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FINDINGS AND R ECOMMENDATI ONS

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

The Alaska Real Estate Commission (AREC) should revise the 
procedures for proces s i n g  and closing licensing c o m p l a i n t s .

Currently A R E C  uses procedures for pr oce 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 A R E C  commissioner.
This "coordin ating commissioner" is supposed to assist the 
Accountant III (REC invest 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 nis inves t i g a t i o n  by offering 
real estate expertise. For each c omplaint recom m e n d e d  for 
closure, the commissioner is supposed to r e v i e w  the file and 
approve or disapprove the closure recommendation. During 
the next Commis sion meeting, those complaints approved for 
closure by individual commissioners are officially voted 
closed b y  the entire Commission.

The first sunset r eview of A R E C  by Legi sl a t i v e  Audit dated 
May 7, 1979, found fault w i t h  co mmissioners being informed 
as to the facts and b e i n g  involved in the investigations and 
r ecommended  that i n v estig ation procedures be changed and r e­
vise d  to develop an accurate and p roper s ystem for h andling 
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 ystem of investigative procedures be 
developed, approved, and documented prior to the i n v e s t i g a­
tive respon s i b i l i t y  b e i n g  t ransferr ed from the Divi sion of 
Occupational Licensing. An Ombud sman investigati on completed 
on April 13, 1983, included r ecomm endations addressing 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 Mana ge m e n t  and Budget (OMB) m a n a g e m e n t  report dated 
December 1984 found that AREC lacked a formal, structured 
procedure for proces s i n g  license complaints.

The executive director and investigat or have established 
informal procedures in respon se to these reco mmendations 
that conflict w i t h  those in use by other r egulatory l i c e n s­
ing boards und er Occupation al Licensing. We recommen d AREC 
take a proactive, rather than reactive approach 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 most com promising element 
of the present  system.

2. The i n ves tigator should fully investigate every c o m­
plaint. This m a y  involve n o thing more  than reading 
the complaint form and supporting documents, but the 
case file should co' tain evidence of the investigation 
conducted.
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3. The investigator should prepare a generic summary of
the complaint, evidence, investigation, and conclusion 
reached. If that conclusion recommends closure due to 

| no violation or no jurisdiction, the summary should be
sent to each commissioner at least two weeks prior to 
the next meeting for action by the entire Commission.
At the meeting, the complaint could either be referred 
back to the investigator for further action or closed.

4. If the investigator determines a violation has occurred, 
an accusation or statement of issues would be prepared 
as under the current procedures. If s hearing is 
requested, the commissioners would act on the hearing 
officer's proposed decision.

5. These procedures should be formalised and supported by 
time standards. Implementation of these procedures 
would allow the investigator to be more efficient.
Cases recommended for closure would be acted on at the 
next meeting and the carrying over of cases to the next 
meeting due to the absence of one or more commissioners 
would not occur. The amount of copying and mailing 
costs, as well as time spent tracking complaints, would 
be reduced substantially.

Recommendation No. 2

AREC should actively pursue recovery of Surety Fund claims 
paid and the associated hearing costs from the involved 
licensees. ~ ~

Alaska Statute 08.88.071(b) allows AREC to suspend the 
license of a broker, associate broker, or salesperson 
until an agreement is reached on terms and conditions for 
the repayment to the Real Estate Surety Fund of the money 
awarded to the claimant and the costs of hearing the claim. 
To date, repayment by the involved licensee has been more 
voluntary than required. Of the approximately $430,000 of 
claims and associated hearing costs paid from the Surety 
Fund, only fifteen percent or $65,000 has been recovered.

The Attorney General's (AG) Office must file suit to collect 
these payments. Several of the larger payouts have recently 
been turned over to an Assistant AG for action. The Commis­
sion has been trying to develop a process to recover through 
Small Claims Court, which has a $2,000 limit, those claims 
under $5,000 which the AG's Office x>7ill not prosecute. This 
process has not been implemented due to lack of time by the 
investigator to follow through.

We recommend that judgement, execution, and collection be 
undertaken on a test basis as soon as possible through the 
appropriate trial court in order to refine the procedures 
necessary for recovery of monies owed to the Surety Fund.
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Initially, active licensees should be notified that their 
licenses will be suspended if an agreement on repayment is 
not reached. If these procedures reveal inadequate authori­
ty for recovery, statute changes may be necessary. However, 
lack of action because a problem may exist is not accept­
able. These procedures must be formalized and written in 
order to facilitate recovery.

Recommendation No. 3

AREC should undertake a major revision of Alaska Statutes, 
Title 8, Chapter 83.

The Attorney General's Office as well as staff and c mmis- 
sioners of AREC pointed to statutes which needed revision. 
Some sections need clarification while others appeared to 
give inadequate authority to the Commission 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 disciplinary sanctions against 
a person who violates this chapter or the regulations 
of the commission." A separate section is needed de­
lineating grounds for denial, suspension, and revocation 
of a license. A section on penalties or disciplinary 
sanctions is usually found in other chapters of Title 8.

(b) should be relocated to Article 5, the Real Estate 
Surety Fund. Combined license and Surety Fund claim 
hearings are now being scheduled and suspension of a 
license until repayment of the claim should not be 
confused with suspension for a licensing violation. 
Qualifying language may be needed to distinguish 
between suspension for a violation and suspension 
for a repayment agreement in those combined hearings. 
Repayment of the Surety Fund claim does not "buy back" 
the license suspended for a violation.

2. Entitlement to license. AS 08.88.171.
This section should be retitled "eligibility for li­
cense" or "qualifications for license." At this time, 
a broker or associate broker is still "entitled" to a 
salesperson license even though the Commission revokes 
the broker or associate broker license. If this is not 
the intent of the Legislature, a provision should be 
included that licensees lose their eligibility for all 
licenses upon license revocation and that licence 
eligibility can only be reinstated by the Commission.

3. Reinstatement of lapsed license. AS 08.88.241.
The Commission has taken the position that a broker, 
associate broker, or salesperson whose license has
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lapsed for more than two years must be reexamined before 
reinstatement and must begin at the salesperson level.
If t h e  i n t e n t  o f  t h e  l e g i s l a t i o n  is t h a t  t h e  b r o k e r  a n d  
a s s o c i a t e  b r o k e r  l i c e n s e s  c a n n o t  b e  r e i n s t a t e d  a f t e r  
e x a m i n a t i o n ,  t h a t  l a n g u a g e  s h o u l d  b e  i n s e r t e d  i n  t h e  
s t a t u t e s .  T h e  c u r r e n t  p o l i c y  is to r e i n s t a t e  a n y  
l i c e n s e  l a p s e d  l e s s  t h a n  t w o  y e a r s  w i t h o u t  e x a m i n a t i o n .

4. Out-of-state licenses. AS 08.88.261.
This section should be repealed. The State of Alaska 
does not have reciprocity agreements with other states. 
License by endorsement is available to a person who 
holds a valid active real estate license issued by 
another state upon passing an examination in Alaska 
law and meeting the requirements of AS 08.88.171.

5. Education. AS 08.88.091.
Authority to sell informational materials at a price 
designed to recover costs and deposit the money in the 
Real Estate Surety Fund should be added. The Commission 
should establish guidelines for charges for copies 
exceeding one per licensee.

Specific language should be added regarding the liability of 
the licensee to repay Surety Fund claims and hearing costs 
paid from the Surety Fund. Procedures should be developed 
in consultation with the Attorney General's Office to 
standardize and expedite recovery efforts. Other areas 
needing clarification are definitions of "real estate" and 
"employed" as used in Chapter 88.

This project should be prioritized. A reimbursable services 
agreement with the Department of Law, if necessary, or a 
contract with a private attorney would assure the time 
needed to accomplish this goal.

In addition, the Commission should revise the regulations, 
License Biennium and License Renewal, 12 AAC 64.070 and .071. 
A staggered renewal should be instituted to spread the work­
load more evenly throughout the biennium. An alternative to 
staggering license renewal within the biennium could be to 
seek statutory change to allow for a triennial renewal and 
staggering license renewal over three years. This change 
would also necessitate a change to the fee section of the 
statutes, AS 08.88.221.

Recommendation No. 4

AREC should analyze the need for an additional clerical 
position.

The staff of AREC consists of an executive director, an 
investigator, a licensing examiner, two half-time hearing 
officers, a secretary, and a clerk typist. Staff complains
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of a workload such that they are unable to complete their 
assigned duties. The investigator and hearing officers were 
added to staff with no increase in clerical support. Each 
of these positions generate a large amount of clerical work. 
The investigator spends a great deal of time tracking 
complaint files and Surety Fund claims because no one else 
is available to do it. The license examiner must do most 
of the typing and filing of that position due to lack of 
support. The hearing officers currently have a backlog of 
proposed decisions awaiting typing. Additionally, AREC is 
now involved in a computer conversion which will require a 
substantial amount of time of the licensing examiner and 
investigator to develop programs to assist them in their 
duties. When the programs are developed all the information 
for the licensing history and complaint files must be 
entered in the system. Also, 1986 is the biennial renewal 
year which historically overwhelms the staffing available.

Thirty-one percent of the licensees responding to a question­
naire had complaints regarding the handling of applications, 
fees, or other administrative duties of the Commission.
An accurate, up-to-date roster of licensees is still not 
available. The Commission has not published its quarterly 
newsletter since February 1985, which was a copy of the 
statutes and regulations. The executive director states 
he does not have time to manage the appropriation from the 
Surety Fund for education. However, a position has recently 
been authorized, funded bT the Surety Fund, for an educa­
tional coordinator. This position may also require clerical 
support.

We believe the need for additional temporary clerical help 
is critical at this time. The license examiner and inves­
tigator must have time available to assist in development 
of computer programs. Existing staff must have assistance 
with the biennial renewal of licenses and data input. The 
Commission should try to make the funding available from the 
FY 36 budget, seek assistance from any departmental typing 
pool, or request supplemental funding. Implementation of 
the recommendations such as changing the license renewal 
date and computerizing operations may reduce the workload 
and streamline operations so that a permanent position is 
not necessary in the long-term. Further analysis will be 
needed after the changes are instituted. However, we be­
lieve temporary assistance is critically necessary at this 
time.

Recommendation No. 5

The investigator should devel.op a time accounting system 
which would document investigative actions.

During the course of our review, fifty license complaint 
files were examined from FY 8'+ and 85. Documentation

S T A T E  O F  A L A S K A -11- D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



included the license complaint form and supporting documen­
tation, a checklist, ''riority evaluation form, copies of 
the ten-day letters sent and the responses received, and 
the investigator's report/recommendation. Twenty-five of 
the fifty files had one or more errors noted such as lack 
of forms, incomplete forms, no commissioner signatures on 
closure recommendations, or missing files. It was extremely 
difficult to determine what, if any, investigation was done. 
Some files were referred back to the investigator marked 
"investigate" but no further action had been documented.

The investigator was unable to estimate now much time he 
spent on investigations, tracking Surety Fund claims, and 
other assigned duties. Implementation of. a time accounting 
system, in conjunction with the computerised complaint 
tracking system, would analyze his workload as well as 
document investigative procedures.
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Limited Analysis

The following analysis of Commission activities relate to 
the public need factors defined in the "sunset" law. This 
analysis is not intended to be all inclusive, but addresses 
those areas we were able to cover within the scope of our 
review.

I. The extent to which the board, commission, or program 
has operated in the public interest.

A. The Commission has held five meetings each year 
during the last three years.

B. The Commission has implemented regulations to 
administer Surety Fund claims.

C. The Commission has issued fifteen stop orders 
to prevent unlicensed activity from continuing.

D. The Commission has sponsored seminars and pub­
lications on real estate matters.

II. The extent to which the operation of the board,
commission, or agency program has been impeded or 
enhanced by existing statutes, procedures, and prac­
tices which it has adopted, and anv other matter, 
including budgetary, resource, and personnel matters.

A. Procedures for processing licensing complaints 
are ineffective and inefficient (see Recommenda­
tion No. 1). Additionally, complaint files often 
lack documentation co determine if investigations 
are properly conducted (see Recommendation Mo. 5).

B. The statutes governing the Commission are not 
clear and concise and need revision (see Recom­
mendation No. 3 ) .

C. Existing staff needs temporary clerical assis­
tance through completion of computer programming 
and the biennial license renewal (see Recommen­
dation No. 4 ) .

D. The Commission requires increasingly more legal 
assistance from the Department of Law, Attorney 
General's Office, which may not be available 
under the present biidgetary program.
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III. The extent to which the board, commission, or agency 
has recommended statutory changes which are generally 
of benefit to the public interest.

A. The Commission succeeded in having some obsolete 
or vague statutory requirements repealed or 
amended. Changes were also enacted to the Surety 
Fund claim process. A claimant is required to pay 
a $250 filing fee, which may not be in the 
public's best interest.

IV. The extent to which the board, commission, or agency 
has encouraged interested persons to report to it 
concerning the effect of its regulations and decisions 
on the effectiveness of service, economy of service, 
and availability of service which it has provided.

A. Commission meetings are announced to the public. 
Time is scheduled to hear from interested persons.

B. Comments on regulation changes are solicited by 
announcement in public newspapers and notices to 
interested associations.

V. The extent to which the board, commission, or agency 
has encouraged public participation in the making of 
its regulations and decisions.

A. The Commission announces proposed regulation 
changes or additions in newspapers in accordance 
with the Administrative Procedures Act.

B. The Commission formed a Project Action Committee 
composed of commission members, licensees, and 
the public. Task forces for statutes and regula­
tions, education, and agency were established to 
make recommendations in those areas.

VI. The efficiency with which public inquiries or com­
plaints regarding the activities of the board, com­
mission, or agency filed with it, with the department 
to which a board or commission is administratively 
assigned, or with the Office of the Ombudsman have 
been processed and resolved-!

A. we found no instances where the Commission did 
not respond to public inquiries.

B. During the last three years, forty-nine complaints 
have been closed by the Office of the Ombudsman. 
Ten of these were found to be justified or par­
tially justified and most involved unreasonable 
delay or lack of action on licensing complaints 
and Surety Fund claims.
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VII. The extent to which a board or commission which
regulates entry into an occupation or profession has 
presented qualified applicants to serve the public.

A. The Commission gave the licensing examination 
each month in Anchorage and quarterly in Fair­
banks, Kenai, and Juneau. Approximately 7,500 
persons took the examination with 3,100 or 41 
percent passing during the past three years. 
Licenses issued totalled 2,329.

B. The Commission revoked, suspended, or denied 
thirty licenses in the last three years. As 
of June 30, 1985, the Commission had 176 open 
license complaints.

VIII. The extent to which State personnel practices, in­
cluding affirmative action requirements, have been 
complied with by the board, commission, or agency 
to its own activities and the area of activity or 
interest.

A. We found no evidence of problems in this area.

IX. The extent to which statutory, regulatory, budgeting,
or other changes are necessary to enable the agency,
board, or commission~to better serve the interests of
the public and to comply with the factors enumerated 
in this subsection.

A. Please refer to the previous section, Findings
and Recommendations, and the December 1984 report 
by OMB included in its entirety as Appendix D of 
this report.
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A P P E N D I X  A

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA REAL ESTATE COMMISSION 

SCHEDULE OF GENERAL FUND REVENUES 
COMPARED WITH OPERATING EXPENDITURES 
For Fiscal Years 1983 through 1985 

(UNAUDITED)
(Note 1)

Fiscal Year

1983 1984 1985

Revenues $ 130,941 $477,074 $229,200

Expenditures:
Personal services 
Travel
Contractual services 
Supplies and materials 
Machinery and equipment

195,737
18,011
91,241
5,312
490

195,066
19,757.
83,700
3,282

428

245,089
18,890
42,734
4,243
1,236

Total Expenditures 310,791 302,228 312,192

R e v e n u e s  o v e r  ( u n d e r )  
E x p e n d i t u r e s $(179.850) $174.846 $(82.992)

SCHEDULE OF REVENUES

Unrestricted Revenues Amount Collection Time

Examination fee $ 50
Reciprocity fee 100

Initial license fee 100
Renewal-active license 100
Renewal-inactive license 50
Amendment or transfer of

license fee 5

With taking the examination 
With granting of license 

through reciprocity 
With issuance of license 
Biennially 
Biennially

When amending or transferring

Note 1: The information included in this schedule was obtained
from the accounting records of the Alaska Real Estate 
Commission. The information has not been audited by us 
and, accordingly, we express no opinion on it.
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D E PA RT M E N T  OF COMMERCE A N D  E C O N O MI C D EV E LO P M E N T  
A L A S K A  REAL E STATE C O M M I S S I O N  

SCHEDULE OF E X A M I N A T I O N  S TATISTICS 
For Fiscal Years 1983 thro ug h 1985

Brokers and A.ssociate Brokers

Number of examinees 
Number passed 
Percentage pass rate

Salespersons

Number of examinees 
Number passed 
Percentage pass rate

Total

Number of examinees 
Number passed 
Percentage pass rate

Initial Licenses Issued

Fiscal Year

1983 1984 1985

425 442 302
190 186 156

44.7% 42.1% 51.7%

2,305 2,436 1,604
839 1,018 694

36.4% 41.8% 43.3%

2,730 2.878 1,906
1,029 1,204 850
37.7% 41.8% 44.6%

708 939 682
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A P P E N D I X  C

D E P A R T M E N T  O F  C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T  
A L A S K A  R E A L  E S T A T E  C O M M I S S I O N  
S U M M A R Y  O F  R E S P O N S E S  T O  A  

R E A L  E S T A T E  L I C E N S E E  Q U E S T I O N N A I R E

A r e  y o u  l i c e n s e d  as a ( p l e a s e  c i r c l e  o n e  o f  t h e  f o l l o w i n g ) :

B r o k e r  A s s o c i a t e  B r o k e r  S a l e s p e r s o n  N o t  D e s i g n a t e d

3 8  2 5  2 9  1 5

Y e s  N o  N / 0 *

D o  y o u  b e l i e v e  t h a t  it is i n  t h e  p u b l i c ' s  
b e s t  i n t e r e s t  t h a t  t h e  f o l l o w i n g  p r o f e s ­
s i o n s  b e  l i c e n s e d ?

a) B r o k e r s 9 9 % 1% 0%

b) A s s o c i a t e  B r o k e r s 9 7 % 3% 0%

c) S a l e s p e r s o n s 9 8 % 2% 0%

D o  y o u  b e l i e v e  t h a t  t h e  R e a l  E s t a t e  
C o m m i s s i o n  h a s  o p e r a t e d  i n  t h e  p u b l i c ' s  
b e s t  i n t e r e s t ? 8 4 % 9% 7%

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

a d m i n i s t r a t i v e  d u t i e s  b y  t h e  C o m m i s s i o n ? 3 1 % 6 3 % 6%

P l e a s e  e x p l a i n  i f  a n s w e r e d  Ye s .

M o s t  p r e v a l e n t  a n s w e r  w a s  t h a t  t h e  
p r o c e s s i n g  ' f  a p p l i c a t i o n s , r e n e w a l s  3 
a n d  c o m p l a i n t s  i s  n o t  t i m e l y .

* N o / O p i n i o n
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APPENDIX C

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA REAL ESTATE COMMISSION 
SUMMARY OF RESPONSES TO A 

REAL ESTATE LICENSEE QUESTIONNAIRE

Yes No N/O

Do you believe the examination and screen­
ing process for licensure is performed 
adequately by the Commission? 7 3 % 2 2 % 5%

Please explain if answered No.

M o s t  p r e v a l e n t  a n s w e r  w a s  t h a t  
r e q u i r e m e n t s  s h o u l d  h e  s t r i c t e r .

Do you believe that applicants for real 
estate licenses should be required to 
complete real estate courses before they 
are licensed? R ?% 2 7 % n  or0  /o

Do you believe that continuing education 
should be required for the following to 
renew their licenses?

a) Prokers L&2L 3 2 % . . 2 . 1 .
b) Associate Brokers 5 3 % 27..%. 1 0 %

c) Salespersons 5 4 % 3 7 % 9%

Do you believe licensing by reciprocity 
should be continued? 7 6% 1 8 % 6%

Does the license examination cover material 
which is not pertinent or relevant to actual 
practice? 4 8 % 2 2 2 L 1 9%

Please explain if answered Yes.

M o s t  p r e v a l e n t  a n s w e r s  w e r e  t h a t  t h e  
e x a m i n a t i o n  i s  t o o  t e c h n i c a l } a n d  m o r e  
e m p h a s i s  s h o u l d  h e  p l a c e d  o n  p r o f e s s i o n a l  
e t h i c s .
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DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA REAL ESTATE COMMISSION 
SUMMARY OF RESPONSES TO A 

REAL ESTATE LICENSEE QUESTIONNAIRE

9. Has the Commission handled complaints
fairly? 4 7 % 24% 39%

10. Do you believe the Commission should 
conduct broker trust account audits on a
random basis? 6 n% r*.

11. Do you believe the Commission has adequate 
revocation and suspension powers to be
effective? 81% 8% 11%

12. Do you believe the Commission should be 
allowed to levy fines for enforcement of 
regulations?

13. Do you believe the Commission has
discriminated against minorities? p% 86% 24%

Response Rate:

Number of Questionnaires Sent: 250 

Niimber of Responses Received: 107

Response Rate: 42.8%
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S U M M A R Y

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) r e g u l a t e s  t h e  S t a t e ' s  
r e a l  e s t a t e  p r o f e s s i o n  b y  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  a n d  h o l d i n g  
h e a r i n g s  t o  s u s p e n d  o r  r e v o k e  l i c e n s e s .  A R E C  is a l s o  
r e s p o n s i b l e  f o r  a d j u d i c a t i n g  s u r e t y  f u n d  c l a i m s  f r o m  v i c t i m s  o f  
f r a u d ,  d e c e i t ,  m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  of t r u s t  f u n d s  
b y  l i c e n s e e s .

A t  t h e  r e q u e s t  of A R E C  C h a i r m a n  B a r b a r a  H i l l ,  the O f f i c e  o f  
M a n a g e m e n t  a n d  B u d g e t  (OMB) c o n d u c t e d  a m a n a g e m e n t  a u d i t  o f  
A R E C .  T h i s  r e p o r t  s h o w s  t h a t  A R E C  c o u l d  i m p r o v e  its l i c e n s i n g ,  
l i c e n s e  c o m p l a i n t ,  a n d  s u r e t y  f u n d  c l a i m  o p e r a t i o n s .  T h e  r e p o r t  
a l s o  i d e n t i f i e s  the n e e d  for i m p r o v i n g  t h e  C o m m i s s i o n ' s  c u r r e n t  
o f f i c e  a u t o m a t i o n  a n d  i n t e r n a l  m a n a g e m e n t  c o n t r o l .

L I C E N S I N G

A R E C  c o u l d  i m p r o v e  i t s  l i c e n s i n g  o p e r a t i o n s  by:

V e r i f y i n g  t h a t  l i c e n s e  c a n d i d a t e s  h a v e  p a s s e d  t h e  
l i c e n s i n g  e x a m i n a t i o n  b e f o r e  i s s u i n g  l i c e n s e s ;

P r o r a t i n g  i n i t i a l  l i c e n s e  f e e s  w i t h i n  t h e  l i c e n s i n g  
b i e n n i u m ;

E s t a b l i s h i n g  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  o f  
t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ;

U s i n g  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e  as a 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e ;

U p d a t i n g  t h e  l i c e n s e e  r e g i s t e r ;

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

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

i
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A R E C  c o u l d  i m p r o v e  its l i c e n s e  c o m p l a i n t  o p e r a t i o n s  by:

E s t a b l i s h i n g  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s ;

R e - e v a l u a t i n g  t h e  i n v e s t i g a t o r  p o s i t i o n ;

D i s c o n t i n u i n g  t o  c l o s e  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e "  
a n d  e s t a b l i s h i n g  a n  a d m i n i s t r a t i v e  c l o s u r e  p r o c e s s ;

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

R e v i s i n g  t h e  l i c e n s e  e n t i t l e m e n t  s t a t u t e  t o  r e a d  
" E l i g i b i l i t y  f o r  L i c e n s e "  a n d  i n c l u d i n g  a p r o v i s i o n  
t h a t  l i c e n s e e s  w i l l  l o s e  t h e i r  e l i g i b i l i t y  f o r  a l l  
l i c e n s e s  u p o n  l i c e n s e  r e v o c a t i o n .

LICENSE COMPLAINTS

S U R E T Y  F U N D  C L A I M S

A R E C  c o u l d  i m p r o v e  its s u r e t y  f u n d  c l a i m  o p e r a t i o n s  by:

E s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e  for t h e  R e a l  
E s t a t e  S u r e t y  F u n d  i n s t e a d  o f  t h e  c u r r e n t  m a x i m u m  f u n d  
\  a l a n c e ;

C o m b i n i n g  l i c e n s e  a c t i o n  a n d  s u r e t y  f u n d  c l a i m  
h e a r i n g s ;

R e d u c i n g  t h e  c u r r e n t  $ 2 5 0  f i l i n g  f e e  t o  a m o r e  
r e a s o n a b l e  a m o u n t ,  s u c h  as $50, o r  d i s c o n t i n u i n g  t h e  
f e e  if s u r e t y  f u n d  c l a i m s  a r e  i n c l u d e d  w i t h  l i c e n s e  
c o m p l a i n t s ;

R e - e v a l u a t i n g  t h e  s t a f f  h e a r i n g  o f f i c e r  p o s i t i o n ;

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

R e t u r n i n g  t h e  t w o  $ 1 0 , 0 0 0  w a r r a n t s  f o u n d  in C o m m i s s i o n  
f i l e s  to t h e  S t a t e  t r e a s u r y .
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OFFICE AUTOMATION

A R E C  c o u l d  i m p r o v e  i t s  o p e r a t i o n s  by:

R e p l a c i n g  t h e  c u r r e n t  W a n g  w o r d  p r o c e s s i n g  s y s t e m  w i t h  
a c o m p u t e r  s y s t e m ,  s u c h  a s  a W a n g  V S  S y s t e m  80 if i t  
m e e t s  n e e d s ;  a n d

C o n s i d e r i n g  t o  r e p l a c e  t h e  c u r r e n t  d a i s y - w h e e l  p r i n t e r  
w i t h  a h i g h e r  s p e e d  p r i n t e r .

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

A R E C  c o u l d  i m p r o v e  i t s  o p e r a t i o n s  by:

E s t a b l i s h i n g  s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  
p r o c e d u r e s ;  a n d

D e l e g a t i n g  a u t h o r i t y  i n  w r i t i n g  t o  i t s  s t a f f .

O T H E R  I S S U E S

O t h e r  i s s u e s  w h i c h  s h o u l d  b e  a d d r e s s e d  b y  A R E C  i n c l u d e :

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

C o n d u c t i n g  a u d i t s  o f  b r o k e r  t r u s t  a c c o u n t s ;

D e v e l o p i n g  a n  o p e r a t i o n s  m a n u a l  f o r  c o m m i s s i o n e r s ;  a n d

F o r m i n g  j o i n t  c o m m i t t e e s  b e t w e e n  A R E C  a n d  t h e  A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  t o  s t u d y  a r e a s  o f  c o m m o n  
c o n c e r n .

A G E N C Y  C O M M E N T S

B a s e d  o n  t h e  r e c o m m e n d a t i o n s  in o u r  d r a f t  r e p o r t ,  A R E C  i s  t a k i n g  
a c t i o n  t o  i m p r o v e  i t s  o p e r a t i o n s .  A R E C  C o m m i s s i o n e r  D a v e  
R i b a c c h i  h a s  b e e n  a p p o i n t e d  p r o j e c t  m a n a g e r  t o  c o o r d i n a t e  t h e  
C o m m i s s i o n ' s  i m p l e m e n t a t i o n  o f  o u r  r e c o m m e n d a t i o n s .  D u r i n g  t h e  
i m p l e m e n t a t i o n  p r o j e c t ,  C o m m i s s i o n e r  R i b a c c h i  w i l l  u t i l i z e  j o i n t  
c o m m i t t e e s  b e t w e e n  A R E C  a n d  t h e  A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s .  
S e n i o r  O M B  A n a l y s t  G r e g  M o y e r ,  w h o  c o n d u c t e d  t h e  m a n a g e m e n t  
a u d i t ,  w i l l  a s s i s t  C o m m i s s i o n e r  R i b a c c h i  a n d  t h e  j o i n t  
c o m m i t t e e s .
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INTRODUCTION

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) w a s  e s t a b l i s h e d  i n  1 9 6 4  
to r e g u l a t e  t h e  S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  A R E C  r e g u l a t o r y  
r e s p o n s i b i l i t i e s  i n c l u d e :

e x a m i n i n g  p r o s p e c t i v e  r e a l  e s t a t e  l i c e n s e e s ;

i s s u i n g  r e a l  e s t a t e  l i c e n s e s  to q u a l i f i e d  a p p l i c a n t s ;

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

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

A R E C  is a l s o  a u t h o r i z e d  t o  c o n d u c t  e d u c a t i o n a l  c l i n i c s  o r  
s e m i n a r s  f o r  t h e  p u r p o s e  o f  r a i s i n g  t h e  s t a n d a r d s  o f  t h e  r e a l  
e s t a t e  i n d u s t r y  a n d  t h e  c o m p e t e n c y  o f  l i c e n s e e s .

