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SB 501

RELATING TO CHARITABLE GAMING 
Presented by Marla Huss

The Kenai Peninsula Borough would like to submit the 
following comments related to SB 501,relating to charitable 
gaming. Uhile the Department of Commerce and Economic 
Development has addressed many of our concerns regarding 
regulation of vendors in gaming sales compatible with the 
regulations pertaining to operators, there are two points 
which have not been addressed that we request be considered 
in drafting a commirttee substitute.

1. Neither the original version of the bill, nor draft 6- 
2220E which is being considered uy the committee, allows 
municipalities to regulate or ban vendors as the current 
statutes allow for operators.

AS 5.15.124 currently allows municipalities to regulate 
or prohibit operators within the municipality. The 
legislation before you does not permit a municipality to 
exercise that local option against vendors, and thus against 
the further commercialization and pro 1iferation of gaming 
sales, which is the purpose for the current "local option" 
statute. Legislation passed without this local option could 
pose an equal protection problem for the state and/or a
municipality, who may have exercised the local option for a
ban on operators.

The Kenai Peninsula Borough requests that language be 
added allowing this local option for vendors.

2. There is no notice reauirement to local municipalities 
in either the bill or draft CS. Currently, under AS 
5.15.030, a permitee and an operator are required to give 
notice to the municipalit .hat they are applying for a 
license from the state. Ine borough requests that notice be 
given to a municipality at the time a permitee contracts 
with a vendor. Notice requirements are necessary to
enforce local codes and regulations.



PERMITTEE/OPERATOR RELATIONSHIP 

Full-Tab Net Proceeds

Comparable Analysis 

CURRENT LAW

(For purposes of discussion, the chart below is based on a gross handle of $1,000.00, *.e.,
1,000 pull-tabs sold at $1.00 each.)

1/

2/

Gross. Receipts 

Prize Payout 

IDEAL NET

Operator Gross Profit 
(limited to 85% c-f AG I)

NET PROCEEDS TO PERMITTEE 
(minimum required return)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%

$1,000.00 $1,000.00 $1,000.00

[550.00] [750.00] [850.00]

450.00 250.00 150.00

382.50 212.50 127.50

$ 67.50 $ 37.50 $ 22.oO

Footnotes:

\j Current Law - provides the operator must report an a justed gross of 15% and pay at
least 15% of the adjusted gross to the permittee.
AS 05.15.128(1) and (2)

2/ Adjusted Gross Income is defined as the gross income less the prizes awarded and any
state, federal and municipal income taxes paid or owed.
AS 05.15.210(1)
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PERMITTEE/VENDOR RELATIONSHIP 

Pull-Tab Net Proceeds

Comparable Analysis 

PROPOSED AMENDMENT RE: VEtiDORfi.CQMPENSATION

(For purposes of discussion, the chart below is based on a gross handle of $1,000.00, i.e.,
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%

Gross Receipts $1,000.00 $1,000.00 $1,000.00

Prize Payout [550.00] [750.00] [850.00]

IDEAL NET 450.00 250.00 150.00

1/ Vendor Compensation  135.00 75.00 45.00
(maximum 30% of Tcfeal- net)
Proposed: SecY 9, AS 05.15.188(1):

2/ GROSS PROCEEDS TO PERMITTEE $ 315.00 $ 175.00 $ 105.00
(as required]------------------- ---------  --------- -------------

Footnotes:

1/ CS-SB-501
Section 9, AS 05.15.188(1): If a permittee contracts with the vendor, the contract
must provide that the permittee will receive no less than 70% of the ideal net.

2/ Permittee gross revenue is reduced by the cost of pull-tabs (approximately $.02 each) 
and the 3% pull-tab tax (computed on ideal net) to arrive at Permittee Net Proceeds.

Example Utilizes 75% Prize Payout
Gross Proceeds to Permittee 175.00
Cost of Tabs ($.02 x 1,000) [20.00]
Tax (3% x $250.00) [7.50]

NET PROCEEDS $ 147.50

RPB/wfdLGJOBS
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PERMITTEE (40%)/0PERAT0R (60%) RELATT0NSHIP

Pull-Tab Net Proceeds 

Comparable Analysis 

PROPOSED AMENDMENT RE: OPERATOR MUST PAY 40% OF IDEAL NET TO THE PERMITTEE

(For purposes of discussion, the chart below is based on a gross handle of $]
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%

Gross Receipts $1,000.00 $1,000.00 $1,000.00

Prize Payout [550.00] [750.00] [850.00]

IDEAL NET 450.00 250.00 150.00

Operators Gross Profit 270.00 150.00 90.00
'(limited to 60% of ideal net)
Proposed: Sec. 3, AS 05.15.115(b) 
and Sec. 5, AS 05.15.128(a)

NET PROCEEDS TO PERMITTEE $ 180.00 $ 100.00 $ 60.00
(as required)------------------- ---------  ---------  ---------

RPB/wfdLGJOBS
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PERMITTEE (40%) AND OPERATOR/VENDOR (60%) RELATIONSHIP

Pull-Tab Net Proceeds 

Comparable Analysis 

PROPOSED AMENDMENTS

(For purposes of discussion, the chart below is based on a gross handle of $
1,000 pull-tabs sold at $1.00 each.)

Prize Prize Prize
Payout Payout Payout
55% 75% 85%

Gross Receipts $1,000.00 $1,000.00 $1,000.00

Prize Payout [550.00] [750.00] [850.00]

IDEAL NET 450.00 250.00 150.00

Operators Gross Profit 270.00 150.00 90.00
(limited to 60% of ideal net)
Proposed: Sec. 3, AS 05.15.115(b)

Vendors Compensation ? ? ?

Operators Adjusted Profit ? ? ?

NET PROCEEDS TO PERMITTEE $ 180.00 $ 100.00 $ 60.00
(as required) ---------  ---------  ---------

,000.00, i.e.
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STATE OF ALASKA 
1990 LEGISLATIVE SESSION

B ILL  VERS ION : 
PUBLISH D A TE :

HB 5 1 2

R E Q U E S T : FISCAL HOTE
Revision Date:  -
Title; An Act relating to the retail 
sale c5T pull-tabs, tickets, and cards 

Sponsor: Reps. Boucher and Bover
Requestor: House C&RA

Agency Affected: Commerce & Economic Dev. 
B R U . Occupational Licensing

Components

E X PE N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)
OPERATING FY 91 FY  92 FY  93 FY 94 FY  95 FY  96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND <k STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 o

CAPITAL 0 0 0  j 0 0 0

REVENUE 0 0 0 0 0 0

FU N D IN G : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL U 0 c p — 13________ n
P O S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 Q

A N A LYS IS  : (Anach a separate page if necessary) The bill authorizes a person other than
a permittee or operator to sell the pull-tabs, tickets, and cards necessary 
to conduct a charitable gaming activity under AS 05.15.100 provided the 
person is authorized by a written contract with the permittee or operator. 
The bill requires the department to be notified within five days of commence­
ment of sales by a person other than a permittee or operator. ' (CONTINUED)

Prepared by - J e n n i f e r  S t r i c k l e r .  Admi n i s t r a ± i  yp...n.f f  i r a r  P h o n e :____A fiS -Z lfljfl------------
D ivision : Occupational Licensing______ ^ £ 2 _________  t w - -------

Approved by Commissioner: L a r r y  M e rcu l i e f f ^ ^ ’^ ^ Ĵ v,̂ r ~ . Date; ' 2 . / Z 7 f ej C __________
A ge n c y: Department of Commerce & Economic Development.

Distribution (b yp repa re r):
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget i ?
Impaaed Agency(ies) P ^ c   --------

6387D-1/22790a



CONTINUATION OF FISCAL NOTE ANALYSIS - HB 512

Current resources for the gaming program are inadequate to fully regulate 
charitable gaming in the state. There are over 1,000 gaming permittees, 
operators, and distributors authorized to conduct gaming activities in an 
industry which generates millions of dollars each year.

If the gaming program is to regulate gaming activities by persons other 
than a permittee or operator (conceivably another 2,000 individuals) and 
beef up its enforcement over current gaming activities, additional staff 
resources are definitely needed. In the Division of Occupational 
Licensing's original FY 91 budget request arid its budget amendments, the 
division has requested funding for a total cf six positions, only four of 
which are new (the otf 'r two are taken from permanent part-time to 
permanent full-time). The positions include: two PFT Investigators, one 
PPT Licensing Examiner, one PPT Clerk Typist, one PPT Data Processing 
Clerk, and one PFT Attorney. The zero fiscal note attached to HB 512 
assumes authorization of the division's budget request.

6387D-2/22790b
Page 2 o f  2



TESTIMONY OF REPRESENTATIVE H.A. 'RED' BOUCHER ON HB 512

House Bill 512 was introduced at the request of several 

individuals involved in gaming activities. The intent of this 

legislation is to start the process of addressing the third 

party vendor issue and open up the channels to debate the 

pros and cons regarding charitable gaming in Alaska.

Charities and non-profit corporations have been selling 

pull-tabs through retail stores since the gaming act was 

passed three years a g o . , The statute does not prohibit retail
li.

sales, in other words the law does not detail conditions under 

which pull tabs can be sold by third party vendors.

The area of vendor sales st certainly be addressed and 

I am in agreement with the need to take a close and careful 

look at tightening up regulations regarding third party vendor 

sales. The result of debate over this legislation will 

hopefully allow charitable organizations to sustain 

themselves, particularly with the current down turn in other 

revenue sources.

Thank you for your time.
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House Bill 512: "An Act relating to the retail sale o f pull-tabs, 
tickets, and cards for charitable gaming activities."

The department was given responsibility for administration of the Alaska 
Gaming Reform Act in July o f 1989. Since that time, the department hat been 
actively engaged bringing stability and equality o f enforcement to the charitable 
gaming industry.
One o f the areas o f concern to the department has been the so-called "third 
party vendor" issue. Presently, across the state, both permittees and operators have turned to vendors (e.g., retail outlets, bars, restaurants) to sell pull-tabs on 
their behalf. The department has found no specific statutory authorization for these vendor sales. As a result, the department gave notice late last year o f its belief that legislation was needed i f  vendor sales were to be allowed.
O f major concern to the department has been the unregulated nature o f vendor 
sales. The concerns discussed below have prompted our belief that i f  vendor participation in charitable gaming is to be authorized by the Legislature, then it must be strictly regulated.

1. Competition for prime vendor locations has increased the 
amount o f compensation charged permittees by vendors to the detriment o f the charities (some vendors are now asking and 
getting in excess o f 50% of pull-tab proceeds). Limits must be placed on the amount o f allowable vendor compensation in order to both eliminate "bidding" for locations by permit holders and ensure that an acceptable share of gaming proceeds is returned 
to those nonprofit organizations issued gaming permits. Most 
other states do limit the amount o f compensation a vendor can 
charge.

2. There is no penalty or regulation presently in place that penalizes the unscrupulous vendor. We have become 
increasingly aware of cases where vendors have failed to pay 
permittees any share o f the proceeds from the sale o f pull-tabs. under the present gaming law, there is no protection for the permittee in such cases. Th' permittee must sue the vendor to 
collect the gaming proceeds due the permittee.

3. Vendors have shouldered responsibility for ordering and 
purchasing pull-tabs from pull-tab distributors, bypassing the permittee. As a result, permittees have lost accountability for 
the pull-tab sales conducted under the auspices o f their permits.
We nave investigated cases in which a permittee was unaware ofull-tab purchases made by its vendor. In  addition, we recently 
ad a case in which a vendor continued to order pull-tabs from a 

distributor after the permittee had removed its permit from the 
vendor’s premises because the distributor was unaware of the permittee s action to end its relationship with that vendor.

s:



Position Paper
House Bill 512
Page Two

Not surprisingly then, the department approaches a review of HB 512 with the 
consequences of unregulated vendor activity at the forefront of its thoughts. 
From that perspective, HB 512 clearly lacks the kind of specific regulatory 
language needed to provide justifiable controls over this very active area of 
charitable gaming and would curtail our ability to properly a d m i n i s t e r  the 
program.

In addition, we question the bill because its language is so broad that the bill, 
however, unintentionally, considerably expands the list of persons who could 
become involved in charitable gaming in this state.

If the title of a bill is any indication of its scope, then HB 512’s title suggests it 
only addresses the "retail" sale of pull-tabs, tickets, and cards. However, no 
limitation to retail businesses is actually found in the proposed new section. 
Indeed, it simply says "a person," other than a permittee or an operator, may 
sell pull-tabs or other gaming tickets and cards. Under state law the word 
"person" is quite broad and encompasses any and all corporations, businesses, 
associations, partnerships, natural persons, etc., regardless of residency.

Thus, under the proposed language of HB 512, there would be no reason, for 
instance, for anyone to become licensed as an operator: they could simply 
function as a sales vendor. Also, organizations denied a charitable gaming 
permit because, for example, they did not meet the criteria for a permit could 
simply opt instead to sell gaming pull-tabs, tickets, or cards for those nonprofit 
organizations that did have a permit. Under this scenario, such organizations 
could charge the permittee a percentage of the proceeds for their sales efforts 
equal to or more tnan the permittee might receive (which is already happening), 
thus, thoroughly defeating the intent of the Gaming Reform Act.

This bill, as presently written, would effectively do away with any justification 
for calling the activities we presently authorize in the state as "charitable" 
gaming activities. While we do not believe this was the intent of the drafters of 
this legislation, the department cannot support the bill in its present form for 
these reasons.

The department understands, however, that there is broad permittee and 
operator support for recognition of a vendor class. Certainly, the testimony the 
department heard in mid-December regarding its position on vendor sales made 
it very clear that eliminating or severely restricting the vendor class would 
drastically reduce the gaming proceeds presently collected by organizations 
granted charitable gaming permits.

Given that a vendor bill has been introduced, and assuming that the broad 
support evidenced for this issue means that some legislative recognition of a 
vendor class is forthcoming, the department has attached to this position paper 
draft language that reflects the department’s perspective on the issue of vendor 
sales. «



Position Paper
House Bill 512
Page Three

Most importantly, please note that the department’s proposed language limits 
vendor sales to the sale of pull-tabs.

To allow vendors to get into the business of selling more than pull-tabs will 
effectively guarantee the additional proliferation of gaming activities in bars, 
restaurants, retail stores, and "gaming parlors" in malls or other storefronts 
throughout Alaska.

