i t y  C o m m i s s i o n  
Act. This w o u l d  m a k e  clear that in a n y  situation in w h i c h  
the c o m m i s s i o n  is empowere d to r e g u l a t e  conduct "between 
p u b l i c  u t i l i t i e s , "  as is the case i n  AS 42.05.431(b), the 
A l a s k a  Power A u t h o r i t y  could not b e  c o n s i d e r e d  a public 
u t i lity, giving rise to APUC jurisdiction.

S e c t i o n  5 conforms AS 44.83.090(b) t o  the amended 
AS 42.05.431 b y  n o t i n g  that APUC j u r i s d i c t i o n  does not 
e x t e n d  to w h o l e s a l e  p ower agreements for the p u r chase of 
p o w e r  from the A l a s k a  Power Authority.

S e c t i o n  6 makes those sections of t h e  bill  rela ting to the 
r e l a t i o n s h i p  of the A l a s k a  Power A u t h o r i t y  and the A l a s k a  
P u b l i c  U tilities C o m m i s s i o n  r e t r o a c t i v e  to June 7, 1986, the 
e f f e c t i v e  date of ch. 104, SLA 1986, w h i c h  extended APUC 
j u r i sdiction.

S e c t i o n  7 is an immediate effective d a t e  clause.

If I m a y  be of further assistance, p l e a s e  advise.

T C : m k r
m 9 / 0 3 5
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T o : senator T i m  Kelly Date: March 1 2 , 1987
C h a i r m a n
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  
A l a s k a  L e g i s l a t u r e

Frcm: z ' T e d  M o n i n s k i  S u b j e c t :  S S S B 2 2
/ fy  E x e c u t i v e  D i r e c t o r  

/\ K A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

A t  y e s t e r d a y ' s  C o m m i t t e e  m e e t i n g ,  S e n a t o r  S z y m a n s k i  r a i s e d  a 
q u e s t i o n  r e g a r d i n g  t h e  a p p l i c a b i l i t y  o f  3SS322 t o  t h e  p o s s i b l e  
d e r e g u l a t i o n  o f  A l a s c o m ,  Inc, T h i s  q u e s t i o n  w a s  g e n e r a t e d  a s  a 
r e s u l t  o f  c o m m e n t s  s u b m i t t e d  b y  t h e  A P U C  r e g a r d i n g  t h e  p o t e n t i a l  
e f f e c t  o f  i n c l u d i n g  a " c u s t o m e r  c o u n t "  t h r e s h o l d  i n  d e t e r m i n i n g  
th e  r e g u l a t o r y  s t a t u s  o f  e l e c t r i c  and t e l e p h o n e  u t i l i t i e s .

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

p r a c t i c e  h a s  b e e n  s i g n i f i c a n t l y  e x p a n d e d  w i t h  A l a s c o m  n o w  d i r e c t  
b i l l i n g  o v e r  1 0 , 0 0 0  c u s t o m e r s .  A s s u m i n g  t h i s  p r a c t i c e  c o n t i n u e s ,  
SSSB22, e v e n  a s  a m e n d e d ,  w i l l  n o t  r e s u l t  i n  t h e  d e r e g u l a t i o n  o f  
A l a s c o m .

I w o u l d  a p p r e c i a t e  y o u r  c i r c u l a t i n g  t h i s  m e m o r a n d u m  t o  a l l  o f  t h e  
C o m m i t t e e  m e m b e r s  and, i n  p a r t i c u l a r ,  t o  S e n a t o r  S z y m a n s k i .
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^Section 1. AS 08.03.010(c)(18) is amended to read:

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

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

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

^Section 3. AS 08.88.037 is amended to read:

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

^Section 4. AS 08.88.061 is amended to read:

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

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

THE FOLLOWING SHOULD BE BEEEQLED1

Sec. 08.88.034. Investigator of the commission.

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

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

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

THE FOLLOWING REQUIRE SOME AMENDING AS NOTED*.

Substitute "department" for "Executive Director".

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

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

Se<_ • 08,,88..037 (b)

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

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

ClT FO R SENATE BILL NO. 39

BY ZHAROFF

by £ c g u £ 5 t

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

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

A  BILL

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

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

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

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

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

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

and budgetary services w h e n  appropriate:

(1) collect fees and issue receipts;

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

(3) issue and receive application forms;

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

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

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

under AS 08.55 for hearing aid dealers;

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

a p p l i c a n t s ;

(6) publish notice of examination;

(7) arrange space for holding examinations;

(8) notify applicants of results of examinations;

(9) issue licenses and certificates or ^ernorary licenses

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

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

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

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

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

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

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

before the expiration  date of their licenses;

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

(13) answer routine inquiries;

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

(15) arrange for printi ng and advertising;

(16) p u r chase supplies;

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

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

b o a r d ;

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

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

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

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

sional discipline and in r e sponding to consumer complaints.

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

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

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

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

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

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

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

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

[ 1987] .