L I C E N S E E S

T h e r e  a r e  c u r r e n t l y  a t o t a l  o f  a b o u t  5 , 5 0 0  l i c e n s e d  r e a l  e s t a t e  
a g e n t s  in A l a s k a .  O f  t h i s  t o t a l ,  a p p r o x i m a t e l y  3 , 9 0 0  a r e  
a c t i v e l y  e m p l o y e d  as r e a l  e s t a t e  a g e n t s ,  600 a r e  i n a c t i v e ,  a n d  
1 , 0 0 0  a r e  l a p s e d  ( l i c e n s e s  n o r  r e n e w e d  b y  r e a l  e s t a t e  a g e n t s ) .

O f  t h e  3 , 9 0 0  a c t i v e  l i c e n s e e s ,  a p p r o x i m a t e l y  1 , 4 0 0  a r e  a s s o c i a t e  
b r o k e r s  o r  b r o k e r s ,  a n d  2 , 5 0 0  a r e  s a l e s p e r s o n s .  A  b r o k e r  
d i f f e r s  f r o m  a n  a s s o c i a t e  b r o k e r  i n  t h a t  a b r o k e r  is a n  o w n e r  o f  
a r e a l  e s t a t e  b u s i n e s s  o r  is e m p l o y e d  as a b r o k e r  b y  a 
c o r p o r a t i o n .  A n  a s s o c i a t e  b r o k e r  h a s  m e t  t h e  s t a t u t o r y  
q u a l i f i c a t i o n s  o f  a b r o k e r ,  b u t  is e m p l o y e d  b y  a r e a l  e s t a t e  
b r o k e r .

L I C E N S E  R E Q U I R E M E N T S

F o r  a r e a l  e s t a t e  b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e ,  a n  
a p p l i c a n t  m u s t  p a s s  a n  e x a m i n a t i o n ,  b e  a S t a t e  r e s i d e n t ,  h a v e  
h a d  24 m o n t h s  o f  c o n t i n u o u s  w o r k  e x p e r i e n c e  as a r e a l  e s t a t e  

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

F o r  a r e a l  e s t a t e  s a l e s p e r s o n  l i c e n s e ,  a n  a p p l i c a n t  m u s t  p a s s  a n  
e x a m i n a t i o n ,  b e  a r e s i d e n t  o f  t h e  S t a t e ,  b e  e m p l o y e d  b y  a r e a l  
e s t a t e  b r o k e r ,  a n d  h a v e  n o t  e n g a g e d  in c o n d u c t  d e m o n s t r a t i n g  
u n f i t n e s s  t o  b e  a s a l e s p e r s o n .
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C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  a r e  r e n e w e d  b i e n n i a l l y  o n  
t h e  f i r s t  o f  F e b r u a r y  in e v e n - n u m b e r e d  y e a r s .  L i c e n s e s  w e r e  
l a s t  r e n e w e d  o n  F e b r u a r y  1, 198 4 .  T h e  n e x t  r e n e w a l  w i l l  b e  o n  
F e b r u a r y  1, 1986.

L I C E N S E  F E E S

T h e  fee s c h e d u l e  for r e a l  e s t a t e  l i c e n s e s  is a s  f o l l o w s :

L i c e n s e  S u r e t y  P r o c e s s  T o t a l
F e e  F e e l /  F e e  F e e s

I n i t i a l  L i c e n s e

S a l e s p e r s o n  $ 1 0 0  $ 4 0  $1 4 0

A s s o c .  B r o k e r /
B r o k e r  $ 1 0 0  $ 1 2 5  $ 2 2 5

L i c e n s e  C h a n g e s

T r a n s f e r $5 $5
N a m e  c h a n g e $5 §5
A d d r e s s  c h a n g e $5 $5
I n a c t i v a t i o n $5 $5
R e a c t i v a t i o n $5 $5

R e n e w a l

A c t i v e
S a l e s p e r s o n  $ 1 0 0  $ 4 0  $ 1 4 0

A c t i v e  
B r o k e r  c r
A s s o c .  B r o k e r  $ 1 0 0  $ 1 2 5  $ 2 2 5

I n a c t i v e
S a l e s p e r s o n  $ 5 0  $50

I n a c t i v e  
B r o k e r  o r

A s s o c .  B r o k e r  $ 5 0  $50

A R E C  p l a c e s  t h e s e  f e e s  i n  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  b e  
u s e d  f o r  m a k i n g  m o n e t a r y  s e t t l e m e n t s  t o  v i c t i m s  o f  f r a u d ,  
d e c e i t ,  i n t e n t i o n a l  m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  o f  
t r u s t  f u n d s  b y  r e a l  e s t a t e  a g e n t s .
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D u r i n g  F Y  84, w h i c h  i n c l u d e d  a r e n e w a l  o f  a l l  l i c e n s e s ,  A R E C  
c o l l e c t e d  f e e s  t o t a l i n g  a p p r o x i m a t e l y  $ 8 4 5 , 0 0 0 .  O f  t h i s  a m o u n t ,  
a b o u t  $ 2 9 2 , 0 0 0  w a s  c r e d i t e d  to 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  
a b o u t  $ 5 5 3 , 0 0 0  w a s  c r e d i t e d  to t h e  G e n e r a l  F u n d .

A R E C  O R G A N I Z A T I O N

A R E C  c o n s i s t s  o f  s e v e n  m e m b e r s :  f i v e  r e a l  e s t a t e  b r o k e r s  or
a s s o c i a t e  b r o k e r s ,  a n d  t w o  p u b l i c  m e m b e r s  a p p o i n t e d  b y  t h e  
G o v e r n o r ,  w i t h  c o n f i r m a t i o n  o f  t h e  L e g i s l a t u r e .

A R E C  s t a f f  c o n s i s t s  o f  a n  e x e c u t i v e  d i r e c t o r ,  t w o  h a l f - t i m e  
h e a r i n g  o f f i c e r s ,  a n  a u d i t o r ,  a l i c e n s i n g  e x a m i n e r ,  a c l e r k  
t y p i s t ,  a n d  a s e c r e t a r y .

P U R P O S E  A N D  S C O P E

O u r  r e v i e w  w a s  c o n d u c t e d  at t h e  r e q u e s t  o f  B a r b a r a  H i l l ,  
C h a i r m a n  o f  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n .  T h e  r e v i e w  h a d  
t w o  p u r p o s e s .  T h e  f i r s t  p u r p o s e  w a s  t o  a s s e s s  t h e  e f f e c t i v e n e s s  
a n d  e f f i c i e n c y  o f  A R E C  o p e r a t i o n s ,  s y s t e m s ,  a n d  m a n a g e m e n t  
m e t h o d s .  T h e  s e c o n d  p u r p o s e  w a s  t o  p r o v i d e  r e c o m m e n d a t i o n s  f o r  
a n y  n e e d e d  i m p r o v e m e n t s  r e g a r d i n g  o p e r a t i n g  e f f i c i e n c y  a n d  
e f f e c t i v e n e s s  w h i c h  w o u l d  e n h a n c e  s e r v i c e  d e l i v e r y  o r  r e d u c e  
p r e s e n t  c o s t s .

D u r i n g  o u r  r e v i e w ,  w e  p e r f o r m e d  t h e  f o l l o w i n g  s t e p s :

R e v i e w e d  a p p l i c a b l e  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  A R E C  
p o l i c i e s  a n d  p r o c e d u r e s ;

I n t e r v i e w e d  C o m m i s s i o n  m e m b e r s  a n d  s t a f f ,  a n d  A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  o f f i c i a l s ;

D o c u m e n t e d  a n d  e v a l u a t e d  t h e  C o m m i s s i o n ' s  w o r k l o a d s ,  
s t a f f i n g ,  a n d  m a n a g e m e n t  m e t h o d s ;

R e v i e w e d  a n d  a n a l y z e d  c u r r e n t  A R E C  s y s t e m s  a n d  
p r o c e d u r e s  f o r  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  a n d  r e n e w i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  
v i o l a t i o n s ,  a n d  a d j u d i c a t i n g  l i c e n s e  c o m p l a i n t s  a n d  
s u r e t y  f u n d  c l a i m s ;

R e v i e w e d  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  p r o c e d u r e s  o f  
o t h e r  s t a t e s '  r e a l  e s t a t e  c o m m i s s i o n s ;  a n d

A t t e n d e d  t w o  C o m m i s s i o n  m e e t i n g s  a n d  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  R e a l  E s t a t e  L i c e n s e  L a w  O f f i c i a l s  
(NARELLO) a n n u a l  m e e t i n g .
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A R E C  l i c e n s i n g  r e s p o n s i b i l i t i e s  a r e  c r i t i c a l  t o  r e g u l a t i n g  t h e  
S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  T h e s e  r e s p o n s i b i l i t i e s  i n c l u d e  
e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  c o l l e c t i n g  l i c e n s e  fees, 
r e n e w i n g  l i c e n s e s ,  a n d  m a i n t a i n i n g  a c u r r e n t  l i c e n s e  r e g i s t e r .  
O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  i t s  o p e r a t i o n s  i n  each 
o f  t h e s e  a r e a s  a s  d i s c u s s e d  b e l o w .

L I C E N S I N G  E X A M I N A T I O N

I n  A l a s k a ,  c a n d i d a t e s  f o r  a r e a l  e s t a t e  l i c e n s e  m u s t  p a s s  a 
l i c e n s i n g  e x a m i n a t i o n .  C u r r e n t l y ,  an a v e r a g e  o f  200 c a n d i d a t e s  
a m o n t h  t a k e  t h e  A l a s k a  r e a l  e s t a t e  l i c e n s i n g  e x a m i n a t i o n .  T h e  
E d u c a t i o n a l  T e s t i n g  S e r v i c e  ( E T S ) , w h i c h  is u n d e r  c o n t r a c t  t o  
a d m i n i s t e r  t h e  e x a m i n a t i o n  s t a t e w i d e ,  p r o v i d e s  e a c h  c a n d i d a t e  
w h o  t a k e s  t h e  e x a m i n a t i o n  w i t h  a p a s s / f a i l  n o t i c e .  E T S  a l s o  
p r o v i d e s  A R E C  w i t h  a p a s s / f a i l  l i s t i n g  o n  m i c r o f i c h e .

C a n d i d a t e s  w h o  p a s s  t h e  l i c e n s i n g  e x a m i n a t i o n  m a y  a p p l y  t o  A R E C  
f o r  a r e a l  e s t a t e  l i c e n s e .  O n  t h e  l i c e n s e  a p p l i c a t i o n ,  
c a n d i d a t e s  m u s t  p r o v i d e  t h e  d a t e  t h e y  p a s s e d  t h e  e x a m i n a t i o n  a n d  
t h e  e x a m i n a t i o n  s i t e .  W i t h  th i s  i n f o r m a t i o n ,  A R E C  c a n  v e r i f y  
w h e t h e r  c a n d i d a t e s  a c t u a l l y  p a s s e d  t h e  e x a m i n a t i o n  b y  c h e c k i n g  
t h e i r  n a m e s  o n  t h e  E T S  p a s s / f a i l  l i s t i n g s .  H o w e v e r ,  o u r  r e v i e w  
f o u n d  t h a t  A R E C  h a s  b e e n  i s s u i n g  r e a l  e s t a t e  l i c e n s e s  w i t h o u t  
v e r i f y i n g  t h a t  c a n d i d a t e s  a c t u a l l y  p a s s e d  t h e  l i c e n s i n g  
e x a m i n a t i o n . A c c o r d i n g  t o  t h e  A R E C  l i c e n s e  e x a m i n e r ,  A R E C  h a s  
r e l i e d  o n  i n f o r m a t i o n  p r o v i d e d  b y  c a n d i d a t e s  o n  t h e  l i c e n s e  
a p p l i c a t i o n .

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

L I C E N S E  F E E S

O u r  r e v i e w  f o u n d  t h a t  i n i t i a l  l i c e n s e  f e e s  w o u l d  b e  m o r e  
e q u i t a b l e  if t h e  f e e s  w e r e  p r o r a t e d  w i t h i n  t h e  l i c e n s i n g  
b i e n n i u m . C u r r e n t l y ,  b r o k e r / a s s o c i a t e  b r o k e r  c a n d i d a t e s  a n d  
s a l e s p e r s o n  c a n d i d a t e s  m u s t  p a y  t h e  t o t a l  l i c e n s e  f e e s  o f  $ 2 2 5  
a n d  $ 1 4 0  r e s p e c t i v e l y  w h e n  a p p l y i n g  f o r  t h e i r  i n i t i a l  l i c e n s e s .  
C u r r e n t  A R E C  r e g u l a t i o n s  p r o h i b i t  p r o r a t i n g  f e e s  w i t h i n  t h e  
l i c e n s i n g  b i e n n i u m .  B y  n o t  p r o r a t i n g  fees, s o m e  n e w  l i c e n s e e s  
a r e  r e q u i r e d  t o  p a y  a n o t h e r  $ 2 2 5  o r  $ 1 4 0  i n  r e n e w a l  f e e s  e v e n  

t h o u g h  t h e i r  i n i t i a l  l i c e n s e s  w e r e  a p p l i e d  f o r  a n d  r e c e i v e d  a 
m o n t h  o r  t w o  p r i o r  t o  t h e  r e n e w a l  d a t e .
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If A R E C  w o u l d  p r o r a t e  i n i t i a l  l i c e n s e  fees, w e  e n v i s i o n  t h e  f e e s  
b e i n g  p r o r a t e d  f r o m  t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  t o  d a t e  of r e n e w a l .  (The d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  w o u l d  be the p o s t m a r k  d a t e  if
a p p l i c a t i o n  i s  m a i l e d  or A R E C  r e c e i p t  d a t e  if a p p l i c a t i o n  is

d e l i v e r e d .)

L I C E N S E  R E N E W A L

O u r  r e v i e w  f o u n d  t h a t  l i c e n s e  r e n e w a l s  c o u l d  b e  a c c o m p l i s h e d  
m o r e  e f f i c i e n t l y  if l i c e n s e s  w e r e  r e n e w e d  b i e n n i a l l y  b a s e d  o n  
e a c h  l i c e n s e e ' s  b i r t h d a y . C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  
a r e  r e n e w e d  b i e n n i a l l y  o n  t h e  f i r s t  o f  F e b r u a r y  in e v e n - n u m b e r e d  
y e a r s .  T o  r e n e w  o v e r  5 , 0 0 0  l i c e n s e s  at t h e  s a m e  t i m e ,  A R E C  m u s t  
c o m m i t  t h e  m a j o r i t y  o f  its s t a f f  t o  s e n d  r e n e w a l  n o t i c e s ,  o p e n  
m a i l ,  r e c e i p t  f e e s ,  r e v i e w  r e n e w a l  a p p l i c a t i o n s ,  i s s u e  l i c e n s e s ,  
a n d  u p d a t e  l i c e n s e e  d a t a .  T h e  l a t e s t  l i c e n s e  r e n e w a l  in 
F e b r u a r y  1984 r e q u i r e d  s t a f f  c o m m i t m e n t  f r o m  Dec*, m b e r  1 9 8 3  t o  
M a y  1984. D u r i n g  t h i s  p e r i o d ,  o t h e r  A R E C  f u n c t i o n s  s u c h  as 
i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  m o n i t o r i n g  s u r e t y  f u n d  c l a i m  
h e a r i n g s ,  a n d  p u b l i s h i n g  t h e  A R E C  n e w s l e t t e r  w e r e  d i s r u p t e d .

B y  e s t a b l i s h i n g  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  o f  t h e  
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  A R E C  w o u l d  h a v e  t w e l v e  
l i c e n s e  r e n e w a l s  i n s t e a d  o f  one. T h i s  r e n e w a l  p r o c e s s  w o u l d  
s p r e a d  t h e  a d m i n i s t r a t i v e  w o r k l o a d  o v e r  t h e  e n t i r e  y e a r  a l l o w i n g  
t i m e  for the A R E C  s t a f f  t o  p e r f o r m  its o t h e r  f u n c t i o n s  w i t h  
m i n i m a l  d i s r u p t i o n .  B o t h  t h e  A R E C  e x e c u t i v e  d i r e c t o r  a n d  
l i c e n s e  e x a m i n e r  s u p p o r t  t h i s  r e n e w a l  p r o c e s s .  In a d d i t i o n ,  
r e a l  e s t a t e  c o m m i s s i o n s  i n  I d a h o ,  O r e g o n ,  a n d  W a s h i n g t o n  h a v e  
s w i t c h e d  to t h i s  r e n e w a l  p r o c e s s  t o  e l i m i n a t e  t h e  b u r d e n  of 
r e n e w i n g  a l l  l i c e n s e s  a t  t h e  s a m e  t i m e .

I f  A R E C  w o u l d  e s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  b a s e d  o n  e a c h  
l i c e n s e e ' s  b i r t h d a y ,  w e  e n v i s i o n  a t r a n s i t i o n  r e n e w a l  in 
F e b r u a r y  1986. L i c e n s e s  w o u l d  b e  r e n e w e d  f r o m  F e b r u a r y  1, 1986, 
t o  t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y  in 
1 9 8 7 .  T o t a l  r e n e w a l  f e e s  ( l i c e n s e  a n d  s u r e t y  fees) w o u l d  b e  
p r o r a t e d  b a s e d  o n  t h e  s c h e d u l e  s h o w n  o n  t h e  f o l l o w i n g  p a g e .
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B i r t h d a y  D a t e  L i c e n s e  B r o k e r / A s s o c i a t e  B r o k e r  S a l e s p e r s o n  
M o n t h  R e n e w e d  to ______ R e n e w a l  F e e s  R e n e w a l  F e e s

J a n u a r y F e b r u a r y  1, 1987 $ 1 1 3 $ 70

F e b r u a r y M a r c h  1, 1 9 8 7 1 2 2 76

M a r c h A p r i l  1, 19 8 7 131 82

A p r i l M a y  1, 19 8 7 141 88

M a y J u n e  1, 1 9 8 7 150 93

J u n e J u l y  1, 19 8 7 159 99

J u l y A u g u s t  1, 1 9 8 7 1 6 9 105

A u g u s t S e p t e m b e r  1, 1987 178 111

S e p t e m b e r O c t o b e r  1, 1 9 8 7 188 117

O c t o b e r N o v e m b e r  1, 19 8 7 197 123

N o v e m b e r D e c e m b e r  1, 1 9 8 7 20 6 128

D e c e m b e r J a n u a r y  1, 19 8 7 2 1 6 134

T h e  n e x t  l i c e n s e  r e n e w a l  w o u l d  b e  t w o  y e a r s  f r o m  t h e  a b o v e  d a t e s  
a n d  b i e n n i u m  r e n e w a l  f e e s  f o r  b r o k e r s / a s s o c i a t e  b r o k e r s  a n d  
s a l e s p e r s o n s  w o u l d  b e  $ 2 2 5  a n d  $ 1 4 0  r e s p e c t i v e l y .

L I C E N S E  C E R T I F I C A T E

F o r  l i c e n s e  r e n e w a l s  p r i o r  t o  t h e  F e b r u a r y  1 9 8 4  r e n e w a l ,  A R E C  
p r o v i d e d  l i c e n s e e s  w i t h  l i c e n s e  c e r t i f i c a t e s  t h a t  w e r e  v a l i d  f o r  
o n l y  o n e  l i c e n s i n g  b i e n n i u m .  H o w e v e r ,  for t h e  F e b r u a r y  1 9 8 4  
r e n e w a l ,  A R E C  p r o v i d e d  l i c e n s e e s  w i t h  c e r t i f i c a t e s  t h a t  a r e  to 
b e  v a l i d  f o r  f i v e  l i c e n s i n g  b i e n n i u m s .  E a c h  l i c e n s e  c e r t i f i c a t e  
h a s  f i v e  s p a c e s  f o r  r e n e w a l  v a l i d a t i o n  s t i c k e r s .  T h i s  u s e  of 
v a l i d a t i o n  s t i c k e r s  is s i m i l a r  t o  t h e  s y s t e m  u s e d  f o r  m o t o r  
v e h i c l e  l i c e n s i n g .

W e  s u p p o r t  t h e  u s e  o f  v a l i d a t i o n  s t i c k e r s  i n s t e a d  o f  printin'"* 
a n d  i s s u i n g  n e w  l i c e n s e  c e r t i f i c a t e s  a t  e a c h  r e n e w a l .  H o w e v e r ,  
w e  b e l i e v e  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e s  c o u l d  be 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  b y  c o n t i n u i n g  t o  p l a c e  new' 
v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s . R e a l  e s t a t e  
c o m m i s s i o n s  in M o n t a n a ,  R h o d e  I s l a n d ,  S o u t h  D a k o t a ,  a n d  
T e n n e s s e e  c u r r e n t l y  h a v e  p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  w i t h  
v a l i d a t i o n  s t i c k e r s .
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I f  A R E C  w o u l d  e s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  of 
t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  w e  e n v i s i o n  t h e  
v a l i d a t i o n  s t i c k e r s  t o  r e a d  as s h o w n  in the e x a m p l e  b e l o w .

E X A M P L E

F o r  a l i c e n s e e  w i t h  a b i r t h d a y  on M a y  3, t h e  
f o l l o w i n g  v a l i d a t i o n  s t i c k e r  w o u l d  b e  s e n t  
t o  t h e  l i c e n s e e  a t  t h e  F e b r u a r y  1, 1986
r e n e w a l :

EXPIRES
6-1-87

During May 1987, the license would again be 
renewed and the following validation sticker 
would be sent to the licensee:

EXPIRES
6-1-89

L I C E N S E E  R E G I S T E R

A R E C  is r e q u i r e d  b y  s t a t u t e  t o  m a i n t a i n  a c u r  '* i s t e r  o f
l i c e n s e s .  A R E C  c u r r e n t l y  m a i r t a i n s  a n  alph.-' g i s t e r  o f
l i c e n s e e s  o n  i t s  W a n g  w o r d  p r o c e s s o r .  T h e  r e g i s t e r  us k e p t  o n
23 s e p a r a t e  s y s t e m  d o c u m e n t s  w h i c h  g r o u p  l i c e n s e e s  
a l p h a b e t i c a l l y  b y  t h e  f i r s t  l e t t e r  o f  t h e i r  l a s t  n a m e s .  F o r  
e a c h  l i c e n s e e ,  t h e  r e g i s t e r  p r o v i d e s  t h e  l i c e n s e e ' s  r e a l  e s t a t e  
o f f i c e  a n d  a d d r e s s ,  l i c e n s e  n u m b e r ,  a n d  l i c e n s e  e x p i r a t i o n  d a t e  
( c u r r e n t l y  J a n u a r y  31, 1 9 8 6  f o r  a l l  l i c e n s e e s ) .

W e  r e v i e w e d  t h e  a c c u r a c y  o f  t h e  A R E C  l i c e n s e e  r e g i s t e r  b y
c o m p a r i n g  i t s  c o n t e n t s  w i t h  a c u r r e n t  l i c e n s e e  r e g i s t e r  p r o v i d e d  
b y  t h e  A n c h o r a g e  M u l t i p l e  L i s t i n g  S e r v i c e  ( M L S ) . O u r  r e v i e w
f o u n d  i n a c c u r a c i e s  i n  t h e  A R E C  l i c e n s e e  r e g i s t e r . S p e c i f i c a l l y ,  

w e  f o u n d :

T h e  A R E C  r e g i s t e r  d i d  n o t  a c c o u n t  for s o m e  l i c e n s e e s .
D u r i n g  o u r  r e v i e w ,  w e  f o u n d  f i v e  l i c e n s e d  r e a l  e s t a t e
a g e n t s  ( i n c l u d i n g  o n e  b r o k e r )  n o t  l i s t e d  o n  t h e
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r e g i s t e r .  E a c h  o f  t h e s e  l i c e n s e e s  a r e  a c t i v e l y  
e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .

T h e  A R E C  r e g i s t e r  l i s t e d  s o m e  l i c e n s e e s  t w i c e  - o n c e  
as a c t i v e  a n d  o n c e  as l a p s e d .

T h e  A R E C  r e g i s t e r  d i d  n o t  h a v e  c u r r e n t  c o m p a n y  n a m e s  
a n d  a d d r e s s e s  f o r  s o m e  r e a l  e s t a t e  f i r m s .

C o n c e r n i n g  l i c e n s e e s  n o t  a c c o u n t e d  f o r  o n  the r e g i s t e r ,  t h e  A R E C  
l i c e n s i n g  e x a m i n e r  t o l d  u s  t h a t  h e r  p r e d e c e s s o r  f a i l e d  to e n t e r  
s o m e  l i c e n s e e s  o n  t h e  r e g i s t e r  d u r i n g  t h e  1 9 8 2  r e n e w a l .  
S p e c i f i c a l l y ,  t h e s e  l i c e n s e e s  i n c l u d e d  some b r o k e r s  w i t h  l o w  
l i c e n s e  n u m b e r s  a n d  s o m e  l i c e n s e e s  w i t h  l i c e n s e  n u m b e r s  b e t w e e n  
7 0 0 0  a n d  7999.

L a p s e d  L i c e n s e s

T h e  A R E C  l i c e n s i n g  e x a m i n e r  e s t i m a t e s  t h a t  1 , 0 0 0  l i c e n s e e s  on 
t h e  A R E C  l i c e n s e e  r e g i s t e r  h a v e  l a p s e d  l i c e n s e s .  G i v e n  t h e  
i n a c c u r a c i e s  f o u n d  in t h e  A R E C  l i c e n s e e  r e g i s t e r ,  w e  a r e  
c o n c e r n e d  t h a t  s o m e  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  m a y  n o t  h a v e  
r e c e i v e d  n o t i c e s  o f  t h e  F e b r u a r y  1 9 8 4  l i c e n s e  r e n e w a l .  T h o u g h  
l i c e n s e e s  h a v e  t h e  r e s p o n s i b i l i t y  t o  r e n e w  t h e i r  l i c e n s e s  w i t h  
o r  w i t h o u t  r e n e w a l  n o t i c e s ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  m a k e  a n  
a t t e m p t  to i d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .  F o r  e x a m p l e ,  A R E C  
c o u l d  s e n d  a n o t i c e  t o  b r o k e r s  i n s t r u c t i n g  the b r o k e r s  to v e r i f y  
t h e  l i c e n s e  s t a t u s  o f  e a c h  a s s o c i a t e  b r o k e r  a n d  s a l e s p e r s o n  
u n d e r  t h e i r  s u p e r v i s i o n .

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

I n  t h e  a r e a  o f  l i c e n s i n g ,  w e  r e c o m m e n d  t h a t  A R E C :

1. V e r i f y  t h a t  l i c e n s e  c a n d i d a t e s  h a v e  p a s s e d  t h e
l i c e n s i n g  e x a m i n a t i o n  b e f o r e  i s s u i n g  l i c e n s e s .  I t  is 
o u r  u n d e r s t a n d i n g  t h a t  t h e  A R E C  l i c e n s e  e x a m i n e r  h a s  
a l r e a d y  b e e n  i n s t r u c t e d  b y  t h e  e x e c u t i v e  d i r e c t o r  to 
i m p l e m e n t  t h i s  r e c o m m e n d a t i o n .

2. P r o r a t e  i n i t i a l  l i c e n s e  f e e s  ' w i t h i n  t h e  l i c e n s i n g
b i e n n i u m .

3. E s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  as t h e  f i r s t  o f  t h e  
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y .

4. U s e  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e  a s  a
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e  b y  c o n t i n u i n g  t o  p l a c e  
n e w  v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s .



U p d a t e  t h e  l i c e n s e e  r e g i s t e r .  F o r  a c o s t  o f  $85, W a n g  
L a b o r a t o r i e s  c o u l d  t a k e  t h e  23 s y s t e m  d o c u m e n t s  o f  t h e  
c u r r e n t  a l p h a b e t i c a l  r e g i s t e r  a n d  p r o v i d e  A R E C  w i t h  a 
r e g i s t e r  i n  s e q u e n t i a l  o r d e r  b y  l i c e n s e  n u m b e r .  T h i s  
n e w  r e g i s t e r  c o u l d  t h e n  b e  c o m p a r e d  w i t h  i n f o r m a t i o n  
in the C o m m i s s i o n ' s  h a r d - c o p y  l i c e n s e  f o l d e r s  w h i c h  
are a l s o  k e p t  in s e q u e n t i a l  o r d e r  by l i c e n s e  n u m b e r .  
T h i s  r e g i s t e r  c o u l d  a l s o  b e  c o m p a r e d  w i t h  a n  A R E C  
n o t e b o o k  w h i c h  r e c o r d e d  l i c e n s e  issu e s  i n  s e q u e n t i a l  
o r d e r  p r i o r  to u s e  o f  t h e  w o r d  p r o c e s s o r .

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

I d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r t a l  e s t a t e  b u s i n e s s .  A R E C  c o u l d  
se n d  a n o t i c e  t o  b r o k e r s  i n s t r u c t i n g  t h e  b r o k e r s  t o  
v e r i f y  t h e  l i c e n s e  s t a t u s  o f  e a c h  a s s o c i a t e  b r o k e r  a n d  
s a l e s p e r s o n  u n d e r  t h e i r  s u p e r v i s i o n .



A s  a r e g u l a t o r y  a g e n c y ,  A R E C  is r e s p o n s i b l e  for i n v e s t i g a t i n g  
) c o m p l a i n t s  a l l e g i n g  l i c e n s e e  v i o l a t i o n s  of State s t a t u t e s  or

r e g u l a t i o n s .  AR E C  i s  a l s o  r e s p o n s i b l e  for s u s p e n d i n g  or 
r e v o k i n g  li c e n s e s  o f  r e a l  e s t a t e  l i c e n s e e s  w h o  a c t u a l l y  v i o l a t e  

| , s t a t u t e s  or r e g u l a t i o n s .  O u r  r e v i e w  f o u n d  th a t  A R E C  c o u l d
jj i m p r o v e  its o p e r a t i o n s  in e a c h  o f  t h e s e  areas a s  d i s c u s s e d
I b e l o w .