At this point in time, permittees and operators have only expressed a desire to 
see pull-tab sales by vendors authorized. We see no need to greatly expand the 
role of vendor sales in this state by including vendor sales for any and all games 
beyond those vendor sales already recognized and authorized under AS 05.15 
(i.e., for ice classics).

The department’s proposals include:

1. vendor registration by the permittee or operator;

2. issuance of an endorsement to a permittee’s or operator’s license 
that authorizes a vendor to sell pull-tabs on behalf of the 
permittee or operator;

3. a cap of 30% of ideal net on the amount that a vendor can 
charge a permittee or operator to compensate the vendor for 
selling pull-tabs on their behalf;

4. the requirement that the vendor pay the agreed upon amount of 
profit to the permittee or operator at the time oi delivery of a 
pull-tab series to the vendor for sale;

5. payment into the charitable gaming surety fund by the 
registered vendor;

6. the requirement that a vendor and permittee or operator enter 
into a written contract;

7. the profusion that only a permittee or operator may supply 
pull-tabs to a vendor;

8. a provision prohibiting an employee of a vendor from 
purchasing a pull-tab from any series sold by the vendor;

9. a prohibition that the owner or manager of a vendor who is also 
a member of permittee organization or a municipal officer may 
not enter into a contract to sell pull-tabs on behalf of that 
organization or municipality for compensation;

10. provisions to clarify that a distributor may not deal directly 
with a vendor; and



Position Paper
House Bill 512
Page Four

11. provisions giving the department cease and desist authority 
when violations of the gaming act have o c c u r r e d  or are about to 
occur.

We believe that a bill that contains the provisions outlined '.bove will meet the 
department’s concerns for the proper regulation of a vendor class while also 
maintaining primary responsibility for the state’s charitable gaming activity 
with the licensed permittee and operator.

We urge your consideration of the attached language. A bill which included 
language substantially similar to that found in the attached draft and which 
covered the areas described above would at least address the department’s 
concerns sufficiently for the department to go on record as unopposed to 
legislative recognition of vendor sales.

( k u t
Larry Mercu^eff, Commissioner 

Date: rX-'X~l~ °i°__________

LM/RPB/dgl6388D
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* Section 1. AS 05.15 is amended by adding a new section to article 2

to read:

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF 

PERMITTEES AND OPERATORS; VENDOR REGISTRATION, ENDORSEMENT. (a) A 

permittee or operator may contract with a vendor to sell pull-tabs on

behalf of a permittee or operator.

(b) A permittee or operator that contracts with a vendor to sell

pull-tabs on the permittee's or operator's behalf shall first register

the vendor with the department on a form prescribed by the department. 

The annual vendor registration fee is $50.

(c) The department shall act upon an initial vendor registration

within 10 working days of receipt of the registration form from a 

permittee or operator.

(d) Upon approval of the vendor registration, the department will 

issue an endorsement to the permittee's permit or the operator's 

license that authorizes the conduct of pull-tab sales at that vendor 

location.

(e) The endorsement issued under (d) of this section is an 

extension of the permittee's or operator's privilege under AS 05.15.100 

to conduct pull-tab sales in this state. A vendor may not sell a 

pull-tab series until the permit or license containing the endorsement 

for the new vendor location has been posted by the permittee or 

operator in the registered vendor establishment. The endorsed permit 

or license must be clearly visible to the gaming public.

(f) A separate endorsement shall be issued for each vendor 

location. It is the responsibility of the permittee or operator to 

inform the department when it changes a vendor location. A permittee

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

0236R22790b
-1-



or operator must return to the department the endorsed permit or 

license of a vendor that is no longer selling pull-tabs on behalf of 

the permittee or operator. Failure to inform the department of a 

change in vendor location, or to return the endorsed permit or license 

to the department after a vendor change,, may constitute grounds for the 

suspension of a permittee's permit or an operator's license.

(g) The vendor registration required by (b) of this section must 

be accompanied by a contribution from the vendor to the charitable 

gaming surety fund established in AS 05.15.220. The contribution must 

be drawn on the checking account of the vendor and may not be paid by 

the permittee or operator on the vendor's behalf.

(h) At the time a permittee or operator annually renews its 

permit or license, the registration of all locations whe-e a vendor is 

selling pull-tabs on the permittee's or operator's behalf must also be 

renewed. In addition, in accordance with AS 05.15.230, the permittee 

or operator shall forward, with each vendor registration renewal, that 

vendor's annual contribution to the charitable gaming surety fund.

(i) The permittee or operator that uses a vendor to sel] 

pull-tabs on its behalf shall enter into a written contract with that 

vendor. The contract is subject to review by the department. If the 

contract contains agreements counter to the provisions of this chapter 

or the regulations adopted under it, the department may declare the 

contract void.

(j) A vendor may not purchase a pull-tab series from a licensed 

distributor. Only a permittee's member-in-charge or an operator may 

directly supply a pull-tab series to a registered vendor for sale by 

that vendor on behalf of the permittee or operator.

0236R22790b
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(k) A permittee or operator may not compensate a vendor more than 

30% of the ideal net to sell pull-tabs on the permittee's or operator's 

behalf.

(1) An amount equal to the ideal net less the compensation paid 

to the vendor must be paid by the vendor at the time the 

member-in-charge or operator delivers a pull-tab series to the vendor 

for sale. The amount required to be paid by the vender under this 

subsection must be paid by check and must be deposited by the permittee 

or operator directly into its gaming checking account.

(m) A vendor that fails to meet its contractual agreement with a 

permittee or operator, fails to comply with a requirement of this 

chapter or a regulation adopted under it, or the vendor or vendor owner 

or manager that is convicted of forgery, fraud, theft, or a crime of 

dishonesty related to the activities governed by this chapter, shall be 

prohibited for a period of five years from any further involvement in

any activity authorized by or conducted under AS 05.15.

.• 1
(n) A n  employee of a registered vendor may not purchase a 

pull-tab from any pull-tab series sold by that vendor. A person who 

knowingly violates this subsection is guilty of a class B misdemeanor.

(o) When the owner or manager of a registered vendor is also a 

member of a qualified organization issued a permit under this chapter, 

then the vendor may not enter into a contract with that qualified 

organization to sell pull-tabs for compensation. When an owner or 

manager of a registered vendor is also an elected municipal officer or 

holds a managerial position with a municipality, then the vendor may 

not enter into a contract with that municipality to sell pull-tabs for 

compensation.

0236R22790b
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* Sec. 2. AS 05.15.183 is amended by adding a new subsection to read:

(e) A distributor may not

(1) take an order for the purchase of a pull-tab series from

a vendor;

(2) sell a pull-tab series to a vendor; or

(3) deliver a pull-tab series to a vendor location.

*Sec. 3. AS 05.15.210 is amended by adding new paragraphs to read:

(35) "ideal net" means an amount equal to the total amount

of receipts that would be received if every individual pull-tab ticket 

in a series were sold at face value, less the prizes to be awarded for 

that series;

(36) "permittee" means either a municipality or qualified 

organization;

(37) "vendor" means a business whose primary activity is not 

regulated by AS 05.15 but which is engaged in the sale of pull-tabs on 

behalf of a permittee or operator and holds a business license under

AS 43.70 and is

* Sec. 4. AS 05.15 is amended by adding a new section to article 3 to

Sec. 05.15.195. CEASE AND DESIST ORDER. (a) If the commissioner 

of commerce and economic development determines that a person has 

engaged in or is about to engage in an act or practice in violation of 

a provision of thio chapter or a regulation adopted under it, the 

commissioner may issue a cease and desist order prohibiting further 

action by the person. The cease and desist order remains in effect

(i) a retail establishment

(ii) an eating establishment; or

(iii) an establishment licensed under AS 04.11

read:

0236R22790b
-4-
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until the person has submitted evidence acceptable to the commissioner 

showing that the violation has been corrected.

(b) A person affected by an order issued under (a) of this 

section may seek equitable relief preventing the commissioner of 

commerce and economic development from enforcing the order.

0236R22790b
-5-



Testimony Before The 
Community and Regional Affairs Committee 

Alaska House of Representatives 
Sixteenth Legislature - Second Session

February 27, 1990

Representative Eileen MacLean, Chair and Members:

Subject: Testimony concerning HB-512

rm Rog®r Cunningham, a Licensed Pull-Tab Distributor from Wasil- 
!a, and President of the Coalition for Non-Profit Gaming. I am hore to­

day
on their behalf to offer full and complete support for HB-512.

COALITION FOR NON-PROFIT GAMING 
Formation, Purpose, Make-up:

• ..... — — ” "r - ~ - ,

The Coalition for Non-profit Gaming was^formed in the fail of 
1989 when the Department of Commerce announced in a 7-page letter 

that it had determined that the sale of pull-tabs by merchants had not 
been comtemplated In the Gaming Reform Act of 1988. I will offer tes­
timony in a few minutes as to how the Department of Commerce 

reached its faulty conclusion.

Merchants who sell puil-tabs In cooperation with a non-profit or 

charity have become known as "3rd Party Vendors.* The Coalition’s 
sole purpose is to PROTECT the "3rd Party Vendor" relationship, an ex­
tremely valuable and vital fundraising method for non-profit groups.

The Coalition is composed of members from each segment of the 

gaming community:

Permitees: The Charities and Non-profit groups who
hold Games of Skill and Chance Permits is­
sued by the Department of Commerce and 
Economic Development



Vendor: Merchants who have entered into a^ea 
ments to sell pull-tabs on behalf of' 
non-pro flte/charltle e.

Distributors: Businesses licensed by the state to sen 
the paper produot "pull-tabs.” Licensed Dis 
trlbutors sell only to holders of a valid 
Gaming Permit.

Operators: inaviduals licensed by the state to 
■manage" or conduct gaming on behalf of a 

permitee, remitting net proceeds monthly.

Three-quarters of the membership Is made up of parmltees. The 

balance Is composed of the three other segments of the gaming com­

munity.

In order to assure that the interests of the permitees are fore­
most In the work of the Coalition, the Executive Board is composed of 
n rkflrmiteAc *| vendor, 1 distributor, and 1 operator.

■-■' From this cfiverse group, with many seemingly conflicting interests 

and points of view, there Is one major point on .which we all agreo:

For the continued financial weff-betiig of non-profits and 
charities across the State of Alaska, the 3rd-party vendor 
relationship must be recognized in statute and allowed to 
continue. This is the onfy purpose of HB-512

By November, 1988̂  the Coalition for Non-profit Gaming had 
adopted By-Laws, elected officers and produced Position Paper #1 

which I have attached to this testimony.

Background of the Gaming Reform Act
House Bill 299, which became the Alaska Gaming Reform Act of 

1988, was an effort by the legislature to REFORM statutes enacted In 
1984. The primary focus of the REFORM ACT was to PROTECT the 

interests of NON-PROFITS AND CHARITIES from abuses that were oc­
curring primarily in the bingo industry and by operators. Bonding and li­
censing of operators was the primary feature of the Gaming Reform

Act



The 3rd Party Vendor issue was not addressed at that time ue- 
caus© THEN as now, 3RD PARTY VENDOR relationships were not a 
major source of abuse which often left the non-profits and charities with 
little profit to show for their effort. In other words, in a properly con- 

- ducted 3rd party relationship, the non-profit/charity gets its rightful share 
of the profits derived from the sale of p li-tabs at the merchants' loca­
tion.

Interrogation by the Department of Commerce

In a 7-page letter dated September 27, 1989, Commissioner Mer- 

culieff took aim on the ’3rd Party Vendor" stating that "The Gaming Re­
form Act of 1988 did not contemplate or authorize a pull-tab 'vendor' 
class."

At face value, this, is only a_partial truth based on the reasoning 
In the preceding paragraphŝ . Recent history shows plainly that legisla­
tors and regulators alike, acknowledged the existence of "3rd Party 
Vendors" before the reform" act was made law. Further, the Department 
of Revenue acknowledged their existence when the issue of "vendor 
compensation" was the subject of proposed regulation by the Depart­
ment of Revenue months later.

Point 1: The Nenana Ice Classic IS specifically mentioned 
in statute, along with other similar fundraislng_ activities:

The Nenana Ice Classic is:

* A state-wide fundraising activity,

* ■ Conducted by members, without the
services of an operator,

Utilizes 3RD PARTY VENDOHS who 

are compensated.

Point 2: In proposed regulations issued by the Department 
of Revenue on April 4, 1989c

12 A AC 34.380 attempted to establish a



limit on the compensation allowable to . ji
3RD PARTY VENDORS. Specifically 
mentioned by example were "employees 
of a restaurant (who) sold a piil-tab 
series on behalf of a permitee8.

Within 2 months of the transfer of Games of Skill and Chance to 
the Department of Commerce, the commissioner, acting without the 
benefit of any broad-basad community Input, mr gaming experience- 
of any long-standing, proposed the OUTRIGHT BAN ON 3RD PARTY 
VENDORS by emergency regulations.

Permitees from across the state rallied to protest the commission­
er's lack of understanding. This miscarriage was successfully blocked 
by Lt. Governor McAlplne who concluded that no emergency existed.

Public hearings grudgingly scheduled for December, 1989.

Quoting from the text of Mr. Merculieff's prepared remarks to the 
Anchorage Chamber of Commerce on November 27th, he said:

"... and no matter what, the Department is going to get 
clobbered. We knew that going in. When the Department 
of Revenue (earlier) attempted to provide order where 
chaos existed, they got clobbered. . . "

The Department of Revenue, before handing over control of gam­
ing to Commerce, produced 64 pages of regulations without ever getting 
to the meat of the subject They were dismayed by the nearly hostile 
reaction they received when public hearings were held in May.

I submit to you that the reason the Department of Commerce 
(and the Department of Revenue, earlier) GOT CLOBBERED ... Is the 
simple fact that THEY FAILED TO LISTEN TO PERMITEES whose in­
terest, after all, was supposed to be protected by the Gaming Reform 
Act... not regulated into oblivion by misguided regulation.

In the hearings held in December by Commerce, witness after wit­

ness testified that the 3RD PARTY VENDOR relationship Is the back­
bone o f charitablo fundraieing in A lacka. Many w itnoccoc draw a  com ­
parison of the net result of placing their permit with a commercial bingo
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operator vs: the net result they have experienced with 3rd party ven­
dors.