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

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

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

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

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

a s s i gned b y  the commission.

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

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

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

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

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

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

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

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

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

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

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

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

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

may

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

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

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

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

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

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

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

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

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

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

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

order w ithin 10 days alter “he hearing;

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

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

adopted under it, or an order issued under it;

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

p erson whose  business activities require licensure under this chapter  

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

the reasonabl e costs of the examination; and

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

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

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

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

assistants to

(1) prepare questions on examinations;

(2) grade examinations [;

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

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

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

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

grade examinations,

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

its contents;

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

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

national testing service.

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

pealed .

S S S B  39 ■ a  -



REAL ESTATE COMMISSION 
STAGGERED RENEWAL GROUPS 

AND
REVENUE PROJECTIONS

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

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

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

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

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

Revenues  
( 1 6 0  L i e )

FY Revenues FY 
( 1 6 0  L i e )

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

FY 92 T = 2 4 0 ,0 0 0  FY 94 T = 2 4 0 ,0 0
T -FY 90  = 2 4 0 , 0 0 0
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REAL ESTATE COMMISSION 
STAGGERED RENEWAL GROUPS 

AND
REVENUE PKO.TECTIONS

FY 1 9 8 8 - 9 5  Page  2

G roup Ren 
M os .

N e x t
Renewa l

FY
NR

N ex t
Renewal

Ren
Mo

FY
NR

N ex t
R enew a l

FY
NR

Ren .
Mos.

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

M 13 F eb . 39 89 F eb .  90 12 90 F e b .  92 92 24
N 14 Mar. 89 89 M ar . 90 12 90 M a r . 92 92 24
0 15 A p r . 89 89 A p r .  90 12 90 A p r .  92 92 24
P 16 May 89 89 May 90 12 90 May 92 92 24
Q 17 June 89 89 Ju ne  90 12 90 Ju n e  92 92 24
R 18 J u l y  89 24 90 J u l y  91 92 24
S 19 Aug. 89 24 90 Aug. 91 92 24
T 20 Sep . 89 24 90 S ep . 91 92 24
U 21 O c t . 89 24 90 O c t .  91 92 24
V 22 Nov . 89 24 90 N ov . 91 92 24
w 23 Dec . 89 24 90 Dec 91 92 24
X 24 J a n . 90 24 90 J a n  92 92 24
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FY 1988-95 P a g e  3

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

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

AND

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

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

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

O t h e r  Re ne wa ls

L i c e n s e  exams 

N e w  exams 

Transfers, etc. 

O the r

900 x  30 

300 x  125 

12 0 0  x  25

= $1 8 , 0 0 0  

= $3 7 , 5 0 0  

= $ 3 0, 00 0 

= $10.000 

$ 9 5 , 5 0 0 . 0 0

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

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

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

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

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

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



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

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

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

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

intended for.

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

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

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

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

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

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

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

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

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

claimant prevailing.

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

number as the license complaints and would again inundate commission and 

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

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

clerical support. This would almost triple our current surety fund 

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

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

with existing personnel.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

inappropriate claims would be an unpopular move.
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Section 8 (AS 08.88.251(a), line 27). The words "the person's license 

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

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

have licensees return certificates except in cases of disciplinary action. 

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

for all and significant additional cost to the commission. Current 

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

resulted in a single documented (or undocumented) problem.

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

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

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

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

by which brokers may set up arbitration through the current arbitration 

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

their administration assumed by the commission. The cost of arbitrating 

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

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

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

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

enacted as regulation and leaving it to regulation permits greater 

flexibility in solving the problem of earnest money disputes.

With these exceptions, the commission supports the proposed changes.

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

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

language of the section appears to limit regulation drafting authority to 

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

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

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

protects individuals from being harmed by unfounded allegations filed with 

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

being slandered. The public is best protected when alleged improprieties 

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

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

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

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

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

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

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

PAGE 2



SB 39 POSITION PAPER 

(Continued)

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

additional "entitled" needs to be changed to eligible.

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

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

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

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

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

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

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

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

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

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

determination of tne person's suitability for licensure.

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

makes the law clear and uniformly enforceable.

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

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

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

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

salespeople with workers' compensation results in many brokers being liable 

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

support from the commission and the industry.

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

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

situations for which the current statute is inadequate.

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

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

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

negatively affected. The "innocent but guilty of misrepresentation" 

situation that licensees are in has made errors and omissions insurance 

either impossible to get or prohibitively expensive. The consequence is 

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

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

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

role of guarantor of the property.

PAGE 3



Section 16. The commission has encountered numerous situation in which 

individuals attempt to circumvent the license law by creating corporations 

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

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

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

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

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

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

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

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

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

corporation, can convey title without being licensed.

Section 17. This section exempts business brokers from real estate 

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

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

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

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

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

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

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

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

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

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

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

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

fund is liable only for willful misrepresentation.