C O M P L A I N T  S T A T I S T I C S

A s  o f  S e p t e m b e r  14 , 1 9 8 4 ,  A R E C  s h o w e d  the f o l l o w i n g  l i c e n s e
c o m p l a i n t  s t a t i s t i c s :

Y e a r  T o t a l  T o t a l  T o t a l
C o m p l a i n t s  C o m p l a i n t s  C o m p l a i n t s  C o m p l a i n t s

F i l e d  F i l e d  C l o s e d  O p e n

1 9 7 7  8 6  85 1
1 9 7 8  1 0 8  99 9
1979 2 0 3  2 0 0  3
1 9 8 0  1 1 4  110 4
1 9 8 1  1 1 9  101 18
1 9 8 2  1 5 1  1 1 5  36
1 9 8 3  1 8 4  103 81

1 9 8 4  to date 1 7 0  54 1 1 6

T o t a l  1 , 1 3 5  867 2 6 8

O f  t h e  268 o p e n  c o m p l a i n t s ,  o n l y  24 c o m p l a i n t s  w e r e  d e s i g n a t e d  
a s  beit g in active i n v e s t i g a t i o i  a n d  17 w e r e  d e s i g n a t e d  as 
h a v i n g  l i c e n s e  a c t i o n s  j . p r o g r e s s . T h e  r e m a i n i n g  2 2 7  o p e n  
c a s e s  w e r e  in b a c k l o g  s t a t u s .

W e  r e v i e w e d  61 of a p p r o x i m a t e l y  240 c l o s e d  l i c e n s e  c o m p l a i n t s  
w h i c h  w e r e  in AREC f i l e s  a w a i t i n g  c l o s u r e  letters. O u r  r e v i e w  
f o u n d  t h a t  the a v e r a g e  p r o c e s s i n g  t i m e  f o r  t h e s e  c o m p l a i n t s  f r o m  
d a t e  o f  c o m p l a i n t  f i l i n g  to d a t e  o f  r e c o m m e n d e d  c l o s u r e  w a s  14 
m o n t h s .

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

O u r  r e v i e w  fou n d  t h a t  A R E C  l a c k s  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  
f o r  p r o c e s s i n g  l i c e n s e  c o m p l a i n t s .  A R E C  c u r r e n t l y  p r o c e s s e s  
c o m p l a i n t s  b a s e d  on i n f o r m a l  p r o c e d u r e s  e s t a b l i s h e d  b y  t h e  
e x e c u t i v e  d i r e c t o r  a n d  a u d i t o r .  W e  b e l i e v e  these p r o c e d u r e s  
w e r e  i m p l e m e n t e d  b e f o r e  b e i n g  f u l l y  d e v e l o p e d  and a r e  c u r r e n t l y
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i n e f f e c t i v e  a n d  i n e f f i c i e n t .  E x a m p l e s  o f  t h e s e  p r o c e d u r e s  a r e  
s h o w n  b e l o w .

1. F o r  each c o m p l a i n t  a c t i v e l y  i n v e s t i g a t e d ,  A R E C  h a s  a 
p r o c e d u r e  t o  f o r w a r d  a c o p y  of t h e  c o m p l a i n t  f i l e  to 
a n  A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  s u p p o s e d l y  
b e c o m e s  a n  " i n v e s t i g a t i n g  c o m m i s s i o n e r "  w h o  w i l l  
a s s i s t  the A R E C  a u d i t o r  d u r i n g  the i n v e s t i g a t i o n .  
H o w e v e r ,  w e  f o u n d  t h a t  n e i t h e r  the a u d i t o r  n o r  
c o m m i s s i o n e r s  k n o w  w h a t  is e x p e c t e d  o f  t h e  
" i n v e s t i g a t i n g  c o m m i s s i o n e r . " T h e  p r o c e d u r e  h a s  n e v e r  
b e e n  f o r m a l i z e d  t o  i d e n t i f y  the c o m m i s s i a  e r s ' 
i n v e s t i g a t i v e  d u t i e s .

2. F o r  e a c h  c o m p l a i n t  r e c o m m e n d e d  f o r  clo s u r e ,  A R E C  h a s  a 
p r o c e d u r e  t o  f o r w a r d  the o r i g i n a l  c o m p l a i n t  f i l e  to a n  
A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  is s u p p o s e d  to 
r e v i e w  the f i l e ,  a p p r o v e  o r  d i s a p p r o v e  t h e  c l o s u r e  
r e c o m m e n d a t i o n ,  a n d  r e t u r n  t h e  file to t h e  A R E C  
a u d i t o r .  D u r i n g  t h e  n e x t  C o m m i s s i o n  m e e t i n g ,  t h o s e  
c o m p l a i n t s  a p p r o v e d  f o r  c l o s u r e  by i n d i v i d u a l  
c o m m i s s i o n e r s  a r e  o f f i c i a l l y  v o t e d  c l o s e d  b y  t h e  
e n t i r e  C o m m i s s i o n .  W e  q u e s t i o n  t h e  e n t i r e  C o m m i s s i o n  
v o t i n g  to c l o s e  c o m p l a i n t s  w h e n  the c o m p l a i n t s  w e r e
o n l v  r e v i e w e d b v  o n e  c o m m i s s i o n e r .  We a l s o  q u e s t i o n
t h e  m a i l i n g of o r i g i n a l  c o m D l a i n t  f i l e s  to
c o m m i s s i o n e r s  , e s p e c i a l l y  w h e n  w e  w e r e  t o l d  t h a t  f o u r

o r i g i n a l  f i l e s h a v e  b e e n  l o s t  t h r o u g h  the s e  m a i l i n g s .

W e  b e l i e v e  t h a t  A R E C  n e e d s  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  c o m p l a i n t s  f r o m  d a t e  of i n i t i a l  i n q u i r y  to c o m p l e t i o n  
of h e a r i n g . The p r o c e d u r e  s h o u l d  p r o v i d e  a s e q u e n c e  o f  

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

If A R E C  w o u l d  e s t a b l i s h  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  m a j o r  
p r o c e s s i n g  s t ages, i n t e r n a l  t i m e  s t a n d a r d s ,  and n e e d e d  s t a t u t e
a n d  r e g u l a t i o n  s e c t i o n s

P r o c e s s i n g
S t a g e

I n t e r n a l  T i m e  
S t a n d a r d

S t a t u t e
S e c t i o n

R e g u l a t i o n
S e c t i o n

1. I N Q U I R Y

A R E C  d o c u m e n t s  t h e  
v o l u m e  a n d  n a t u r e  o f  
q u e s t i o n s  a n s w e r e d  

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

A c c e p t a n c e  of 
I n q u i r y

R e c o r d  of 
I n q u i r y
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P r o c e s s i n g  I n t e r n a l  T i m e  S t a t u t e  R e g u l a t i o n
S t a g e  S t a n d a r d  S e c t i o n  S e c t i o n

C O M P L A I N T

A R E C  s e n d s  a 10 d a y s
c o p y  o f  t h e  
c o m p l a i n t  a n d  
a n  i n t e r r o g a t o r y  

t o  r e s p o n d e n t .

R e s p o n d e n t  30 d a y s
p r o v i d e s  A R E C  
w i t h  c o m p l e t e d  
i n t e r r o g a t o r y .

S T A F F  I N V E S T I G A T I O N

C o m p l a i n t

I n v e s t i g a t i o n

C o m p l a i n t s  b y  
I n d i v i d u a l s

C o m p l a i n t s  b y  
C o m m i s s i o n

I n v e s t i g a t i o n
P r o c e d u r e s

A R E C  p r e p a r e s  45 d a y s
a n  i n v e s t i g a t i v e  
p l a n  o f  a c t i o n .

A f t e r  i n v e s t i g a­
tio n ,  A R E C  m a k e s  90 d a y s  
a d e t e r m i n a t i o n  
w h e t h e r  o r  n o t  
c o m p l a i n t  is 
s u p p o r t e d  b y  
s u b s t a n t i a l  
e v i d e n c e .

D e t e r m i n a t i o n
P r o c e d u r e s

S T I P U L A T I O N

I f  t h e  c o m p l a i n t  120 d a y s
is s u p p o r t e d
b y  s u b s t a n t i a l
e v i d e n c e ,  A R E C
p r o v i d e s  r e s p o n d e n t
w i t h  p r o p o s e d  t e r m s
o f  s t i p u l a t i o n ,  i.e.,
l i c e n s e  s u s p e n s i o n
f o r  s p e c i f i c  t i m e
p e r i o d .

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

R e s p o n d e n t  
a c c e p t s  or 
r e j e c t s  t h e  
p r o p o s e d  
s t i p u l a t i o n .

150 d a y s
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P r o c e s s i n g
S t a g e

I n t e r n a l  T i m e  
S t a n d a r d

S t a t u t e
S e c t i o n

R e g u l a t i o n
S e c t i o n

H E A R I N G

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

H e a r i n g  C o m m e n c e m e n t
o f  H e a r i n g  

180 d a y s  O r d e r  P r o c e s s

S u b p o e n a s

N o t i c e  of 
H e a r i n g

C o n d u c t  of 
H e a r i n g

H e a r i n g  
O f f i c e r 's 
R e c o m m e n d e d  
D e c i s i o n

O r d e r s  b y  
C o m m i s s i o n

H e a r i n g  R e c o r d

B y  e s t a b l i s h i n g  a c o m p l a i n t  p r o c e s s i n g  p r o c e d u r e  s u p p o r t e d  b y  
i n t e r n a l  t i m e  s t a n d a r d s ,  s t a t u t e s ,  a n d  r e g u l a t i o n s ,
t h a t  A R E C  w o u l d  be m o r e  a c c o u n t a b l e  to l i c e n s e e s  a n d

we
the

b e l i e v e
o u b l i c

I N V E S T I G A T O R

T h e  A R E C  a u d i t o r  is r e s p o n s i b l e  f o r  i n v e s t i g a t i n g  l i c e n s e  
c o m p l a i n t s  f i l e d  w i t h  t h e  C o m m i s s i o n .  T h e  a u d i t o r  is a n  
A c c o u n t a n t  I I I  w i t h  n o  p r i o r  i n v e s t i g a t i v e  e x p e r i e n c e .

C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  "t h e  e x e c u t i v e  d i r e c t o r  s h a l l  
a p p o i n t ,  w i t h  a p p r o v a l  o f  t h e  c o m m i s s i o n ,  a f u l l - t i m e  
i n v e s t i g a t o r  o r  a u d i t o r ." W e  u n d e r s t a n d  t h a t  a n  a u d i t o r  w a s  
a p p o i n t e d  b e c a u s e  i n v e s t i g a t i o n s  m a y  i n v o l v e  a u d i t s  o f  b r o k e r  
t r u s t  a c c o u n t s .  H o w e v e r ,  w e  f o u n d  t h a t  t h e  a u d i t o r  h a s  
c o n d u c t e d  o n l y  t h r e e  t r u s t  a c c o u n t  a u d i t s  s i n c e  h i s  a p p o i n t m e n t  
t h r e e  y e a r s  ago.

W e  b e l i e v e  A R E C  s h o u l d  r e - e v a l u a t e  i t s  i n v e s t i g a t o r  p o s i t i o n . 
In o u r  o p i n i o n ,  t h e  S t a t e ' s  c l a s s  s p e c i f i c a t i o n  7 7 6 8 ,  
I n v e s t i g a t o r  III, i n c l u d e s  t h e  k n o w l e d g e  a n d  s k i l l s  n e e d e d  b y  
A R E C .  W e  n o t e  t h a t  e a c h  i n v e s t i g a t o r  w i t h i n  t h e  S t a t e ' s  
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  is a n  I n v e s t i g a t o r  III.
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C l o s u r e  L e t t e r s

A R E C  c u r r e n t l y  h a s  a b o u t  240 c l o s e d  l i c e n s e  c o m p l a i n t s  w h i c h  a r e  
a w a i t i n g  c l o s u r e  l e t t e r s  t o  c o m p l a i n a n t s  a n d  r e s p o n d e n t s .  T h e s e  
c o m p l a i n t s  w e r e  c l o s e d  b y  t h e  C o m m i s s i o n  b e t w e e n  1 9 8 2  a n d  1 9 8 4 .  
G i v e n  t h a t  t h e  u s u a l  l i c e n s e  c o m p l a i n t  i n v o l v e s  t w o  b r o k e r s ,  t w o  
s a l e s p e r s o n s ,  a n d  a c o m p l a i n a n t ,  w e  e s t i m a t e  t h a t  a p p r o x i m a t e l y  
960 r e s p o n d e n t s  a n d  240 c o m p l a i n a n t s  h a v e  n o t  r e c e i v e d  c l o s u r e
l e t t e r s .

W e  b e l i e v e t h a t  A R E C  h a s t h e r e s p o n s i b i l i t y to p r o v i d e
c o m p l a i n a n t s a n d  r e s p o n d e n t s w i t h p r o m p t  n o t i c e s of c o m p l a i n t
c l o s u r e s . A R E C  c u r r e n t l y  h a s  a f o r m  l e t t e r  w h i c h  c o u l d  b e  
p r e p a r e d  i m m e d i a t e l y  f o l l o w i n g  c l o s u r e s .

F o r  t h e  240 c l o s e d  l i c e n s e  c o m p l a i n t s  c u r r e n t l y  a w a i t i n g  c l o s u r e  
l e t t e r s ,  A R E C  s h o u l d  c o n s i d e r  e m p l o y i n g  a s t u d e n t  i n t e r n  o r  
o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t h e  e s t i m a t e d  1 , 2 0 0  c l o s u r e  
l e t t e r s .  G i v e n  t h a t  s o m e  o f  t h e s e  c o m p l a i n t s  w e r e  f i l e d  y e a r s  
ago, t h e  m a i l i n g  a d d r e s s e s  o f  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i l l  
h a v e  to b e  'verified.

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

O u r  r e v i e w  f o u n d  t h a t  t h e  m a j o r i t y  o f  c o m o l a i n t s  c l o s e d  b y  A R E C  
a r e  c l o s e d  for the r e a s o n  of l i m i t e d  s t a f f  r e s o u r c e s ,  n o t  l a c k  
o f  s u b s t a n t i a l  e v i d e n c e . W e  r e v i e w e d  61 o f  a p p r o x i m a t e l y  2 4 0  
c l o s e d  c o m p l a i n t s  w h i c h  w e r e  in A R E C  f i l e s  a w a i t i n g  c l o s u r e
l e t t e r s .  A l m o s t  a l l  o f  t h e  c o m p l a i n t s  w e  r e v i e w e d  w e r e  v o t e d
c l o s e d  b y  t h e  C o m m i s s i o n  " w i t h o u t  p r e j u d i c e "  —  m e a n i n g  t h a t  t h e
c o m p l a i n t s ,  if i n v e s t i g a t e d ,  w o u l d  p r o b a b l y  p r o v e  t h a t  l i c e n s e  
v i o l a t i o n s  o c c u r r e d ,  b u t  t h e  v i o l a t i o n s  a r e  p r o b a b l y  n o t  s e v e r e  
e n o u g h  f o r  u s i n g  s t a f f  r e s o u r c e s  to i n v e s t i g a t e .  T h o u g h  t h e  A R E C  
a u d i t o r  t o l d  us t h a t  t h e s e  c o m p l a i n t s  c o u l d  b e  r e o p e n e d  f o r  
i n v e s t i g a t i o n  a t  a l a t e r  t i m e ,  w e  q u e s t i o n  t h e  c l o s i n g  o f  
c o m p l a i n t s  w h i c h  m a y  b e  s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e .  W e  
a l s o  q u e s t i o n  t h e  t i m e  a n d  m o n e y  s p e n t  t o  o f f i c i a l l y  c l o s e  
c o m p l a i n t s  w h i c h  m a y  b e  r e o p e n e d ;  i.e . ,  m a i l i n g  c o m p l a i n t  f i l e s  
t o / f r o m  c o m m i s s i o n e r s  f o r  r e v i e w  of s t a f f  r e c o m m e n d e d  c l o s u r e s 
a n d  v o t i n g  to o f f i c i a l l y  c l o s e  c o m p l a i n t s  a t  C o m m i s s i o n  
m e e t i n g s .

I f  A R E C  w o u l d  d i s c o n t i n u e  t h e  c l o s i n g  o f  c o m p l a i n t s  " w i t h o u t  
p r e j u d i c e , "  w e  e n v i s i o n  t h e  f o l l o w i n g  c o m p l a i n t  c l o s u r e  p r o c e s s :

1. A f t e r  r e c e i p t  o f  t h e  r e s p o n d e n t ' s  c o m p l e t e d  
i n t e r r o g a t o r y  ( w i t h i n  30 d a y s  o f  c o m p l a i n t  f i l i n g ) ,

A R E C  s t a f f  m a k e s  a d e t e r m i n a t i o n  b a s e d  o n  t h e  w e i g h t  
o f  t h e  e v i d e n c e  w h e t h e r  o r  n o t  t h e  c o m p l a i n t  w a r r a n t s  
f u r t h e r  i n v e s t i g a t i o n .
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2. If t h e  A R E C  s t a f f  d e t e r m i n e s  t h a t  t h e  c o m p l a i n t  d o e s  
n o t  w a r r a n t  f u r t h e r  i n v e s t i g a t i o n ,  t h e  s t a f f  
a d m i n i s t r a t i v e l y  c l o s e s  t h e  c o m p l a i n t  a n d  n o t i f i e s  t h e  
c o m p l a i n a n t  a n d  r e s p o n d e n t -  B y  r e g u l a t i o n ,  t h e
c o m p l a i n a n t  m a y  a p p l y  t o  t h e  C o m m i s s i o n ' s  c h a i r m a n  for 
a r e c o n s i d e r a t i o n  o f  t h e  s t a f f ' s  d e t e r m i n a t i o n  to 
c l o s e  t h e  c o m p l a i n t .  T h e  a p p l i c a t i o n  m u s t  b e  in 
w r i t i n g  a n d  f i l e d  w i t h i n  30 d a y s  a f t e r  r e c e i p t  of 
c l o s u r e  n o t i c e  u n l e s s  t h e  c h a i r m a n  g r a n t s  a n
e x t e n s i o n .  T h e  c h a i r m a n  w i l l  r e v i e w  t h e  e n t i r e  
c o m p l a i n t  f i l e  a n d  m a y  h e a r  o r a l  a r g u m e n t  f r o m  t h e  
p a r t i e s .  If t h e  c h a i r m a n  g r a n t s  t h e  c o m p l a i n a n t ' s  
a p p l i c a t i o n  for r e c o n s i d e r a t i o n ,  t h e  c h a i r m a n  w i l l  
r e m a n d  t h e  c o m p l a i n t  t o  s t a f f  t o r  f u r t h e r
i n v e s t i g a t i o n .

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

If A R E C  p r o v e s  t h a t  a l i c e n s e e  h a s  v i o l a t e d  S t a t e  s t a t u t e s  o r  
r e g u l a t i o n s ,  t h e  l i c e n s e e ' s  r e a l  e s t a t e  l i c e n s e  c o u l d  b e  r e v o k e d  
o r  s u s p e n d e d  b y  t h e  C o m m i s s i o n .  H o w e v e r ,  w e  f o u n d  t h a t  a b r o k e r  
o r  a s s o c i a t e  b r o k e r  is s t i l l  " e n t i t l e d "  t o  a s a l e s p e r s o n  l i c e n s e  
e v e n  t h o u g h  A R E C  r e v o k e s  t h e  b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e . 
C u r r e n t  A R E C  s t a t u t e  0 8 . 3 8 . 1 7 1 ,  E n t i t l e m e n t  to L i c e n s e ,  h a s  n o  
p r o v i s i o n  f o r  b a r r i n g  a b r o k e r ' s  o r  a s s o c i a t e  b r o k e r ' s  
e n t i t l e m e n t  t o  a s a l e s p e r s o n  l i c e n s e  a f t e r  r e v o c a t i o n  o f  t h e  
b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e .

If A R E C  w o u l d  r e v i s e  i t s  l i c e n s e  e n t i t l e m e n t  s t a t u t e ,  w e  
e n v i s i o n  t h e  f o l l o w i n g  s t a t u t o r y  c h a n g e s :

1. C h a n g e  A S  0 8 . 8 8 . 1 7 1  f r o m  " E n t i t l e m e n t  to L i c e n s e "  to 
" E l i g i b i l i t y  f o r  L i c e n s e . "

2. I n c l u d e  in A S  0 8 . 8 8 . 1 7 1  a p r o v i s i o n  t h a t  l i c e n s e e s  
l o s e  t h e i r  e l i g i b i l i t y  f o r  a l l  l i c e n s e s  u p o n  l i c e n s e  
r e v o c a t i o n .  A l s o ,  i n c l u d e  a p r o v i s i o n  t h a t  l i c e n s e  
e l i g i b i l i t y  c a n  o n l y  b e  r e i n s t a t e d  b y  t h e  C o m m i s s i o n .

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

I n  t h e  a r e a  o f  l i c e n s e  c o m p l a i n t s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s .  T h e  p r o c e d u r e  s h o u l d  
i n c l u d e  a s e q u e n c e  o f  p r o c e s s i n g  s t a g e s  w i t h  i n t e r n a l  
t i m e  s t a n d a r d s .  T h e  p r o c e s s i n g  s t a g e s  s h o u l d  b e  
s u p p o r t e d  b y  s t a t u t e s  a n d  r e g u l a t i o n s .
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2. R e - e v a l u a t e  t h e  i n v e s t i g a t o r  p o s i t i o n .  W e  b e l i e v e  
t h a t  t h e  p o s i t i o n  r e q u i r e s  t h e  k n o w l e d g e  a n d  s k i l l s  o f  
a n  I n v e s t i g a t o r  III, n o t  a n  A c c o u n t a n t  III.

3. D i s c o n t i n u e  c l o s i n g  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e . "  
W e  b e l i e v e  A R E C  s h o u l d  e s t a b l i s h  a n  a d m i n i s t r a t i v e  
c l o s u r e  p r o c e s s  f o r  c o m p l a i n t s .

4. P r o v i d e  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i t h  c l o s u r e  
l e t t e r s  i m m e d i a t e l y  f o l l o w i n g  c o m p l a i n t  c l o s u r e s .  F o r  
t h e  a p p r o x i m a t e l y  240 c l o s e d  c o m p l a i n t s  c u r r e n t l y  
a w a i t i n g  c l o s u r e  l e t t e r s ,  A R E C  s h o u l d  e m p l o y  a s t u d e n t  
i n t e r n  o r  o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t h e  
e s t i m a t e d  1 , 2 0 0  l e t t e r s .

5. R e v i s e  its l i c e n s e  e n t i t l e m e n t  s t a t u t e  t o  r e a d  
" E l i g i b i l i t y  f o r  L i c e n s e "  a n d  i n c l u d e  a p r o v i s i o n  t h a t  
l i c e n s e e s  l o s e  t h e i r  e l i g i b i l i t y  f o r  a l l  l i c e n s e s  u p o n  
l i c e n s e  r e v o c a t i o n .



SURETY FUND CLAIMS

In 19 7 4  the R e a l  E s t a t e  S u r e t y  F u n d  w a s  e s t a b l i s h e d  to p r o v i d e  
m o n e t a r y  s e t t l e m e n t s  t o  v i c t i m s  of f r a u d ,  d e c e i t ,  
m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  o f  t r u s t  f u n d s  b y  l i c e n s e e s .  
F r o m  1974 to 1980, v i c t i m s  h a d  t o  r e c e i v e  c o u r t  j u d g m e n t s  
a g a i n s t  l i c e n s e e s  b e f o r e  c l a i m s  w e r e  p a i d .  H o w e v e r ,  i n  1981 
A R E C  w a s  g i v e n  t h e  r e s p o n s i b i l i t y  o f  a d j u d i c a t i n g  s u r e t y  f u n d  
c l a i m s .  O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  its o p e r a t i o n s  
in t h i s  a r e a  as d i s c u s s e d  b e l o w .

C L A I M  S T A T I S T I C S

A s  of S e p t e m b e r  14, 1984, A R E C  s h o w e d  t h e  f o l l o w i n g  s u r e t y  f u n d  
c l a i m  s t a t i s t i c s :

Y e a r
C l a i m s
F i l e d

T o t a l
C l a i m s
F i l e d

T o t a l
C l a i m s
P a i d

T o t a l
A m o u n t s
P a i d

1981
1982
1983 

1984 to d a t e

52
92

123101
3

18
14
6

$ 1 1 , 9 4 3  
$ 6 2 , 6 1 2  
$ 6 7 , 6 4 4  
$ 4 3 , 0 1 7

A  t o t a l  o f  197 o p e n  c l a i m s  w e r e  in b a c k l o g  status,

F U N D  B A L A N C E

T h e  R e a l  E s t a t e  S u r e t y  F u n d  is t o t a l l y  f u n d e d  b y  s u r e t y  f e e s  
a s s e s s e d  f r o m  l i c e n s e e s .  C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  t h e  
f u n d  m a y  n o t  e x c e e d  $ 5 0 0 , 0 0 0 .  T h e  f u n d ' s  c u r r e n t  b a l a n c e  is 
a b o u t  $ 6 5 0 , 0 0 0 .  W e  u n d e r s t a n d  t h a t  t h e  e x c e s s  $ 1 5 0 , 0 0 0  w i l l  b e  
t r a n s f e r r e d  to t h e  G e n e r a l  F u n d .

G i v e n  t h a t  t h e  f u n d  b a l a n c e  c u r r e n t l y  e x c e e d s  its s t a t u t o r y  
l i m i t ,  w e  q u e s t i o n  t h e  C o m m i s s i o n ' s  c o n t i n u e d  a s s e s s m e n t  of 
s u r e t y  f e e s . B y  c o n t i n u i n g  t o  a s s e s s  s u r e t y  f e e s ,  A R E C  is 
c o l l e c t i n g  m o n i e s  f r o m  l i c e n s e e s  f o r  t h e  G e n e r a l  F u n d ,  n o t  t h e  
S u r e t y  F u n d .  L i c e n s e e s  a c t u a l l y  p a y  t h e  G e n e r a l  F u n d  t w i c e  - 
o n c e  f r o m  t h e i r  l i c e n s e  f e e s  a n d  a n o t h e r  f r o m  t h e i r  s u r e t y  fee s .

A R E C  is a t t e m p t i n g  t o  r e s o l v e  t h i s  s i t u a t i o n  b y  i n t r c a u c i n g  
l e g i s l a t i o n  to r a i s e  t h e  f u n d  l i m i t  f r o m  $ 5 0 0 , 0 0 0  t o  $ 8 5 0 , 0 0 0 .  
H o w e v e r ,  w e  e s t i m a t e  t h a t  t h e  f u n d  b a l a n c e  w i l l  p r o b a b l y  e x c e e d  
t h e  $ 8 5 0 , 0 0 0  l i m i t  a f t e r  t h e  F e b r u a r y  1 9 8 6  r e n e w a l .  N e w  
l e g i s l a t i o n  w o u l d  h a v e  to b e  i n t r o d u c e d  t o  r a i s e  t h e  f u n d  l i m i t  
a g a i n .
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B a s e d  o n  t h e  N a t i o n a l  A s s o c i a t i o n  o f  R e a l t o r s  s u g g e s t e d  p a t t e r n  
for r e a l  e s t a t e  l i c e n s e  law, w e  e n v i s i o n  a s t a t u t e  p r o v i s i o n  f o r  
a m i n i m u m  f u n d  b a l a n c e  i n s t e a d  of t h e  c u r r e n t  m a x i m u m  f u n d  
b a l a n c e . A s  l o n g  as t h e  b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,
l i c e n s e e s  w o u l d  n o t  b e  a s s e s s e d  s u r e t y  fees. H o w e v e r ,  if t h e
b a l a n c e  b e c o m e s  l e s s  t h a n  t h e  m i n i m u m ,  l i c e n s e e s  w o u l d  b e
a s s e s s e d  s u r e t y  f e e s  d u r i n g  t h e  n e x t  l i c e n s e  r e n e w a l .

B y  e s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e ,  A R E C  a n d  l i c e n s e e s  c o u l d  
r e a l i z e  t h e  f o l l o w i n g  b e n e f i t s :

1. B a s e d  o n  t h e  d o l l a r  a m o u n t  o f  c l a i m s  p a i d  in p r i o r
y e a r s ,  A R E C  c o u l d  s e t  a m i n i m u m  f u n d  b a l a n c e  w h i c h  
w o u l d  n o t  r e q u i r e  c o n t i n u o u s  s t a t u t o r y  r e v i s i o n s  as is 
c u r r e n t l y  b e i n g  e x p e r i e n c e d  w i t h  t h e  m a x i m u m  f u n d  
b a l a n c e .

2. B y  n o t  h a v i n g  t o  a s s e s s  s u r e t y  f e e s  w h i l e  t h e  f u n d
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  A R E C  c o u l d  h a v e  
l e s s  a d m i n i s t r a t i v e  c o s t s .

3. B y  n o t  h a v i n g  t o  p a y  s u r e t y  f e e s  w h i l e  t h e  f u n d
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  b r o k e r s / a s s o c i a t e  
b r o k e r s  a n d  s a l e s p e r s o n s  c o u l d  s a v e  $ 1 2 5  a n d  $ 4 0  
r e s p e c t i v e l y  in r e n e w a l  f e e s .