The Director of the Division of Occupational Licensing, Randall 
Burns, has said publicly that support for the 3rd party vendor relation- 

. ship was •OVERWHELMING*. He and the commissioner have specifical­
ly asked that the legislature address this question and HB-512 Is the 
Coalition’s response.

House Bill 512
HB-512 is a one-page bill, direct and to-the-point. It says simply 

that pull-tabs may be sold on behalf of a permitee by others so long as 
a contract or written agreement exists between the parties. The bill 
has no other meaning and no hidden agenda.

I urge that the House Community and Regional Affairs Committee 
act favorably to give charities and non-profits full legal status to con­
duct fundraising with ’3rd Party Vendors", an arrangement that has ex­
isted for the mutual benefit of all participants since before the enact­
ment of the Gaming Reform Act of 1988.

Legal otatuo "3rd Party VondorG* is not without procodont. In 
32 of the 33 states which now conduct state lotteries, "3rd Party Ven­
dors’ are utilized to provide tickets to the buying public. They are com­
monly referred to as "RETAILERS".

! have attached a two-page summary produced in January, 1990 
by the Public Gaming Research Institute which lists the states conduct­
ing lotteries, the number of RETAILERS engaged, and the sales commis­

sion paid by the various states. There are currently 147,738 retailers 
In 32 states.

r - T S K - T .

Sales of Charitable Gaming products by RETAILERS, pull-tabs, in 
this instance, is a legitimate, legal fundraising method in 32 other states 
today. There is not one solid reason why Alaska should not fully legiti­
mize this activity for the mutual benefit of non-profits, charities, retailers, 
and the public who have shown a strong desire to participate.

For clarification or additional information: 
Roger Cunningham 

Bill's Distributing of Alaska 
P.O. Box 874731 

Uasi 1 la. Ak 99607 
373-1500 or Toll-Free 1-800 478-4263

P/tos S~~ ------ -•••



Coalition 
for 

Non-profit 
Gaming

Position Paper # 1

The Coalition for Non-profit Gaming. CNG after careful deliberation 

by its Steering Committee, and ratification by its genera! membership, 

takes the following positionfsj on issues concerning future direction' of 

gaming regulation and legislation:

1. That an Agent license class be created by the legisla-
*. *

ture which establishes accountability between the Agent 

and the Operator or Permitee with whom the Agent con­

ducts pull-tab activities.

2. That each Agent be required to register with the state 

each location (physical address) where pull-tab activities 

are conducted.

a That Operators and/or Permitees be required to com­

plete an Agent Registration form provided by the Depart­
ment of Commerce and Economic Development on behalf of 

each agent location

4. That, in addition to the annual registration, each entity, 

le: Sole Proprietor, Partnership, Joint Venture, or Corpora­

tion, acting as an Agent, shall post into a Surety Fund es­

tablished by the state, $100 annually untH the fund is fully 
established.

CNG
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5. That the amount of the surety fund deposited by each 

Agent shall be adjusted annually based on the prior year's 

history of claims against the fund.

6. That AS 05.1&122 (b) (5\ bonding remain in effect in its 

current form, as a requirement for an Operator's license.

7. That self-directed Permitees who do not engage an op­

erator shall not be required to bond against their own loss­

es.

f
S. That Agents of Operators shall be supplied pull-tabs by 

their Operator who, in turn, purchases from a Licensed Dis­

tributor.

9. That Agents of a Permitee shall be supplied pull-tabs by 

the Permitee’s Merhber-in-Charge who, in tiffn, purchases 

from a Licensed Distributor.

10. That a ceiling limit be established for agent compensa­

tion.

11. That neither Operators nor Permitees be limited as to 

the number of Agents with whom they conduct pull-tab ac­

tivity.

12. That currant statutes adequately limit each permitee's 
annual activity (AS 05.1&180 (g)) and therefore, no further 

limit should be placed on the number of Agents engaged by 

a permitee (nor on an operator on behalf of a permitee).

/ certify that the foregoing represents the consensus of CNG members 

who met on November 8, 1989 to amend and ratify this position paper.

I -

Roger

Interim Chairman



LOTTERY UPDATE

STATE

ARIZONA

CALIFORNIA

COLORADO

CONNECTICUT

DELAWARE

D.C.

FLORIDA

IDAHO*

ILLINOIS

INDIANA*

tOWA

KANSAS

KENTUCKY

MAINE

MARYLAND

MASSACHUSETTS

MICHIGAN

MINNESOTA

MISSOURI

MONTANA

NEW HAMPSHIRE

NEW JERSEY 

OHO

PUBLIC GAMING INTERNATIONAL

THE U.S. RETAIL CONNECTION
SALES
DtSTWCTS
fr.CffttfcS
3 DISTRICTS
1 MAIN OFFICE
1 SATELLITE
12 DISTRICTS
A REGIONAL OFFICES
2 REG. HOOTS.

4 DISTRICTS
4 REGIONAL OFF.

32 SALES DISTRICTS 
8 REGIONS 
1 MAIN OFFICE

4 DISTRICTS 
1 MAIN OFFICE

3WARD3 
I MAIN OFFICE

3 REGIONS
13 DISTRICTS

1 MAIN OFFICE

2 DISTRICT 
2 MAIN OrFtCES 
5 REGIONAL OFF.

8 REGIONAL OFFICES

S SALES REG.ONS

4 REGIONAL OFFICES 
A HEADQUARTERS 
30 ROUTES

4 REGIONS 
7 OFFICES

11 TERRITORIES 
1 MAIN OFFICE

3 DISTRICTS
1 MAIN OFFICE

5 DISTRICTS 
1 MAIN OFFICE
5 REGIONAL OFF.

1 MAIN OFF.
7 REGIONAL OFF.
8 REGIONS

6 REGIONS 
$ OFFICES

4 DISTR'CTS
1 HEADQUARTERS 
3 REGIONAL OFF.

9 REGIONS 
i LOTTERY CFF'CE

• FIELD/ 
SALfcS.F.EfS

20{.3
REUEFREFS)

2CS DSRi 

26 GSRs

40

4 

8

3 REG MGRS.
13 DISTRICT 
MANAGERS ♦
202 SALES REPS

9 REPS
1 KEYACCT.REP 

65 (► 15
COORDINATORS)
5 REG MGRS.

81 SALES REPS 

37

30 FIELD REPS

32 SALES REPS 
7 SECTONAL MGRS.
2 REG. MGRS.
1 STATE MGR.

13 (INCLUCES 
TEIEMKTG STAFF)

18 REPS.
3 MANAGERS

50 REPS.
5 MANAGERS

60 DISTR'CT 
MANAGERS

M/A
43 SALES 
REPS .9 
THLEMKTG. 
PEPS

9 REPS

METHOD OF
TICKET
DISTTHB.

FIELD REPS

COUR'ER 

FIELD REPS

FELD REPS

COUR'ER

2 DISTRICT 
CENTERS

SALES REP3 

UPS

SALES REPS 
(COURIER IN 
1 COUNTY)

SALES REPS

SALES REPS

SALES REPS

COURIER 

FIELD REPS 

COURIER

COURIER. 
FELD REPS

COURIER

COURIER

SALES REPS 

TCLEMKTG. &
Field reps

TOTALI 
flfl/UURS

2.239

20.000

Z7<9

3.800

•198

558

1J.775

1.388

9.500

7.000

3.800

2.400

3.700 

1.600 

2,114

6.100

8.700 

M/A

4.100

850

TOTAL*
ON-UNE
RETALERS

1,780

3.350

1.463

2.400

265

527

7,500

30C-4S0

4.SCO 

0“

1,100

920

1.3C5

915

1,737

5.496

3.800

M/A

1.42’

250

'4 SALES AREAS
1 MAIN OFFICE
2 SATELLITE OFF. 15 REPS FICLO REPS 1.300 750

6 DISTRICTS

3 REGIONAL OFFICES 
30 DISTRCTS

X  REPS ♦
6 MANAGERS

W5AL'"SI1E3S

COURIER

SA.CSREPS
5.0X

8.000

5 00

4 6’

* 0 CiCo 299.0.i1 ra !o t>>c n in IXiv.a C.1X)



LOTTERY UPDATE
PUBLIC GAMING INTERNATIONAL

THE U .S . RETAIL CONNECTION (con t.)

SLUE

SALES
DISTRICTS
4.CfE]CES

AFIELD/ 
SALES REES

METHOD OF 
TICKET
p is im

TOTAL*
RETAILERS

TOTAL#
ON-LINE
RETAILERS

OREGON 1 MAIN OFFICE 25 REPS <-4 
REGIONAL MGRS. COURIER 3,600 1.574

PENNSYLVANIA 6 AREAS 
6 OFFICES

69MICTG
REPS COURIER 8,761 3.433

RHODE ISLAND MAIN OFFICE 3 REPS FIELD REPS 1.C68 325

SOUTH DAKOTA 3 REGIONS 
4CFFCES

13 FIELD REPS FIELO REPS 1.152 0

VERMONT 6 DISTRICTS 
1 MAJN OFFICE 6 REPS FIELD REPS 730 250

VIRGINIA 7 REGL. OFFICES 54 REPS COURIER 5.400 1,600

WASHINGTON 8 DISTRICTS 
6 REGIONAL OFFICES

6 REGL MGRS. 
34 SALES REPS 
(♦ 1 HALF-TIME) FIELD REPS 3.W0 « 373

WEST VIRGINIA 1 DISTRICT 
1 MAIN OFFICE 10 FIELD. REPS. COURIER 1.604 343

WISCONSIN S DISTRICTS 
S OFFICES

47 SALES REPS 
4 SALES MGRS FIELD REPS S.000 1.450

U .S . LOTTERY RETAIL AGENTS
POPULATION TOTAL# # ON-LINE SALES

STATE (In millions) AGENTS TERMINALS COMMISSION BASE*
ARIZONA 3.2 2,289 1,760 6%
CAUFORNIA 27.0 20.000 8,350 5% 0AT/4% PAT/6% Instant
COLORADO 3.3 2,719 1,463 5.5%
CONNECTICUT 3.2 3,800 2,400 5%
DELAWARE 0.6 496 265 5%
D.C. 0.6 558 549 6% instant/4% on-line
FLORIDA 11.7 11,775 7,500 ' 5%
IDAHO 1.0 1,386 — 5%
ILLINOIS 11.6 9,500 4,800 5%
INDIANA 5.5 7,000 O'* 5%
IOWA 2.9 3,800 1,100 5%
KANSAS 2.5 2,400 920 5%
KENTUCKY 3.7 3,700 1,305 5%
MAINE 1.2 1,500 915 0% instant/5% cn-line
MARYLAND 4.5 2,114 1,737 4%
MASSACHUSETTS 5.8 6,100 5,406 5%- bonuses
MICHIGAN 9.1 8,700 3,800 6%
MINNESOTA 4.3 N/A N/A 5%
MISSOURI 5.1 4.1CO 1,430 5%
MONTANA .8 350 250 5%- bonuses
NEW HAMPSHIRE 1.0 1.300 800 5%
NEW JERSEY 7.6 5,000 5,000 5%
NEW YORK 17.8 9,766 6,010 6%
OHIO 10.8 ..000 4,815 5.5%
OREGON 2.7 3.600 1,574 5%/(3% PAT)
PENNSYLVANIA 11.9 8.761 3,438 5%
RHODE ISLAND .975 1.083 325 5% instant/8% cn-i.ne
SOUTH DAKOTA .7 1,152 0 5%+ bonuses
VERMONT 0.5 780 250 5%
VIRGINIA 5.3 5,400 1.600 5%
WASHINGTON 4.6 3.400 973 5%
WEST VIRGINIA 1.9 1.504 846 5%
WISCONSIN 4.7 5.000 1,450 5%
G«vujNc<M
• Coo* not /xuu<5« >v-wo:.v»piagrim* 0' c-unr 3 ‘oo» 
"OivtjitlOCinSlniM
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Alaska State Legislature

P le a se  e n te r  in to  the reco rd  my test im ony to  the House Committee ' on community and Reg iona l A f f a i r s  on H3 512 rega rd ing  C h a r i t a b le  Gaming/Sales agents f o r  the te le c o n fe re n c e  o f  Feb ruary 27 , 1990.
I  re p re s en t  The Big Lake L ions C lub , I  am c u r r e n t ly  the v ic e  p re s id e n t  o f  th a t  c lu b . I  a ls o  am th e  Judge Advocate f o r  P os t 35 
o f  the American Legion and the American Leg ion  Department o f  A la s k a .
L ions ClubB a re  ded icated  to  s e rv ic e  t o  the community. Many o f  ou r p r o je c t s  a re  to  h e lp  those th a t  do n o t have the a b i l i t y  t o  h e lp  them se lves , There a re  on ly  two ways th a t  th e  L ions c lub s  o b ta in  
f in a n c in g  f o r  t h e i r  v a r io u s  a c t i v i t i e s ,  dona t ions  a re  g iven to  .the L ions o r  a fund r a i s e r  i s  h e ld .
In  t h i s  economy, donations a re  few and f a r  between. The pe rm it t o  
conduct gaming op e ra t ion s  i s  jtust about the s o le  sou rce  o f  revenue in  ou r community.
L a s t  ye a r the Department o f  Commerce came c lo s e  t o  p u t t in g  re g u la t io n s  in  e f f e c t  th a t  would have t o t a l l y  shut down the income f o r  the  L ions c lu b  i n , Big Lake. Those r e g u la t io n s  would have . w .stopped us from using a " t h i rd  p a r ty "  o r  agent to  s e l l  p u l l  ta b s . ^ r  : ^ rWQ c u r r e n t ly  have an agreement w ith th re e  l o c a l  ba rs  t o  s e l l  ou r 

' .W 3 P n p u U  tabs f o r  the b e n e f i t  o f  the community. Our c lu b  pays the bars  a space r e n t  f o r  the use o f  t h e i r  e s ta b lishm en t f o r  th e  s a le  o f  - ou r p u l l  ta b s .
f .  £ .pry ■■ .