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

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

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

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

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

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

regulation authority can be put in AS 08.88.081.

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

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

stated.
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SB 39 POSITION PAPER 

(Continued)

The remaining sections are simply cleanup and rearrangement needed due to 

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

the bill.

. Antijmiy'Smith, Commissioner

d a t e /

5293W2287a
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Senate Bill No. 39

"An Act relating to real estate brokers 

and salespersons and to the Real Estate 

Commission; and providing for an 

effective date."

~  February 2, 1987

Contact./n l # McClintock

M|<U465-2790

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

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

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

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

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

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

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

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

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

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

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

agreement.

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

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

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

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

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

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

APPROVED:

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

SB 39 FISCAL ANALYSIS

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

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

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

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

examiners are Range 24.

There would be travel necessary to hold hearings outside Anchorage several 

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

Telephone costs would include teleconference costs for those hearings and 

arbitrations that could be handled by phone.

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

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

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

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

The costs for other services include estimated minimum space costs.

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

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

the commission work load will require additional clerical support at least 

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

program negatively.

5293W2287a



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

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

and Economic Development to the Division of Occupational Licensing, also 

within the Department of Commerce and Economic Development, and extends 

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

issued a performance report on the commission which recommended it be 

reestablished.

The department maintains its support for continuation of the Real Estate 

Commission and recognizes the important functions it provides. However, 

the department concurs with the proposal to reestablish the commission 

within the Division of Occupational Licensing.

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

and Ticensed realtors.

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

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

the Real Estate commission became semi autonomous which has increased 

the cost of service provided per licensee while decreasing the com­

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

to generate sufficient program receipts for FY 87 to maintain its 

current level of expenditures. The department believes the com­

mission can be as effectively administered under the Division of 

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

commission to the Division of Occupational Licensing would save 

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

be supported by the licensing fees.

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

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

Occupational Licensing employs both a legislative and a regulations

specialist wno could more effectively assist the commission in its 

efforts to improve regulations and statutes.

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

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

mission and staff to concentrate their efforts on increasing services 

to licensees including auditing of trust accounts, recovering surety 

fund claims, coordinating with the Real Estate Association, and 

improving functions.

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

Commission will increase efficiency 

the commission or the level of servi

Department of Commerce & teronomic 

Developin'’"1'

7020t
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SSSB 39

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

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

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

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

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

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

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

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

The attached forms document the costs associated w i t h  the transfer.



REVISED PROGRAM SUMMARY 

by

BUDGET COMPONENT

STATE OF ALASKA

Office of Management & Budgel
Division of Budget Review

CATEGORY

PROGRAM

AGENCY

DIVISION

BRU

COMPONENT

Pub Iic Protection 

Consumer Protection 

Commerce & Economic Dev 
Real Estate Commission 

Real Estate Commission

FY '88 

REQUEST

SSSB 39 ADJUSTED 

Note AUTH

ADJUSTED

AUTH

ADJUSTED

AUTH

ADJUSTED

AUTH

ADJUSTED

AUTH

70010 UNALLOCATED

7 1C00 PERS SVCS 300.5

72000 TRAVEL 36. 1

73000 CONT SVCS 166.9

74000 SUPFLIES 10.3

75025 LAND/STRCT

75690 EQUIPMENT

77000 GRANTS

76000 DEBT SVC

-300.5 

-36. 1 

-166.9 

-10.3

TOTAL 515.8 -513.8 0 .0 0 . 0 0 . 0 0 . 0 0.0 0 . 0 0 . 0 0 . 0 0 . 0
css 15 
685 iO 

51010 

51015 

5 iCoO 

5 1200

GEN FUND 

GF MATCH 

FED rtEC 

I A REC 

PROG REC 

CIP REC

513.8 -513.8 0.0

full time c . 0 -6.0 0.0

Part time 2.0 -2.0 0.0

IT MPORARY

MONTHS 62.0 -62.0 0.0
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STATE OF ALASKA REVISED PROGRAM SUMMARY CATEGORY Public Protection

Office of Management 2 Budget by PROGRAM Consumer Protection

Division of Budget Review BUDGET COMPONENT AGENCY Commerce & Economic Dev

DIVISION Occupational Licensing 

BRU Occupational Licensing

COMPONENT Administration

FY '88 SSSB 39 ADJUSTED

REQUEST Note AUTH

70010 UNALLOCATED
71000 PERS SVCS 713.3 27 *,. 5 984.8

72000 TRAVEL 14. 1 21.0 35.1

73000 CONT SVCS 31 1.9 91.2 403. 1

740G0 SUPPLIES 10.4 10.3 20.7

75025 LAND/STRCT
75690 EQUIPMENT
77000 GRANTS
7c300 DEBT SVC

TOTAL 1049.7 394.0 1443.7

t.85 15 GEN FUND
dS5 iO GF MATCH
510 iO FED REC
51C i 5 IA REC
5 ICc.0 PROG REC 1049.7 394.0 1443.7

51200 CIP REC

ADN ADJUSTED

AUTH

ADN ADJUSTED

AUTH

ADN ADJUSTED

AUTH

ADN ADJUSTED

AUTH

0.0 0.0 0.0 0 . 0 0.0 0 . 0 0 .0 0.0

Full i t  M l 15.0 5.0 24.0

PARI TIME 1.0 3.0 4.0

TEMPORARY
MG'IT uS 234.0 76.0 310.0
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REQUEST:

STATIC O F  A L A S K A  1987 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E  ----- :

D ill Version : SSSB 39
_________________________   Publish D ate : 4 / 7 / 8 7

Revision D a le :______ ________________
T it le  : A n  A c t  r e l a t i n n  t o  th e  
R e a l E s t a t e  C o m m is s io n . 

Sponsor : S e n a t o r  Z h a r o f f
Requestor:  ______________________

Agency A ffe c te d : C om m erce  a nd  E co n o m ic . D e v .  
b r u : Real E s t a t e  C om m iss ion /O ccupational
I ic e n s in g ______________________________
C om ponen ts :-----------------------------------------------------------  —

E X P E N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL.SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANT S. CLAIMS
MISCELLANEOUS

0 [ 6 2 . 0 1 0 • 0 0 0

0 [ 1 5 . L] . 0 0 0 0

0 [ 7 5 . 7 1 0 0 0 0
0 0 0 0 0 0

0 0 0 0 0 0
n 0 n ‘ . H  o ....... n 0
0 n 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 [ 1 5 2 . 8 ] 0 0 0 0

CAPITAL |

REVENUE

F U N D IN G : (Thousands o f  Dollars)
G E N E R A L F U N D  
FEDERALFUNDS 

OTHER 
TTTIAL

0 0 0 0 0 0

0 0 0 0 0 0

(3 [152.81 0 0 0 0

.........................Q . . . .  n 0 0 0

P O S IT IO N S :
FULL-TIME 

PART-TIME • 

TEMPORARY

0 [ 1 ] 0 0 0 0

0 1 0 0 0 0

0 0 0 0 0 0

A N A L Y S IS  : (A ttach a separate page i f  necessary)

(S e e  A t t a c h e d )

Iteparudby: .Kathy MarshaTT^ ^ ------------------------- Phone : 4 6 5 - 2 5 34
Division: O ccu pa tio n a l L i ^ n s p j ^  n . . -  A p r i l  a ,  i w i

A pproved by Com m iss ioner: J . / W    o ;ite :
Agency: C o m m e r c e  and hc on om ic  Development/

D istribu tion (by p re pa re r) :
Legis lative Finance 
Leg is la tive Sponsor 
Requestor
O ffice o f Management and Budget . ,
Impacted Agency(ics) pace ----------  o f  -------

’  Senate Secretary



SSSB  39 amends the s ta tu te s to tr an sfe r the s e m i a u t o n o m o u s  Re a l  E s t a t e  

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

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

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

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

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

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

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

The attached forms document the costs associated with the transfer.



STATE OF ALASKA

Office of Management & Budget

Division of Bua^ Y Review

REVISED PROGRAM SUMMARY 

by

BUDGET COMPONENT

CATEGORY Pub Iic Protection 

PROGRAM Consumer Protection 

AGENCY Commerce & Economic Dev 

DIVISION Real Estate Commission 

BRU Real Estate Commission

COMPONENT

FY '88 SSSB 39 ADJUSTED

REQUEST Note AUTH

70010 UNALLOCATED

71000 PERS SVCS 300.5 -300.5 0.0

72000 TRAVEL 36.1 -36.1 0.0

73000 CONT SVCS 166.9 -166.9 0.0

74000 SUPPLIES 10.3 -10.3 0.0

75025 LAND/STRCT

75690 EQU1PMENT

77000 GRANTS

78000 DEBT SVC

TOTAL 513.8 -513.8 0.0

68515 GEN FUND

68510 GF MATCH

51010 FED REC

51015 IA REC

51060 PROG REC 513.8 -513.8 0.0

51200 CIP REC

ADN ADJUSTED ADN ADJUSTED ADN ADJUSTED ADN ADJUSTED 

AUTH AUTH AUTH AUTH

0 . 0  0 . 0  0 . 0  0 . 0  0 . 0  0 . 0  0 . 0  0 . 0

FULL TIME 6.0 -6.0 0.0

PART TIME 2.0 -2.0 0.0

TEMPORARY

MONTHS 82.0 -82.0 0.0
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STATE OF ALASKA