H E A R I N G S

O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  c o m b i n e  l i c e n s e  a c t i o n  a n d
s u r e t y  f u n d  c l a i m  h e a r i n g s . C u r r e n t l y ,  A R E C  h o l d s  s e p a r a t e  
h e a r i n g s  for a d j u d i c a t i n g  l i c e n s e  a c t i o n s  a n d  s u r e t y  f u n d
c l a i m s .  H o w e v e r ,  g i v e n  t h a t  a s u r e t y  f u n d  c l a i m  c a n  o n l y  b e
a w a r d e d  if a l i c e n s e  v i o l a t i o n  o c c u r s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  
c h a n g e s :

1. O n e  A R E C  c o m p l a i n t  f o r m  f o r  c o m p l a i n a n t s  t o  r e p o r t
l i c e n s e  v i o l a t i o n s  a n d  a n y  m o n e t a r y  d a m a g e s  r e s u l t i n g  
f r o m  t h e  v i o l a t i o n s .  ( A R E C  c u r r e n t l y  h a s  s e p a r a t e  
f o r m s  f o r  l i c e n s e  c o m p l a i n t s  a n d  s u r e t y  f u n d  c l a i m s . )

2. S t a f f  i n v e s t i g a t i o n s  t o  d e t e r m i n e  if r e p o r t e d  l i c e n s e  
v i o l a t i o n s  a r e  s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e  a n d
t o  v e r i f y  a n y  m o n e t a r y  d a m a g e s .  (AREC c u r r e n t l y
i n v e s t i g a t e s  o n l y  r e p o r t e d  l i c e n s e  v i o l a t i o n s ;  s u r e t y
f u n d  c l a i m s  a r e  a u t o m a t i c a l l y  s c h e d u l e d  f o r  h e a r i n g
w i t h  n o  s t a f f  r e v i e w  o r  i n v e s t i g a t i o n . )

3. O n e  h e a r i n g  t o  d e t e r m i n e  l i c e n s e  a c t i o n s  to b e  t a k e n  
a g a i n s t  l i c e n s e e s  w h o  v i o l a t e  S t a t e  s t a t u t e s  o r  
r e g u l a t i o n s  a n d  t o  d e t e r m i n e  c o m p l a i n a n t s '  m o n e t a r y  
s e t t l e m e n t s  f r o m  t h e  S u r e t y  F u n d  (AREC c u r r e n t l y  h o l d s  
s e p a r a t e  h e a r i n g s . )
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H E A R I N G  O F F I C E R S

I n  N o v e m b e r  1 9 8 4  t w o  h a l f - t i m e  h e a r i n g  o f f i c e r s  j o i n e d  t h e  A R E C  
s t a f f  t o  a d j u d i c a t e  s u r e t y  f u n d  c l a i m s  a n d  l i c e n s e  a c t i o n s .  T h e  
A R E C  e x e c u t i v e  d i r e c t o r  e s t i m a t e s  t h a t  t h e  h e a r i n g  o f f i c e r s  w i l l  
c o m p l e t e  t h e  b a c k l o g  o f  s u r e t y  f u n d  c l a i m s  in e i g h t  to t e n  
m o n t h s .  G i v e n  t h i s  e s t i m a t e ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  
r e - e v a l u a t e  i t s  h e a r i n g  o f f i c e r  o o s i t - o n . A R E C  m a y  o n l y  n e e d  
o n e  h a l f - t i m e  h e a r i n g  o f f i c e r  i n  F Y  86. T h e  o t h e r  h a l f - t i m e  
h e a r i n g  o f f i c e r  m i g h t  be u t i l i z e d  as a h e a r i n g  a d v o c a t e  to 
a s s i s t  in A R E C  i n v e s t i g a t i o n s  a n d  h e a r i n g  p r e p a r a t i o n s .

F I L I N G  F E E

A s  o f  O c t o b e r  4, 1984, p e r s o n s  f i l i n g  s u r e t y  f u n d  c l a i m s  m u s t
p a y  a $ 2 5 0  f i l i n g  fee. W e  u n d e r s t a n d  t h a t  t h e  f i l i n g  f e e  w a s  
e s t a b l i s h e d  to d i s c o u r a g e  t h e  f i l i n g  o f  f r i v o l o u s  c l a i m s .  S i n c e  
A R E C  d o e s  n o t  i n v e s t i g a t e  s u r e t y  f u n d  c l a i m s ,  a l l  c l a i m s  
i n c l u d i n g  t h o s e  c o n s i d e r e d  f r i v o l o u s  m u s t  b e  a d j u d i c a t e d  b y  a 
h e a r i n g .

W e  b e l i e v e  t h a t  t h e  $ 2 5 0  f i l i n g  f e e  is e x c e s s i v e ,  if n o t  
u n n e c e s s a r y . A  $ 5 0  f i l i n g  fee, as c u r r e n t l y  c h a r g e d  b y  s m a l l  
c l a i m s  c o u r t ,  w o u l d  b e  m o r e  r e a s o n a b l e .  I n  a d d i t i o n ,  a f i l i n g  
fee w o u l d  n o t  b e  n e c e s s a r y  if s u r e t y  f u n d  c l a i m s  w e r e  i n c l u d e d  
w i t h  l i c e n s e  c o m p l a i n t s .  F r i v o l o u s  c l a i m s  w o u l d  b e  i d e n t i f i e d  
d u r i n g  s t a f f  i n v e s t i g a t i o n s  o f  l i c e n s e  c o m p l a i n t s .

C L A I M  R E C O V E R Y

A c c o r d i n g  to A R E C  s t a t u t e  0 8 . 8 8 . 4 9 0 ,  w h e n  t h e  C o m m i s s i o n  p a y s  a 
s u r e t y  f u n d  c l a i m ,  " t h e  C o m m i s s i o n  s h a l l  b e  s u b r o g a t e d  to a l l  o f  
t h e  r i g h t s  o f  t h e  c l a i m a n t  to t h e  a m o u n t  p a i d  a n d  t h e  c l a i m a n t
s h a l l  a s s i g n  a l l  o f  h i s  r i g h t ,  t i t l e ,  a n d  i n t e r e s t  i n  t h a t
p o r t i o n  o f  t h e  c l a i m  t o  t h e  C o m m i s s i o n . "  B a s e d  o n  t h i s  s t a t u t e  
p r o v i s i o n ,  A R E C  h a s  a t t e m p t e d  t o  r e c o v e r  p a i d  c l a i m s  a n d  h e a r i n g  
c o s t s  f r o m  t h e  l i c e n s e e s  w h o  c o m m i t t e d  t h e  l i c e n s e  v i o l a t i o n s .  
H o w e v e r , o u r  r e v i e w  f o u n d  t h a t  A R E C  r e c o v e r y  a t t e m p t s  h a v e  b e e n  
m i n i m a l . W e  f o u n d  t h a t  A R E C  h a s  s e n t  o n l y  o n e  n o t i c e ,  d a t e d  
J u l y  31, 198 4 ,  t o  t h e  l i c e n s e e s  r e q u e s t i n g  p a y m e n t .

A s  o f  S e p t e m b e r  14, 1984, A R E C  s h o w e d  t h e  f o l l o w i n g  c l a i m
r e c o v e r y  s t a t i s t i c s :

N u m b e r  
o f

L i c e n s e e s

33

-19-

-49-

T o t a l  A m o u n t  
o f  C l a i m s  P a i d  a n d  

H e a r i n g  C o s t s  I n c u r r e d

T o t a l  
A m o u n t  R e c o v e r e d  
F r o m  L i c e n s e e s

$200,680 $33,597



C L A I M  W A R R A N T S

D u r i n g  o u r  r e v i e w ,  w e  f o u n d  t w o  $ 1 0 , 0 0 0  w a r r a n t s  w h i c h  s h o u l d  
h a v e  b e e n  r e t u r n e d  to t h e  S t a t e  t r e a s u r y . B o t h  w a r r a n t s  w e r e  
i s s u e d  as s u r e t y  f u n d  c l a i m  p a y m e n t s ,  b u t  t h e  w a r r a n t s  w e r e  
n e v e r  f o r w a r d e d  t o  t h e  c l a i m a n t s .  O n e  w a r r a n t ,  i s s u e d  D e c e m b e r  
1981, w a s  b e i n g  h e l d  p e n d i n g  t h e  o u t c o m e  of a n  a p p e a l  m a d e  b y  
t h e  r e s p o n d e n t .  H o w e v e r ,  t h e  w a r r a n t  is n o  l o n g e r  r e d e e m a b l e  
b e c a u s e  o f  its age. T h e  o t h e r  w a r r a n t ,  i s s u e d  M a r c h  1984, w a s  
n o t  f o r w a r d e d  t o  t h e  c l a i m a n t  d u e  to a M a y  1 9 8 4  c o u r t  
i n t e r p r e t a t i o n  w h i c h  d i s a l l o w e d  p a y m e n t  of t h e  c l a i m .

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

In t h e  a r e a  o f  s u r e t y  f u n d  c l a i m s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a m i n i m u m  f u n d  b a l a n c e  f o r  t h e  R e a l  E s t a t e  
S u r e t y  F u n d .  S u r e t y  f e e s  w o u l d  o n l y  be a s s e s s e d  if 
t h e  f u n d  b a l a n c e  b e c o m e s  l e s s  t h a n  t h e  m i n i m u m .

2. C o m b i n e  l i c e n s e  a c t i o n  a n d  s u r e t y  f u n d  c l a i m  h e a r i n g s .  
A R E C  s h o u l d  a l s o  c o n s i d e r  i n c l u d i n g  s u r e t y  f u n d  c l a i m s  
w i t h  l i c e n s e  c o m p l a i n t s .

3. R e d u c e  t h e  $ 2 5 0  f i l i n g  f e e  t o  a m o r e  r e a s o n a b l e  
a m o u n t ,  s u c h  as $50. H o w e v e r ,  if A R E C  i n c l u d e s  s u r e t y  
f u n d  c l a i m s  w i t h  l i c e n s e  c o m p l a i n t s ,  the f i l i n g  f e e  
s h o u l d  b e  disc o n t i i  ued.

4. R e - e v a l u a t e  t h e  s t a f f  h e a r i n g  o f f i c e r  p o s i t i o n .  G i v e n  
t h e  e x e c u t i v e  d i r e c t o r ' s  e s t i m a t e  o f  f u t u r e  w o r k l o a d ,  
A R E C  m a y  o n l y  n e e d  o n e  h a l f - t i m e  h e a r i n g  o f f i c e r  in 
F Y  86.

5. P r o c e e d  to r e c o v e r  p a i d  c l a i m s  a n d  h e a r i n g  c o s t s  f r o m  
l i c e n s e e s .

6. R e t u r n  t h e  t w o  $ 1 0 , 0 0 0  w a r r a n t s  f o u n d  in C o m m i s s i o n  
f i l e s  to t h e  S t a t e  t r e a s u r y .
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OFFICE AUTOMATION

O f f i c e  a u t o m a t i o n  is e s s e n t i a l  f o r  A R E C  to o p e r a t e  an e f f e c t i v e  
a n d  e f f i c i e n t  r e g u l a t o r y  a g e n c y .  O u r  r e v i e w  f o u n d  t h a t  A R E C  
c o u l d  i m p r o v e  its c u r r e n t  a u t o m a t i o n  as d i s c u s s e d  b e l o w .

C U R R E N T  A U T O M A T I O N

O u r  r e v i e w  f o u n d  t h a t  A R E C  n e e d s  t o  i m p r o v e  its c u r r e n t  o f f i c e  
a u t o m a t i o n . A R E C  c u r r e n t l y  u t i l i z e s  "a W a n g  w o r d  p r o c e s s i n g  
s y s t e m .  W e  f o u n d  t h a t  t h i s  s y s t e m  is b e i n g  u t i l i z e d  far b e y o n d  
its i n t e n d e d  c a p a b i l i t i e s  a n d  is s u p p l y i n g  o n l y  a f r a c t i o n  o f  
t h e  a u t o m a t e d  s u p p o r t  n e e d e d  b y  A R E C .

In o u r  o p i n i o n ,  A R E C  c o u l d  u s e  a c o m p u t e r  s y s t e m ,  n o t  j u s t  t h e  
w o r d  p r o c e s s i n g  s y s t e m ,  t o  s u p p o r t  t h e  f o l l o w i n g  a r e a s :

1. L i c e n s i n g  - F o r  e a c h  l i c e n s e e ,  A R E C  n e e d s  c o m p u t e r  
s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  p r o v i d e  a c c e s s  to 
c u r r e n t  a n d  h i s t o r i c a l  d a t a  i n c l u d i n g :

a . p e r s o n a l  d a t a
b . l i c e n s i n g  e x a m i n a t i o n  r e s u l t s
c . i n i t i a l l i c e n s e  d a t e  a n d  n u m b e r
d. c u r r e n t l i c e n s e  s t a t u s
e . h i s t o r y a n d  d a t e s  o f  s t a t u s  c h a n g e s
f . c u r r e n t e m p l o y e rg. employe:r h i s t o r y  a n d  d a t e s
h. c u r r e n t l i c e n s e  c o m p l a i n t  o r  s u r e t y  c l a i m
i . h i s t o r y o f  d i s c i p l i n a r y  a c t i o n s

j • r e n e w a l a n d  e x p i r a t i o n  d a t e s

O f f i c e  R e g i s t r a t i o n  - F o r  e a c h  r e a l  e s t a t e  o f f i c e ,  
A R E C  n e e d s  c o m p u t e r  s u p p o r t  w h i c h  v/ill c a p t u r e  a n d  
p r o v i d e  a c c e s s  to c u r r e n t  a n d  h i s t o r i c a l  d a t a  
i n c l u d i n g :

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

c o r p o r a t i o n  o f f i c e r s

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

e m p l o y m e n t  a n d  d a t e s  o f  t e r m i n a t i o n
g. t r u s t  a c c o u n t  n a m e / n u m b e r / b a n k
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3. L i c e n s e  C o m p l a i n t s  a n d  S u r e t y  F u n d  C l a i m s  - F o r  e a c h
l i c e n s e  c o m p l a i n t  a n d  s u r e t y  f u n d  c l a i m ,  A R E C  n e e d s
c o m p u t e r  s u p p o r t  w h i c h  w i l l  c a p t u r e  a n d  p r o v i d e  a c c e s s
to c u r r e n t  a n d  h i s t o r i c a l  d a t a  i n c l u d i n g :

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

If A R E C  w o u l d  i m p r o v e  i t s  c u r r e n t  a u t o m a t i o n ,  w e  e n v i s i o n  a 
s e p a r a t e  f i e l d  ( s c r e e n  of i n f o r m a t i o n )  f o r  e a c h  l i c e n s e e .  E a c h  
f i e l d  w o u l d  b e  a c c e s s e d  b y  t h e  l i c e n s e e ' s  l i c e n s e  n u m b e r . In 
a d d i t i o n ,  e a c h  f i e l d  w o u l d  p r o v i d e  o t h e r  r e f e r e n c e  n u m b e r s  s u c h  
as t h e  l i c e n s e  n u m b e r  o f  t h e  l i c e n s e e ' s  e m p l o y i n g  b r o k e r ,  t h e  
i d e n t i f i c a t i o n  n u m b e r  o f  t h e  l i c e n s e e ' s  r e a l  e s t a t e  o f f i c e ,  a n d  
f i l e  n u m b e r s  o f  a n y  l i c e n s e  c o m p l a i n t s  o r  s u r e t y  f u n d  c l a i m s .

B y  i n c l u d i n g  l i c e n s e  n u m b e r s  a n d  o t h e r  r e f e r e n c e  n u m b e r s ,  a 
c o m p u t e r  c o u l d  m a n i p u l a t e  i n f o r m a t i o n  t o  p r o d u c e  l i c e n s e e  
r o s t e r s  b y  r e a l  e s t a t e  o f f i c e  o r  l i c e n s e  t y p e  (b r o k e r ,  a s s o c i a t e  
b r o k e r ,  o r  s a l e s p e r s o n ) . T o  p r o d u c e  t h e s e  r o s t e r s  on t h e  
c u r r e n t  w o r d  p r o c e s s i n g  s y s t e m ,  t h e  A R E C  l i c e n s e  e x a m i n e r  m u s t  
s o r t  i n f o r m a t i o n  in 23 s e p a r a t e  s y s t e m  d o c u m e n t s .  A  r e c e n t  
r o s t e r  of b r o k e r s  t o o k  l h  d a y s  t o  c o m p i l e .

I M P R O V E D  A U T O M A T I O N

T h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  is t a k i n g  
s t e p s  to i m p r o v e  t h e  C o m m i s s i o n ' s  o f f i c e  a u t o m a t i o n .  T h e  
d e p a r t m e n t ' s  c o m p u t e r  s y s t e m s  s p e c i a l i s t  is c u r r e n t l y  r e v i e w i n g  
t w o  a l t e r n a t i v e  s y s t e m s .  T h e s e  s y s t e m s  i n c l u d e :

1. W a n g  O f f i c e  I n f o r m a t i o n  S y s t e m  (OIS) 1 4 0 . T h i s  s y s t e m  
is p r i m a r i l y  a h i g h - p o w e r e d  w o r d  p r o c e s s o r  w i t h  
l i m i t e d  d a t a  p r o c e s s i n g  c a p a b i l i t i e s .

2. W a n g  V S  S y s t e m  8 0 . T h i s  s y s t e m  is a c o m p u t e r  w i t h
h i g h - v o l u m e ,  i n t e r a c t i v e  c o m p u t i n g  c a p a b i l i t i e s .  T h i s  
s y s t e m  is c u r r e n t l y  b e i n g  u t i l i z e d  b y  t h e  S t a t e ' s
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  in J u n e a u .

G i v e n  t h e  i n f o r m a t i o n  p r o c e s s i n g  n e e d s  o f  A R E C ,  w e  b e l i e v e  A R E C
n e e d s  a c o m p u t e r  s y s t e m  s u c h  as t h e  W a n g  V S  S y s t e m  80, n o t
a n o t h e r  w o r d  p r o c e s s o r .  A c c o r d i n g  t o  t h e  d e p a r t m e n t ' s  c o m p u t e r  
s y s t e m s  s p e c i a l i s t ,  t h e  d e p a r t m e n t  h a s  i d e n t i f i e d  a r e f u r b i s h e d  
V S  s y s t e m  80 w h i c h  is a v a i l a b l e  f o r  p u r c h a s e .  If p u r c h a s e d ,
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t h i s  c o m p u t e r  s y s t e m  c o u l d  b e  u t i l i z e d  b y  A R E C  a n d  o t h e r  
d e p a r t m e n t  o p e r a t i o n s  in A n c h o r a g e .

W e  b e l i e v e  t h e  d e p a r t m e n t ' s  c o m p u t e r  s y s t e m s  s p e c i a l i s t  s h o u l d  
a l s o  c o n s i d e r  r e p l a c i n g  t h e  C o m m i s s i o n ' s  p r i n t e r .  W e  f o u n d  t h e  
c u r r e n t  d a i s y - w h e e l  p r i n t e r  t o  b e  q u i t e  s l o w  in p r i n t i n g  
l i c e n s e s  a n d  l i c e n s e e  r o s t e r s .  F o r  e x a m p l e ,  a r e c e n t  r o s t e r  of 
b r o k e r s  ( a p p r o x i m a t e l y  750 n a m e s  a n d  a d d r e s s e s )  t o o k  a l m o s t  f o u r  
h o u r s  to o r i n t .

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

In t h e  a r e a  o f  o f f i c e  a u t o m a t i o n ,  w e  r e c o m m e n d  t h a t  A R E C :

1. R e p l a c e  t h e  c u r r e n t  w o r d  p r o c e s s i n g  s y s t e m .  O f  t h e  
t w o  a l t e r n a t i v e  s y s t e m s  b e i n g  c o n s i d e r e d  f o r  A R E C  
(Wang O I S  140 a n d  W a n g  V S  S y s t e m  p 0) , t h e  V S  s y s t e m  
is a s s u m e d  to a d e q u a t e l y  s u p p o r t  t h e  C o m m i s s i o n ' s  
i n f o r m a t i o n  p r o c e s s i n g  n e e d s ;  a f o r m a l  n e e d s  
a s s e s s m e n t  w o u l d  c o n f i r m  i t s  d e s i r a b i l i t y .

2. C o n s i d e r  r e p l a c i n g  t h e  c u r r e n t  d a i s y - w h e e l  p r i n t e r .  
W e  b e l i e v e  t h a t  A R E C  o p e r a t i o n s  w o u l d  b e n e f i t  b y  
h a v i n g  a h i g h e r  s p e e d  p r i n t e r .
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INTERNAL MANAGEMENT CONTROL

T o  i n c r e a s e  o p e r a t i o n a l  e f f i c i e n c y  a n d  e f f e c t i v e n e s s ,  t h e  
C o m m i s s i o n  n e e d s  to i m p r o v e  its i n t e r n a l  m a n a g e m e n t  c o n t r o l .  
S p e c i f i c a l l y ,  w e  f o u n d  t h a t  t h e  C o m m i s s i o n  n e e d s  to e s t a b l i s h  
t w o  e s s e n t i a l  e l e m e n t s  o f  i n t e r n a l  m a n a g e m e n t  c o n t r o l  as 
d i s c u s s e d  b e l o w .

S T A N D A R D  P O L I C I E S  A N D  P R O C E D U R E S

O u r  r e v i e w  f o u n d  t h a t  t h e  C o m m i s s i o n  h a s  n o t  e s t a b l i s h e d  
s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  p r o c e d u r e s  to g i v e  d i r e c t i o n  to 
s t a f f  d e c i s i o n s ,  a n d  t o  s e t  b o u n d s  withir. w h i c h  s u c h  d e c i s i o n s  

a n d  r e s u l t i n g  a c t i o n s  a r e  a c c e p t a b l e  to t h e  C o m m i s s i o n . 
A c c o r d i n g  to the A R E C  e x e c u t i v e  d i r e c t o r ,  s t a f f  c u r r e n t l y  
r e c e i v e  v e r b a l  d i r e c t i o n s  f r o m  i n d i v i d u a l  c o m m i s s i o n e r s .

If t h e  C o m m i s s i o n  w o u l d  e s t a b l i s h  s t a n d a r d  p o l i c i e s  a n d
o p e r a t i n g  p r o c e d u r e s ,  w e  e n v i s i o n  t h e  f o l l o w i n g  a d v a n t a g e s  f o r  
A R E C :

1. S t a f f  e f f o r t  c o u l d  b e  e c o n o m i z e d . It w o u l d  be
u n n e c e s s a r y  for t h e  s t a f f  t o  r e d e c i d e  t h e  s a m e  i s s u e s .

2. D e l e g a t i o n  o f  a u t h o r i t y  c o u l d  be f a c i l i t a t e d . S t a f f  
w o u l d  be e x p e c t e d  to p r o c e e d  w i t h  a c t i o n s  so l o n g  as 
t h e  s i t u a t i o n s  a r e  c o v e r e d  b y  t h e  p o l i c i e s  a n d
p r o c e d u r e s .

3. C o n t r o l  c o u l d  be m a d e  e a s i e r . P o l i c i e s  a n d  p r o c e d u r e s  
w o u l d  l e a d  to u n i f o r m i t y  o f  s t a f f  a c t i o n s .

D E L E G A T E D  A U T H O R I T Y

O u r  r e v i e w  a l s o  f o u n d  t h a t  t h e  C o m m i s s i o n  h a s  n o t  d e l e g a t e d  
a u t h o r i t y  to g i v e  i t s  s t a f f  t h e  r i g h t  to d e c i d e  a n d  t h e  p o w e r  to 
c a r r y  o u t  d e c i s i o n s  w i t h i n  t h e  s t a f f ' s  r e s p o n s i b i l i t i e s . D u r i n g  
o u r  r e v i e w ,  w e  w i t n e s s e d  s t a f f  f r u s t r a t i o n  as a r e s u l t  o f  n o t  
b e i n g  g i v e n  t h e  a u t h o r i t y  t o  c a r r y  o u t  r e s p o n s i b i l i t i e s .

If t h e  C o m m i s s i o n  w o u l d  f o r m a l l y  d e l e g a t e  a u t h o r i t y  t o  its 
s t a f f ,  w e  b e l i e v e  t h a t  t h e  d e l e g a t i o n  s h o u l d  b e  s p e l l e d  o u t  in 
w r i t i n g .
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In t h e  a r e a  o f  i n t e r n a l  m a n a g e m e n t  c o n t r o l ,  w e  r e c o m m e n d  t h a t  
A R E C :

1. E s t a b l i s h  s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  p r o c e d u r e s .

2. D e l e g a t e  a u t h o r i t y  in w r i t i n g  to i -.s s t a f f .
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-25-

-55-



OTHER ISSUES

Duri'.j o u r  r e v i e w ,  w e  i d e n t i f i e d  o t h e r  i s s u e s  w h i c h  s h o u l d  be 
a d d r e s s e d  b y  A R E C .  T h e s e  i s s u e s  a n d  o u r  r e c o m m e n d a t i o n s  a r e  
p r o v i d e d  b e l o w .

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 V E  F I L E S

T h e  C o m m i s s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  i n c l u d e  
u n s u b s t a n t i a t e d  a l l e g a t i o n s  o f  p r o f e s s i o n a l  m i s c o n d u c t .  A  
r e c e n t  A t t o r n e y  G e n e r a l  o p i n i o n  f o r  A R E C  s t a t e s  t h a t  i n f o r m a t i o n  
in t h e  C o m m i s s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  m a y  n o t  b e  w i t h h e l d  
f r o m  p u b l i c  i n s p e c t i o n .  H o w e v e r ,  a p r i o r  A t t o r n e y  G e n e r a l  
o p i n i o n  f o r  t h e  S t a t e ' s  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g  
s t a t e s  t h a t  t h e  d i v i s i o n ' s  o p e n  i n v e s t i g a t i v e  f i l e s  m a y  b e  
w i t h h e l d  f r o m  p u b l i c  i n s p e c t i o n .  S i n c e  A R E C  a n d  t h e  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  h a v e  s i m i l a r  i n f o r m a t i o n  in t h e i r  
i n v e s t i g a t i v e  f i l e s ,  w e  q u e s t i o n  t h e  d i f f e r e n t  A t t o r n e y  G e n e r a l  
o p i n i o n s . In o u r  o p i n i o n ,  t h e  s u b j e c t s  o f  u n s u b s t a n t i a t e d  
a l l e g a t i o n s  h a v e  a c o n s t i t u t i o n a l  r i g h t  n o t  t o  h a v e  t h e  
i n f o r m a t i o n  m a d e  p u b l i c  u n t i l  t h e  A R E C  i n v e s t i g a t i o n  is 
c o m p l e t e d  a n d  t h e  r e l e v a n t  f a c t s  a r e  p r e s e n t e d  a t  a p u b l i c  
h e a r i n g .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  A R E C  r e q u e s t  an e x p l a n a t i o n  f r o m  t h e  A t t o r n e y  
G e n e r a l  c o n c e r n i n g  t h e  d i f f e r e n t  o p i n i o n s  g i v e n  t o  A R E C  a n d  t h e  
D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g .  T o  e n s u r e  t h e  
c o n f i d e n t i a l i t y  o f  o p e n  i n v e s t i g a t i v e  f i l e s ,  w e  r e c o m m e n d  t h a t  
A R E C  s t a t u t e s  i n c l u d e  a p r o v i s i o n  t h a t  a l l  r e c o r d s  o f  
i n v e s t i g a t i o n  a n d  i n f o r m a t i o n  o b t a i n e d  b y  t h e  C o m m i s s i o n  d u r i n g  
a n  i n v e s t i g a t i o n  a r e  c o n f i d e n t i a l  a n d  m a y  n o t  be m a d e  a v a i l a b l e  
b y  t h e  C o m m i s s i o n  f o r  p u b l i c  i n s p e c t i o n .

T R U S T  A C C O U N T  A U D I T S

T h e  A R E C  e x e c u t i v e  d i r e c t o r  e s t i m a t e s  t h a t  o v e r  f i f t y  p e r c e n t  o f  
t h e  c o m p l a i n t s  f i l e d  w i t h  t h e  C o m m i s s i o n  i n v o l v e  i m p r o p e r  t r u s t  
a c c o u n t  m a n a g e m e n t .  G i v e n  t h i s  e s t i m a t e ,  w e  q u e s t i o n  t h e  l a c k  
o f  t r u s t  a c c o u n t  a u d i t s  c u r r e n t l y  b e i n g  c o n d u c t e d  b y  A R E C . A s  
p r e v i o u s l y  m e n t i o n e d ,  t h e  A R E C  a u d i t o r  h a s  c o n d u c t e d  o n l y  t h r e e  
a u d i t s  o f  b r o k e r  t r u s t  a c c o u n t s  in t h e  l a s t  t h r e e  y e a r s .  E a c h  
o f  t h e s e  a u d i t s  w a s  c o n d u c t e d  as p a r t  of a c o m p l a i n t  
i n v e s t i g a t i o n .

I f  A R E C  c o u l d  e m p l o y  a n  I n v e s t i g a t o r  I I I  t o  h a n d l e  c o m p l a i n t  
i n v e s t i g a t i o n s ,  t h e  c u r r e n t  A R E C  a u d i t o r  c o u l d  c o n d u c t  t r u s t  

a c c o u n t  a u d i t s  o n  a f u l l - t i m e  b a s i s .  W e  e n v i s i o n  t h e s e  a u d i t s  
b e i n g  c o n d u c t e d  as a s e r v i c e  t o  b r o k e r s .  A n y  a c c o u n t i n g  o r
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p r o c e d u r a l  d e f i c i e n c i e s  f o u n d  a n d  c o r r e c t i v e  a c t i o n s  n e e d e d  
w o u l d  b e  d i s c u s s e d  w i t h  b r o k e r s  d u r i n g  e x i t  c o n f e r e n c e s .