Most o f  ou r L ion  members ope ra te  bus inesses bu t, few, i f  any, op e ra te  the  kind o f  business th a t  would a l low  us to  s e l l  p u l l  tabs d i r e c t l y .
I - u r g e  you on b e h a l f  o f  the t h i r t y  f i v e  members L ions c lu b ,  the community o f  Big Lake and the  
hundred members o f  Pos t 35 o f  th e  American 
l e g i s l a t i o n  a l low ing  the use o f  t h i r d  p a r ty  s a le s  t o  s e l l  ou r  p u l l  tabs so th a t  we can con tinue  to  and c h a r i t a b le  a c t i v i t i e s  our community.
DANA R. STOKER
Su ite  100 , Land Company B ldg .
701 Eas t Parks Highway 
W a s i l l a ,  A laska 99687 
Te lephone: (907 ) 373-6101

o f  the  Big Lake 
more than fo u r  Leg ion to  pass 

p o in ts  o r  agents p ro v id e  s e rv ic e
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VFW
VETERANS OF FOREIGN WARS OF THE U.S. 
ROBERT L. SPENCER POST N O . 7056 
P.O. Box 404 
Kodiak, Alaska 99615

James L. Fisk, Jr. 
Senior Vice Commander 
POW-MIA Chairman

Post Office Box 2068 
Kodiak, Alaska 99615 
Phone: (907) 486-3959

Gaming Advisory Group for the 
State of Alaska

Post 7056
House Committee Chairman
(charged with all pull tab responsibilities) 

18 March 1990

Ms. Eileen Panigeo MacLeai , Chair 
Community & Regional Affairs Committee 
Room 12 4
Capitol Building 
Juneau, Alaska 99811

Siuject: Testimony for House Bill 512

Dear Ms. MacLean,

After my most recent conversation with your Administrative Assistant, 
Renee, I advised her my wife is out of town and that I would attempt 
to complete my written test and oral response to the teleconference 
held on 9 March 1990.

Enclosed please find my packet containing this testimony.

I would appreciate it if you would assure that each legislative 
representative receives a copy of this written testimony.

Very truly yours,

Enclosures: As stated

cc: Representative Dave Donley, Labor and Commerce Committee
Senator Richard I. "Dick" Eliason, Labor ana Commerce Committee

V E T E R A N S  O F  F O R E I G N  W A R S  O F  T H E  U N I T E D  S T A T E S



Reintroduced as testimony on 3/9/90 

To: Eileen Panigeo MacLean, Chair

Referred: C&RA, and Labor & Commerce

Attention: Dave Donley, Chairman

BY REP. BOUCHER, Boyer

IN THE HOUSE

For an Act entitled: "An Act relating to the retail sale of
pull-tabs, tickets, and cards for charitable 
gaming activities."

BE IT ENACTED BY THE LEGJCLATURE OF THE STATE OF ALASKA:

*Section 1. AS 05.15 is amended by adding a new section to article 
2 to read:

Sec. 05.15.188. SALES BY PERSONS OTHER THAN PERMITTEES.
A person other than a permittee may sell pull-tabs, tickets, 
and cards that are necessary to conduct activities authorized 
by AS 05.15.100(a) if the person is authorized to make sales by 
a written contract with a permittee or operator. The permittee 
shall notify the department within five days of the commencement 
of sales by a person under this section.

HOUSE BILL NO. 512

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH.LEGISLATURE - SECOND SESSION

A BILL

We are requesting that the following testimony be introduced as a 
possible amendment to House Bill 512.



I

My name is James L. Fisk, Jr. My address is: P.O. Box 2068, Kodiak, 

Alaska 99615. My phone number is: (907) 4863959. May I 

introduce myself and who I represent, and what the ultimate goals 

are to achieve a solid and sound HB 512. Madam Chair McLean and 

Chairman of other committees who may receive this testimony. This 

testimony is given on March 10, 1990 in Kodiak, Alaska.

Let me proceed with what I think as an individual representing the 

Kodiak Lions Club, the Rodeo State Fair Association, the Bayside 

Fire Department, the Veterans of Foreign Wars, the Veterans of Foreign 

Wars Auxiliary, the Baranoff Products and Kodiak Little League.

Believe me when I say I represent those organizations as I am either 

a Charter Membe.: or have served in the capacity of President or a 

Board Member. When I say that I represent the above organizations,

I feel a deep internal commitment knowing that I have, and will 

continue to represent the welfare of those organizations and the 

other organizations throughout the State of Alaska to the utmost 

of my ability.

Let me start with a letter of what I think as what are the real issues 

for the Games of Chance and Skill administered by the Department 

of Commerce. When one associates with a new idea, of creating a 

dream - that dream has already been used in other states or other 

countries. They have experienced and suffered through the hardships. 

Don't let Alaska suffer those same hardships. Let's put together 

a foundation, a commission that will be responsive and face the 

issues of the gaming industry in Alaska. Let's clean it up and noi 

wait like Nevada did. It took them 27 years to get the criminal 

element out of the gaming industry in Nevada.

- 2 -
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We need a Gaming Commission in 1990. The job of a commission to 

see that funds gained from gaming activities go into the pockets 

mandated by the legislature. The gambling must be honest and the 

public is protected. All activities must be controled and kept within 

the boundaries of good public policy. The heart of the gaming 

industry in Alaska must be to protect the public from being mislead 

by those who operate the games. The commission must define rules 

and regulations to accomplish th 1 following:

What are some of the problems? V/hat are some of the solutions?

P r o b l e m : Inside information on the pull-tab industry.

S o l u t i o n : Mark off the.winners on the flare card. It is done in

Washington. It cuts the odds for the permittees, the vendors, and 

the operators, but if that is what it takes to clean up Alaska -

I say do i t .

P r o b l e m : Winner pick out.

Solut i o n : Manufacturing standards - those standards should be the

highest NAFTM can deliver.

P r o b l e m : Lack of Randomization

Solution: Random testing. Protect the operators from cheating as

initiated by the public.

P r o b l e m : Counterfeiting. Alaska has experienced a small though

serious problem with counterfeiting, for it is out there. Don't 

ignore it.

- 3 -
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Solution: Develop a secondary winner protection code such as a Trade

Products Win Code. It is proven and it is successful. It take's 

99% out of cheating/ but nothing is 100% unless you ban the games 

of chance and skill in Alaska completely.

Insure the receipt of mandated income by the charity. Very important, 

insure the receipt of mandated income by the charity. Not 15% of 

the adjusted gross, but a minimum of 40% of the ideal net or gross 

profit. The remaining 60% will be state tax, pull-tab cost, and 

vendor share.

Problem: Mismanagement. In every organization there is going to

be a little mismanagement. We could write laws from now to the end 

of the century, there is going to be some mismanag e m e n t .•

Solution: An accounting system that insures appropriate profit to

the charity and regulates audits by regulatory staff. If you need 

the people, tax the industry. Remember, audit by regulatory staff. 

That is important.

You could write a whole book, but if you have a stacked deck and 

you d o n ’t regulate it, you don't audit it, and you don't observe 

it, because you say you don't have the staff - forget it, it's over. 

You may as well say we will do the same as Nevada - let them 

infiltrate and then figure out how to get them out.

Mechanisms used to accomplish these goals include but are not limited 

to the following:

1. A clear concise criteria for construction of games. NAFTM 

approved manufacturers only with no exceptions.

-4-



2. A technical description and definition of the game. Break open 

games, pull-tabs, punch boards, lottery tickets, bingo cards, etc.

A good definition of what they are and then a standard for each of 

those games. We are trained to write a standard to deai with the

overall games. Let's deal with every game and every item. There

is a difference between a $1.00 bill, a $20.00 bill, and a $100.00

bill - there is a difference in every games.

I am enclosing the standards for break open tickets as an example.

I am enclosing catalogues, I am enclosing the break open profit line 

and what to look for, I am enclosing pull-tabs (rippies-whatever 

you want to call them). Each game is different, each card is 

different, each flare card is different. All devices used in gaming 

should have an individual set of standards including opacity, 

randomization, and winner protection, etc.

Don't allow a manufacturer to write the rules if he doesn't belong 

to NAFTM. Allow the state to sit down with all NAFTM manufacturers 

and work as a team. Regulations should be drawn that provide a paper

trail throughout the entire gaming process.

%
A process, such as Tabtrak, should give you instant control without 

a 30 to 60 day d e l a y . This process should be developed by an Alaskan 

and workable by an Alaskan. This process should develop a paper 

trail for the entire gaming process including but not limited to 

the manufacturers, distributors, operators, permittees, and vendor 

locations. This paper trail follows from the manufacturers doorstep 

to the distributors door step, then on to the operator, permittee, 

or vendor identifying the date shipped, the cost, game description 

including color, game, and count, and serial number, as well as cost 

and tax to the operator and permittee. Tickets sold and prizes paid, 

identity of winners, and number of unsold tickets would be able to 

be immediately identified in a paper trail developed by T a b t r a k .

- 5 -
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Take a serious look at Tabtrak before permitting the State to develop 

a system when there is already a system successfully being used in 
the marketplace. I didn't believe in it because I felt I had the 

best computer program in the State - tractability and accountability 

from the date of invoice until the completion of the game to the 

quarterly to the annual reports, and to the membership of the 

permittees organization. Tabtrak will give the State investigators 

in the field, finger-tip control from a pay phone 24 hours a day 

at no cost to the State of A l a s k a . Let's give it a shot.

Licensing requirements should include, but not be limited to, 

licensing the charities, the distributors and their representatives, 

the operators and their representatives, the vendors and their 

representatives, and most of all the manufacturers and their 

representatives. This is where it starts, careful thought should 

be given to the criteria of who gets a license. If you license 

dishonest people you will have a regulatory problem from day one.

I say anyone who has had a conviction for gambling, convicted felon 

should never be involved in gambling or gaming - not after five years, 

not after ten years, but never as long as he has that conviction 

on his f i l e . There is an exception, if one has an SIS then - that's 

the exception and that's only the exception. Once a "cheater", always 

a "cheater". Licensing dishonest people means dishonest 

accountability and dishonest tractability. A license to conduct 

gaming should be identified as a privilege - not a right. A license 

may be canceled for any reasonable threat to the integrity of the 

game. I say that if a license is canceled then it's gone. Once it's 

gone, it's gone forever.

-6-



If there is an infraction for not filing paperwork in timely response, 

that is a misdemeanor, it is not a threat to the integrity of the 

game. Finally, regulate the prize levels and cost of play to a 

$500.00 prize limit on pull-tabs. Consider the level of security 

in break open tickets. There are tickets that are poorly manufactured 

and tickets which are premium of the stock. All tickets need to 

meet a certain standard. The security of the break open game must 

be the greatest integrity we can give the public consumers that play 

to know their money and their chances are under tight scrutiny.

There needs to be enough money to provide enforcement. The State 

must provide enforcement that is adequate in size - not 4 or 5 

covering this State. If we need to tax 5% or 6% on the ideal net, 

let's do it, but let's get some effectiveness in the field. Let's 

stop this putting a handle on auditors and investigators. Let them 

do their job. They are protecting the constituents in the State 

of Alaska - the people who are putting their trust in the legislature. 

That is my opening statement.

Let me go to the State's position paper. Page three: The departments

proposals include:

1. Vendor registration by permittee or operator.

Take the operator out of this position paper wherever it appears.

The permittees, the vendors, the distributors, the manufacturers 

are one segment. The operators are a business entity. Every operator 

is doing it to make a profit. They would not crank up the pull-tab 

parlor or a bingo parlor with several thousand dollars invested if 

they weren't going to make a big return - more than what the vendor 

and the permittee is going to get. You are talking big scale



•v-i/i- •••

gambling. Let's divide them out, let's keep the operator as operators 

and keep them out of the bars and restaurants and grocery stores.

Put those operators in a separate entity as a business enterprise.

The lottery is going to challenge that - they will not be able to

go into 7-11 stores or grocery stores. There are three municipalities

in the State of Alaska that ban operators - Kodiak, Kenai Peninsula,

and Sitka. These communities are sending a clear message to the

legislature that says, leave the charity's home town development

for generating revenue as a revenue source with charity's who want

to get involved - not operators. If Lottery Alaska wants to play

in these establishments, let them license each establishment for

lottery, let them foot the requirements, and let them pay the

insurance. They are a business entity making big bucks otherwise

they wouldn't be in business. That's a separate issue. If the State

wants to run a lottery - let them do it, but let's divide the j

operators from the permittees and vendors.

2. Issuance of an endorsement to a permittee's or operator's license 

that authorizes a vendor to sell pull-tabs on behalf of the permittee 

or operator.

Remember.we are striking the operator. We are asking for an 

endorsement to be able to license the vendor. We agree with a $50 

or $100 dollar licensing fee (whatever the case may be). There 

should be no more than one vendor license and one permittee license 

per establishment. If that establishment wants another permittee, 

allow them to give notice to the present permittee they have in force 

that they would like to switch. Don't hang 15 permittee licenses 

on the wall. You begin to lose accountability, tractability, who's 

game is being played, and how it is being played. Close it off.
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3. a cap of 30% of ideal net on the amount that a vendor can charge 

a permittee or operator to compensate the vendor for selling pull- 

tabs on their behalf;

Strike out the operator for they are regulated on a percentage of 

15% of the adjusted gross income. My organizations and advisory 

board members say - make it a 50/5C ;plit of the ideal net with the

charity paying the tabs and the tax. A standard price per tabs and

the tax will not change.

The unscrupulous individual is going to charge $200.00 for the tabs

instead of $75.00 so the charity gets less and less. Adopt a 50/50

split with a reasonable price for tabs and tax.

4. the requirement that the vendor pay the agreed upon amount of 

profit to the permittee or operator at the time of delivery of a 

pulltab series to the vendor for sale.

We have a large state - the largest - and it is very remote so it 

is therefore difficult sending a case of pull-tabs to Pilot Point. 

They are going to have only one or two games which they will have 

return the profits and tax on. We are striking the operator and 

let's strike the tabs and tax and profit. Let's require every 

permittee to issue a signed purchase order stating, the number of 

games, the cost of the games, and the tax. This purchase order must 

be signed by the distributor and the vendor, and must note the date 

and time of delivery. The permittee will then have 30 days to pay 

the distributor for the tabs and tax. If he does not pay in 30 days, 

then the distributor has the right to notify the commission that 

the permittee has failed to pay, and the commission will write the 

permittee allowing him 10 days to correct the problem (or maybe 40 

days) but that is a paper trail that is accountable.
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5. payment into the charitable gaming surety fund by a registered 

vendor;

You have got a contract so forget it - you don't need a surety sitting 

in an account some place. The operators have $100,000.00 - let's 

leave it - let's let the operators be operators. The distributors, 

the permittees and the vendors will take care of their homework with 

their standardized agreement.