Office of Management & Budget

Division of Budget Review

REVISED PROGRAM SUMMARY 

by

BUDGET COMPONENT

CATEGORY Public Protection 

PROGRAM Consumer Protection 

AGENCY Commerce & Economic Dev 

DIVISION Occupational Licensing 

BRU Occupational Licensing

COMPONENT Administration

FY '88 SSSB 39 ADJUSTED

REQUEST Note AUTH

70010 UNALLOCATED

71000 PERS SVCS 713.3 271.5 984.8

72000 TRAVEL 14.1 21.0 35.1

73000 CONT SVCS 311.9 91.2 403.1

74000 SUPPLIES 10.4 10.3 20.7

75025 LAND/STRCT

75690 EQUIPMENT

77000 GRANTS

78000 DEBT SVC

TOTAL 1049.7 394.0 1443.7

68515 GEN FUND

68510 GF MATCH

51010 FED REC

51015 IA REC

51060 PROG REC 1049.7 394.0 1443.7

51200 CIP REC

ADN ADJUSTED ADN ADJUSTED ADN ADJUSTED ADN ADJUSTED 

AUTH AUTH AUTH AUTH

0 . 0  0 . 0  0 . 0  0 . 0  0 . 0  0 . 0  0 . 0  0 . 0

FULL TIME 19.0 5.0 24.0

PART TIME 1.0 3.0 4.0

TEMPORARY

MONTHS 234.0 76.0 310.0
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IN THE SENATE f "v, BY ZHAROFF

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

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

F I F T EENTH  LEGISLATURE - FIRST SESSION 

A  BILL

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

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

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

(27) Real Estate Commission (AS 08.88.011).

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

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

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

(1) collect fees and issue receipts;

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

(3) issue and receive a pplicatio n forms;

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

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

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

under AS 08.55 for h e aring aid dealers;

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

a p p l i c a n t s ;

(6) publish  notice of examination;

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

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

(9) issue licenses and certificates or temporary licenses 

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

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

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

(10) issue duplicate licenses or certificates upon proof

-1- SSSB 39
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I' I

by the licensee of loss of the original  and payment b y  the licensee of 

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

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

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

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

(13) a nswer routine inquiries;

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

(15) arrang e for printing and advertising;

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

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

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

board;

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

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

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

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

sional discipline and in respondi ng to consumer complaints.

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

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

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

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

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

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

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

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

[1987].

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

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

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

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

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

as s ig ned b y  the commission.

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

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

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

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

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

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

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

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

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

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

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

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

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

may

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

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

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

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

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

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

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

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

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

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

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

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

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

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

adopted under it, or an order issued under it;

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

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

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

the r easonabl e costs of the examination; and

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

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

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

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

assistants to

(1) prepare questions on examinations;

(2) grade examinations [;

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

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

(b) If the commission authorizes the department to contract

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

grade examinations,

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

its contents;

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

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

national testing service.

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

pealed .

SSSB 39 -4-



A la ska  R ec re a tion a l P ro p e rty , Inc.
S u ite  800 C ourt Plaza 

P.O. Box 1211 
Juneau, A laska 99802 

(907) 580-3340
Weed K. S toops, P res iden t James P. C la rk . Secrelary-IVeasurei

M a r c h  5, 1987

T h e  H o n o r a b l e  T i m  K e l l y
C h a i r m a n ,  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  

P. O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  K e l l y :

T h e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  c u r r e n t l y  h a s  S B  39 "An 
A c t  r e l a t i n g  to r e a l  e s t a t e  b r o k e r s  and s a l e s p e r s o n s  a n d  to the Real 

E s t a t e  C o m m i s s i o n "  in its j u r i s d i c t i o n .  T h e  b i l l  w a s  i n t r o d u c e d  by 
S e n a t o r  Z h a r o f f  at t h e  r e q u e s t  o f  the Re a l  E s t a t e  C o m m i s s i o n .

S h o u l d  t h e  b i l l  be m o v e d  t h r o u g h  t h e  C o m m i t t e e ,  I s t r o n g l y  urge
t h a t  y o u  d e l e t e  the p r o p o s e d  n e w  l a n g u a g e  o n  l i n e s  3-6 o n  p a g e  10.

T h i s  p r o v i s i o n  w o u l d  p r o h i b i t  c o r p o r a t i o n s  s u c h  a s  A l a s k a  
R e c r e a t i o n a l  P r o p e r t i e s  f r o m  s e l l i n g  th e i r  o w n  p r o p e r t i e s u n l e s s  they 

u s e  a l i c e n s e d  r e a l  e s t a t e  b r o k e r .  T h e r e  is a b s o l u t e l y  no n e e d  for such 
a r e q u i r e m e n t .  W h i l e  o u r  c o r p o r a t i o n  m a y  c h o o s e  to u s e  a b r o k e r  u n d e r  
c e r t a i n  c i r c u m s t a n c e s ,  w e  a r e  m o r e  f a m i l i a r  w i t h  the p r o p e r t y  to be 
s o l d ,  a n d  a r e  g e n e r a l l y  m o r e  e f f e c t i v e  in m a k i n g  s a l e s  t h a n  a b r o k e r .