R e c o m m e n d a t i o n

If s t a f f  r e s o u r c e s  w o u l d  b e  a v a i l a b l e ,  w e  r e c o m m e n d  t h a t  A R E C  
c o n d u c t  t r u s t  a c c o u n t  a u d i t s  t o  i d e n t i f y  a n d  r e s o l v e  p r o b l e m s  
b e f o r e  t h e  p r o b l e m s  c a u s e  c o m p l a i n t s  to b e  f i l e d  w i t h  t h e  

C o m m i s s i o n .

O P E R A T I O N S  M A N U A L  F O R  C O M M I S S I O N E R S

A R E C  c o m m i s s i o n e r s  d o  n o t  h a v e  a n  o p e r a t i o n s  m a n u a l  w h i c h  c o u l d  
i n c l u d e :

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

c a s e  law; 
f o r m s ;  a n d
o t h e r  i n f o r m a t i o n  w h i c h  t h e  c o m m i s s i o n e r s  d e e m  

a p p r o p r i a t e .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  A R E C  d e v e l o p  a n  o p e r a t i o n s  m a n u a l .  T h i s  
m a n u a l  w o u l d  p r o v i d e  e x c e l l e n t  o r i e n t a t i o n  m a t e r i a l  f o r  n e w  
c o m m i s s i o n e r s .

A R E C / A L A S K A  A S S O C I A T I O N  O F  R E A L T O R S

W e  f o u n d  t h a t  b o t h  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  a n d  t h e  
A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  (AAR) s h a r e  t h e  c o m m o n  g o a l  o f  
h a v i n g  e f f e c t i v e  a n d  e f f i c i e n t  r e g u l a t i o n  o f  t h e  S t a t e ' s  r e a l  
e s t a t e  p r o f e s s i o n .  B a s e d  o n  t h i s  c o m m o n  g o a l ,  w e  b e l i e v e  t h a t  
j o i n t  A R E C / A A R  c o m m i t t e e s  c o u l d  b e  u t i l i z e d  to s t u d y  c o m m o n  
c o n c e r n s  s u c h  as c o n t i n u i n g  e d u c a t i o n  f o r  l i c e n s e e s  a n d  s t a t u t e /  

r e g u l a t i o n  r e v i s i o n s .

R e c o m m e n d a t i o n

W e  r e c o m m e n d  t h a t  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  a n d  the. 
A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  f o r m  j o i n t  c o m m i t t e e s  t o  s t u d y  

c o m m o n  c o n c e r n s .
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DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

POUCHD
JUNEAU, ALASKA 99811 
PHONE: 465-2500

O F F I C E  O F  T H E  C O M M IS S IO N E R

December 30, 1985

DEC 3 1 1935

Mr. Gerald L. Wilkerson 
Legislative Auditor 
Division of Legislative Audit 
P.O. Box W 
Juneau, AK 99811

Dear Mr. Wilkerson:

Thank you for the opportunity to comment on your preliminary 
audit report on the Alaska Real Estate Commission.

Enclosed is the response from the Alaska Real Estate Commission 
on "A Performance Report on the Department of Commerce and 
Economic Development, Alaska Real Estate Commission,
September 19, 1985."

Sincerely

Loren H. LounsBtiry 
Commissioner

LHL/wfs3357W
122785a
Enclosure

08-H2LH
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S T A T E  OF A L A S K A

M E M O R A N D U M  { ir^'VO; A T ? W "...t— ! , .  . .
flnnp

To: L o r e n  L o u n s b u r y  DATE: D e c e m b e r  20, 1985

C o m m i s s i o n e r

Dept, of C o m m e r c e  & E c o n o m i c  Dev.

From: J a m e s  L. M a g o w a n

E x e c u t i v e  D i r e c t o r  

A l a s k a  Real E s t a t e  C o m m i s s i o n

, f 
\ /

Re: A n s w e r  to P r e l i m i n a r y  R e p o r t  of the D i v i s i o n  of L e g i s l a t i v e  A u d i t

The real est a t e  c o m m i s s i o n  has r e v i e w e d  the p r e l i m i n a r y  rep o r t  of the 

D i v i s i o n  of L e g i s l a t i v e  A u d i t  an d  subm i t s  the f o l l o w i n g  response:

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

Th e  c o m m i s s i o n  concurs wit h  this r e c o m m e n d a t i o n  and has i m p l e m e n t e d  

p r o c e du r e s  that c om p l y  w i t h  the r e c o m m e n d a t i o n s  set o ut  in the report. 

P r o c e d u r e s  i m p l e m e n t i n g  e a c h  of the five points s p e c i f i c a l l y  m e n t i o n e d  h a v e

b e e n  adopted. T h e  p r o c e d u r e s  n o w  in p l a c e  are a t t a c h e d  ( A t t a c h m e n t  # 1).

R e c o m m e n d a t i o n  No. 2

T h e  c o m m i s s i o n  c o n c u r s  w i t h  this r e c o m m e n d a t i o n .  T h e  c o m m i s s i o n  has r e f e r r e d  

several m a j o r  cl a im s  to the a t t o r n e y  g e n e r a l  for collection. T h e  c o m m i s s i o n  

is a lso s u b m i t t i n g  an a p p l i c a t i o n  for m e m b e r s h i p  in the A n c h o r a g e  C r e d i t  

B u r e a u  so that it can be a so u r c e  o f  c r e d i t  i n f o r m a t i o n  about licensees w h o  

ha v e  s u s p e n d e d  l i censes d u e  to n o n  r e p a y m e n t  o f  the fund. Th e  c o m m i s s i o n  is 

also s u p p o r t i n g  an incre a s e  in the small claims limit to $5000.

The a u t h o r i t y  to susp en d  licenses until the fund is repaid, w i t h o u t  an

ad d i t i o n a l  h e a r i n g  became e f f e c t i v e  O c t o b e r  2, 1984. C o u n s el  a d v i s e d  that

this a u t h o r i t y  a p p l i e d  to claims filed since that time. C o m m i s s i o n  po l ic y  

and p r a c t i c e  is to s u s p e n d  the l i c e n s e  of any l i c e n s e e a g a i n s t  w h o m  an award

is g r a n t e d  u n t i l  the fund is re p a i d  or s a t i s f a c t o r y  a r r a n g e m e n t s  for

r e p a y m e n t  are made. The c o m m i s s i o n  was a d v i s e d  that even w i t h  the s t a t u t o r y  

a u t h o r i t y  to s u s p e n d  a lice ns e  w h e n  the fund is not r e p a i d  it is n e c e s s a r y  to 

ad v is e  the licensee, p rior to the h e a r i n g ,  that this ma y  occur. L i c e n s e e s  

are n o w  so n o t i f i e d  an d  the o rder to s u s p e n d  the license is c o n t a i n e d  in the 

final d e cision, a g a i n  up o n  ad v i c e  of coun s e l  or h e a r i n g  e x a m i n e r  as to the 

r e q u i r e m e n t s  for " due Process".

E f f e c t i v e  r e c o v e r y  of most claims, p a r t i c u l a r l y  large ones requires that the 

c o m m i s s i o n  e x e c u t e  agai n st  p r o p e r t y  or as s e t s of the parties. This r e q u i r e s

that the c o m m i s s i o n  have  court j u d ge m e n t s .  Th e  c o m m i s s i on  feels that
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- , ,  , lonal a s s i s t e n c e  and time

f rom the AG. T h e  c o m m i s s i o n  is also s e e k i n g  s t a t u t o r y  a u t h o r i t y  to exec u t e  

on orders of paym e n t  out of the s u r e t y  fund as though they w e r e  judgements, 

w i t h o u t  furt h e r  e x t e n d e d  c o u r t  p r o c e e d i n g s  once an a ward has be e n  s u s t a i n e d  

on a p p e a l  or the time for a p p e a l  has tolled w i t h o u t  a p p e a l  b e i n g  filed.

P r i o r  to the " s u s p e n s i o n "  c l a u s e  b e i n g  a d d e d  to the s t a t u te  the c o m m i s s i o n  

a t t e m p t e d  c o l l e c t i o n  in 1983. It sent letters to all licensees a d v i s i n g  of 

the p o s s i b i l i t y  of c ourt a c t i o n  if the fund were  not r e i m b u r se d .  This 

a t t e m p t  was l a r ge l y  i n e f f e c t i v e  due to the c o m m i s s i o n ' s  i n a b i l i t y  to a c t i v e l y  

pu r s u e  the cl a i ms  in court.

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

T h e  c o m m i s s i o n  concurs w i t h  this r e c o m m e n da t i o n .  The c o m m i s s i o n  has 

r e q u e s t e d  that an a t t o r n e y  be a s s i g n e d  to ass i s t  w i t h  this on n u m e r o us

o c c a s io n s  d u r i n g  the past n i n e  years. D u r i n g  1985 the c o m m i s s i o n  formed a 

P r o j e c t  A c t i o n  C o m m i t t e e  one o f  the tasks of the c o m m i t t e e  was the 

p r e p a r a t i o n  of r e c o m m e n d a t i o n s  for s t a t u t o r y  a m m e n d m e n t s  that the c o m m i s s i o n  

could s-.omit for c o n s i d e r a t i o n  d u r i n g  its Sunse t "  review. T h e  c o m m i s s i o n  is 

s u b m i t t i n g  the r e su l t s  of this c o m m i t t e e ' s  w o r k  for c o n s i d e r a t i o n  by the

legislature. T h e  issues s p e c i f i e d  in the L B A  re p o r t  as w e l l  as nu m e r o u s  

others are a d dressed.

T h e  c o m m i s s i o n  concurs w i t h  the s p e c i f i c  changes r e c o m m e n d e d  in points 1

t h r o u gh  5 in the r e c o m m e n d a t i o n .

T h e  c o m m i s s i o n  is u s i n g  a n e w  r e n e w a l  s y s t e m  for 1986-87 b i ennium. Be f o r e  

c h a n g i n g  the dates for r e n ew a l  the c o m m i s s i o n  is g o in g  to e v a l u a t e  the 

e f f i c i e n c y  of theis s y s t e m  as wel l  as its c ost e f f ec t i v e n e s s .  Recent

c o m p u t e r  t e c h n o l o g y  m a y  m a k e  the c u r r e n t  b i e n n i u m  c l e r i c a l l y  m a n a g e a b l e  and 

less c o s t l y  than g o i ng  to a M o n t h l y  or B i r t h d a t e  r e n ewal. T h e  c o m m i s s i o n  is 

not lo c k e d  into one s y s t e m  over a n o t h e r  but does n o t  w i s h  to int r o d u c e a n e w  

s y s t e m  u ntil it is sur e  that it w i l l  n o t  b e  i n t r o d u c i n g  a d d i t i o n a l  costs at 

the sam e  time.

R e c o m m e n d a t i o n  No. 4

T h e  c o m m i s s i o n  concurs. An a d d i t i o n a l  c l e r i c a l  p o si t i o n  is d e s p e r a t e l y  

n e e d e d  at this time.

R e c o m m e n d a t i o n  No. 5

T h e  c o m m i s s i o n  conc u r s  and a time a c c o u n t i n g  s y s t e m  is n o w  in effect.

A n a l y s i s  of Pub l i c  N eed

T h e  c o m m i s s i o n  g e n e r a l l y  c o n c u r r e d  w i t h  the findings of this section. The 

c o m m i s s i o n  h o w e v e r  n o t e s  that m a n a g e r i a l  and p o l i c y  changes of the past 18

m o n t h s  h a v e  just b e g u n  to prod u c e  n o t i c e a b l e  effects. T h e  r ate of com p l ai n t  

c l o s u r e s  and lice n s e  a c t i o ns  has b e g u n  to •’ho w  dram a t i c  increase.

In r e s p o n s e  to I tem III the c o m m i s s i o n  notes that it s u p p o r t e d  a filing fee

of $50 for a s u r e t y  claim. Th e  $250 filing fee was enacted over 

r e c o m m e n d a t i o n s  from the c o m m i s s i o n  and the i n d u s t r y that a lower fee be
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adopted. T h e r e  ha v e  b e e n  two k n o w n  i n s t a n c e s  w h e r e  c l a i m a n t s  r e p o r t e d  that 

they w o u l d  n e e d  a d d i t i o n a l  time b e f o r e  they c o u l d  file a c l a i m  b e c a u s e  they 

n e e d e d  to o b t a i n  the m o n e y  to pay the fee. T h e r e  h a v e  b e e n  n o  s u b s t a n t i a t e d  

i ns t a n c e s at this time that a c l a i m  w i t h  at least face v a l i d i t y  was not f iled 

due to the am o u n t of the fee.

•V • • •
T h e  c o m m i s s i o n  is c u r r e n t l y  r e v i e w i n g  o p t i o n s  for the c o n d u c t  of r o u t i n e  

t rust a c c o u n t  audits i n c l u d i n g  the p o s s i b i l i t y  o f  d e v e l o p i n g  a s e l f - a u d i t  

p r o g r a m  that wil l  e n a b l e  the c o m m i s s i o n  to i d e n t i f y  p r o blems in a m o r e  cost 

e f f e c t i v e  m a n n e r  w h i l e  at the same time o f f e r i n g  the l i c e n s e e s  a v a l u a b l e  

e d u c a t i o n a l  a n d  self h e l p  tool.

0 1 7 9 M
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1. C o m p l a i n t  Receipt: and e v a l u a t i o n

D a y  a. T h e  C o m p l a i n t ^  C l e r k  will: !

[ 1] (1) log in the c o m p a i n t  wi t h  a s s i g n m e n t  of a c o m p l a i n t  numb er ;

[ 1 1 (2) e s t a b l i s h  a c o m p l a i n t  file to include:

(a) a; p r o c e d u r a l  check l is t ;

(b) a c o n t a c t  r e c o r d  sheet;

[ 1] (3) f o r w a r d  the f i l e  to the I n v e s t i g a t o r .

[10] (4) sen d  ten- d a y  l e tt e r s  to i d e n t i f i e d  lice ns e e s ;

(5) po s t  r e s p o n s e s  to the fil e  a n d  f o r w a r d  t h e m  to the I n v e s t i g a t o r  

for e v a l u a t i o n .

b. T h e  I n v e s t i g a t o r  will:

[1-3] (1) a s s i g n  a p r i o r i t y  c l a s s i f i c a t i o n ;

[1-3] (2) a s s i g n  a c l a s s i f i c a t i o n  as to type of a l l e g e d  v i o l a t i o n ;

(3) i d e n t i f y  the l i c e n s e e s  to b e  c o n t a c t e d  for r e s p o n s e  to the

c o m p l a i n t  (and a n y  s u r e t y  c l a i m  that a c c o m p a n i e s  the c o m p l a i n t ) ;

(4) i n i t i a t e  an i n v e s t i g a t i v e  r e p o r t  u n d e r  p a r a g r a p h  2a.

2. C o m p l a i n t  e v a l u a t i o n :

[1-3] a. T h e  i n v e s t i g a t i v e  r e p o r t  w i l l  include:

(1) a l l e g a t i o n ( s )  of the c o m p l a i n a n t ;

(2) v i o l a t i o n s  that a p p e a r  to be p r e s e n t ;

(3) e v i d e n c e  that s u p p o r t s  the a l l e g a t i o n ( s ) ;

(4) p r o b a b l e  o u t c o m e  of the c o m p l a i n t ;

[30] b.' T e n - d a y  letter r e s p o n s e s  r e c e i v e d .  F o r  failure t o  r e s p o n d,

i n i t i a t e  s u b p o e n a  p r o c e d u r e s  in p a r a g r a p h  8.

[30] c. T h e  I n v e s t i g a t o r  w i l l  e v a l u a t e  the r e s p o n s e s  and decide:

(1) to i n v e s t i g a t e  further, or

(2) to close:

(a) c o m p l e t e  the i n v e s t i g a t i v e  r e p o r t  for the file;

(b) s u m m a r iz e  the c o m p l a i n t  for:

1 the w e e k l y  r e p o r t  to the D i r e c t o r ;

2 the r e p o r t  for the n e x t  C o m m i s s i o n  meeting.

3. I n v e s t i g a t i o n :

[45] a. W r i t e  a *work p l a n  to d e t a i l  the w o r k  r e q u i r e d  to c o m p l e t e  the

i n v e s t i g a t i o n  and w h e n  the w o r k  w i l l  b e  a c c o m p l i s h e d .  T h e  w o r k  p l a n  

w i l l  be r e v i e w e d  b y  the E x e c u t i v e  D i r e c t o r .

[90] b. I n t e r v i e w  w i t n e s s e s .

[90] c. I d e n t i f y  n e e d e d  a d d i t i o n a l  d o c u m e n t a t i o n  and o b t a i n  it.

d. R e c o r d  c o n t a c t s  an d  o t h e r  w o r k  d o n e  o n  the c o m p l a i n t  o n  the c o n t a c t  

r e c o r d  s h e e t  inside the c o m p l a i n t  folder. T h e  time t a k e n  for that 

p a r t i c u l a r  e n t r y  will a l s o  be rec o r d e d .
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[150] a. C o m p l e t e  the I n v e s t i g a t i v e  R e p o r t .

I
[150] b. D r a f t  the a c c u s a t i o n  or s t a t e m e n t  o f  i s s u e s  for the l i c e n s e  a c t i o n  

w i t h  t h e  i n v e s t i g a t i v e  r e p o r t  as the b a s i s  for this d o c u m e n t .
•j

[150] c. S u b m i t  the draft l i c e n s e  a c t i o n  an d the i n v e s t i g a t i v e  r e p o r t ,  a l o n g  

w i t h  n e c e s s a r y  e v i d e n c e ,  to the A s s i s t a n t  A t t o r n e y  G e n e r a l  for r e v i e w  

a n d  c r i t i q u e .

[150] d. D e t e r m i n e  w h e t h e r  a l i c e n s e  a c t i o n  w i l l  be h e a r d  wit h  or w i t h o u t

A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n  a f t e r  c o n s u l t a t i o n  w i t h  uhe D i r e c t o r  

a n d  the A s s i s t a n t  A t t o r n e y  G e n e r a l .  If w i t h o u t ,  the I n v e s t i g a t o r

a n d / o r  the D i r e c t o r  w i l l  r e p r e s e n t  the C o m m i s s i o n  at the h e a r i n g .

[150] e. P r e p a r e  the final c o p y  cf the l i c e n s e  a c t i o n  d o c u m e n t .

[150] f. S e r v e  the l i c e n s e  a c t i o n  o n  the l i c e n s e e ( s )  and c o p y  to the

C o m m i s s i o n :

(1) c o m p l e t e  the a f f i d a v i t  o f  s e r v i c e ;

(2) p r o v i d e  n o t i c e  o f  d e fe n s e .

[180] (a) I f  a n o t i c e  of d e f e n s e  is no t f iled w i t h  the C o m m i s s i o n

w i t h i n  the s p e c i f i e d  f i f t e e n  days, p r e p a r e  for an u n c o n t e s t e d  h e a r i n g

at the n e x t  C o m m i s s i o n  m e e t i n g .

[180] (b) I f  a n o t i c e  of d e f e n s e  is filed, c o p y  the l i c e n s e  action,

w i t h  n o t i c e ( s )  of d e f e n s e ,  to the a p p r o p r i a t e  H e a r i n g  E x a m i n e r .

[180] (c) I f  an e n t r y  of a p p e a r a n c e  is filed at any t i m e  b y  an

a t t o r n e y ,  c o p y  the c o m p l e t e  f i l e  to th e  A s s i s t a n t  A t t o r n e y  G e n e r a l  w h o  

m a y  d e c i d e  to e n t e r  the c a s e  if n o t  a l r e a d y  i n v o l v e d .

g. P r o v i d e  r e q u i r e d  a s s i s t a n c e  to t h e  H e a r i n g  E x a m i n e r  a n d / o r  the 

A s s i s t a n t  A t t o r n e y  G e n e r a l  to a r r a n g e  for a n d c o n d u c t  the p r e - h e a r i n g  

c o n f e r e n c e  a n d h e aring.

5. C o m m i s s i o n  m e e t in g :

a. A f t e r  he a r i n g ,  c o p y  the p r o p o s e d  d e c i s i o n  to all p a r t i e s ,  to the 

C o m m i s s i o n e r s  and to the L i e u t e n a n t  G o v e r n o r .

b. E n s u r e  that the a d o p t i o n  o r d e r  is s i g n e d  b y  the C h a i r m a n .

6. P o s t - m e e t i n g :

a. C o p y  all p a r ti e s  w i t h  the a d o p t e d  d e c i s i o n  by c e r t i f i e d  mail. 

I n c l u d e  a r e c o n s i d e r a t i o n  r e q u e s t  f o r m  to t h e  l i c e n s e e  if the d e c i s i o n  was 

to s u s p e n d  or revoke;

b. N o t i f y  e a c h  c o m p l a i n a n t  of c o m p l a i n t  c lo s u r e ;

c. P u b l i s h  the d e c i s i o n  r e s u l t s  in the l i c e n s e e ' s  local n e w s p a p e r  

t h i r ty  day s  a f t e r  s e r v i c e  of the a d o p t e d  d e c i s i o n  to the l i c e n s e e  (and 

c o u n s e l )  if th e r e  has b e e n  n o  r e q u e s t  for r e c o n s i d e r a t i o n  g r a n t e d  b y  the

C o m m i s s i o n  a n d / o r  appeal to the S u p e r i o r  C o u r t .
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7. S to p  Orde r s :

a. W h e n  a s t o p  o r d e r  is needed, c o o r d i n a t e  s e r v i c e  w i t h  the C o m m i s­

sion. T h e  C o m m i s s i o n  w i l l  b e  g i v e n  a b r i e f  e x p l a n a t i o n  of the n e e d  for 

the s u b p o e n a ;  this w i l l  be a w r i t t e n  s t a t e m e n t  so that all m e m b e r s  r e c e i v e  

the s ame i n f o r m a t i o n .  T h e  sto p  o r d e r  m a y  be s e r v e d  w i t h  a p p r o v a l  of a 

m a j o r i t y  of the .Commission. A n y  C o m m i s s i o n e r  not c o n t a c t e d  d i r e c t l y  wil l  

be i n f o r m e d  b y  te legram.

b. T h e  I n v e s t i g a t o r  w i l l  d r a f t  the s t o p  o r d e r  and h a v e  the A s s i s t a n t  

A t t o r n e y  G e n e r a l  r e v i e w  it for c o m p l e t e n e s s  an d p r o p r i e t y .

c. T h e  st o p  o r d e r  m a y  be s e r v e d  b y  c e r t i f i e d  m a i l  or in p e r s o n  by the 

I n v e s t i g a t o r .  I f  in person, the I n v e s t i g a t o r  w i l l  m a k e  s u r e  that the 

s u b j e c t ( s )  u n d e r s t a n d  that it is a d e f i n i t e  o r d e r  f r o m  the C o m m i s s i o n  to 

stop the i d e n t i f i e d  a c t iv i t y ,  and that to c o n t i n u e  is a v i o l a t i o n  w h i c h  

co u l d  r e s u l t  in a f u r t h e r  charge.

d. F o l l o w i n g  s e rvice, the I n v e s t i g a t o r  w i l l  c o m p l e t e  an a f f i d a v i t  of 

service.

e. If a n o t i c e  of d e f e n s e  is filed, a c o p y  of the stop order, w i t h  the 

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

A t t o r n e y  G e n e r a l ' s  o f f i c e  as s o o n  as p o s s i b l e  to c o m p l y  w i t h  the 

r e q u i r e m e n t  that h e a r i n g s  be s c h e d u l e d  w i t h i n  t h i r t y  days.

f. If th e  s u b j e c t  c o n t i n u e s  to o p e r a t e  a f t e r  s e r v i c e  of the s top 

order, the I n v e s t i g a t o r  w i l l  n o t i f y  the A t t o r n e y  G e n e r a l ' s  o f f i c e  to 

e n f o r c e  the order.

8. S u b p o e n a e :

a. W h e n  a s u b p o e n a  is n e ed e d ,  the I n v e s t i g a t o r  wi l l  p oll the C o m m i s­

sion for a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  b e  g i v e n  a b r i e f  e x p l a n a t i o n  of 

the n e e d  for the s u b poena; this w i l l  be  a w r i t t e n  s t a t e m e n t  so. t hat all 

m e m b e r s  r e c e i v e  the s a m e  i n f o r m a t i o n .  A  m a j o r i t y  of the C o m m i s s i o n  m u s t  

a p p r o v e  service. A n y  C o m m i s s i o n e r  not c o n t a c t e d  d i r e c t l y  w i l l  be i n f o r m e d  

b y  telegram.

b. S e r v i c e  m a y  be b y  m a i l  or in pers o n .  A n  a f f i d a v i t  of s e r v i c e  w i l l  

be c o m p l e t ed .

c. If the r e c i p i e n t  of the s u b p o e n a  does not comply, the I n v e s t i g a t o r  

w i l l  c o n t a c t  the A t t o r n e y  G e n e r a l ' s  o f f i c e  to r e q u e s t  e n f o r c e m e n t .  T h e  

I n v e s t i g a t o r  w i l l  p r o v i d e  a n y  a s s i s t a n c e  that m a y  be r e q u e s t e d  b y  the 

A s s i s t a n t  A t t o r n e y  G.eneral.
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a. T h e  C o m p l a i n t s  C l e r k  will, w i t h i n  two days of r e ceipt:

(1) log in the c o m p l a i n t  w i t h  a s s i g n m e n t  o f  a c o m p l a i n t  number;

(2) e s t a b l i s h  a- c o m p l a i n t  fil e  to include:

•(a) a p r o c e d u r a l  chec k li s t ;

(b) a c o n t a c t  r e c o r d  sheet;

(3) f o r w a r d  the file to the I n v e s t i g a t o r .

b. T h e  I n v e s t i g a t o r  will, w i t h i n  o n e to t h r e e  d ays of receipt:

(1) a s s i g n  p r i o r i t y  and v i o l a t i o n  type c l a s s i f i c a t i o n s ;

(2) list the l i c e n s e e s  to b e  c o n t a c t e d  for r e s p o n s e  to the compl a in t ;

( 3 )  i n i t i a t e  an i n v e s t i g a t i v e  r e p o r t  as d e s c r i b e d  in p a r a g r a p h  2a.

(4) r e t u r n  the f i l e  to the C o m p l a i n t s  C l e r k  to sen d  t e n - d a y  letters.

c. T h e  C o m p l a i n t s  C l e r k  w i l l  s en d  a t e n - d a y  l e t t e r  to all i d e n t i f i e d  

l i c e n se e s .  T h e  l e t t e r  w i l l  i n c l u d e  a cop y  of the c o m p l a i n t  an d  c o p i e s  of 

s u p p o r t i n g  d o c u m e n t a t i o n  w h i c h  are n e c e s s a r y  to u n d e r s t a n d  the c o m p l a i n t  and 

w h i c h  the l i c e n s e e  w o u l d  n o t  a l r e a d y  h ave.

d. R e s p o n d e n t s  to r e c e i v e  ten- d a y  l e t t e r s  for a s u r e t y  c l a i m  w i l l  b e  the

s a m e  as t h o s e  for the p a r a l l e l  l i c e n s e  c o m pl a i n t .

2. C o m p l a i n t  E v a l u a t i o n :

a. F o r  e a c h  c o m p l a i n t ,  the I n v e s t i g a t o r  w i l l  i n i t i a t e  an i n v e s t i g a t i v e  

r epor t .  T h i s  r e p o r t  w i l l  s e r v e  as the b a s i s  for  the d e c i s i o n  to c l o s e  o r  

p r o c e e d  to h e a r i n g .  It w i l l  i n c l u d e  i n f o r m a t i o n  as to cont a c t s ,  i n f o r m a t i o n

s o u rces, i n f o r m a t i o n  a n d  c o n c l u s i o n s .  A t  the start, this r e p o r t  w i l l  i i s t  the:

(1) a l l e g a t i o n ( s )  of the c o m p l a i n a n t ;

(2) v i o l a t i o n s  that a p p e a r  to be p re s e n t ;

( 3 )  e v i d e n c e  that s u p p o r t s  the a l l e g a t i o n s );

(4) p r o b a b l e  o u t c o m e  of the co m p l a i n t .

b. T h e  r e s p o n s e s  to t e n - d a y  lett e r s  s h o u l d  be r e c e i v e d  w i t h i n  t h i r t y  days 

of the c o m p l a i n t  f i l i n g  date. If a r e s p o n d e n t  fails to respond, a seco n d ,  

c e r t i f i e d ,  n o t i c e  of c o m p l a i n t  wil l  be sent. If the r e s p o n d e n t  st i l l  fails to 

r e s p on d ,  a s u b p o e n a  w i l l  be served a c c o r d i n g  to p r o c e d u r e s  in p a r a g r a p h  8.

c. U p o n  r e c e i p t  of the r e s p o n s e ( s )  to the t e n - d a y  l e tter(s), the I n v e s t i­

g a t o r  wi l l  r e e v a l u a t e  the c o m p l a i n t .  F o l l o w i n g  this r e e v a l u a t i o n ,  there w i l l  

be a d e c i s i o n  to c l o s e  the c o m p l a i n t  w i t h o u t  a c t i o n  or to i n v e s t i g a t e  further.

d. I f  the d e c i s i o n  is to close, the I n v e s t i g a t o r  w i l l  s u m m a r i z e  the e v e n t s  

of the c o m p l a i n t ,  w i t h o u t  names, and s p e c i f y  the r e a s o n  for closu r e .  T h e  sum­

m a r y  wi l l  b e  i n c l u d e d  in the w e e k l y  r e p o r t  to the D i r e c t o r  and in the I n v e s t i­

gator's R e p o r t  to the C o m m i s s i o n  at the next m e e t i n g .  T h e  i n v e s t i g a t i v e  re­

port will be c o m p l e t e d  w i t h  an e x p l a n a t i o n  of the r e a s o n s  for c l o s u r e  an d  w i l l  

be i nc l u d e d  in the c o m p l a i n t  file. T h e  c o m p l a i n t  file w i l l  then go to the 

C o m p l a i n t s  C l e r k  for c l o s u r e  l e t t er s  to be s en t  to the p a r t i es .  T h e  c o m p l a i n t  

is c o n s i d e r e d  c l o s e d  at this time u n le s s  n e w  i n f o r m a t i o n  or a C o m m i s s i o n  

r e q u e s t  c a u s e  it to be reo p e n ed .
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e. A n  u n q u a l i f i e d  l i c e n s e  a p p l i c a n t  w i l l  no t  r e c e i v e  a t e n - d a y  l e t t e r  

T h e  c a s e  w i l l  go i m m e d i a t e l y  to the s t a t e m e n t  of i s s u e s  s t a g e  in p a r a g r a p h  4

A n  i n v e s t i g a t i v e  r e p o r t  as s p e c i f i e d  in p a r a g r a p h  lc w i l l  be initi a t e d.