6. the requirement that a vendor and permittee or operator enter 

into a written contract;

This has been addressed. We need a standard state approved contract.

7. the provision that only a permittee or operator may supply pull- 

tabs to a vendor

Forget about operators. Permittees have already given a purchase 

order to authorize the vendor to receive pull-tabs on his behalf.

If the paper trail is not there, this is an infraction of the 

reasonable integrity to the playing of the game, and you are not 

playing by the rules.

8. a provision prohibiting an employee of a vendor from purchasing 

a pull-tab from any series sold by the vendor;

If an employee working for a vendor selling pull-tabs has not sold 

a pull-tab from that game then he should be entitled to play it.

If he has sold pull-tabs from that series then he should not play 

one single pull-tab.

- 1 0 -



■

9. a prohibition that the owner or manager of a vendor who is also 

a member of permittee organization or a municipal officer may not 

enter into a contract to sell pull-tabs on behalf of that organization 

or municipality for compensation;

If you are a distributor - you are a distributor only. If you are 

a vendor - you are a vendor only. If you are a permittee - you are 

a permittee only. If you are in a small community we have to 

make allowances for this. If you are a vendor selling and a member 

of the Russian Orthodox Church in one of these small communities, 

and are using the Russian Orthodox Church permit in your your 

establishment, the collective effort of everybody in the community 

is required. In an instance such as this, I feel an allowance should 

be made.

10. provisions to clarify that a distributor may not deal directly 

with a vendor; and

We have already discussed that by providing a paper trail to account 

for the integrity of the game.

*
11. provision giving the department cease and desist authority when 

violations of gaming act have occurred or are about to occur.

This is difficult. Let the investigators determine the seriousness 

of the violation or potential violation.



*

In conclusion, strike operators and allow permittees to handle the 

sale of pull-tabs in their creas.

Enclosures: Section 1. AS 05.15 (Senate and House Versions)
* (Green highlights shall be deleted from current text)

**(Blue hightlights are references only)

Description of Break Open Games

Trade Products Catalog

Capital Games Catalog

Pull-tab Scales Flyer

Sample Transmittal Form

Pull-tab/Win Code Samples (Three Sample Sheets)

Sample of Winning Pull-tab ticket 

Pull-tab Prize Receipt 

Pull-tab Receipt Log 

Sample of Distributor Game Detail

Sample of Manufacturer Game Detail (Five Sample Sheets)
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* Section 1. AS 05.15 is amended by adding a new section to article 2 

t- read:

Sec. 05.15.188. PULL-TAB SALES BY VENDORS ON BEHALF OF 

PERMITTEES AND OPERATORS; VENDOR REGISTRATION, ENDORSEMENT. (a) A 

permittee or operator may contract with a vendor to sell pull-tabs on 

behalf of a permittee or operator.
V

(b) A permittee or operator that contracts with a vendor to sell 

pull-tabs on the permittee's or operator's behalf shall first register 

the vendor with the department on a form prescribed by the department. 

The annual vendor registration fee is $50.

(c) The department shall act upon an initial vendor registration

!
within 10 working days of receipt of the registration form from a

rv *

permittee or operator^

(d) Upon approval of the vendor registration, the department will 

issue an endorsement to the permittee's permit or the operator's 

license that authorizes the conduct of pull-tab sales at that vendor 

location.

(e) The endorsement issued under (d) of this section is an 

extension of the p e r m i t t e e 1s or operator's privilege under AS 05.15.100 

to conduct pull-tab sales in this state. A vendor may not sell a 

pull-tab series until the permit:or license containing the endorsement 

for the new vendor location has been posted by the permittee o r ’1/ 

operator' in the registered vendor establishment. The endorsed permit 

or license must be clearly visible to the gaming public.

(f) A separate endorsement shall be' issued for each vendor 

location. It is t. j responsibility of the permittee or operator to 

inform the department when it changes a vendor location. A permittee

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

0 2 3 6 R 2 2 7 9 0 b
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or operato$ must return to the department the endorsed permit or 

—  license of a vendor that is no longer selling pull-tabs on behalf of 

the permittee or operatok. Failure to inform the department of a 

change in vendor location, or to return the endorsed permit or license 

to the department after a vendor change, may constitute grounds for the 

suspension of a permittee's permit or an operator's license.

(g) The vendor registration required by (b) of this section must

be accompanied by a^contribution from the^vendor to the charitable

gaming surety fund established in AS 05.15.220. The contribution must
/ W v C U 4. < w

be drawn on the checking account of the^vendor and may not be paid by 

the permittee or operator^on the vendor's behalf.

(h) At the time a permittee or operator? annually renews its

permit or license, the registration of all locations where a vendor is

selling pull-tabs on the permittee's or operator's behalf must also be

renewed. In addition, in accordance with AS 05.15.230, the permittee

or operator  ̂ shall forward, with each.vendor registration renewal, thatA
C^ vendor's annual contribution to the charitable gaming surety fund.

(i) The permittee or operator that uses a vendor to sell

pull-tabs on its behalf shall enter into, a written contract with that
cMju JucM.

vendor. The contract^is subject to review^by the department. If the 

contract contains agreements counter to the provisions of this chapter 

or the regulations adopted under it, the department may declare the 

contract void.

(j) A vendor may not purchase a pull-tab series from a licensed
ĉv*u, 0*^1/J

distributor. Only a permittee's member-in-charge^or an operator may 

directly supply a pull-tab series to a registered vendor for sale by 

that vendor on behalf of the permittee or operator# Cfcc.

/i)i ■pjU. ^
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£oJc> (k) A permittee o r  o p e r a t o # may not compensate a vendor more than 

30%?of the ideal net to sell pull-tabs on the permittee’s o r  o p e ra to r 's ?

b 6 h a lf * fa g

(1) An amount^equal to ideal n e t ^ l e ^ J ^ ^ c q z n p e n s a t i q j i  paid

toj.the vendorvmust be paid by the vendor at the time 
A (S x*- ~-̂ Uu2 )̂

member-in-charge^or operator delivers a pull-tab series to the vendor-

for sale$ The amount required to be paid by the vender under this

subsection must be paid by check and must be deposited by the permittee

o r  operato^ j directly into its gaming checking account.

(m) A vendor that fails to meet its contractual agreement with a

permittee or operator^, fails to comply with a requirement of this

chapter or a regulation adopted under it, or the vendor or vendor owner

or manager that is convicted of forgery, fraud, theft, or a crime of

dishonesty related to the activities governed by this chapter, shall be

prohibited for a period of five year^j from any further involvement in

any activity authorized by or conducted under AS 05.15.

(n) An employee of a registered vendor may not purchase a
&<■»■{

pull-tab from any pull-tab seriei^sold^by that vendor. A person who 

knowingly violates this subsection is guilty of a class B misdemeanor.

(o) When the owner or manager of a registered vendor is also a, 

member^of a qualified organization issued a permit under this chapter, 

then the vendor may not enter into a contract with that qualified 

organization to sell pull-tabs for compensation. When an owner or 

manager of a registered vendor is also an elected municipal officer or 

holds a managerial position with a municipality, then the vendor may 

not enter into a contract with that municipality to sell pull-tabs for 

compensation.

0236R22790b
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* Sec. 2. AS 05.15.183 is amended by adding a new subsection to read:

(e) A distributor may not

(1) take an ordej^for^the^purchase of a pull-tab series f&om

(2) sell a pull-tab series to a vendor; or

(3) deliver a pull-tab series to a vendor location.

S *-<- oS'-<iW,? V .

*Sec. 3. AS 05.15.210 is amended by adding new paragraphs to read: CJj 2

(35) "ideal net" means an amount equal to the total amount 

of receipts that would be received if every individual pull-tab ticket 

in a series were sold at face value, less the prizes to be awarded for 

that s e r i e s ; 5 ^ ^ ) ^  3 ^ / 'o

TExc
(36) "permittee" means either a municipality or qualified 

organization;

(37) "vendor" means a business whose primary activity is not 

regulated by AS 05.15 but which is engaged in the sale of pull-tabs on 

behalf of a permittee dr operator and holds a business license under

AS 43,70 and is

(i) a retail establishment; o S j f r il*A‘ /Jp H  h
o < < />!■■ a-*-'

(ii) an eating establishment; or _ »kpLii^A

. /

(iii) an establishment licensed under AS 04.11.

* Sec. 4. AS 05.15 is amended by adding a new section to article 3 to 

read:

Sec. 05.15.195. CEASE AND DESIST ORDER. (a) If the commissioner 

of commerce and economic development determines that a person has 

engaged in or is about to engage in an act or practice in violation of 

a provision of this chapter or a regulation adopted under it, the 

commissioner may issue a cease and desist order prohibiting further 

action by the person. The cease and desist order remains in effect

0 2 3 6 R 2 2 7 9 0 b
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until the person has submitted evidence acceptable to the commissioner 

showing that the violation has been corrected.

(b) A person affected by an order issued under (a) of this 

section may seek equitable relief preventing the commissioner of 

commerce and economic development from enforcing the order.

0236R22790b
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STATE OF ALASKA B ILL VERSION :  -HB 520
1990 LEGISLATIVE' SESSION PUBLISH D A TE : ______________________

FISCAL NOTE
REQUEST;  ______ ,______________
Revison Da« .    Agency Affeted: Conmerce & Econ. Dev.
Title: Act relating to issuance of bonds aflgrr. Alaska industrial Development
procurement for certain development projects and Export Authority -

Sponsor: jjep. Boyer, Me-ard, et alY •
Requestor: House Labor & Commerce _,_________ _ ________

EXPENDITURES/REVENUES: (Thousands of Pollan)
OPERATING FY  91 FY  92 FY  93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 l_ Q ______

| CAPITAL | 1 2 2 , 0 0 0 . ( 0 0 0 0 0

REVENUE 0 0 0 o 0 o J
FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAIj.

92.000.0
30.000.ql22,uou.(j U , « - 0 q

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

ANALYSIS : (Attach a separate page if necessary)
Analysis is attached as page 2.

Prepared by: Bertram L. Hagnon. ExecutivP Dirpr.tnr  w.nn>- 19071 Rfil-flORO
Division:- Alaska Industrial Development & Export AuthcroMv__________________

Approved by Commissioner: Larry Mercul ieff \ —  D ate: 3-S-  __________
Agency: Department of Commerce & Economic Development

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget ] 2
Impeded Agencyfies) P3#6 — —* o f -----
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ANALYSIS - FISCAL NOTE - HB 520

Section 1 of this bill would give AIDEA the authority to issue up to $85 million 
in bonds for the Healy cogeneration project.

The estimated construction cost of the project is $192 million. It is estimated 
that up to $70 million in bonded debt will be required. The $85 million figure 
contained in the bill provides a cushion for cost overruns that may exceed the 
current estimate. The actual amount of bonds will most likely be less. In 
addition to the AIDEA bond authorization, capital appropriations of $92 million 
in federal funds and $30 million in state funds will be required.

The state funds are shown under "other" in the fiscal note as the exact source is 
undetermined. The fiscal note shows all appropriations for the project in FY 91 
since all appropriations will be required before AIDEA can issue bonds for the 
project. We anticipate that the project will be completed in FY 96 and that the 
expenditure by fiscal year will be as follows:

FY 91 $ 8,000.0
FY 92 11,000.0
FY 93 46,000.0
FY 94 52,000.0
FY 95 58,000.0
FY 96 _U.,Qi?M

Total $192,000.0

*

6402D-2/3590b
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HOUSE COMMITTEE REPORT

(7 )
Date Referred: February 12, 1990i
Date of Committee Action: 31

FURTHER REFERRALS:
FINANCE

The LABOR & COMMERCE Committee considered: HB 523

HOUSE BILL NO. 523 , BOARD OF REAL ESTATE APPRAISERS

"An Act relating to certification of real estate appraisers; and 
providing for an effective date."

RECOMMENDATIONS: _
] be replaced with y-Vfi 5 7 - 3

[ the same title 
[ ] a new title

] have attached amendment(s) 

do pass 

] do not pass 

] no recommendation 

] individual recommendations 

] additional referral to the Committee

A D O P T S :

ATTACHES NEW FISCAL NOTE(s):
(Dept)

C 4  fiscal impact

[ v^] zero fiscal note p S C "

[ ] zero w i t h  analysis_____

JLetter of intent

APPROVES PREVIOUS:

[ ] fiscal note(s)

(Date/Dept)

[ ] zero fiscal note(s)

[ ] zero fn/analysis  

SIGNING DO PASS:
&

SIGNING:
(Check approp. column) f

Chairman's signature



STATE OF ALASKA 1990 LEGISLATIVE SESSION
B ILL  VERSION : 
PUBLISH D A TE :

HB 523

R E Q U E S T : FISCAL NOTE
Revision Date: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Title: An Act relating to certification
of real estate appraisers; .. 7 

Sponsor: Representatiye Navarre
Requestor: House Labor & Commerce

Agency Affected: Commerce i Economic Dev . 
r r t i • Occupational Licensing______

Components

E X PE N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

17.5 17.5 17.5 ■ 3 - M . 17.5 .. 17.5
18.4 14. / 10.4 10.' . TO..4 _ 10.4
2b.U 15.0 15.0 15.0 liL-Q . 1£J3
1.3 . 1.2.: 1 .3 .]. 3 . l._ 3 1 . 3
6 0 0 0 Q_ . 0

TOTAL OPERATING 62.2 48.5 44.2 44.2

CAPITAL 0 0 ! o 0 0 0

REVENUE 6 0 . 0 0 60,0 fio.n n

FUNDING : (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER GF/PR 
TOTAL

6 2 . 2 4 8 . 5 44.2 L 4 2 44.?
b2. 2 4 8 .  b 4 4 . 2 I , <■. 2 44.2 44 ?