P r o p e r t y  o w n e r s ,  e i t h e r  i n d i v i d u a l  o r  c o r p o r a t e ,  d e s e r v e  the 
r i g h t  to m a r k e t  t h e i r  o w n  p r o p e r t y  if th e y  s o  c h o o s e .  T h i s  p r o v i s i o n  is

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

s e l l  t h e i r  o w n  h o m e s .

T h e  p u r p o s e  of t h e  p r o p o s e d  p r o v i s i o n  s e e m s  c l e a r :  to e n h a n c e  
t h e  e c o n o m i c  s t a t u s  o f  r e a l  e s t a t e  b r o k e r s  a t  t h e  e x p e n s e  o f  the 
i n d i v i d u a l  o r  c o r p o r a t e  r i g h t  t o  m a n a g e  t h e  a f f a i r s  o f  o n e ' s  o w n  
b u s i n e s s .  U n l e s s  t h e  C o m m i s s i o n  h a s  a c l e a r  a n d  c o n v i n c i n g  p u b l i c  
p u r p o s e  to j u s t i f y  t h e i r  p o s i t i o n ,  I d o  n o t  s e e  a n y  r e a s o n a b l e  g r o u n d s  

for this p r o p o s a l .

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n  of t h i s  m a t t e r .

S i n c e r e l y ,

R e e d  R. S t o o p s

R R S :s d / 9 .31
cc: S e n a t o r  F r e d  Z h a r o f f



I  R O. BO X  405, K O D IA K . A L A S K A  99615 (907) 486-5259
D U R IN G  S E S S IO N :
p. O. BO X V. JU N EA U , A L A S K A  99811 »(907) 465-3473• 465-3474• 465-3844 (L a b o r  a n d  C o m m e r c e  C o m m itte d )

  DISTRICT N   ■—  ■
ALA SKA  PEN IN SULA  • A L E U T IA N  C H A IN  • BR ISTOL BAY • KOD IAK  I S L A N D  • LAKE C LA R K / L A K E  IL IA M N A  • " R IB IL O F  I S LA N D S  • SH U M A G IN  ISLANDS

20 J a n u a r y ,  1 9 8 7

M E M O R A N D U M :

TO: M a r k  J o h n s o n ,  C o m m i t t e e  A i d e
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

FROM: M i c h a e l  T h i l l
S e n a t o r  Z h a r o f f * s  S t a f f

SUBJ: S B  3 9 R e a l  E s t a t e  C o m m i s s i o n  B i l l

S e n a t e  B i l l  39 w a s  p r e f i l e d  b y  S e n a t o r  Z h a r o f f  t o  a d d r e s s  
c o n c e r n s  o f  t h e  R e a l  E s t a t e  C o m m i s s i o n  w h i c h  w e r e  n o t  a c t e d  
u p o n  l a s t  s e s s i o n .  T h i s  m e a s u r e  c o n t a i n s  s u b s t a n t i v e  c h a n g e s  
w h i c h  w e r e  r e q u e s t e d  b y  t h e  R e a l  E s t a t e  C o m m i s s i o n ,  e x t e n d s  
t h e  t e r m i n a t i o n  d a t e  o f  t h e  c o m m i s s i o n ,  a n d  g r a n t s  g e n e r a l  
r e g u l a t i o n  a d o p t i o n  a u t h o r i t y  c o m m o n  t o  m o s t  b o a r d s  a n d  
c o m m i s s i o n s .

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

T h e  m o s t  k n o w l e d g e a b l e  p e r s o n  t o  s p e a k  w i t h  r e g a r d i n g  t h i s  
m e a s u r e  is:

J i m  M a g o w a n ,  E x e c u t i v e  D i r e c t o r  of t h e  R e a l  E s t a t e  
C o m m i s s i o n :  5 6 3 - 2 1 6 9

I w i l l  a t t a c h  a s e c t i o n a l  a n a l y s i s ,  a c o p y  o f  a m e m o  f r o m  t h e  
A G ' s  O f f i c e  c o n c e r n i n g  t h i s  b i l l ,  a c o p y  o f  t h e  m o s t  r e c e n t  
audit, t h e  0 M B  r e p o r t  w h i c h  r e c o m m e n d s  a n  o v e r h a u l  o f  t h e  
c o m m i s s i o n  s t a t u t e s ,  a n d  a c o p y  o f  t h o s e  s t a t u t e s  w h i c h  a r e  

b e i n g  r e p e a l e d .
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S B  3 9  S e c t i o n a l  A n a l y s i s :

S e c t i o n  1) 

S e c t i o n  2)

S e c t i o n  3)

S e c t i o n  4)

S e c t i o n  5)

S e c t i o n  6)

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

S e c t i o n  23)

S e c t i o n  24)

S e c t i o n  25)

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

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



S e c t i o n  28) R e q u i r e s  t h e  r e f u n d  o f  $ 2 2 5  o f  t h e  f i l i n g  f e e  
p a i d  u n d e r  0 8 . 8 8 . 4 6 0 ( d )  t o  a c l a i m a n t  w h o s e  
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P U RPO SE AND SCOPE OF THE REPORT