3. I n v e s t i g a t i o n :  W i t h  the d e c i s i o n  to i n v e s t i g a t e  further, the i n v e s t i g a­

tive r e p o r t  d r a f t  to dat.6 w i l l  s e r v e  as the basis for the i n v e s t i g a t i o n .

e l e m e n t s  of that w o r k  w i l l  be a c c o m p l i s h e d .

(1) T h e  w o r k  p l a n  is d u e  w i t h i n  f o r t y - f i v e  day s of the c o m p l a i n t  date.

(2) T h e  w o r k  p l a n  will be r e v i e w e d  b y  the E x e c u t i v e  D i r e c t o r .

b. I n t e r v i e w  w i t n e s s e s .

c. I d e n t i f y  n e e d e d  a d d i t i o n a l  d o c u m e n t a t i o n  and o b t a i n  it.

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

e. R e c o r d  c o n t a c t s  a n d  o t h e r  w o r k  don e  on the co m p l a i n t  o n  the c o n t a ct  

r e c o r d  sheef i n s i d e  the c o m p l a i n t  folder. T h e  time t a k e n for that p a r t i c u l a r  

e n t r y  w i l l  a l s o  be r e c o r d e d .

f. T h e  i n v e s t i g a t i o n  w i l l  be c o m p l e t e d  w i t h i n  n i n e t y  days of c o m p l a i n t  

r e c eipt. By that time, the I n v e s t i g a t o r  w i l l  d e t e r m i n e  w h e t h e r  the c o m p l a i n t  

s h o u l d  be t a k e n  to h e a r i n g  or closed. T h e  p r o c e d u r e s  as o u t l i n e d  in p a r a g r a p h  

If w i l l  b e  u s e d  w h e n e v e r  the c o m p l a i n t  is to be c l o s e d  w i t h o u t  action.

4. H e a r i n g :  the I n v e s t i g a t o r  will:

a. C o m p l e t e  the i n v e s t i g a t i v e  report.

b. D r a f t  the a c c u s a t i o n  or s t a t e m e n t  of issues for the l i c e n s e  action.

T h e  i n v e s t i g a t i v e  r e p o r t  w i l l  s e r v e  as the b a s i s  for this d o c u m e n t .

c. S u b m i t  the d r a f t l i c e n se  a c t i o n  to the A s s i s t a n t  A t t o r n e y  G e n e r a l  for

revi e w .  T h e  i n v e s t i g a t i v e  r e p o r t  and s u p p o r t i n g  e v i d e n c e  wil l  be p r o v i d e d  to 

the A s s i s t a n t  A t t o r n e y  G e n e r a l  at the same time for this review.

d. D e t e r m i n e  w h e t h e r  a lice n s e  a c t i o n  w i l l  b e  h e a r d  w i t h  or w i t h o u t

A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n  after c o n s u l t a t i o n  w i t h  the D i r e c t o r  and the

A s s i s t a n t  A t t o r n e y  G e n e r a l .  If w i t h o ut ,  the I n v e s t i g a t o r  a n d / o r  the D i r e c t o r

w i l l  r e p r e s e n t  the C p m m i s s i o n  at the he a r i n g .

e. P r e p a r e  the final c o p y  of the l i c e n s e  a c t i o n  d o c u m e n t .

f. S er v e  the licensfe action. S e r v i c e  can b e  in p e r s o n  or by c e r t i f i e d

m a i l  to the last r e g i s t e r e d  a d d r e s s  of the licensee.

(1) P r o v i d e  n o t i c e  of defense.

a. A w o r k  p l a n  w i l l  be w r i t t e n  b y  the I n v e s t i g a t o r  w h i c h  w i l l  d e t a i l  wha t  

w o r k  r e m a i n s  to be ■' don e  to c o m p l e t e  the i n v e s t i g a t i o n  and w h e n  the v a - i o u s

(2) C o m p l e t e  the a f f i d a v i t  of service.

g. N o t i c e  o f  D e f ense:

(1) If a n o t i c e  of d e f e n s e  is no t  filed w i t h  the C o m m i s s i o n  w i t h i n  the 

s p e c i f i e d  f i f t e e n  days, p r e p a r e  for an u n c o n t e s t e d  h e a r i n g  at the n ext
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C o m m i s s i o n  m e e t i n g  as s p e c i f i e d  in p a r a g r a p h  4j.

(2) W i t h  a n o t i c e  of d e f e n s e :

(a) a s s i g n  the c a s e  to a H e a r i n g  E x a m i n e r ;

(b) c o p y  the a c c u s a t i o n / s t a t e m e n t  of issues, w i t h  n o t i c e ( s )  of

d e f e n s e ,  to the H e a r i n g  E x a m i n e r .  >

(c) c o p y  t h ej l i c e n s e  acti on ,  w i t h  n o t i c e ( s )  of d e f e n s e ,  the

i n v e ' t i g a t i v e  r e p o r t  a n d  full d o c u m e n t a t i o n ,  to the A s s i s t a n t  A t t o r n e y  G e n e r a l  

if t.. . c a s d . i s  to b e / h e a r d  w i t h ' A t t o r n e y  G e n e r a l  p a r t i c i p a t i o n .

(3) T h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  w i l l  b e  i n f o r m e d  o f  eac h  i n s t a n c e

w h e r e  an a t t o r n e y  f iles an e n t r y  of a p p e a r a n c e  and w i l l  h a v e  the o p t i o n  to

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

alone. If the A s s i s t a n t  A t t o r n e y  G e n e r a l  d e c i d e s  to e n t e r  the case, c o p y  the

e n t i r e  file to the A t t o r n e y  G e n e r a l ' s  office.

h. C o p y  the s e r v e d  a c c u s a t i o n / s t a t e m e n t  o f  issues to the C o m m i s s i o n .

i. P r o v i d e  w h a t e v e r  a s s i s t a n c e  is r e q u i r e d  b y  e i t h e r  the H e a r i n g  E x a m i n e r

or the A s s i s t a n t  A t t o r n e y  G e n e r a l  to a r r a n g e  for and c o n d u c t  the p r e - h e a r i n g

c o n f e r e n c e  and h e a r i n g .

5. C o m m i s s i o n  m e e t i n g :

a. U p o n  r e c e i p t  of t h e . p r o p o s e d  d e c i s i o n  a f t e r  h e a r i n g ,  p r o v i d e  c o p i e s  to 

th e  p a r t i e s,  all C o m m i s s i o n e r s  and to the L i e u t e n a n t  G o v e r n o r .

b. O n c e  de c i d e d ,  e n s u r e  that the a d o p t i o n  o r d e r  is s i g n e d  b y  the C h a i r m a n .

c. P r o v i d e  co p i e s o f  the c l o s e d  c o m p l a i n t  s u m m a r i e s  for r e v i e w  b y  the

C o m m i s s i o n .

d. x\n u n c o n t e s t e d  h e a r i n g  w i l l  h a v e  n e i t h e r  a H e a r i n g  E x a m i n e r  n o r  an

A s s i s t a n t  A t t o r n e y  G e n e r a l  p r e s e n t .  T h e  I n v e s t i g a t o r  w i l l  p r e s e n t  the c a s e  to 

the C o m m i s s i o n  at the m e e t i n g  as if the m a t t e r  w e r e  c o n t e s t e d .  E a c h  C o m m i s­

sion e r  wi l l  be p r o v i d e d  w i t h  a full c opy of the i n v e s t i g a t i v e  r e p o r t  and

e v i d e n c e  that s u p p o r t s  the a c c u s a t i o n  or s t a t e m e n t  of issues.

6. P o s t - m e e t i n g :

a. C o p y  all p a r t i e s  w i t h  the a d o p t e d  d e c i s i o n  in the l i c e n s e  a c t i o n  by 

c e r t i f i e d  mail. I n c l u d e  a r e c o n s i d e r a t i o n  r e q u e s t  f o r m  to the r e s p o n d e n t  if 

the d e c i s i o n  was to r e v o k e,  s u s p e n d  or deny.

b. N o t i f y  eac h  c o m p l a i n a n t  of c o m p l a i n t  closure.

c. P u b l i s h  the d e c i s i o n  in the l i c e n s e e ' s  local n e w s p a p e r  on t hree 

s u c c e s s i v e  w e e k e n d s  t h i r t y  d a y s  a f t e r  s e r v i c e  o f the a d o p t e d  d e c i s i o n  to the 

r e s p o n d e n t  (and c o u n s e l )  if t here ha s  b e e n  n o  g r a n t e d  r e c o n s i d e r a t i o n  r e q u e s t  

b y  the C o m m i s s i o n  a n d / o r  a p p e a l  to the S u p e r i o r  Co u r t .  P u b l i c a t i o n  c a n  be 

i m m e d i a t e  in u n c o n t e s t e d  cases.

7. Stop Orders:

a. W h e n  a s t o p  o r d e r  is n e e d e d ,  the I n v e s t i g a t o r  w i l l  p oll the C o m m i s­

sion for a p p r o v a l .  T h e  C o m m i s s i o n  w i l l  be g i v e n  a b r i e f  e x p l a n a t i o n  of  the
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need for the stop order; this will be a written statement so that all members 

receive the same information. A  majority of the Com m i s s i o n  must approve 

service. Any Commissioner not contacted directly will be informed by telegram.

b. T he Investigator will draft the stop order and take it to the- A t t o r n e y  

General's office for reyiew. The Investigator will also ask the coordinating 

Assistant Attorney General to review enforcement procedures available should 

the subject(s) of the .stop order refuse to abide by it.
/

c. 7„’he stop order may be served by certified mail or in person by the 

Investigator. U p o n  service of the stop order, the Investigator will mak e  sure 

that the subject(s) understand that it is a definite order from the Commission 

to stop the identified activity, and that to continue is a violation which 

could result in a further charge.

d. An affidavit of service will be completed.

e. A  copy of the stop order, with supporting d o c u m entation and the 

investigative report, will be provided to the Attorney Gene r a l ' s  office if a 

notice of defense is filed. This will be done as soon as possible after 

receipt to comply with the requirement that hearings in such matters be 

scheduled within thirty days.

f. If the subject continues to operate without licensure after service of 

the stop order, the Investigator will notify the A t t o r n e y  General's office to 

enforce the order.

8. Subpoenae:

a. Whe n  a subpoena is needed, the Investigator will poll the Commission 

for approval. The Commission will be given a brief explanation of the need 

for the subpoena; this will be a w r i t t e n  statement so that all members receive 

the same information. A  majority of the Commission must approve service. A n y  

Commissioner not contacted directly will be informed by telegram.

b. Service may be by mail or in person. An A f fidavit of Service will be 
c o m p l e t e d .

c. If the recipient of the subpoena does not comply, the Investigator will 
contact the Attorney General's office by m e m o randum to request enforcement. 

The Investigator will provide any assistance that may be requested by the 

Assistant Attorney General.

0007K/8 Mk IV 102985
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A— AREC R--Kespondent's C— Complainant's

Salesperson
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OFFICE OF TH E G O V E R N O R

OFFICE OF MANAGEMENT AND BUDGET

DIVISION OF MANAGEMENT

POUCH AM
JUNEAU. ALASKA 998f t  
PHONE: (907) 465-3568

D e c e m b e r  11, 19C4

Mr. J o h n  T. S h i v e l y  
C h i e f  of S t a f f  
O f f i c e  of t h e  G o v e r n o r  
P o u c h  A
J u n e a u ,  A K  9 9 8 1 1  

D e a r  Mr. S h i v e l y :

W e  a r e  p l e a s e d  to s u b m i t  o u r  M a n a g e m e n t  A u d i t  R e p o r t  on 
t h e  A l a s k a  R e a l  E s t a t e  C o m m ' s s i o n  (AREC). T h e  a u d i t  w a s  
r e q u e s t e d  b y  B a r b a r a  H i ll , A R E C  C h a i r m a n .

T h i s  r e p o r t  p r o v i d e s  s p e c i f i c  r e c o m m e n d a t i o n s  fo r  
i m p r o v i n g  t h e  C o m m i s s i o n ' s  l i c e n s i n g ,  l i c e n s e  c o m p l a i n t ,  
a n d  s u r e t y  f u n d  c l a i m  o p e r a t i o n s .  T h i s  r e p o r t  a l s o  
i d e n t i f i e s  t h e  n e e d  fo r i m p r o v i n g  t he  C o m m i s s i o n ' s  c u r r e n t  
o f f i c e  a u t o m a t i o n  a n d  i n t e r n a l  m a n a g e m e n t  c o n t r o l .

A R E C  is p r e s e n t l y  t a k i n g  a c t i o n  t o  i m p r o v e  its o p e r a t i o n s  
b a s e d  o n  o u r  r e c o m m e n d a t i o n s .  A n  i m p l e m e n t a t i o n  p r o j e c t ,  
u n d e r  th e d i r e c t i o n  o f  A R E C  C o m m i s s i o n e r  D a v e  R i b a c c h i ,  
s h o u l d  be c o m p l e t e d  b y  S e p t e m b e r  1985.

S i n c e r e l y ,

F r a n k  M. W h e e l e r  
A s s o c i a t e  D i r e c t o r

E n c l o s u r e

c c / e n c :  C a r o l  D e r f n e r ,  S p e c i a l  S t a f f  A s s i s t a n t
O f f i c e  o f  t h e  G o v e r n o r

L o i s  C o o k ,  D i r e c t o r  
D i v i s i o n  o f  A d m i n i s t r a t i v e  S e r v i c e s  
D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t

B a r b a r a  H i l l ,  C h a i r m a n  

A l a s k a  R e a l  E s t a t e  C o m m i s s i o n
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S U M M A R Y

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) r e g u l a t e s  t h e  S t a t e ' s  
r e a l  e s t a t e  p r o f e s s i o n  b y  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  a n d  h o l d i n g  
h e a r i n g s  to s u s p e n d  o r  r e v o k e  lic en se s.  A R E C  is a l s o  
r e s p o n s i b l e  for  a d j u d i c a t i n g  s u r e t y  fun d c l a i m s  f r o m  v i c t i m s  o f  
f r a u d ,  deceit, m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  of t r u s t  f u n d s  
by l i c en se e s .

A t  t he  r e g u e s t  o f  A R E C  C h a i r m a n  B a r b a r a  H i l l ,  t he  O f f i c e  o f  
M a n a g e m e n t  a n d  E u d g e t  (OMB) c o n d u c t e d  a m a n a g e m e n t  a u d i t  o f  
A R E C .  T h i s r e p o r t  s h o w s  t h a t  A R E C  c o u l d  i m p r o v e  it s  l i c e n s i n g ,  
l i c e n s e  c o m p l a i n t ,  a n d  s u r e t y  f u n d  c l a i m  o p e r a t i o n s .  T h e  r e p o r t  
a l s o  i d e n t i f i e s  t h e  n e e d  f o r  i m p r o v i n g  the C o m m i s s i o n ' s  c u r r e n t  
o f f i c e  a u t o m a t i o n  a n d  i n t e r n a l  m a n a g e m e n t  c o n t r o l .

L I C E N S I N G

A R E C  c o u l d  i m p r o v e  i t s  l i c e n s i n g  o p e r a t i o n s  by:

V e r i f y i n g  t h a t  l i c e n s e  c a n d i d a t e s  h a v e  p a s s e d  t h e  
l i c e n s i n g  e x a m i n a t i o n  b e f o r e  i s s u i n g  l i c e n s e s ;

P r o r a t i n g  i n i t i a l  l i c e n s e  f e e s  w i t h i n  t h e  l i c e n s i n g  
b i e n n i u m ;

E s t a b l i s h i n g  the l i c e n s e  r e n e w a l  d a t e  a s  t h e  f i r s t  o f  
the m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ;

U s i n g  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e  as a 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e ;

U p d a t i n g  t h e  l i c e n s e e  r e g i s t e r ;

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

I d e n t i f y i n g  l i c e n s e e s  w i t h  la p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .

i
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L I C E N S E  C O M P L A I N T S

A R E C  c o u l d  i m p r o v e  it s  l i c e n s e  c o m p l a i n t  o p e r a t i o n s  by:

E s t a b l i s h i n g  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  for 
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s ;

R e - e v a l u a t i n g  th e i n v e s t i g a t o r  p o s i t i o n ;

D i s c o n t i n u i n g  to c l o s e  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e "  
and e s t a b l i s h i n g  a n  a d m i n i s t r a t i v e  c l o s u r e  p r o c e s s ;

P r o v i d i n g  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i t h  c l o s u r e  
let te rs  i m m e d i a t e l y  f o l l o w i n g  c o m p l a i n t  c l o s u r e s ;  a n d

R e v i s i n g  t h e  l i c e n s e  e n t i t l e m e n t  s t a t u t e  t o  r e a d  
" E l i g i b i l i t y  for L i c e n s e "  a n d  i n c l u d i n g  a p r o v i s i o n  
that l i c e n s e e s  w i l l  l o s e  t h e i r  e l i g i b i l i t y  for all  
l i c e n s e s  u p o n  l i c e n s e  r e v o c a t i o n .

S U R E T Y  FU ND  C L A I M S

A R E C  c o u l d  i m p r o v e  i t s  s u r e t y  f u n d  c l a i m  o p e r a t i o n s  by:

E s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e  f o r  t h e  R e a l  
E st ate  S u r e t y  F u n d  i n s t e a d  o f  the c u r r e n t  m a x i m u m  f u n d  
b a l a n c e ;

C o m b i n i n g  l i c e n s e  a c t i o n  a n d  s u r e t y  f u n d  c l a i m  
h e a r i n g s ;

R e d u c i n g  th e  c u r r e n t  $ 2 5 0  fi lin g f e e  to a m o r e  
r e a s o n a b l e  a m o u n t ,  s u c h  as $50, or d i s c o n t i n u i n g  th e  
fee if s u r e t y  f u n d  c l a i m s  a r e  i n c l u d e d  w i t h  l i c e n s e  
c o m p l a i n t s ;

R e - e v a l u a t i n g  t h e  s t a f f  ..earing o f f i c e r  p o s i t i o n ;

P r o c e e d i n g  to r e c o v e r  p a i d  c l a i m s  a n d  h e a r i n g  c o s t s  
from l i c e n s e e s ;  a n d

R e t u r n i n g  t h e  t w o  $ 1 0 , 0 0 0  w a r r a n t s  f o u n d  i n  C o m m i s s i o n  
files t o  t h e  S t a t e  t r e a s u r y .

ii
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O F F I C E  A U T O M A T I O N

A R E C  c o u l d  i m p r o v e  it s o p e r a t i o n s  by:

R e p l a c i n g  th e  c u r r e n t  W a n g  w o r d  p r o c e s s i n g  s y s t e m  w i t h  
a c o m p u t e r  s y s t e m ,  s u c h  as a W a n g  VS  S y s t e m  80 if it 
m e e t s  n e e d s ;  a n d

C o n s i d e r i n g  t o  r e p l a c e  t h e  c u r r e n t  d a i s y - w h e e l  p r i n t e r  
w i t h  a h i g h e r  s p e e d  p r i n t e r .

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

A R E C  c o u l d  i m p r o v e  i t s  o p e r a t i o n s  by:

E s t a b l i s h i n g  s t a n d a r d  p o l i c i e s  a n d  o p e r a t i n g  
p r o c e d u r e s ;  a n d

D e l e g a t i n g  a u t h o r i t y  in w r i t i n g  to i ts  s t a f f .

O T H E R  I S S U E S

O t h e r  i s s u e s  w h i c h  s h o u l d  be a d d r e s s e d  b y  A R E C  i n c l u d e :

E n s u r i n g  t h e  c o n f i d e n t i a l i t y  of o p e n  i n v e s t i g a t i v e  
files;

C o n d u c t i n g  a u d i t s  o f  b r o k e r  t r u s t  a c c o u n t s ;

D e v e l o p i n g  a n  o p e r a t i o n s  m a n u a l  for c o m m i s s i o n e r s ;  a n d

F o r m i n g  p o i n t  c o m m i t t e e s  b e t w e e n  A R E C  a n d  th e A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  to s t u d y  a r e a s  of c o m m o n  
c o n c e r n .

G E N C Y  C O M M E N T S

B a s e d  o n  th e r e c o m m e n d a t i o n s  in o u r  d r a f t  r e p o r t ,  A R E C  is t a k i n g  
a c t i o n  t o  i m p r o v e  i ts  o p e r a t i o n s .  A R E C  C o m m i s s i o n e r  D a v e  
R i b a c c h i  h as  b e e n  a p p o i n t e d  p r o j e c t  m a n a g e r  to c o o r d i n a t e  t h e  
C o m m i s s i o n ' s  i m p l e m e n t a t i o n  o f  o u r  r e c o m m e n d a t i o n s .  D u r i n g  t h e  
i m p l e m e n t a t i o n  p r o j e c t ,  C o m m i s s i o n e r  R i b a c c h i  w i l l  u t i l i z e  j o i n t  
c o m m i t t e e s  b e t w e e n  A R E C  a n d  t h e  A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s .  
S e n i o r  O M B  A n a l y s t  G r e g  M o y e r ,  w h o  c o n d u c t e d  t h e  m a n a g e m e n t  

a u d i t ,  w i l l  a s s i s t  C o m m i s s i o n e r  R i b a c c h i  a n d  the j o i n t  
c o m m i t t e e s .



I N T R O D U C T I O N

T h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n  (AREC) w a s  e s t a b l i s h e d  in 19 64  
to r e g u l a t e  th e S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  A R E C  r e g u l a t o r y  
r e s p o n s i b i l i t i e s  i n c l u d e :

e x a m i n i n g  p r o s p e c t i v e  r e a l  e s t a t e  l i c e n s e e s ;

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

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

h o l d i n g  h e a r i n g s  to  s u s p e n d  o r  r e v o k e  l i c e n s e s  o f  r e a l  
e s t a t e  a g e n t s  w h o  v i o l a t e  s t a t u t e s  or  r e g u l a t i o n s .

A R E C  is a l s o  a u t h o r i z e d  to c o n d u c t  e d u c a t i o n a l  c l i n i c s  o r  
s e m i n a r s  f o r  the p u r p o s e  o f  r a i s i n g  t h e  s t a n d a r d s  o f  t h e  r e a l  
e s t a t e  i n d u s t r y  a n d  t h e  c o m p e t e n c y  o f  l i c e n s e e s .

L I C E N S E E S

T h e r e  a r e  c u r r e n t l y  a t o t a l  o f  a b o u t  5 , 5 0 0  l i c e n s e d  r e a l  e s t a t e  
a g e n t s  in A l a s k a .  Of t h i s  to t a l ,  a p p r o x i m a t e l y  3 , 9 0 0  a r e  
a c t i v e l y  e m p l o y e d  as r e a l  e s t a t e  a g e n t s ,  600 a r e  i n a c t i v e ,  a n d  
1 , 0 0 0  a r e  l a p s e d  ( l i c e n s e s  n o t  r e n e w e d  b y  r e a l  e s t a t e  a g e n t s ) .

Of t h e  3 , 9 0 0  a c t i v e  l i c e n s e e s ,  a p p r o x i m a t e l y  1 , 4 0 0  a r e  a s s o c i a t e  
b r o k e r s  o r  b r o k e r s ,  a n d  2 , 5 0 0  a r e  s a l e s p e r s o n s .  A  b r o k e r  
d i f f e r s  f r o m  an  a s s o c i a t e  b r o k e r  in t h a t  a b r o k e r  is a n  o w n e r  o f  
a r e a l  e s t a t e  b u s i n e s s  o r  is e m p l o y e d  as a b r o k e r  b y  a 
c o r p o r a t i o n .  A n  a s s o c i a t e  b r o k e r  h a s  m e t  the s t a t u t o r y  
q u a l i f i c a t i o n s  o f  a b r o k e r ,  b u t  is e m p l o y e d  b y  a r e a l  e s t a t e  
b r o k e r .

L I C E N S E  R E Q U I R E M E N T S

F o r  a r e a l  e s t a t e  b r o k e r  o r  a s s o c i a t e  b r o k e r  l i c e n s e ,  a n  
a p p l i c a n t  m u s t  p a s s  a n  e x a m i n a t i o n ,  b e  a S t a t e  r e s i d e n t ,  h a v e  
h a d  24 m o n t h s  o f  c o n t i n u o u s  w o r k  e x p e r i e n c e  as a r e a l  e s t a t e  
s a l e s p e r s o n ,  a n d  h a v e  n o t  e n g a g e d  in c o n d u c t  d e m o n s t r a t i n g  
u n f i t n e s s  to be  a b r o k e r .

F o r  a r e a l  e s t a t e  s a l e s p e r s o n  l i c e n s e ,  a n  a p p l i c a n t  m u s t  p a s s  a n  
e x a m i n a t i o n ,  be  a r e s i d e n t  of  t h e  S t a t e ,  b e  e m p l o y e d  b y  a r e a l  
e s t a t e  b r o k e r ,  a n d  h a v e  n o 4: e n g a g e d  in c o n d u c t  d e m o n s t r a t i n g
u n f i t n e s s  to  b e  a s a l e s p e r s o n .



L I C E N S E  R E N E W A L

C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  ar e  r e n e w e d  b i e n n i a l l y  on  
th e f i r s t  o f  F e b r u a r y  i n  e v e n - n u m b e r e d  y e a r s .  L i c e n s e s  w e r e  
l a s t  r e n e w e d  o n  F e b r u a r y  1, 19 84  . T h e  n e x t  r e n e w a l  w i l l  b e  on 

F e b r u a r y  1, 1986.

L I C E N S E  F E E S

T h e  fee s c h e d u l e  for r e a l e s t a t e  l i c e n s e s  is as f o l l o w s :

L i c e n s e S u r e t y P r o c e s s T o t a l
F e e F e e  1/ Fe e F e e s

I n i t i a l  L i c e n s e

S a l e s p e r s o n  $1 00 $40 $140

A s s o c .  B r o k e r /
B r o k e r  $1 00 $ 1 2 5 $22 5

L i c e n s e  C h a n c e s

T r a n s f e r $5 $5
N a m e  c h a n g e $5 $5
A d d r e s s  c h a n g e $5 $5
I n a c t i v a t i o n $5 $5
R e a c t i v a t i o n $5 $5

R e n e w a l

A c t i v e
S a l e s p e r s o n  $1 00 $40 $140

A c t i v e  
B r o k e r  o r
A s s o c .  B r o k e r  $1 00 $ 1 2 5 $22 5

I n a c t i v e
S a l e s p e r s o n  $50  $50

I n a c t i v e  
B r o k e r  or

A s s o c .  B r o k e r  $5 0 $50

A R E C  p l a c e s  t h e s e  fe es  in t h e  R e a l  E s t a t e  S u r e t y  F u n d  tc be 
u s e d  for m a k i n g  m o n e t a r y  s e t t l e m e n t s  to  v i c t i m s  o f  fr aud , 
d e c e i t ,  i n t e n t i o n a l  m i s r e p r e s e n t a t i o n ,  a n d  c o n v e r s i o n  of  
t r u s t  f u n d s  b y  r e a l  e s t a t e  a g e n t s .
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D u r i n g  F Y  84, w h i c h  i n c l u d e d  a r e n e w a l  of a l l  l i c e n s e s ,  A R E C  
c o l l e c t e d  fe es  t o t a l i n g  a p p r o x i m a t e l y  $ 8 4 5 , 0 0 0 .  O f  t h i s  a m o u n t ,  
a b o u t  $ 2 9 2 , 0 0 0  w a s  c r e d i t e d  to 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  
a b o u t  $ 5 5 3 , 0 0 0  w a s  c r e d i t e d  to t h e  G e n e r a l  Fu nd.

A R E C  O R G A N I Z A T I O N

A R E C  c o n s i s t s  o f  s e v e n  m e m b e r s :  f i v e  r e a l  e s t a t e  b r o k e r s  o r
a s s o c i a t e  b r o k e r s ,  a n d  t w o  p u b l i c  m e m b e r s  a p p o i n t e d  by  t h e  
G o v e r n o r ,  w i t h  c o n f i r m a t i o n  of t h e  L e g i s l a t u r e .