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

0 0 0 0 0 0
'1 ■ 1 1 1 1
0 0 0 0 0 - J 2 __________

A N A LYS IS  : (Anach a separate page i f  necessary) The bill establishes a five-member 
Board of Real Estate Appraisers to establish examination and continuing 
education requirements for certification of general real estate appraisers 
and residential real estate appraisers. The division has received informatio 
that approximately 200 individuals may apply and seek certification upon 
passage of this legislation. (CONTINUED)

Prepared by : Jennifer Strickler. A rim in is t .ra t .iv p  O f f i c e r  phone :   4fS.5-.2144------------
D ivision : Occupational Licensing C ______  Da*:___

Aporovedby Commissioner: L a r r v  M p r n i l i p f^ 'S .  ---------— —
Agency: Department ofTotTtnerce & Economic Development

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agency(i«)

JS/dgl6351 D - l/22390c

Date: 2 - 2 .  3 - ? O
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CONTINUATION OF FISCAL NOTE ANALYSIS - HB 623

This fiscal note represents the cost of certifying real estate appraisers with a 
three-member board and using an estimate of 200 individuals who may qualify for 
certification. Costs of the program are projected based on the number of individuals 
certified. Therefore, using 200 individuals as a base, the real estate appraiser 
certification program will be responsible to cover less than one percent (.076) of the 
division’s operating costs, in addition to funds required to carry out specific mandates 
of the bill. A breakdown of these costs is as follows:

Personal Services:

In FT 91, this funding will provide for four face-to-face meetings: two 
in Anchorage, one in Juneau, and one in Fairbanks; assuming two 
members are appointed from Anchorage, two from Juneau, and one 
from Fairbanks, and three division staff to attend each meeting. This 
funding will also provide travel to administer the examination in 
various locations throughout the state.

In FT 92, board meetings are reduced to three with travel provided to 
administer the examination in various locations.

F Y 93 and forward, board meetings are reduced to two each year and 
travel funds to administer the examination in various locations 
throughout the state.

Contractual: $25.0

This fiscal note provides $10.0 for development of a professional 
certification examination in the first year. Currently, there are

th real estate appraiser examinations and,

developed. An additional $15.0 will fund printing, advertising, 
postage and communication costs.

The revenues are based on 200 individuals paying a certification fee of $150 per year. 
Because certifications are issued for a two-year period, revenues are doubled every

One Seasonal Occupational Licensing Examiner I 
Six months, GGU, Range 12A

Travel:

$17.5

$18.4

questions specific to Alaska will need to be

Supplies: $ .  1,3
Funding will provide standard office supplies.

TOTAL: $62.2

REVENUE;

other year. As indicated, certification fees of 200 certified individuals will not cover 
program costs and, therefore, t h e w i l l  have to be covered by other licensing
areas renewing in those years or b\ x A ated with general funds.

6351D-2/22390c
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STATE OF ALASKA 
1990 LEGISLATIVE SESSION

BILL VERSION: HB 523
PUBLISH DATE: 2/12/90

REQUEST: FISCAL NOTE
Revision Date:
Title: An Acl Relating to Certification o f Real

Estate Appraisers 
Sponsor: Representatives Navarre & Swackhammer
Requestor Labor S c  Commerce

Agency Affected: 
BRU:

Components:

DOT&PF
Engi rering & Operations 
Standards and D  & C Divs. 
ROW Sections

E X P E N D IT U R E S /R E V E N U E S : (Thomindi of Dollml
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES 42.6 0 0 0 0 0
TRAVEL 22.7 0 0 0 0 0
CONTRACTURAL 12.6 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES () 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 () 0
TOTAL OPERATING 77.9 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING:____ fThomindi of Dollircl

77.9 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

P O S IT IO N S :
FULL-TIME 0 0 0 0 0 0

PART-TIME VJ 0 0 0 0 0
TEMPORARY 0 0 0 0 t) 0

ANALYSIS: This bill would require th  ̂certify appraisers involved in the acquisition o f private 
property for public purposes. Currently there arc 14 staff who would need certification. Approximately one-half o f these 
nect most o f the standards for certification. The other one-half would need to undergo the 150 hours of training required. 
5ince the bill requires one year to certify, die department would be obligated to provide necessary training in order to 
naintain present staffing levels. A loss o f appraisal staff could result in delays o f fcdcral-aid projects. The costs outlined 
ibove are for training 7 staff in the first year.

Prepared by: Jeffery C. Oucscn Phone: 465-2951
Division: Engineering and Operations Standards . Date: February 27. 1990
Approved by Commissioner Date:
Agency: Department o f Transportation and Public Facilities (

Disuibution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget
Impacted Agency(ies) Page 1 o f 1
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Department of Transportation and Public Facilities 
Fiscal Note Analysis

There would be no fiscal impact in FY 1990.

Assumptions: 7 staff to be certified in 1991
New staff would be expected to meet certification requirements

Course Costs: S600 for 50 hours o f instruction x 3 courses S I,800.Travel: $600 average x 3 courses 1,800.Per Diem: S80 day x 6 days x 3 courses 1,440.Salary*: $174 hours x S35/hr. average 6,090.
Tota l per S ta ff $ 1 1 ,1 3 0

F o rFY  1991: 7 sta ff* 11,130 = 77,910
* ROW Appraisal staff are CIP funded and as such would need funds to cover their salary costs when not 
performing on a capital project. Discussions with FHWA suggest they would not participate in the costs o f  this 
training, and as such all related costs, as depicted above, would require general funds to compensate.

Page 2 o f 2 
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Gaguine

OFFERED IN THE HOUSE BY REP. NAVARRE
TO: HB 523

A M E N D M E N T

Page 1, line 27, following "appraiser;":

Insert a new paragraph to read:

"(2) adopt rules of professional conduct to establish and 

maintain a high standard of integrity in the real estate appraisal 

profe s s i o n ; "

Renumber following paragraph accordingly.

■
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6-2165Ab
Gaguine

OFFERED IN THE HOUSE 

TO: HB 523

Page 7, lines 6 - 9 :

Delete all material.
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6-2165E
Gaguine
3/5/90

Orig ina l  sponsor(s): REP. NAVARRE, Swackhammer

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 523 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act e n t i t l e d :  "An Act r e l a t i n g  to c e r t i f i c a t i o n  of  r e a l  e s t a t e

app ra i se r s ;  and providing fo r  an e f f e c t i v e  da te . "
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Sec t ion 1. AS 08 i s  amended by adding a new chapter  to read:
CHAPTER 87. REAL ESTATE APPRAISERS.

ARTICLE 1. BOARD OF CERTIFIED REAL ESTATE APPRAISERS.
Sec. 08.87.010. BOARD CREATED. There i s  c rea ted in the Depart­

ment of  Commerce and Economic Development the Board of C e r t i f i e d  Real 
Es t a t e  Appra isers.  The board is composed of  four  members appointed by 
the governor and of  the execut ive d i r e c t o r  of the Alaska Housing 
Finance Corporat ion or the d i r e c t o r ' s  designee.  One appointed member 
s h a l l  be a person l i censed  under th i s  chapter  as a general r e a l  e s t a t e  
appra is e r ,  one appointed member sh a l l  be a person l icensed under th i s  
chapter  as a r e s i d e n t i a l  r e a l  e s t a t e  app ra i s e r ,  one appointed member 
sh a l l  be an execut ive in a mortgage banking e n t i t y ,  and one appointed 
member sh a l l  r ep re sen t  the publ ic .  The board s h a l l  e l e c t  a cha i r  from 
among i t s  membership.

Sec. 08.87.020. POWERS AND DUTIES OF BOARD. In addi t ion to the 
powers and du t i es  confer red on the board by AS 08.01, the board sh a l l

(1) e s t a b l i s h  the examination s p e c i f i c a t i o n s  for c e r t i f i c a ­
t i on  as a general  r e a l  e s t a t e  app ra i se r  and as a r e s i d e n t i a l  rea l  
e s t a t e  appra i se r ;

(2) adopt ru le s  of  p ro fe s s iona l  conduct to e s t a b l i s h  and 
maintain a high s tandard of i n t e g r i t y  in the r e a l  e s t a t e  appra isa l

-1- CSHB 523(L&C)
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pro fess ion;  and
(3) adopt r egu l a t i on s  necessary to ca r ry  out the purposes 

of t h i s  chapter .
ARTICLE 2. CERTIFICATION.

Sec. 08.87.100. CERTIFICATE REQUIRED. A person i s  g u i l t y  of a 
c l a s s  B misdemeanor who

(1) does not hold a c e r t i f i c a t e  i s sued by the board, whose 
c e r t i f i c a t e  i s  suspended or revoked, or whose c e r t i f i c a t e  has lapsed, 
and holds out as a c e r t i f i e d  r e a l  e s t a t e  appra is e r  in  any way, o ra l l y  
or in wr i t ing ,  d i r e c t l y  or by impl ica t ion ;  or

(2) i s  c e r t i f i e d  as a r e s i d e n t i a l  r e a l  e s t a t e  appra i se r  and 
holds out as c e r t i f i e d  to appra ise  r e a l  e s t a t e  o ther  than

(A) r e s i d e n t i a l  r e a l  proper ty of  four  or fewer un i t s ;
or

(B) r e s i d e n t i a l  r e a l  proper ty of  12 or fewer un i t s  
when a ne t  income c a p i t a l i z a t i o n  ana lys i s  i s  not  requ i red  by the 
terms of the app ra i s a l  assignment and a secondary mortgage market 
form is used.
Sec. 08.87.110. REAL ESTATE APPRAISER CERTIFICATE. (a) The 

board sh a l l  i ssue a genera l r e a l  e s t a t e  app ra i se r  c e r t i f i c a t e  to a 
person who p re sen ts  evidence s a t i s f a c t o r y  to the board t h a t  the person

(1) has su cce s s fu l l y  completed 150 or more classroom hours 
of i n s t r u c t i o n  in sub jec t s  r e l a t e d  to r e a l  e s t a t e  app r a i s a l  from an 
app ra i s a l  organ iza t i on  or academic i n s t i t u t i o n  approved by the board;

(2) has s u cce s s fu l l y  completed 15 classroom hours of i n ­
s t r u c t i o n  r e l a t e d  to s tandards of p ro fe ss iona l  p r a c t i c e  as a rea l  
e s t a t e  appra i se r ;

(3) has wi thin the seven years immediately preceding the 
f i l i n g  o f  the app l i c a t ion  for  c e r t i f i c a t i o n  four years  of  experience

CSHB 523(L&C) -2-
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in r e a l  proper ty appra isa l  or three years of experience as a r e g i s ­
t e r ed  t r a in e e  under AS 08.87.310;

(A) succes sfu l ly  completes an examination p resc r ib ed  by the
boa rd ;

(5) has not been convicted of a crime involv ing moral 
tu rp i tude ;  and

(6) has paid the requi red  fees.
(b) The board sh a l l  i ssue a r e s i d e n t i a l  r e a l  e s t a t e  appra i se r  

c e r t i f i c a t e  to a person who pre sen ts  evidence s a t i s f a c t o r y  to the 
board tha t  the person

(1) meets the requirements of (a)(2) and (A) - (6) of  th i s
sec t ion ;

(2) has succes sfu l ly  completed 60 hours of classroom i n ­
s t r u c t i o n  in subjec ts  r e l a t e d  to r e s i d e n t i a l  r e a l  e s t a t e  appra is a l  
from an app ra i s a l  organiza t ion or academic i n s t i t u t i o n  approved by the 
board; and

(3) has within the; f ive  years immediately preceding the 
f i l i n g  of the app l i c a t ion  for  c e r t i f i c a t i o n  three years of experience 
in r e a l  proper ty appra i sa l  or two years of  experience as a r e g i s t e r e d  
t r a i n e e  under AS 08.87.310.

(c) Notwithstanding (a) and (b) of  th i s  sec t ion ,  the board 
sh a l l ,  without r equ i r ing the examination spec i f i ed  in (a)(A) of th is  
s e c t ion ,  i s sue  a general r e a l  e s t a t e  appra iser  or  r e s i d e n t i a l  rea l  
e s t a t e  app ra i s e r  c e r t i f i c a t e  to a person who can, by evidence s a t i s ­
f a c to ry  to the board, show tha t  the person

(1) has been c e r t i f i e d  in another  s t a t e  tha t  has c e r t i f i c a ­
t i on  requi rements su b s t a n t i a l l y  equiva len t  to the requi rements e s t a b ­
l i sh ed  by t h i s  ch.. o t e r  and by r egu la t i ons  issued by the board under
t h i s  chapter ,  and tha t  provides for  c e r t i f i c a t i o n  of nonres idents

-3- CSHB 523(L&C)
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under conditions similar to those set out in this subsection and 

without discriminatory costs;

(2) is not the subject of an unresolved complaint or disci­

plinary action before an authority regulating real estate appraisers 

or a professional real estate appraisers' association;

(3) has not failed the examination for certification as a 

real estate appraiser in this state;

(4) has not had certification as a real estate appraiser 

revoked or suspended in this state or in another jurisdiction;

(5) has submitted proof of continued competency satisfac­

tory to the board;

(6) successfully completes an examination that may be

prescribed by the board relating to appraisal matters unique to

Alaska; and

(7) has paid the required fees.

(d) A certificate m a y  be issued to a natural person only. A 

certified real estate appraiser may sign an appraisal report on behalf 

of a corporation, partnership, firm, or group practice.

Sec. 08.87.120. CONTINUING EDUCATION REQUIREMENTS FOR RENEWAL OF 

C E R T I F I C A T E . (a) The board may not renew a certificate issued under

this chapter unless the person applying for renewal presents evidence 

satisfactory to the board that the person has, within the two years 

preceding the application for renewal, attended 40 classroom hours if

instruction in courses or seminars that have received the approval of

the board.

(b) The board may grant credit toward some or all of the r e­

quirements of (a) of this section to a person who has

(1) successfully completed a program of study determined by 

the board to be equivalent for continuing education purposes to a 

CSHB 5 2 3 (L&C) -4-
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cou rs e or se minar a p p r o v e d  by  the b o a r d  for c o n t i n u i n g  e d u c a ti o n 

credit; or

(2) p a r t i c i p a t e d ,  o t h e r  than as a student, in e du c at i o n a l  

p r o gr am s  that r e l a t e d  to r e a l  e s ta te  analy si s or r e a l  p r o p e r t y  a p­

pra i s a l  theory, p r ac ti ce, or techniq ue , i n c l u d i n g  teaching, p r o g r a m  

de velopment, a n d  p r e p a r a t i o n  of textbooks, m o n o g r a p h s ,  articles, a nd  

ot her i ns t ru c t i o n a l  m a te ri a ls .