Purpose

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

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

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

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

Scope

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

1. Appli cable statutes and regulations.

2. Tests of records and documents of the Commission.

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

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

5. Questionn aires sent to Comm is s i o n  members and Alaska 
licensed real estate brokers, a ssociate brokers, and 
s a l e s p e r s o n s .
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O R G A N I Z A T I O N  AND F U N CTI ON

The Alaska Real Estate C o m m i s s i o n  (AREC) was establ i s h e d  and 
operates under Title 8, Chapter  88 of the A l a s k a  Statutes.
It is a regulat ory com mis s i o n  consis t i n g  of five real estate 
brokers or as sociate brokers and two public members.

The Commissio n regulates persons licens ed as real estate 
brokers, associate brokers, and salespersons by:

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

2. E s t a blishing or ame nding rules and regulations 
ne c e s s a r y  to enforce State statutes.

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

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

AREC is also author i z e d  to conduct real estate clinics, 
meetings, or e ducationa l institutes for the purpose of 
raising the standards of the real estate business and the 
competency of licensees.

R.eal estate assoc iate brokers and broke rs must pass an 
e xamination  and have h a d  at least 24 mont hs of active and 
continuous experience as a real estate salesperson. A d d i­
tionally, an appl icant for an as sociate b roker  or b roker 
license may not be u n d e r  indictme nt for any felony involving 
moral turpitude or five or seven years, respectively, have 
elapsed since compl eting a sentence for a felony involving 
moral turpitude. A  b r o k e r  differs from an associate b rok er 
in that a b r o k e r  mus t be an owner of a real estate business 
or employ ed as a b r o k e r  by a c o r p o r a t i o n  or partnership.
An  associate b roker has m e t  the statutory requirements of 
a broker, but is e m p lo yed by a real estate broker.

A  real estate s alesp e r s o n  m u s t  pass an examination; be at 
least 19 years old; n o t  be under indictme nt for, or completed 
the sentence imposed if convi cted of, any felony involving 
moral turpitude; and be e m p loyed by a real estate broker.

Real estate licensees must pay a surety fund fee, in lieu of 
obtaining a corporate surety bond, w h e n  obtaining or r e n e w­
ing their licenses. These fees are deposited  in the Real 
Estate Surety Fund and are to be u s e d  for r e i mbursement of 
losses suffered as a result of fraud, mis representation, 
deceit, or the conversio n of trust funds on the part of a 
real estate licensee. Claims for r e i m bursem ent require a
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R E P O R T  C O N C L U S I O N

%

Policy  Issues

This report contains policy issues raised as a result of our 
evaluation of various Commis s i o n  practices. The final 
p o l i c y  decisions affectin g these practic es are not w i t h i n  
the scope of the report but require legislative consideration. 
In debating these issues, the oversight committees should 
c onsider the findings and r ecommend ations presented  in this 
r eport so the potent ial impact of p oli cy changes can be 
e v a l u a t e d .

Report Conclusion

In our opinion, the A laska  Real Estate Commi ssion (AREC) 
should continue to regulate and license real estate p r o f e s­
sionals. The r e g u l a t i o n  and licensing of the profession is 
n e c e s s a r y  b e cause of the p o t e n tial for substantial economic 
loss r e s u lting from the business p r a c t ices of unqualified, 
incompetent, or dishonest real estate practitioners.

However, substantial im provement needs to take place in the 
operations of the Commission. The Office of Manageme nt and 
Budget (OMB) co nducted a compr ehensive m a n a g e m e n t  audit of 
AREC and issued its report, "Management Audit Report on the 
A l a s k a  Real Estate Commission" dated Decembe r 1984. We 
support the recommendations  made by OMB, but note little 
progress to date in i m p l e menta tion of those recommendations. 
Implem entation of the r e c o m mendations  contained in this 
report and the OMB report (see A p p e n d i x  D) w o u l d  enable 
AREC to p e r f o r m  m o r e  effec t i v e l y  and efficiently.
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FINDINGS A ND RECOM M E N D A T I O N S

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

The A l a s k a  Real Estate Comm is s i o n  (AREC) should revise the 
procedures for p r o c e s s i n g  and closing licensing complaints'.

Curren tly A R E C  uses procedures for p r o c e s s i n g  licensing 
complaints w h i c h  are ineffective and inefficient. A  copy 
of each complaint file is sent to an AREC  commissioner.
This " c o o rd inating commissioner" is s u p p osed to assist the 
Accoun t a n t  III (REC i n v e s t i g a t o r / a u d i t o r  h e r e i n a f t e r  r e­
ferred to as investigator) in his invest i g a t i o n  b y  offering 
real estate expertise. For each complaint r e c o m m e n d e d  for 
closure, the commi s s i o n e r  is supposed to r e v i e w  the file and 
approve or disapprove the closure recommendation. During 
the next C o m m i s s i o n  meeting, those complaints approved for 
closure by individual commissioners are o f f i c i a l l y  voted 
closed b y  the entire Commission.