A R E C  s t a f f  c o n s i s t s  o f  a n  e x e c u t i v e  d i r e c t o r ,  t w o  h a l f - t i m e  
h e a r i n g  o f f i c e r s ,  a n  a u d i t o r ,  a l i c e n s i n g  e x a m i n e r ,  a c l e r k  
t y p i s t ,  a n d  a s e c r e t a r y .

P U R P O S E  A N D  S C O P E

O u r  r e v i e w  w a s  c o n d u c t e d  a t  t h e  r e q u e s t  o f  B a r b a r a  H i ll , 
C h a i r m a n  of  t h e  A l a s k a  R e a l  E s t a t e  C o m m i s s i o n .  T h e  r e v i e w  h a d  
t w o  p u r p o s e s .  T h e  f i r s t  p u r p o s e  w a s  to a s s e s s  t h e  e f f e c t i v e n e s s  
a n d  e f f i c i e n c y  o f  A R E C  o p e r a t i o n s ,  s y s t e m s ,  a n d  m a n a g e m e n t  
m e t h o d s .  T h e  s e c o n d  p u r p o s e  w a s  t o  p r o v i d e  r e c o m m e n d a t i o n s  f or  
a n y  n e e d e d  i m p r o v e m e n t s  r e g a r d i n g  o p e r a t i n g  e f f i c i e n c y  a n d  
e f f e c t i v e n e s s  w h i c h  w o u l d  e n h a n c e  s e r v i c e  d e l i v e r y  o r  r e d u c e  
p r e s e n t  co s t s .

D u r i n g  o u r  r e v i e w ,  w e  p e r f o r m e d  t h e  f o l l o w i n g  steps :

R e v i e w e d  a p p l i c a b l e  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  A R E C  
p o l i c i e s  a n d  p r o c e d u r e s ;

I n t e r v i e w e d  C o m m i s s i o n  m e m b e r s  a n d  s t af f,  a n d  A l a s k a  
A s s o c i a t i o n  o f  R e a l t o r s  o f f i c i a l s ;

D o c u m e n t e d  a n d  e v a l u a t e d  th e  C o m m i s s i o n ' s  w o r k l o a d s ,  
s t a f f i n g ,  a n d  m a n a g e m e n t  m e t h o d s ;

R e v i e w e d  a n d  a n a l y z e d  c u r r e n t  A R E C  s y s t e m s  a n d  
p r o c e d u r e s  fo r  e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  
i s s u i n g  a n d  r e n e w i n g  l i c e n s e s ,  i n v e s t i g a t i n g  l i c e n s e  
v i o l a t i o n s ,  a n d  a d j u d i c a t i n g  l i c e n s e  c o m p l a i n t s  a n d  
s u r e t y  f u n d  c l a i m s ;

R e v i e w e d  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  p r o c e d u r e s  o f  
o t h e r  s t a t es ' r e a l  e s t a t e  c o m m i s s i o n s ;  a n d

A t t e n d e d  t w o  C o m m i s s i o n  m e e t i n g s  a n d  t he  N a t i o n a l  
A s s o c i a t i o n  o f  R e a l  E s t a t e  L i c e n s e  L a w  O f f i c i a l s  
(NARELLO) a n n u a l  m e e t i n g .
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L I C E N S I N G

A R E C  l i c e n s i n g  r e s p o n s i b i l i t i e s  a r e  c r i t i c a l  to r e g u l a t i n g  the 
S t a t e ' s  r e a l  e s t a t e  p r o f e s s i o n .  T h e s e  r e s p o n s i b i l i t i e s  i n c l u d e  
e x a m i n i n g  p r o s p e c t i v e  l i c e n s e e s ,  c o l l e c t i n g  l i c e n s e  fees, 
r e n e w i n g  l i c e n s e s ,  a n d  m a i n t a i n i n g  a c u r r e n t  l i c e n s e  r e g i s t e r .  
O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  it s o p e r a t i o n s  in  e a c h  
of t h e s e  a r e a s  as  d i s c u s s e d  b e l o w .

L I C E N S I N G  E X A M I N A T I O N

In A l a s k a ,  c a n d i d a t e s  f or  a r e a l  e s t a t e  l i c e n s e  m u s t  o a s s  a 
l i c e n s i n g  e x a m i n a t i o n .  C u r r e n t l y ,  a n  a v e r a g e  of 200 c a n d i d a t e s  
a m o n t h  t a k e  t h e  A l a s k a  r e a l  e s t a t e  l i c e n s i n g  e x a m i n a t i o n .  T h e  
E d u c a t i o n a l  T e s t i n g  S e r v i c e  ( E T S ) , w h i c h  is u n d e r  c o n t r a c t  to 
a d m i n i s t e r  t h e  e x a m i n a t i o n  s t a t e w i d e ,  p r o v i d e s  e a c h  c a n d i d a t e  
w h o  t a k e s  t h e  e x a m i n a t i o n  w i t h  a p a s s / f a i l  n o t i c e .  E T S  a l s o  
p r o v i d e s  A R E C  w i t h  a p a s s / f a i l  l i s t i n g  o n  m i c r o f i c h e .

C a n d i d a t e s  w h o  p a s s  t h e  l i c e n s i n g  e x a m i n a t i o n  m a y  a p p l y  to A R E C  
f o r  a r e a l  e s t a t e  l i c e n s e .  O n  t h e  l i c e n s e  a p p l i c a t i o n ,  
c a n d i d a t e s  m u s t  p r o v i d e  t h e  d a t e  t h e y  p a s s e d  t he  e x a m i n a t i o n  a n d  
th e e x a m i n a t i o n  site.  W i t h  t h i s  i n f o r m a t i o n ,  A R E C  c a n  v e r i f y  
w h e t h e r  c a n d i d a t e s  a c t u a l l y  p a s s e d  t h e  e x a m i n a t i o n  b y  c h e c k i n g  
t h e i r  n a m e s  on  th e ET S  p a s s / f a i l  l i s t i n g s .  H o w e v e r ,  o u r  r e v i e w  

f o u n d  t h a t  A R E C  h a s  b e e n  i s s u i n g  r e a l  e s t a t e  l i c e n s e s  w i t h o u t  
v e r i f y i n g  t h a t  c a n d i d a t e s  a c t u a l l y  p a s s e d  t he l i c e n s i n g  
e x a m i n a t i o n . A c c o r d i n g  t o . th e A R E C  l i c e n s e  e x a m i n e r ,  A R E C  h a s  
r e l i e d  on  i n f o r m a t i o n  p r o v i d e d  b y  c a n d i d a t e s  on  the  l i c e n s e  
a p p l i c a t i o n .

I s s u i n g  l i c e n s e s  w i t h o u t  v e r i f y i n g  e x a m i n a t i o n  r e s u l t s  d e f e a t s  
t h e  p u r p o s e  o f  e x a m i n i n g  l i c e n s e  c a n d i d a t e s .  By  n o t  v e r i f y i n g  
e x a m i n a t i o n  r e s u l t s ,  t h e r e  is a r e m o t e  p o s s i b i l i t y  t h a t  s o m e  
r e a l  e s t a t e  l i c e n s e s  h a v e  b e e n  i s s u e d  to c a n d i d a t e s  w h o  h a v e  
f a i l e d  t he  e x a m i n a t i o n  o r h a v e  n e v e r  t a k e n  the e x a m i n a t i o n .

L I C E N S E  F E E S

O u r  r e v i e w  f o u n d  t h a t  i n i t i a l  l i c e n s e  fees  w o u l d  be  m o r e  
e q u i t a b l e  if t h e  fe es  w e r e  p r o r a t e d  w i t h i n  th e  l i c e n s i n g  
b i e n n i u m . C u r r e n t l y ,  b r o k e r / a s s o c i a t e  b r o k e r  c a n d i d a t e s  a n a  
s a l e s p e r s o n  c a n d i d a t e s  m u s t  p a y  t h e  t o t a l  l i c e n s e  fe es  of $ 2 2 5  
a n d  $ 1 4 0  r e s p e c t i v e l y  w h e n  a p p l y i n g  fo r t h e i r  i n i t i a l  l i c e n s e s .  
C u r r e n t  A R E C  r e g u l a t i o n s  p r o h i b i t  p r o r a t i n g  f e e s  w i t h i n  t h e  
l i c e n s i n g  b i e n n i u m .  B y  n o t  p r o r a t i n g  fee s,  s o m e  n e w  l i c e n s e e s  
a r e  r e q u i r e d  to p a y  a n o t h e r  $ 2 2 5  o r  $ 1 4 0  in r e n e w a l  f e e s  e v e n  
t h o u g h  t h e i r  i n i t i a l  l i c e n s e s  w e r e  a p p l i e d  for an d  r e c e i v e d  a 
m o n t h  o r  tw o  p r i o r  to th e r e n e w a l  d a t e .
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If A R E C  w o u l d  p r o r a t e  i n i t i a l  l i c e n s e  fees, w e  e n v i s i o n  the f e e s  
b e i n g  p r o r a t e d  f r o m  th e f i r s t  o f  the m o n t h  f o l l o w i n g  d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  to d a t e  o f  r e n e w a l .  (The d a t e  o f
i n i t i a l  l i c e n s e  a p p l i c a t i o n  w o u l d  b e  t h e  p o s t m a r k  d a t e  if
a p p l i c a t i o n  is m a i l e d  or  A R E C  r e c e i p t  d a t e  if a p p l i c a t i o n  is
d e l i v e r e d .)

L I C E N S E  R E N E W A L

O u r  r e v i e w  f o u n d  t h a t  l i c e n s e  r e n e w a l s  c o u l d  be a c c o m p l i s h e d  
m o r e  e f f i c i e n t l y  if l i c e n s e s  w e r e  r e n e w e d  b i e n n i a l l y  b a s e d  o n
e a c h  l i c e n s e e ' s  b i r t h d a y . C u r r e n t l y ,  a l l  r e a l  e s t a t e  l i c e n s e s  
a r e  r e n e w e d  b i e n n i a l l y  o n  the f i r s t  o f  F e b r u a r y  in e v e n - n u m b e r e d  
y e a r s .  T o  r e n e w  o v e r  5 , 0 0 0  l i c e n s e s  a t t h e  s a m e  time, A R E C  m u s t  
c o m m i t  t h e  m a j o r i t y  of  its s t a f f  to  s e n d  r e n e w a l  n o t i c e s ,  o p e n  
m a i l ,  r e c e i p t  fees, r e v i e w  r e n e w a l  a p p l i c a t i o n s ,  i s s u e  l i c e n s e s ,  
a n d  u p d a t e  l i c e n s e e  d a t a .  T h e  l a t e s t  l i c e n s e  r e n e w a l  in
F e b r u a r y  1984 r e q u i r e d  s t a f f  c o m m i t m e n t  f r o m  Dec*, m b e r  198 3 to 
M a y  1984. D u r i n g  t h i s  p e r i o d ,  o t h e r  A R E C  f u n c t i o n s  s u c h  as 
i n v e s t i g a t i n g  l i c e n s e  c o m p l a i n t s ,  m o n i t o r i n g  s u r e t y  f u n d  c l a i m  
h e a r i n g s ,  a n d  p u b l i s h i n g  t h e  A R E C  n e w s l e t t e r  w e r e  d i s r u p t e d .

B y  e s t a b l i s h i n g  t h e  l i c e n s e  r e n e w a l  d a t e  as the f i r s t  of  t h e  
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  A R E C  w o u l d  h a v e  t w e l v e  
l i c e n s e  r e n e w a l s  i n s t e a d  of  one. T h i s  r e n e w a l  p r o c e s s  w o u l d  
s p r e a d  t h e  a d m i n i s t r a t i v e  w o r k l o a d  o v e r  t h e  e n t i r e  y e a r  a l l o w i n g  
t i m e  for t h e  A R E C  s t a f f  t o  p e r f o r m  its o t h e r  f u n c t i o n s  w i t h  
m i n i m a l  d i s r u p t i o n .  B o t h  t h e  A R E C  e x e c u t i v e  d i r e c t o r  a n d  
l i c e n s e  e x a m i n e r  s u p p o r t  t h i s  r e n e w a l  p r o c e s s .  In a d d i t i o n ,  
r e a l  e s t a t e  c o m m i s s i o n s  i n  I d a h o ,  O r e g o n ,  a n d  W a s h i n g t o n  h a v e
s w i t c h e d  to t h i s  r e n e w a l  p r o c e s s  to  e l i m i n a t e  th e  b u r d e n  of
r e n e w i n g  a l l  l i c e n s e s  at th e s a m e  ti me.

If A R E C  w o u l d  e s t a b l i s h  t h e  l i c e n s e  r e n e w a l  d a t e  b a s e d  o n  e a c h  
l i c e n s e e ' s  o i r t h d a y ,  w e  e n v i s i o n  a t r a n s i t i o n  r e n e w a l  in 
F e b r u a r y  1986. L i c e n s e s  w o u l d  be  r e n e w e d  f r o m  F e b r u a r y  1, 1986,  
to t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y  in 
1987. T o t a l  renev/al f e e s  ( l i c e n s e  a n d  s u r e t y  fees) w o u l d  be 
p r o r a t e d  b a s e d  on th e s c h e d u l e  s h o w n  o n  t h e  f o l l o w i n g  pa g e .



B i r t h d a y  D a t e  L i c e n s e  B r o k e r / A s s o c i a t e  B r o k e r  S a l e s p e r s o n  
M o n t h  R e n e w e d  to _______ R e n e w a l  F e e s ________  R e n e w a l  F o e s

J a n u a r y F e b r u a r y  1, 1987 $ 1 1 3 $ 70

F e b r u a r y M a r c h  1, 1987 122 76

M a r c h A p r i l  1, 1987 131 82

A p r i l M a y  1, 1987 141 88

M a y J u n e  1, 1987 150 93

J u n e J u l y  1, 1987 159 99

J u l y A u g u s t  1, 1 9 87 169 105

A u g u s t S e p t e m b e r  1, 1987 178 111

S e p t e m b e r O c t o b e r  1, 19 87 188 117

O c t o b e r N o v e m b e r  1, 1 9 87 197 123

N o v e m b e r D e c e m b e r  1, 19 87 206 128

D e c e m b e r J a n u a r y  1, 19 87 216 134

T h e  n e x t l i c e n s e  r e n e w a l  w o u l d  b e t w o  y e a r s f r o m  t h e  a b o v e  <
a n d  b i e n n i u m  r e n e w a l  f e e s  f o r  b r o k e r s / a s s o c i a t e  b r o k e r s  a n d  
s a l e s p e r s o n s  w o u l d  be $ 2 2 5  a n d  $ 1 4 0  r e s p e c t i v e l y .

L I C E N S E  C E R T I F I C A T E

F o r  l i c e n s e  r e n e w a l s  p r i o r  t o  t h e  F e b r u a r y  1984 r e n e w a l ,  A R E C  
p r o v i d e d  l i c e n s e e s  w i t h  l i c e n s e  c e r t i f i c a t e s  t h a t  w e r e  v a l i d  fo r 
o n l y  o n e  l i c e n s i n g  b i e n n i u m .  H o w e v e r ,  for t h e  F e b r u a r y  1984  
r e n e w a l ,  A R E C  p r o v i d e d  l i c e n s e e s  w i t h  c e r t i f i c a t e s  t h a t  a r e  to 
b e  v a l i d  f o r  f i v e  l i c e n s i n g  b i e n n i u m s .  E a c h  l i c e n s e  c e r t i f i c a t e  
h a s  f i v e  s p a c e s  f or  r e n e w a l  v a l i d a t i o n  s t i c k e r s .  T h i s  u s e  of 
v a l i d a t i o n  s t i c k e r s  is s i m i l a r  to t h e  s y s t e m  u s e d  f o r  m o t o r  
v e h i c l e  l i c e n s i n g .

W e  s u p p o r t  t h e  u s e  o f  v a l i d a t i o n  s t i c k e r s  i n s t e a d  of p r i n t i n g  
a n d  i s s u i n g  n e w  l i c e n s e  c e r t i f i c a t e s  at  e a c h  r e n e w a l .  H o w e v e r ,  
w e  b e l i e v e  t h e  c u r r e n t  t e n - y e a r  l i c e n s e  c e r t i f i c a t e s  c o u l d  be 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  b y  c o n t i n u i n g  to o l a c e  n e w  
v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s ^  R e a l  e s t a t e  

c o m m i s s i o n s  in M o n t a n a ,  R h o d e  I s l a n d ,  S o u t h  D a k o t a ,  a n d  
T e n n e s s e e  c u r r e n t l y  h a v e  p e r m a n e n t  l i c e n s e  c e r t i f i c a t e s  w i t h  

v a l i d a t i o n  s t i c k e r s .

j

I
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E X P I R E S
6 - 1 - 8 7

If A R E C  w o u l d  e s t a b l i s h  t he  l i c e n s e  r e n e w a l  d a t e  as th e f i r s t  of 
the m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y ,  w e  e n v i s i o n  the 
v a l i d a t i o n  s t i c k e r s  to r e a d  as s h o w n  in the e x a m p l e  b e l o w .

E X A M P L E

F o r  a l i c e n s e e  w i t h  a b i r t h d a y  on M a y  3, the  
f o l l o w i n g  v a l i d a t i o n  s t i c k e r  w o u l d  b e  s e n t  
to th e l i c e n s e e  at  th e  F e b r u a r y  1, 1986
r e n e w a l :

D u r i n g  M a y  1 9 8 7 ,  t h e  l i c e n s e  w o u l d  a g a i n  be 

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

w o u l d  be s e n t  to t h e  l i c e n s e e :

E X P I R E S

6 - 1 - 8 9

L I C E N S E E  R E G I S T E R

A R E C  is r e q u i r e d  b y  s t a t u t e  to m a i n t a i n  a c u r r e n t  r e g i s t e r  o f  
l i c e n s e s .  A R E C  c u r r e n t l y  m a i n t a i n s  a n  a l p h a b e t i c a l  r e g i s t e r  o f  
l i c e n s e e s  on  i t s  W a n g  w o r d  p r o c e s s o r .  T h e  r e g i s t e r  is k e p t  o n  
23 s e p a r a t e  s y s t e m  d o c u m e n t s  w h i c h  g r o u p  l i c e n s e e s  
a l p h a b e t i c a l l y  b y  t h e  f i r s t  l e t t e r  o f  t h e i r  l a s t  n a m e s .  F o r  
e a c h  l i c e n s e e ,  th e  r e g i s t e r  p r o v i d e s  th e  l i c e n s e e ' s  r e a l  e s t a t e  
o f f i c e  a n d  a d d r e s s ,  l i c e n s e  n u m b e r ,  a n d  l i c e n s e  e x p i r a t i o n  d a t e  
( c u r r e n t l y  J a n u a r y  31, 1986  f o r  a l l  l i c e n s e e s ) .

W e  r e v i e w e d  th e  a c c u r a c y  o f  t h e  A R E C  l i c e n s e e  r e g i s t e r  b y  
c o m p a r i n g  its c o n t e n t s  w i t h  a c u r r e n t  l i c e n s e e  r e g i s t e r  p r o v i d e d  
b y  the A n c h o r a g e  M u l t i p l e  L i s t i n g  S e r v i c e  ( M L S ) . O u r  r e v i e w  
f o u n d  i n a c c u r a c i e s  in t h e  A R E C  l i c e n s e e  r e g i s t e r . S p e c i f i c a l l y ,  

w e  f o u n d :

T he  A R E C  r e g i s t e r  d i d  n o t  a c c o u n t  for s o m e  l i c e n s e e s . 
D u r i n g  o u r  r e v i e w ,  w e  f o u n d  f i v e  l i c e n s e d  r e a l  e s t a t e  
a g e n t s  ( i n c l u d i n g  o n e  b r o k e r )  n o t  l i s t e d  on  th e

-7-
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r e g i s t e r .  E a c h  of  t h e s e  l i c e n s e e s  ar e  a c t i v e l y  
e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .

T h e  A R E C  r e g i s t e r  l i s t e d  s o m e  l i c e n s e e s  t w i c e  - or.ce 
as a c t i v e  and  o n c e  as i a o s e d .

T h e  A R E C  r e g i s t e r  d i d  not h a v e  c u r r e n t  c o m p a n y  n a m e s  
a n d  a d d r e s s e s  for s o m e  r e a l  e s t a t e  f i r m s .

C o n c e r n i n g  l i c e n s e e s  n o t  a c c o u n t e d  f or  o n  th e r e g i s t e r ,  th e A R E C  
l i c e n s i n g  e x a m i n e r  t o l d  us t h a t  h e r  p r e d e c e s s o r  f a i l e d  to e n t e r  
s o m e  l i c e n s e e s  o n  t he  r e g i s t e r  d u r i n g  th e 1982 r e n e w a l .  
S p e c i f i c a l l y ,  t h e s e  l i c e n s e e s  i n c l u d e d  s o m e  b r o k e r s  w i t h  l o w  
l i c e n s e  n u m b e r s  a n d  s o m e  l i c e n s e e s  w i t h  l i c e n s e  n u m b e r s  b e t w e e n  
7 0 0 0  a n d  7999.

L a p s e d  L i c e n s e s

T h e  A R E C  l i c e n s i n g  e x a m i n e r  e s t i m a t e s  t h a t  1 , 00 0 l i c e n s e e s  on 
th e  A R E C  l i c e n s e e  r e g i s t e r  h a v e  l a p s e d  l i c e n s e s .  G i v e n  t h e  
i n a c c u r a c i e s  f o u n d  in the A R E C  l i c e n s e e  r e g i s t e r ,  w e  a r e  
c o n c e r n e d  t h a t  s o m e  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  m a y  n o r  h a v e  
r e c e i v e d  n o t i c e s  of the  F e b r u a r y  1 9 8 4  l i c e n s e  r e n e w a l .  T h o u g h  
l i c e n s e e s  h a v e  t he r e s p o n s i b i l i t y  to r e n e w  t h e i r  l i c e n s e s  w i t h  
o r  w i t h o u t  r e n e w a l  n o t i c e s ,  w e  b e l i e v e  t h a t  A R E C  s h o u l d  m a k e  a n  
a t t e m p t  to i d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .  F o r  e x a m p l e ,  A R E C  
c o u l d  s e n d  a n o t i c e  to b r o k e r s  i n s t r u c t i n g  t h e  b r o k e r s  to v e r i f y  
t he  l i c e n s e  s t a t u s  of e a c h  a s s o c i a t e  b r o k e r  and s a l e s p e r s o n  
u n d e r  t h e i r  s u p e r v i s i o n .

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

I n  t h e  a r e a  of l i c e n s i n g ,  w e  r e c o m m e n d  t h a t  A R E C :

1. V e r i f y  t h a t  l i c e n s e  c a n d i d a t e s  h a v e  p a s s e d  t h e  
l i c e n s i n g  e x a m i n a t i o n  b e f o r e  i s s u i n g  l i c e n s e s .  It is 

o u r  u n d e r s t a n d i n g  t h a t  t h e  A R E C  l i c e n s e  e x a m i n e r  ha s  
a l r e a d y  b e e n  i n s t r u c t e d  b y  t h e  e x e c u t i v e  d i r e c t o r  to 
i m p l e m e n t  t h i s  r e c o m m e n d a t i o n .

2. P r o r a t e  i n i t i a l  l i c e n s e  f e e s  w i t h i n  t h e  l i c e n s i n g  
b i e n n i u m .

3. E s t a b l i s h  the l i c e n s e  r e n e w a l  d a t e  as the f i r s t  o f  the 
m o n t h  f o l l o w i n g  e a c h  l i c e n s e e ' s  b i r t h d a y .

4. U s e  th e c u r r e n t  t e n - v e a r  l i c e n s e  c e r t i f i c a t e  as a 
p e r m a n e n t  l i c e n s e  c e r t i f i c a t e  b y  c o n t i n u i n g  to p l a c e  
n e w  v a l i d a t i o n  s t i c k e r s  o v e r  e x i s t i n g  s t i c k e r s .
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U p d a t e  t h e  l i c e n s e e  r e g i s t e r .  F o r  a c o s t  o f  $85, W a n g  
L a b o r a t o r i e s  c o u l d  t a k e  t h e  23 s y s t e m  d o c u m e n t s  o f  t h e  
c u r r e n t  a l p h a b e t i c a l  r e g i s t e r  a n d  p r o v i d e  A R E C  w i t h  a 
r e g i s t e r  in s e q u e n t i a l  o r d e r  b y  l i c e n s e  n u m b e r .  T h i s  
n e w  r e g i s t e r  c o u l d  t h e n  b e c o m p a r e d  w i t h  i n f o r m a t i o n  
in t he  C o m m i s s i o n ' s  h a r d - c o p y  l i c e n s e  f o l d e r s  w h i c h  
are  a l s o  k e p t  in s e q u e n t i a l  o r d e r  b y  l i c e n s e  n u m b e r .  
T h i s  r e g i s t e r  c o u l d  a l s o  be  c o m p a r e d  w i t h  an  A R E C  
n o t e b o o k  w h i c h  r e c o r d e d  l i c e n s e  i s s u e s  in s e q u e n t i a l  
o r d e r  p r i o r  to u s e  o f  t h e  w o r d  p r o c e s s o r .

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

I d e n t i f y  l i c e n s e e s  w i t h  l a p s e d  l i c e n s e s  w h o  a r e  
c u r r e n t l y  e n g a g e d  in r e a l  e s t a t e  b u s i n e s s .  A R E C  c o u l d  
s e n d  a n o t i c e  t o  b r o k e r s  i n s t r u c t i n g  t h e  b r o k e r s  to 
v e r i f y  t h e  l i c e n s e  s t a t u s  o f  e a c h  a s s o c i a t e  b r o k e r  a n d  
s a l e s p e r s o n  u n d e r  t h e i r  s u p e r v i s i o n .



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

A s  a r e g u l a t o r y  a g e n c y ,  A R E C  is r e s p o n s i b l e  for i n v e s t i g a t i n g  
c o m p l a i n t s  a l l e g i n g  l i c e n s e e  v i o l a t i o n s  o f  S t a t e  s t a t u t e s  or 
r e g u l a t i o n s .  A R E C  is a l s o  r e s p o n s i b l e  f or  s u s p e n d i n g  or 
r e v o k i n g  l i c e n s e s  o f  r e a l  e s t a t e  l i c e n s e e s  w h o  a c t u a l l y  v i o l a t e  

s t a t u t e s  o r  r e g u l a t i o n s .  O u r  r e v i e w  f o u n d  t h a t  ApfsC c o u l d  
i m p r o v e  its o p e r a t i o n s  in e a c h  o f  t h e s e  a r e a s  as d i s c u s s e d  
b e l o w .

C O M P L A I N T  S T A T I S T I C S

A s  o f  S e D t e m b e r 14, 1984, A R E C  s h o w e d  th e fo l l o w i n g  l i c e n s e
c o m p l a i n t  s t a t i s t i c s  :

Y e a r T o t a l T o t a l T o t a l
C o m p l a i n t s C o m D l a i n t s C o m D l a i n t s C o m o l a i n t s

F i l e d F i l e d C l o s e d O c e n

197 7 86 85 1
1978 108 99 Q
1979 203 200 3
19 80 114 110 4
1981 119 1 0 1 IS
19 82 151 115 3 6
198 3 184 103 81

1984 to d a t e 170 54 116

T o t a l 1 , 1 3 5 867 268

Of  t h e  268 o p e n  c o m D l a i n t s , o n l y  24 c o m o l a i n t s w e r e  d e s i c c a t e d
as beii c in a c t ive i n v e s t : g a t r o n  a n d  17 w e r e  desicr.ated as
h a v i n g  l i c e n s e  a c t i o n s  in o r o c r e s s .  T h e  . e m a i n i n g  2
c a s e s  w e r e  in b a c k l o g  status,

/ o c e n

W e  r e v i e w e d  61 o f  a p p r o x i m a t e l y  240 c l o s e d  l i c e n s e  comoiair.ts 
w h i c h  w e r e  in A R E C  f i l e s  a w a i t i n g  c l o s u r e  l e t t e r s .  O u r  r e v i e w  
f o u n d  t h a t  th e  a v e r a c e  p r o c e s s i n g  t i m e  fo r t h e s e  c o m p l a i n t : : r o m
d a t e  of c o m p l a i n t  f i l i n g  to d a t e  o f  r e c o m m e n d e d  c l o s u r e  w a s  14 
m o n t h s .

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

O u r  r e v i e w  f o u n d  t h a t  A R E C  l a c k s  a f o rm al , c c r u c t u r e d  p r o c e d u r e  
for p r o c e s s i n g  L i c e n s e  c o m p l a i n t s .  A R E C  c u r r e n t l y  p r o c e s s e s  
c o m p l a i n t s  b a s e d  on i n f o r m a l  p r o c e d u r e s  e s t a b l i s h e d "  b v  th e 
e x e c u t i v e  d i r e c t o r  a n d  a u d i t o r .  W e  b e l i e v e  t h e s e  p r o c e d u r e s  
w e r e  i m p l e m e n t e d  b e f o r e  b e i n g  f u l l y  d e v e l o p e d  a n d  a r e  c u r r e n t l y
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i n e f f e c t i v e  a n d  i n e f f i c i e n t .  E x a m p l e s  o f  t h e s e  p r o c e d u r e s  a r e  
s h o w n  b e l o w .