(c) The b o a r d  shall a d o p t  r e g u l a t i o n s  on c o n t i n u i n g  e d u c a t i o n  to 

e n su re that pe r so ns  a p p l y i n g  for rene wa l of  c e r t i f i c a t e s  have t h o r o u g h  

k n o w l e d g e  of c u r re n t theories, practi ce s,  and t e c h n i q u e s  of real 

e s ta te ana ly si s and ap pra i sa l . The r e g u l a t i o n s  m u s t  p r o v i d e  for

(1) p r o c e d u r e s  for the s p o n s o r  of a c o u r s e  or semin ar  to 

ap ply for b o a r d  a p p r o v a l  for c o n t i n u i n g  e d u c a t io n  credit; the r e g u­

lations mu s t  r e q u i r e  the s p o ns o r to show that c l a i m e d  a t t e n d a n c e  at a 

cou rse or s e m in a r can be v e r i f i e d ;  and

(2) p r o c e d u r e s  for e v a l u a t i n g  e q u i v a l e n c y  clai ms for a p p l i­

cants for c e r t i f i c a t e  r e n e w a l  u n d e r  (b) of this section.

(d) In c o n s i d e r i n g  w h e t h e r  to a p p r o v e  courses and sem inars u n d e r  

this section, the b o a r d  shall giv e s p e c i a l  c o n s i d e r a t i o n  to courses, 

seminars, and o th er a p p r a i s a l  e d u c a t i o n  progra ms  d e v e l o p e d  by or u n d e r  

the a us p i c e s  of  o r g a n i z a t i o n s  or a s s o c i a t i o n s  of p r o f e s s i o n a l  real 

esta te ap prai s er s  that are u t i l i z e d  by those o r g a n i z a t i o n s  or a s s o­

ciation s for the p u r p o s e s  o f  a w a r d i n g  real e s ta te  a p p r a i s a l  d e s i g­

na t i o n s  or of i n d i c a t i n g  c o m p l i a n c e  w i t h  the c o n t i n u i n g  e d u c a t i o n  

r e q u i r e m e n t s  of the o r g a n i z a t i o n s  or associations.

(e) A n  a m e n d m e n t  o r  repeal of a r e g u l a t i o n  a d o p t e d  by the b oa r d 

u nd er  this section shall n ot  o p e ra t e to deprive a p e r s o n  h o l d i n g  a 

c e r t i f i c a t e  u nd e r this c h a p t e r  cf credit toward re ne wa l of the p e r­

son's c e r t i f i c a t e  for a c o u r s e  of in st r u c t i o n  or se mi n a r that had be en

-5- C S H B  5 2 3 (L&C)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

23

WORK DRAFT WORK DRAFT WORK DRAFT

c o m p l e t e d  b y  the pe rson b e f o r e  the a m e n dm e nt  or repeal  of the r e g u­

lation,

A R T I C L E  3. P R O H I B I T E D  P R A C T I C E S  A N D  

D I S C I P L I N A R Y  PR OC EE D IN G S.

Sec. 08.87.200. P R O H I B I T E D  PR ACT IC E S.  A  c e r t i f i e d  real  estate 

a p p r a i s e r  m a y  not

(1) act n e g l i g e n t l y  or i n c o m p e t e n t l y  or fail w i t h o u t  good 

ca use to e x e r c i s e  r e a s o n a b l e  d i l i g e n c e  in d e v e l o p i n g  an appraisal, 

p r e p a r i n g  an a p pr a i s a l  report, or c o m m u n i c a t i n g  an appraisal;

(2) w i l f u l l y  d i s r e g a r d  or vi ol ate a p r o v i s i o n  of this 

c h a p t e r  or of  a r e g u l a t i o n  a d o p t e d  by the board u n d e r  this chapter;

(3) fail to c o m p l y  w i t h  the U n i fo r m St andards of P r o f e s­

sion al  A p p r a i s a l  Pr ac tice a d o p t e d  by the A p p r ai s al  St an dards Board of 

the A p p r a i s a l  Foundation;

(A) accept a fee for an a p p r a is al  a s s ig nm e nt  that is c o n­

tin g e n t  u p o n  the a p p r a i s e r  r e p o r t i n g  a p r e d e t e r m i n e d  estimate, a n a l y­

sis, or opin i on  or up o n  the opi nion, conclusion, or v a l u a t i o n  reached, 

or u p o n  the c on s eq u e n c e s  r e s u l t i n g  from the appraisa l assignment;

(5) k n o w i n g l y  m a k e  a false statement, submit false i n f o r m a­

tion, or fail to pr ovide c o m p l e t e  i n fo r ma t io n  in r e s p on s e to a q u e s­

tion in an a p p l i c a t i o n  for c e r t i f i c a t i o n  or for re newal of a c e r t i f i­

cate; or

(6) v i o la t e the c o n f i d e n t i a l  nature of go ve r n m e n t  records 

to w h i c h  the p er so n  gains a c c es s  t h r o u g h  re t en t io n  as an a p p r a i s e r  by 

the g o v e r n m e n t  agency.

Sec. 08.87.210. D I S C I P L I N A R Y  PROCEEDINGS. The b oa rd m a y  e x e r­

cise its d i s c i p l i n a r y  po we rs u n d e r  AS 08 .0 1. 07 5 if, after hearing, the 

b o a r d  finds a c e r t i f i e d  real e s t at e  a p p r ai se r  has

(1) v i o l a t e d  a p r o v i s i o n  of this ch ap ter or a re gul a ti on  

CSH B 5 2 3 (L&C) -6-
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a d o p t e d  by the b o a r d  u n d e r  this ch ap t er ;

(2) b e e n  c o n v i c t e d  of a crime that i n v o lv e s m or a l t u r p i­

tude; or

(3) committed, w h i l e  a c t i n g  as a re al e s t a t e  appraiser, an 

act or o m i s s i o n  i n v o l v i n g  dis ho n e st y , fraud, or m i s r e p r e s e n t a t i o n  with 

the intent  to b e n e f i t  the a p p r a i s e r  or a n o t he r  p e r s o n  or to injure 

a n o t h e r  person.

A R T I C L E  A. G E N E R A L  PROVISIO NS .

Sec. 08 .87.300. R E T E N T I O N  O F  RECORDS. (a) A c e r t i f i e d  real 

estate a p p r a i s e r  shall r e t a i n  for n ot  less than three years copies of 

all w r i t t e n  co n tr a ct s  e n g a g i n g  the a p praiser 's  servi ces for real 

p r o p e r t y  a pp r a i s a l  work, and all r e p o r t s  and s u p p o r t i n g  data assemble d 

and f o r m u l a t e d  b y  the a p p r a i s e r  in p r e p a r i n g  the reports.

(b) The t h r e e - y e a r  p e r i o d  s p e c i f i e d  in (a) of this s e ct io n  for 

r e t e n t i o n  of  r e c o rd s  is a p p l i c a b l e  to each e n ga ge m en t  of the services 

of the a p p r a i s e r  and c o m m e n ce s u p o n  the date of the s u b m it ta l  of the 

a p p r a i s a l  re po rt s to the clie n t u n l e s s ,  w i t h i n  the t h r e e - y e a r  period, 

the a p p r a i s e r  is n o t i f i e d  that the ap p ra i sa l  re po rt is i n v o l ve d in 

litigation, in w h i c h  case the t h r e e - y e a r  r e t e n t i o n  p e r i o d  commences 

up on  the date of the final d i s p o s i t i o n  of the litigation.

(c) A l l  r e c o r d s  that a c e r t i f i e d  a p p r a i s e r  m u s t  m a i n t a i n  under

(a) of this se ct i o n shall be ma d e a v a i l a b l e  to the b o a r d  or depar tment 

for i n sp ec t i o n  and c o py in g  u p o n  r e a s o n a b l e  n o t ic e  to the appraiser.

Sec. 08.87.3 10. R E G I S T E R E D  T R A I NE E S.  (a) A p e r s o n  e n g a g e d  in 

the p r a c t i c e  of real estate a p p r a i s a l  w h o  is e m p l o y e d  by or u nd e r the 

direct s u p e r v i s i o n  of a c e r t i f i e d  r e a l  estate a p p r a i s e r  may b ecome a 

r e g i s t e r e d  tr ai ne e by s u b m i t t i n g  p r o o f  to the b o a r d  that the p erson

has s u c c e s s f u l l y  c o m p l e t e d  at least 30 c l a s s r o o m  hours of  cou r se s  in 

sub jects r e l a t e d  to real e s ta te  app ra is al fro m an ap pr aisal

I

-7- CSHB 523(L&C)
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o r g a ni z at io n  or a c a d e m i c  in st i tu t io n a p p r o v e d  by the board.

(b) A r e g i s t e r e d  trainee may p r e p a r e  or a ssis t in the p r e p a r a­

tion of an a p p r a i s a l  re po rt  issued by  a ce r tified real esta te a p p r a i s­

er if the rep ort is a l so  sign ed  by the c e r t i f i e d  real es ta te  a p p r a i s e r  

and if the c e r t i f i e d  rea l est at e a p p r a i s e r  accepts full r e s p o n s i b i l i t y  

for the report.

Sec. 08.87.320. ACTION S BY U N C E R T I F I E D  R EA L ESTA T E A P P R A I S E R S  

PROHIBITED. A  pe rson m a y  not b ri ng an a c t i o n  in a court of this state 

for c o m p e n s a t i o n  for an act done or serv i c e re nd ered as a c e r t i f i e d  

real e s ta te  a p p r a i s e r  if the pe rs on  did not hold a c e rt if i c a t e  under  

this ch ap te r  at the time that the p e r s o n  p e r f o rm e d the act or se rv ic e  

or o f f e r e d  to p e r f o r m  the act or service.

Sec. 08.87.330. EXEMPTIO NS. Th is chapter does not a pp ly  to a 

per so n w h o  a p p r a i s e s  real estate as pa rt  of the tax assessment p r o c es s  

of a m un i ci pa lity.

Sec. 08.87.900. DEFINITIONS, In this chapt er

(1) " an a ly s is  assig n me n t"  m e a n s  an analysis, opinion, or 

c o n c l u s i o n  p r e p a r e d  by a real estate a p p r a is e r that relates to the 

nature, quality, or util i t y of c e r t i f i e d  real estat e or real property;

(2) " a p p r a i s a l "  means an analysis, opinion, or c o n c l u s i o n  

p re p a r e d  by a real est ate appraiser r e l a t i n g  to the nature, quality, 

value, or u t i li t y o f  s p e c i fi e d in te rests i.n, or aspects of, i d e n t i f i e d  

real estate, and i n cl ud es a v al u a t i o n  appraisal, an ana ly si s a s s i g n­

ment, and a r e v i e w  assignment;

(3) " ap p ra i s a l  as s ig nm ent" m e a n s  an en g ag e me n t for w h i c h  an 

a p p r a i s e r  is e m p l o y e d  or reta in ed  to act, or w o u l d  be p e r c e i v e d  by 

third partie s or the publ ic as acting, as a d i s i n t e r e s t e d  p e r s o n  

r e n d e r i n g  an u n b i a s e d  analysis, opinion, o r  conclus io n rel at i ng  to the 

nature, quality, value, or utilit y of specified interests in, or

CSHB 5 2 3 (L&C) -8-
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I I  1
a s p ec ts  of, i d e n t i f i e d  real estate;

"  2
(4) " ap p ra i s a l  r e p or t"  m e a n s  any c o m m u n i c a t i o n , w r i t t e n  or

U  3 oral, of  an appraisal;

y  4
(5) " b o a r d "  m e a n s  the Bo ar d of C e r t i f i e d  Real Estate A p­

jp 5
p r a i s e r s  ;

n  6 (6) " d e p a r t m e n t "  means  the D e p a r t m e n t  of Com merce and

p j 7
E c o n o m i c  Dev elo pm en t;

d  8
(7) " g e n e r a l  real estate a p p r a i s e r "  m e a n s  a real estate

I  9
a p p r a i s e r  c e r t i f i e d  to a p p r a i s e  all types o f  real pr operty;

1  10 (8) "real esta te " me ans an i d e n t i f i e d  p a r c e l  or tract of

c  11 land, i nc l ud in g impr ov e me nt s , but e x c l u d i n g  s u b s u r f a c e  natural r e­

S  12 so ur ce  values;

13
(9) "real p r o p e r t y "  means on e  o r  m o r e  d e f i n e d  interests,

14
be ne f it s , a nd  rights i n he re nt  in the o w n e r s h i p  o f  r ea l  estate;

15
(10) " r e s i d e n t i a l  real estate a p p r a i s e r "  m e a n s  a real estate

16
a p p r a i s e r  c e r t i f i e d  to a p p r a i s e  r e s i d e n t i a l  real pr o perty, su bje ct to

17
the l i m it a ti on s  o f  AS 08.87.1 00(2);

18
i (11) " r e v i e w  a s s i g n m e n t "  m e a n s  an analys is , opinion, or

19|
c o n c l u s i o n  p r e p a r e d  b y  a real estate a p p r a i s e r  that forms an opinion

rS 20
as to the a d e q u a c y  and a p p r o p r i a t e n e s s  of a v a l u a t i o n  a p p r ai s al  or an

21
a n a ly si s  assignment;

22
* (12) " v a l u a t i o n  a p p r a i s a l "  m e a n s  an a n al ys is, opinion, or

23
c o n c l u s i o n  p r e p a r e d  by a real estate a p p r a i s e r  that es ti m at e s the

24
v a l u e  of  an i d e n t i f i e d  p a r c e l  of real estate, or i de n ti fi e d real

2 5 1 
A :

p r o p e r t y  at a p a r t i c u l a r  time.

26
* Sec,. 2. AS 08.01. 01 0 is a m e n d e d  by a d di n g a n ew  p a r a g r a p h  to read:

27
(31) Bo a rd  o f  C e r t i f i e d  Real Estate A p p r a i s e r s  (AS 08.87.-

1  8
010) .

i  - 1 * Sec. 3. AS 0 8 .0 3. 0 10 ( c)  is am e nd e d by a d d i n g  a n e w  p a r a g r a p h  to read:

-9- CSHB 5 2 3 (L&C)
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(24) B o ar d  o f  C e r t i f i e d  Real Estat e A p p r a i s e r s  (AS 08.87.- 

010) -- Ju ne  30, 1994.