The first sunset r e v i e w  of AREC  b y  L e g i s l a t i v e  A u d i t  dated 
May 7, 1979, found fault w i t h  commissioners being  informed 
as to the facts and being involved in the inv estigations and 
re c o m m e n d e d  that inves t i g a t i o n  p rocedures be changed and r e­
vi s e d  to develop an accurate and p r o p e r  system for handling 
complaints. A  follow-up r e v i e w  dated June 4, 1981, r e c o m­
men d e d  that a formal s y s t e m  of investigativ e procedures be 
developed, approved, and docume n t e d  prior to the i n v e s t i g a­
tive r e s p o n s i b i l i t y  b e i n g  transferred from the D i v i s i o n  of 
O c cup ational Licensing. A n  Ombudsm an inve st i g a t i o n  completed 
on A pril 13, 1983, included  r e c o m m endations a ddressing  delays 
in the m a n a g e m e n t  and p r o c e s s i n g  of licensing complaints. An 
Office of M a n a g e m e n t  and Budget (OMB) m a n a g e m e n t  report dated 
D e c ember 1984 found that AREC lacked a formal, structured 
procedure for proce s s i n g  license complaints.

The executive director and i n v est igator have e st ablished 
informal procedures in r e s ponse to these recom mendations 
that conflict w i t h  those in use by other reg ulatory l i c e n s­
ing boards u nder O c cupationa l Licensing. W e  recommend AREC 
take a proactive, r ather than rea ctive a pproach and revise 
its procedures  to include the following:

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

2. The i n v est igator should fully investigate every c o m­
plaint. This m a y  involve n o t h i n g  m o r e  than reading 
the complaint form and suppor ting documents, but the 
case file should contain evidence of the investigatio n 
conducted.
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Initially, active licensees should be n o t i f i e d  that their 
licenses will be suspended if an ag reement on repayment is
not reached. If these procedures reveal inadequate a u t h o r i­
ty for recovery, statute changes m a y  be necessary. However, 
lack of action b e cause a p r o b l e m  m a y  exist is not a c c e p t­
able. These procedures must be fo rmalized and w r i t t e n  in 
order to facilitate recovery.

R e c o m m e n d a t i o n  No. 3

AREC should undertak e a m a j o r  revision of A l a s k a  Statutes, 
Title 8, Cha pter 8 8 .

The A t t o r n e y  General's Otfice as w e l l  as staff and c o m m i s­
sioners of ARE C pointed to statutes w h i c h  n e e d e d  revision. 
Some sections n e e d  clarificat ion w h i l e  others appea red to 
give inadequate authority to the Com mission to carry out 
its duties. Some examples follow:

1. Duties of the Commission. AS 08.88.071.
(a)(3) could be changed to a simple statement such as: 
"hold hearings and order discip l i n a r y  sanctions against 
a p e r s o n  w h o  viol ates this chapter or the regulations 
of the commission." A  separate section is n e e d e d  d e­
lineating grounds for denial, suspension, and revocation 
of a license. A  section on penalties or disciplinary 
sanctions is u s u a l l y  found in other chapters of Title 8.

(b) should be r e l o c a t e d  to Article 5, the Real Estate 
Surety Fund. Combined license and Surety Fund claim 
hearing s are n o w  b e i n g  scheduled and suspension of a 
license u nti l re payment of the cla im should not be 
c onfused w i t h  suspension for a licensing violation. 
Q u a l i f y i n g  language m a y  be n e e d e d  to distinguish 
b e t w e e n  suspension for a v i o l a t i o n  and suspension 
for a repayment agreement in those combined hearings. 
Repaym ent of the Surety Fund claim does not "buy back" 
the license suspended for a violation.

2. Ent itl e m e n t  to license. AS 08.88.171.
This section should be retit led " e l igib ility for li­
cense" or "qualifi cations for license." At this time, 
a b r o k e r  or associate b r o k e r  is still "entitled" to a 
salesperson license even though the C ommis s i o n  revokes 
the b r o k e r  or associate broker license. If this is not 
the intent of the Legislature, a p r o v i s i o n  should be 
includ ed that licensees lose their e ligibi lity for all 
licenses upon license revocatio n and that license 
e l i g i b i l i t y  can only be reinstated  by the Commission.

3. R e i n s t a t e m e n t  of lapsed license. AS 08.88.241.
The Com mis s i o n  has taken the p o s i t i o n  that a broker, 
associate broker, or salespers on w h o s e  license has
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P U R P O S E  A N D  S C O P E  O F  T H E  R E P O R T

Purpose

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

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

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

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

Scope

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

1. Applic a b l e  statutes and regulations.

2. Tests of records and documents of the Commission.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Report Conclusion

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

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