1. F o r  e a c h  c o m p l a i n t  a c t i v e l y  i n v e s t i g a t e d ,  A R E C  h a s  a
p r o c e d u r e  to f o r w a r d  a c o p y  of t he  c o m p l a i n t  f i l e  to 
a n  A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  s u p p o s e d l y  
b e c o m e s  an " i n v e s t i g a t i n g  c o m m i s s i o n e r "  w h o  w i l l
a s s i s t  t he  A R E C  a u d i t o r  d u r i n g  the i n v e s t i g a t i o n .
H o w e v e r ,  w e  f o u n d  t h a t  n e i t h e r  th e a u d i t o r  n o r  
c o m m i s s i o n e r s  k n o w  w h a t  is e x p e c t e d  o f  t he
" i n v e s t i g a t i n g  c o m m i s s i o n e r . " T h e  p r o c e d u r e  h a s  n e v e r  
b e e n  f o r m a l i z e d  to i d e n t i f y  t h e  c o m m i s s i a  ers' 
i n v e s t i g a t i v e  d u t i e s .

2. F o r  e a c h  c o m p l a i n t  r e c o m m e n d e d  fo r c l o s u r e ,  A R E C  h a s  a
p r o c e d u r e  to f o r w a r d  the o r i g i n a l  c o m p l a i n t  f i l e  to a n
A R E C  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  is s u p p o s e d  to 
r e v i e w  th e file, a p p r o v e  or  d i s a p p r o v e  t h e  c l o s u r e
r e c o m m e n d a t i o n ,  a n d  r e t u r n  t he  f i l e  to the  A R E C
a u d i t o r .  D u r i n g  t he  n e x t  C o m m i s s i o n  m e e t i n g ,  t h e s e  
c o m p l a i n t s  a p p r o v e d  for c l o s u r e  b y  i n d i v i d u a l  
c o m m i s s i o n e r s  a r e  o f f i c i a l l y  v o t e d  c l o s e d  b y  th e
e n t i r e  C o m m i s s i o n .  W e  q u e s t i o n  t he  e n t i r e  C o m m i s s i o n  
v o t i n g  to c l o s e  c o m p l a i n z s  w h e n  r h e  c c m p l a i n u s  w e r e  
o n l y  r e v i e w e d  b y  o n e  c o m m i s s i o n e r .  We  a l s o  q u e s t i o n  
the m a i l i n g  of o r i g i n a l  c o m p l a i n t  f i l e s  to
c o m m i s s i o n e r s ,  e s p e c i a l l y  w h e n  w e  w e r e  tol d t h a t  f o u r  

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

W e  b e l i e v e  t h a t  A R E C  n e e d s  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  fo r
p r o c e s s i n g  c o m p l a i n t s  f r o m  d a t e  o f i n i t i a l  i n q u i r y  to c o m p l e t i o n
of h e a r i n g . T h e  p r o c e d u r e  s h o u l d  p r o v i d e  a s e q u e n c e  of

p r o c e s s i n g  s t a g e s  a n d  i n t e r n a l  t i m e  s t a n d a r d s  ( p r o c e s s i n g  d a y s  
f r o m  d a t e  of c o m p l a i n t  fi l in g)  . W e  a l s o  b e l i e v e  t h a t  t h e  
p r o c e s s i n g  s t a g e s  s h o u l d  be s u p p o r t e d  b y  s t a t u t e s  a n d  
r e g u l a t i o n s .

If A R E C  w o u l d  e s t a b l i s h  a f o r m a l ,  s t r u c t u r e d  p r o c e d u r e  f or  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s ,  w e  e n v i s i o n  t he  f o l l o w i n g  m a j o r  
p r o c e s s i n g  s t a g e s ,  i n t e r n a l  t i m e  s t a n d a r d s ,  a n d  n e e d e d  s t a t u t e  
a n d  r e g u l a t i o n  s e c t i o n s :

P r o c e s s i n g  I n t e r n a l  T i m e  S t a t u t e  R e g u l a t i o n
S t a g e  S t a n d a r d  S e c t i o n  S e c t i o n

1. I N Q U I R Y

A R E C  d o c u m e n t s  the A c c e p t a n c e  of
v o l u m e  a n d  n a t u r e  o f  I n q u i r y
q u e s t i o n s  a n s w e r e d

a n d  p r o b l e m s  r e s o l v e d  R e c o r d  of

b y t e l e p h o n e ,  m a il , I n q u i r y
a n d  p e r s o n a l  c o n t a c t .
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P r o c e s s i n g  
S t aa e

I n t e r n a l  T i m e  S t a t u t e
S t a n d a r d  S e c t i o n

R e g u l a t i o n
S e c t i o n

C O M P L A I N T  C o m p l a i n t

A R E C  s e n d s  a 10 d a y s
c o p y  o f  t he  
c o m p l a i n t  a n d  
a n i n t e r r o g a t o r y  
to r e s p o n d e n t .

R e s p o n d e n t  30 d a y s
p r o v i d e s  A R E C  
w i t h  c o m p l e t e d  
i n t e r r o g a t o r y .

S T A F F  I N V E S T I G A T I O N  I n v e s t i g a t i o n

A R E C  p r e p a r e s  
an  i n v e s t i g a t i v e  
p l a n  of a c t i o n .

A f t e r  i n v e s t i g a­
tion , A R E C  m a k e s  
a d e t e r m i n a t i o n  
w h e t h e r  or  n o t  
c o m p l a i n t  is 
s u p p o r t e d  b y 
s u b s t a n t i a l  
e v i d e n c e .

4. S T I P U L A T I O N  S t i p u l a t i o n

If t h e  c o m p l a i n t  120 d a y s  
is s u p p o r t e d  
b y  s u b s t a n t i a l  
e v i d e n c e ,  A R E C  
p r o v i d e s  r e s p o n d e n t  
w i t h  p r o p o s e d  t e r m s  
of  s t i p u l a t i o n ,  i.e., 
l i c e n s e  s u s p e n s i o n  
fo r s p e c i f i c  t i m e  
p e r i o d .

R e s p o n d e n t  150 d a y s

a c c e p t s  or
r e j e c t s  t he
p r o p o s e d
s t i p u l a t i o n .

45 d a y s

90 d a y s

C o m p l a i n t s  by 
I n d i v i d u a l s

C o m p l a i n t s  by 
C o m m i s s i o n

I n ve sr . i g a u i o n
P r o c e d u r e s

D e t e r m i n a t i o n
P r o c e d u r e s

S t i p u l a t i o n
P r o c e d u r e s
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P r o c e s s i n g  
S t a g e ____

I n t e r n a l  T i m e  S t a t u t e
S t a n d a r d  S e c t i o n

R e g u l a t i o n
S e c t i o n

5. H E A R I N G

If p r o p o s e d  
s t i p u l a t i o n  
is r e j e c t e d  
by  r e s p o n d e n t ,  
a h e a r i n g  
c o m m e n c e s .

I S O  d a v s

H e a r i n g

O r d e r

Commencement 
of H e a r i n g  
P r o c e s s

S u b p o e n a s

N o t i c e  cf 
H e a r i n n

C o n d u c t  cf 
H e a r i n g

H e a r i n g  
O f f i c e r 's 
R e c o m m e n d e d  
D e c i s i o n

O r d e r s  by 
C o m m i s s i o n

H e a r i n g  R e c o r d

3 y  e s t a b l i s h i n g  a c o m p l a i n t  p r o c e s s i n g  p r o c e d u r e  s u p p o r t e d  b y  
i n t e r n a l  t i m e  s t a n d a r d s ,  s t a t u t e s ,  a n d  r e g u l a t i o n s , w e  b e l i e v e  
t h a t  A R E C  w o u l d  b e  m o r e  a c c o u n t a b l e  to l i c e n s e e s  a n d  the t u b l i c .

IN V E S T I G A T O R

T h e  A R E C  a u d i t o r  is r e s p o n s i b l e  for i n v e s t i g a t i n g  l i c e n s e  
c o m p l a i n t s  f i l e d  w i t h  the C o m m i s s i o n .  T h e  a u d i t o r  is an 
A c c o u n t a n t  III w i t h  no p r i o r  i n v e s t i g a t i v e  e x p e r i e n c e .

C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  " t h e  e x e c u t i v e  d i r e c t o r  s h a l l  
a p p o i n t ,  w i t h  a p p r o v a l  of the  c o m m i s s i o n ,  a f u l l - t i m e  
i n v e s t i g a t o r  or a u d i t o r ." W e  u n d e r s t a n d  t h a t  a n  a u d i t o r  w a s  
a p p o i n t e d  b e c a u s e  i n v e s t i g a t i o n s  m a y  i n v o l v e  a u d i t s  of  b r o k e r  

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

W e  b e l i e v e  A R E C  s h o u l d  r e - e v a l u a t e  its i n v e s t i g a t o r  p o s i t i o n . 
In o u r  o p i n i o n ,  t h e  S t a t e ' s  c l a s s  s p e c i f  i c a t i o n  776"3, 
I n v e s t i g a t o r  III, i n c l u d e s  the k n o w l e d g e  a n d  s k i l l s  n e e d e d  b y  
A R E C .  W e  n o t e  t h a t  e a c h  i n v e s t i g a t o r  w i t h i n  the S t a t e ' s  
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  is an  I n v e s t i g a t o r  III.
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C l o s u r e  L e t t e r s a

A R E C  c u r r e n t l y  h a s  a b o u t  240 c l o s e d  l i c e n s e  c o m p l a i n t s  w h i c h  a r e  
a w a i t i n g  c l o s u r e  l e t t e r s  t o  c o m p l a i n a n t s  a n d  r e s p o n d e n t s .  T h e s e  
c o m p l a i n t s  w e r e  c l o s e d  b y  t h e  C o m m i s s i o n  b e t w e e n  1982  a n d  1984. 
G i v e n  t h a t  th e u s u a l  l i c e n s e  c o m p l a i n t  i n v o l v e s  tw o  b r o k e r s ,  t w o  
s a l e s p e r s o n s ,  a n d  a c o m p l a i n a n t ,  w e  e s t i m a t e  t h a t  a p p r o x i m a t e l y  
960 r e s p o n d e n t s  an d 240 c o m p l a i n a n t s  h a v e  no t  r e c e i v e d  c l o s u r e  
l e t t e r s .

W e b e l i e v e  t h a t  A R E C  ha s  th e  r e s p o n s i b i l i t y  to p r o v i d e  
c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i t h  p r o m p t  n o t i c e s  of c o m p l a i n t  
c l o s u r e s . A R E C  c u r r e n t l y  h a s  a r o r m  l e t t e r  w h i c h  c o u l d  be  
p r e p a r e d  i m m e d i a t e l y  f o l l o w i n g  c l o s u r e s .

F o r  t h e  240 c l o s e d  l i c e n s e  c o m p l a i n t s  c u r r e n t l y  a w a i t i n g  c l o s u r e  
l e t t e r s ,  A R E C  s h o u l d  c o n s i d e r  e m p l o y i n g  a s t u d e n t  i n t e r n  or  
o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t h e  e s t i m a t e d  1 , 2 0 0  c l o s u r e  
le t t e r s .  G i v e n  t h a t  s o m e  o f  t h e s e  c o m p l a i n t s  w e r e  f i l e d  y e a r s  
ago, th e m a i l i n g  a d d r e s s e s  o f  c o m p l a i n a n t s  a n d  r e s p o n d e n t s  w i l l  
h a v e  to b e v e r i f i e d .

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

O u r  r e v i e w  f o u n d  t h a t  t h e  m a j o r i t y  o f  c o m o l a i n t s  c l o s e d  b y  A R E C  
a r e  c l o s e d  for the r e a s o n  of l i m i t e d  s t a r !  r e s o u r c e s ,  nor, l a c k  

of subst.ar.riai e v i d e n c e . W e  r e v i e w e d  61 o f a p p r o x i m a t e l y  24 0 
c l o s e d  c o m p l a i n t s  w h i c h  w e r e  in A R E C  f i l e s  a w a i t i n g  c l o s u r e  
l e t t e r s .  A l m o s t  a l l  o f  t h e  c o m p l a i n t s  w e  r e v i e w e d  w e r e  v o t e d  
c l o s e d  b y  t h e  C o m m i s s i o n  " w i t h o u t  p r e j u d i c e "  —  m e a n i n g  t h a t  th e  
c o m p l a i n t s ,  if i n v e s t i g a t e d ,  w o u l d  p r o b a b l y  p r o v e  t h a t  l i c e n s e  
v i o l a t i o n s  o c c u r r e d ,  b u t  t h e  v i o l a t i o n s  a r e  p r o b a b l y  n o t  s e v e r e  
e n o u g h  for u s i n g  s t a f f  r e s o u r c e s  to  i n v e s t i g a t e .  T h o u g h  th e  A R E C  
a u d i t o r  t o l d  us t h a t  t h e s e  c o m p l a i n t s  c o u l d  b e  r e o p e n e d  f or  
i n v e s t i g a t i o n  at  a l a t e r  tim e,  w e  q u e s t i o n  the c l o s i n g  of  
c o m p l a i n t s  w h i c h  m a y  b e s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e .  W e  
a l s o  q u e s t i o n  t he t i m e  a n d  m o n e y  s o e n t  to o f f i c i a l l y  c l o s e  
c o m p l a i n t s  w h i c h  m a y  b e  r e o p e n e a ;  i. e., m a i l i n g  c o m p l a i n t  f i l e s  
t o / f r o m  c o m m i s s i o n e r s  for r e v i e w  of  s t a f f  r e c o m m e n d e d  c l o s u r e s  
a n d  v o t i n g  to o f f i c i a l l y  c l o s e  c o m o l a i n t s  at  C o m m i s s i o n  
m e e t i n g s ._

I f A R E C  w o u l d  d i s c o n t i n u e  t h e  c l o s i n g  o f  c o m p l a i n t s  " w i t h o u t  
p r e j u d i c e , "  w e  e n v i s i o n  t h e  f o l l o w i n g  c o m p l a i n t  c l o s u r e  p r o c e s s :

1. A f t e r  r e c e i p t  of t h e  r e s r  T . d e n t 1 s c o m p l e t e d  
i n t e r r o g a t o r y  ( w i t h i n  30 d a y s  oi c o m p l a i n t  f i l i n g ) , 
A R E C  s t a f f  m a k e s  a d e t e r m i n a t i o n  b a s e d  o n  the w e i g h t  
o f t h e  e v i d e n c e  w h e t h e r  o r  n o t  th e - cmplai.it w a r r a n t s  
f u r t h e r  i n v e s t i g a t i o n .



2. If t he  A R E C  s t a f f  d e t e r m i n e s  t h a t  t he  c o m p l a i n t  d o e s  
no t  w a r r a n 1- f u r t h e r  i n v e s t i g a t i o n ,  t h e  s t a f f
a d m i n i s t r a t i v e l y  c l o s e s  t h e  c o m p l a i n t  a n d  n o t i f i e s  t h e  
c o m p l a i n a n t  a nd r e s p o n d e n t .  By r e g u l a t i o n ,  th e
c o m p l a i n a n t  m a y  a p p l y  to t h e  C o m m i s s i o n ' s  c h a i r m a n  for 
a r e c o n s i d e r a t i o n  o f  t h e  s t a f f ' s  d e t e r m i n a t i o n  to 
c l o s e  the c o m p l a i n t .  T h e  a p p l i c a t i o n  m u s t  b e  in 
w r i t i n g  a n d  f i l e d  w i t h i n  30 d a y s  a f t e r  r e c e i p t  of 
c l o s u r e  n o t i c e  u n l e s s  t he  c h a i r m a n  g r a n t s  an
e x t e n s i o n .  T h e  c h a i r m a n  w i l l  r e v i e w  th e e n t i r e
c o m p l a i n t  f i l e  a n d  m a y  h e a r  o r a l  a r g u m e n t  f r o m  the 
p a r t i e s .  If the c h a i r m a n  g r a n t s  the c o m p l a i n a n 1 s 
a p p l i c a t i o n  for r e c o n s i d e r a t i o n ,  t he  c h a i r m a n  w i l l
r e m a n d  t h e  c o m p l a i n t  t o  s t a f f  to r  f u r t h e r
i n v e s t i g a t i o n .

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

If A R E C  p r o v e s  t h a t  a l i c e n s e e  h a s  v i o l a t e d  S t a t e  s t a t u t e s  o r  
r e g u l a t i o n s ,  t h e  l i c e n s e e ' s  r e a l  e s t a t e  l i c e n s e  c o u l d  be r e v o k e d  
or  s u s p e n d e d  b y  t h e  C o m m i s s i o n .  H o w e v e r ,  w e  f o u n d  t h a t  a b r o k e r  
or a s s o c i a t e  b r o k e r  is s t i l l  " e n t i t l e d "  to a s a l e s p e r s o n  l i c e n s e  
e v e n  t h o u g h  A R E C  r e v o k e s  the b r o k e r  or a s s o c i a t e  b r o k e r  l i c e n s e . 
C u r r e n t  A R E C  s t a t u t e  0 8 . 3 8 . 1 7 1 ,  E n t i t l e m e n t  to L i c e n s e ,  h a s  n o  
p r o v i s i o n  for b a r r i n g  a b r o k e r ' s  or a s s o c i a t e  b r o k e r ' s  
e n t i t l e m e n t  to  a s a l e s p e r s o n  l i c e n s e  a f t e r  r e v o c a t i o n  o f  the  
b r o k e r  or a s s o c i a t e  b r o k e r  l i c e n s e .

If A R E C  w o u l d  r e v i s e  its l i c e n s e  e n t i t l e m e n t  s t a t u t e ,  w e  
e n v i s i o n  t h e  f o l l o w i n g  s t a t u t o r y  c h a n g e s :

1. C h a n g e  AS  0 8 . 8 8 . 1 7 1  f r o m  " E n t i t l e m e n t  to L i c e n s e "  to 
" E l i g i b i l i t y  for L i c e n s e . "

2. I n c l u d e  in A S  0 8 . 8 8 . 1 7 1  a p r o v i s i o n  t h a t  l i c e n s e e s  
l o s e  t h e i r  e l i g i b i l i t y  f or  a l l  l i c e n s e s  u p o n  l i c e n s e  
r e v o c a t i o n .  A l s o ,  i n c l u d e  a p r o v i s i o n  t h a t  l i c e n s e  
e l i g i b i l i t y  c a n  o n l y  b e  r e i n s t a t e d  b y  th e C o m m i s s i o n .

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

In t h e  a r e a  of l i c e n s e  c o m p l a i n t s ,  w e  r e c o m m e n d  t h a t  A R E C :

1. E s t a b l i s h  a f o r ma l,  s t r u c t u r e d  p r o c e d u r e  f o r  
p r o c e s s i n g  l i c e n s e  c o m p l a i n t s .  T h e  p r o c e d u r e  s h o u l d  
i n c l u d e  a s e q u e n c e  of p r o c e s s i n g  a t a g e s  w i t h  i n t e r n a l  
t i m e  s t a n d a r d s .  T h e  p r o c e s s i n g  s t a g e s  s h o u l d  be 
s u p p o r t e d  b y  s t a t u t e s  a n d  r e g u l a t i o n s .
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R e - e v a l u a t e  th e i n v e s t i g a t o r  p o s i t i o n .  W e  b e l i e v e  
t h a t  t he  p o s i t i o n  r e q u i r e s  t h e  k n o w l e d g e  a nd  s k i l l s  of 
an I n v e s t i g a t o r  III# n ot  an A c c o u n t a n t  III.

D i s c o n t i n u e  c l o s i n g  c o m p l a i n t s  " w i t h o u t  p r e j u d i c e . "  
W e  b e l i e v e  A R E C  s h o u l d  e s t a b l i s h  an a d m i n i s t r a t i v e  
c l o s u r e  p r o c e s s  for c o m p l a i n t s .

P r o v i d e  c o m p l a i n a n t s  and r e s p o n d e n t s  w i t h  c l o s u r e  
l e t t e r s  i m m e d i a t e l y  f o l l o w i n g  c o m p l a i n t  c l o s u r e s .  F o r  
t he  a p p r o x i m a t e l y  240 c l o s e d  c o m p l a i n t s  c u r r e n t l y  
a w a i t i n g  c l o s u r e  l e t t e r s ,  A R E C  s h o u l d  e m p l o y  a s t u d e n t  
i n t e r n  o r  o t h e r  p a r t - t i m e  e m p l o y e e  to p r e p a r e  t he  
e s t i m a t e d  1 , 2 0 0  l e t t e r s .

R e v i s e  its l i c e n s e  e n t i t l e m e n t  s t a t u t e  to r e a d  
" E l i g i b i l i t y  for L i c e n s e "  a n d  i n c l u d e  a p r o v i s i o n  t h a t  
l i c e n s e e s  l o s e  t h e i r  e l i g i b i l i t y  for  a l l  l i c e n s e s  u p o n  
l i c e n s e  r e v o c a t i o n .



S U R E T Y  F U N D  C L A I M S

In 19 74  the R e a l  E s t a t e  S u r e t y  F u n d  w a s  e s t a b l i s h e d  to p r o v i d e  
m o n e t a r y  s e t t l e m e n t s  to v i c t i m s  of fraud,  d e c e i t ,  
m i s r e p r e s e n t a t i o n ,  an d c o n v e r s i o n  o f  t r u s t  f u n d s  b y  l i c e n s e e s .  
F r o m  1974 to 1980, v i c t i m s  h a d  to r e c e i v e  c o u r t  j u d g m e n t s  
a g a i n s t  l i c e n s e e s  b e f o r e  c l a i m s  w e r e  p a i d .  H o w e v e r ,  in 1981 
A R E C  w a s  g i v e n  t h e  r e s p o n s i b i l i t y  o f  a d j u d i c a t i n g  s u r e t y  f u n d  
c l a i m s .  O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  i m p r o v e  its o p e r a t i o n s  
in t h i s  a r e a  as d i s c u s s e d  b e l o w .

C L A I M  S T A T I S T I C S

A s  o f S e p t e m b e r  14, 1984, A R E C  s h o w e d  t h e  f o l l o w i n g  s u r e t y  f u n d  
c l a i m  s t a t i s t i c s :

Y e a r  T o t a l  T o t a l  T o t a l
C l a i m s  C l a i m s  C l a i m s  A m o u n t s
F i l e d  F i l e d  P a i d  P a i d

1931 52 3 $ 1 1 , 9 4 3
19 82 92 18 $ 6 2 , 6 1 2
198 3 123 14 $ 6 7 , 6 4 4

1984 to d a t e  101 6 $ 4 3 , 0 1 7

A  t o t a l  of 197 o p e n  c l a i m s  w e r e  in b a c k l o g  s t a t u s .

F U N D  B A L A N C E

T h e  R e a l  E s t a t e  S u r e t y  F u n d  is t o t a l l y  f u n d e d  by  s u r e t y  f e e s  
a s s e s s e d  f r o m  l i c e n s e e s .  C u r r e n t  A R E C  s t a t u t e s  s t a t e  t h a t  t h e  
f u n d  m a y  n o t  e x c e e d  $ 5 0 0 , 0 0 0 .  T h e  f u n d ' s  c u r r e n t  b a l a n c e  is 
a b o u t  $ 6 5 0 , 0 0 0 .  W e  u n d e r s t a n d  t h a t  t h e  e x c e s s  $ 1 5 0 , 0 0 0  w i l l  be  
t r a n s f e r r e d  to th e G e n e r a l  F u nd.

G i v e n  t h a t  t he f un d b a l a n c e  c u r r e n t l y  e x c e e d s  its s t a t u t o r y  
li m i t ,  w e  q u e s t i o n  the C o m m i s s i o n 's ' c o n t i n u e d  a s s e s s m e n t  or 
s u r e t y  f e e s . B y  c o n t i n u i n g  to a s s e s s  s u r e t y  fees, A R E C  is 
c o l l e c t i n g  m o n i e s  f r o m  l i c e n s e e s  for th e G e n e r a l  Fun d,  n o t  the  
S u r e t y  F u n d .  L i c e n s e e s  a c t u a l l y  p a y  t he  G e n e r a l  F u n d  t w i c e  - 
o n c e  f r o m  t h e i r  l i c e n s e  fe es  a n d  a n o t h e r  f r o m  t h e i r  s u r e t y  fees.

A R E C  is a t t e m p t i n g  to r e s o l v e  t h i s  s i t u a t i o n  b y  i n t r o d u c i n g  
l e g i s l a t i o n  to r a i s e  the  fu nd  l i m i t  f r o m  $5'.‘,000 to $ 8 5 0  , 000. 
H o w e v e r ,  w e  e s t i m a t e  t h a t  the f u n d  b a l a n c e  w i ^ l  p r o b a b l y  e x c e e d  
th e  $ 8 5 0 , 0 0 0  l i m i t  a f t e r  t h e  F e b r u a r y  1996 r e n e w a l .  N e w  
l e g i s l a t i o n  w o u l d  h a v e  to be  i n t r o d u c e d  to r a i s e  the f u n d  l i m i t  
a g a i n .



B a s e d  on  the N a t i o n a l  A s s o c i a t i o n  o f  R e a l t o r s  s u g g e s t e d  p a t t e r n  
for  r e a l  e s t a t e  l i c e n s e  law, w e  e n v i s i o n  a s t a t u t e  p r o v i s i o n  for 
a m i n i m u m  f u n d  b a l a n c e  i n s t e a d  o f  the  c u r r e n t  m a x i m u m  fu nd  
b a l a n c e . A s  l o n g  as t h e  b a l a n c e  r e m a i n s  a b o v e  th e m i n i m u m ,  
l i c e n s e e s  w o u l d  n o t  b e  a s s e s s e d  s u r e t y  fees. H o w e v e r ,  if the 
b a l a n c e  b e c o m e s  l e s s  t h a n  t he  m i n i m u m ,  l i c e n s e e s  w o u l d  be 
a s s e s s e d  s u r e t y  f e e s d u r i n g  the  n e x t  l i c e n s e  r e n e w a l .

By  e s t a b l i s h i n g  a m i n i m u m  f u n d  b a l a n c e ,  A R E C  a nd  l i c e n s e e s  c o u l d
r e a l i z e  t h e  f o l l o w i n g  b e n e f i t s :

I 1. B a s e d  o n  t h e  d o l l a r  a m o u n t  o f  c l a i m s  p a i d  in p r i o r
3 y e a r s ,  A R E C  c o u l d  s e t  a m i n i m u m  f u n d  b a l a n c e  w h i c h

w o u l d  n o t  r e q u i r e  c o n t i n u o u s  s t a t u t o r y  r e v i s i o n s  as is 
c u r r e n t l y  b e i n g  e x p e r i e n c e d  w i t h  the m a x i m u m  f u n d  
b a l a n c e .

2. 3 y  n o t  h a v i n g  to a s s e s s  s u r e t y  fe es w h i l e  t he  f u n d
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  A R E C  c o u l d  h a v e  
le ss a d m i n i s t r a t i v e  c o s t s .

3. B y  n o t  h a v i n g  to p a y  s u r e t y  t e e s  w h i l e  t he  fu nd
b a l a n c e  r e m a i n s  a b o v e  t h e  m i n i m u m ,  b r o k e r s / a s s o c i a t e  
b r o k e r s  a n d  s a l e s p e r s o n s  c o u l d  s a v e  $ 1 2 5  an d  $40 
r e s p e c t i v e l y  in r e n e w a l  fees.

H E A R I N G S

O u r  r e v i e w  f o u n d  t h a t  A R E C  c o u l d  c o m b i n e  l i c e n s e  a c t i o n  a n d  
s u r e t y  f u n d  c l a i m  h e a r i n g s . C u r r e n t l y ,  A R E C  h o l d s  s e p a r a t e  
h e a r i n g s  f or a d j u d i c a t i n g  l i c e n s e  a c t i o n s  an d  s u r e t y  f u n d  
c l a i m s .  H o w e v e r ,  g i v e n  t h a t  a s u r e t y  f u n d  c l a i m  c a n  o n l y  be
a w a r d e d  if a l i c e n s e  v i o l a t i o n  o c c u r s ,  w e  e n v i s i o n  the f o l l o w i n g  
c h a n g e s :

1. O n e  A R E C  c o m p l a i n t  f o r m  for c o m p l a i n a n t s  to r e p o r t  
l i c e n s e  v i o l a t i o n s  a n d  a n y  m o n e t a r y  d a m a g e s  r e s u l t i n g  
f r o m  th e v i o l a t i o n s .  (AREC c u r r e n t l y  h a s  s e p a r a t e  
f o r m s  for l i c e n s e  c o m p l a i n t s  a n d  s u r e t y  f u n d  c l a i m s . )

2. S t a f f  i n v e s t i g a t i o n s  to d e t e r m i n e  if r e p o r t e d  l i c e n s e  
v i o l a t i o n s  a r e  s u p p o r t e d  b y  s u b s t a n t i a l  e v i d e n c e  a n d  
to v e r i f y  a n y  m o n e t a r y  d a m a g e s .  (AREC c u r r e n t l y  
i n v e s t i g a t e s  o n l y  r e p o r t e d  l i c e n s e  v i o l a t i o n s ;  s u r e t y  
f u n d  c l a i m s  a r e  a u t o m a t i c a l l y  s c h e d u l e d  fo r h e a r i n g  
w i t h  n o  s t a f f  r e v i e w  o r  i n v e s t i g a t i ' ~ .)

3. O n e  h e a r i n g  to d e t e r m i n e  l i c e n s e  a c t i o n s  to be t a k e n  
a g a i n s t  l i c e n s e e s  w h o  v i o l a t e  S t a t e  s t a t u t e s  o r 
r e g u l a t i o n s  a n d  to d e t e r m i n e  c o m p l a i :  . n t s 1 m o n e t a r y  
s e t t l e m e n t s  f r o m  the S u r e t y  F u n d  (AREC c u r r e n t l y  h o l d s  
s e p a r a t e  h e a r i n g s . )
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