* Sec. 4. A S  4 4 . 62 .3 3 0( a ) is a m e n d e d  b y  a dd i ng  a n e w  p a i a g r a p h  to read:

(55) B oard of C e r t i f i e d  Re a l  Esta te Ap p ra i s e r s .
i

* Sec. 5. IN IT IA L  A P P O I N T M E N T S  T O  T H E  BO AR D  OF C E R T I F I E D  RE A L EST AT E

A P P RA IS E RS .  N o t w i t h s t a n d i n g  AS 08.87.0 10, as enacted by sec. 1 of this
I

Act, a p e r s o n  is e l i g i b l e  fo r  an initia l a p p o i n t m e n t  as an a p p r a i s e r  m e m b e r  

of  the B o a r d  of C e r t i f i e d  Rea l Estate A p p r a i s e r s  if the p e r s o n  has at least
I

10 years o f  e x p e r i e n c e  as a real estat e a p p r a i s e r  or if the p e r s o n  is a ! 

| d e s i g n a t e d  m e m b e r  in goo d s t a n d i n g  of a real  es ta te  a p p r a i s a l  o r g a n i z a t i o n  

that, as of J a n u a r y  1, 1989, r e q u ir e d a pp r a i s a l  expe ri en ce, appraisal

educati on, and te st ing to b ec om e  a member, a nd  r e q u i re d  a d h e r e n c e  to g e n­

era l l y  a c c e p t e d  s t an d ar ds  of  p r o f e s s i o n a l  pr ac t i c e  in o rd e r to reta in  

d e s i g n a t e d  m e m b e r s h i p .

* Sec. 6. A S  08.87.100, enacted by sec. 1 of this Act, takes effect

J u l y  1, 1991.

* Sec. 7. E x c e pt  for AS 08.87.100, e n a c t e d  by sec. 1 of this Act, this
I

ji Act takes e f f e c t  J u l y  1, 1990.

I

CSHB 523(L&C) -10-
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IN T H E  H O U S E  BY  THE L A B O R  & C O M M ER C E C O M M I T T E E

CS FO R  HO USE B I L L  NO. 523 (L&C)

IN T HE  L E G I S L A T U R E  O F  THE S TA TE  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F or  an Act e nt it le d: "An Act  r e l a t i n g  to c e r t i f i c a t i o n  of real estate

appraisers; a nd  p r o v i d i n g  for an e ff e ct i ve  date."

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

* S e c t i o n  1. AS  08 is ame nd ed  b y  a d d i n g  a n e w  c h ap t er  to read:

C HA P T ER  87. R E A L  E S T A T E  A P P R A I S E R S .

A R T I C L E  1. B OA R D OF  C E R T I F I E D  R E A L  E S T A T E  APPRAISERS.

Sec. 08.87.010. BOARD CREATED. Th e re  is c r e at e d in the D e p a r t­

ment  of  C o m m e r c e  and Ec on o mi c  D e v e l o p m e n t  the B o a r d  of C e r t i f i e d  Real

E s t a t e  A p p r a i s e r s .  The boar d is c o m p os e d of fo u r  m e mb er s  a p p o i n t e d  by 

the g o v e r n o r  and of  the e x e c u t i v e  d i r e c t o r  of  the A l a s k a  H o u s i n g  

F i n a n c e  C o r p o r a t i o n  or the d i r e c t o r ' s  de si gnee. One a p p o i n t e d  m e m b e r  

shall be a p e r s o n  li ce nsed u n d e r  this c h a p t e r  as a general real estate 

ap pra is er , one a p p o i n te d  m e m be r  shall be a p e r s o n  licensed u n d e r  this 

c h a p t e r  as a r e s i d e n t i a l  real estate ap pr ai s er , one a pp o in t ed  m e m b e r  

shall be  an e x e c ut i ve  in a m o r t g a g e  b a n k i n g  entity, and one a p p o i n te d 

m e m b e r  sh all r e p r e se nt  the public. The b o a r d  shall elect a chair from 

a mong its me m be r s h i p .

Sec. 08.87.020. POWERS A N D  D U T I E S  OF BOARD. In ad di t io n  to the 

pow ers and dut ie s c on fe rred on the b o a r d  by A S  08.01, the board shall

(1) es ta b li s h the e x a m i n a t i o n  s p e c i f i c a t i o n s  for certi fi ca -

I
tion as a g e n e ra l  real estate a p p r a i s e r  and as a r e sident ia l real 

est at e apprai se r;

(2) adopt rules of p r o f e s s i o n a l  co n du c t to e s t a b l i s h  and 

m a i n t a i n  a h i g h  s ta ndard of i n t e gr i ty  in the real estate a pp ra isal

-1- CSHB 5 2 3 (L&C)
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p ro fe s si o n;  and

(3) adop t re gu l a t i o n s  n e c e s s a r y  to c a r r y  out the purposes 

of this chapter.

A RT IC L E 2. C ER TIFI CA TI ON.

Sec. 08.87.100. C E R T I F I C A T E  REQUIRED. A p e r s o n  is g u i l t y  of a 

class B m i s d e m e a n o r  w h o

(1) does n ot hold a ce r ti f i c a t e  i ss u ed  by the board, w h o s e  

c e r t i f i c a t e  is s u s p e n d e d  or revoked, or w h os e  c e r t i f i c a t e  has lapsed, 

and h ol ds  out as a ce r ti fi e d real es ta te ap p ra i s e r  in a ny  way, orally 

or in writing, d i r e c t l y  or by  im pli cation; or

(2) is c e r t i f i e d  as a r e s i d e n t i a l  real es ta te  a p p r a i s e r  and 

ho ld s  out as c e r t i f i e d  to ap pr ai s e rea l estate ot he r  than

(A) r e s i d e n t i a l  real p r o p e r t y  of  four or f e we r units;

or

(E) r e s i d e n t i a l  real p r o p e r t y  of 12 or fe wer uni ts 

w h e n  a net income c ap i t a l i z a t i o n  a n al ys is is no t  r e q u i r e d  by  the 

terms of the ap pr a is al  as si gn me n t a nd  a s e c o n d a r y  m o r t g a g e  m a r k e t  

• fo rm  is used.

Sec. 08.87.110. RE AL  E STATE  A P P R A I S E R  C ER T IF I C A T E .  (a) The 

b o a r d  shall issue a genera l real estate a p p r a i s e r  c e r t i f i c a t e  to a 

p e r s o n  w ho  p r e s en t s evidence  s a t i s f a c t o r y  to the b o a r d  that the per so n

(1) has s u c c e s s f u l l y  c om p le te d  150 or m o r e  c l a s s r o o m  hours 

of i n s t r u c t i o n  in subjects  re la te d to real e stat e a p p r a i s a l  fr o m an 

ap p ra i sa l  o r g a n i z a t i o n  or a cademic  i n s ti t ut io n  a p p r o v e d  by the board;

(?) has s u c c e s s f u l l y  c o m p l e te d 15 c l a s s r o o m  h ours of i n­

structi o n r e la t ed  to st andards of p r o f e s s i o n a l  pr ac t i c e  as a real 

estate appraiser;

(3) has w i t h i n  the seven y ears i m m e d i a t e l y  p r e c e d i n g  the 

fi li n g  of  the a p pl ic a t i o n  for c e r t i f i c a t i o n  four years of ex pe r ie n ce  

CSHB 5 2 3 (L&C) -2-
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in real p r o p e r t y  ap praisal or  three years of e x pe r ie n ce  as a r e g i s­

tered traine e u n d e r  AS 08.87.370;

(4) s u cc e ss fu l ly  c o m p l e t e s  an exa mi na tion p r e s c r i b e d  by the

b o a r d ;

(5) has not be en  c o n v i c te d of a crime i n v o l v i n g  moral 

turpitude; and

(6) has pa i d the r e q u i r e d  fees.

(b) The b oa r d shall i s su e  a res id ential  real es ta te a p p r a i s e r  

c e r t i f i c a t e  to a person wh o pre s en ts  evidence s a t i s f a c t o r y  to the 

b oa r d that the p er s on

(1) me et s the r e q u i r e m e n t s  of  (a)(2) and (4) - (6) of this

section;

(2) has s u c c e s s f u l l y  c o m p l et e d 60 hours of c l a s s r o o m  i n­

stru ctio n in subjects re la te d  to resi dential real e s ta te  a pp rais al  

f ro m  an a p p r a i s a l  o r ga n i s a t i o n  or ac ad e mi c  institution a p p r o v e d  by the 

board; and
f

(3) has w ithi n the five years imme diately p r e c e d i n g  the

fil ing of  the a pp l ic at i on  for c e r t i f i c a t i o n  three years of  e xp e ri e n c e

in real p r o p e r t y  appraisal or two years of experience as a r e g i s t e r e d  

train ee u n d e r  AS 08.87.310.

(c) N o t w i t h s t a n d i n g  (a) and (b) of this section, the board 

shall, w i t h o u t  r e quiring  the e x a m i n a t i o n  specified in (a)(4) of this 

section, iss ue a genera l real estate ap praiser or r e s i d e n t i a l  real 

e state a p p r a i s e r  certific at e to a p e r so n  who can, by ev i de n c e  s a t i s­

factory to the board, show that the person

(I) has been ce r ti fi ed in ano t h er  state that has c e r t i f i c a­

tion r e q u i r e m e n t s  s u b s t an ti a ll y  e q ui v al e nt  to the r e q u ir em e nt s  e s t a b­

lished by this ch apter and by r e g u la ti o ns  issued by the b o a r d  under

this chapter, and that p ro vides for certification of n on r es i d e n t s

-3- CSHB 5 2 3 (L&C)
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u n d e r  c o n d i t i o n s  si mi lar to those set out in this s u b s e c t i o n  and 

w i t h o u t  d i s c r i m i n a t o r y  costs;

(2) is not the su bj e ct  of an u n r e s o l v e d  co m pl ai n t or d i s c i­

pli n a r y  a c t io n  b e f o r e  an a u t h o r i t y  r e g u l a t i n g  real estate  a pp raisers 

or a p r o f e s s i o n a l  real e state appra is e rs '  association;

(3) h as  not f a i l e d  the e x a m i n a t i o n  for c e r t i f i c a t i o n  as a 

real estate a p p r a i s e r  in this state;

(A) has not h a d  c e r t i f i c a t i o n  as a real esta te a p praiser  

r e v o k e d  or s u s p e n d e d  in this st ate or in a n o t he r  ju ri sd i ct i on ;

(5) h a s  s u b m i t t e d  p r o o f  of  c o n t i n u e d  c o m p e t e n c y  s a t i s f a c­

tory to the board;

(6) s u c c e s s f u l l y  c o m p le t es  an e x a m i n a t i o n  that m a y  be 

p r e s c r i b e d  by the b o a r d  r e l a t i n g  to a p pr a is a l m a t t e r s  un iq u e to 

Alaska; and

(7) has pa id  the r e q u i r e d  fees.

(d) A c e r t i f i c a t e  m a y  be i s s u ed  to a n a t u r a l  p e rs on  only. A 

c e r t if i ed  real e s ta te  a p p r a i s e r  m a y  sign an a p p r a i sa l report on b e h a l f  

of a corpora ti on , p ar tn ership,  firm, or g ro up  practice.

Sec. 08.87.120. C O N T I N U I N G  E D U C A T I O N  R E Q U I R E M E N T S  FOR R E N E W A L  OF 

CERTIFIC AT E.  (a) The b o a r d  m a y  not r e n e w  a c e r t i f i c a t e  issu ed under 

this cha pt e r u n l e s s  the p e r s o n  a p p l y i n g  for re newal p resents  eviden ce  

•satisfactory to the b o a rd  that the p e r s o n  has, w i t h i n  the two years 

p r e c e d i n g  the a p p l i c a t i o n  for renewal, a t t e n de d  AO c l as sr o om  hour s of

i n s t r u c t i o n  in co ur se s or s eminar s that ha ve  r e c e i v e d  the a pprov al  of

the board.

(b) The b o a r d  m a y  g ra nt  credit t o wa rd  some or all of the r e­

qui r e m e n t s  of (a) of this se ct io n to a pers o n w ho  has

(1) s u c c e s s f u l l y  c o m p l e te d  a p r o g r a m  of study d e te r mi n ed  by 

the b o a r d  to be e q u i v a l e n t  for c o n t i n u i n g  ed uc a ti o n purposes to a 
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course or se mi n ar  a p p r o v e d  by the b o a r d  for c o n t i n u i n g  e d u c a t io n  

credit; or

(2) pa rt ici p at ed ,  o t h e r  th a n  as a student, in ed u ca t i o n a l  

p r o g r a m s  that r e l a t e d  to real e s t a te  analysis or r e a l  p r o p e r t y  a p­

pra i s a l  theory, practice, or tec hnique, in c luding teaching, p r o g r a m  

developmen t,  and p r e p a r a t i o n  of te xt books, m onograp hs , articles, and 

other i n s t r u c t i o n a l  materials.

(c) The b o a r d  shall adopt r e g u l a t i o n s  on c o n t i n u i n g  e d u c a t i o n  to 

ensu r e that pe rsons a p p l y i n g  for r e n e w a l  of c e rt if i c a t e s  have t h o r o ug h  

k n o w l e d g e  of curre nt  theories, pr ac t i c e s ,  and t e ch n iq ue s  of real 

e state a n al ys is and appraisal. The r e g u l a t i o n s  m us t  p r o v i d e  for

(1) p r o c e d u r e s  for the s p o n s o r  of a c o u r s e  or s e mi n ar  to 

a pp ly  for b oa r d a p pr ov al  for c o n t i n u i n g  ed u c at i on  credit; the r e g u­

lations mus t req ui re  the sponso r to sh o w  that c l a im ed  a t t e n d a n c e  at a 

cou rse or seminar can be ve rified;  and

(2) p ro c ed u re s  for e v a l u a t i n g  e q ui va l e n c y  cla im s for a p p l i­

cants for ce rt if i ca te  re ne w al  u n d e r  (b) of this section.

(d) In c o ns id e r i n g  w h e t h e r  to a p p r o v e  courses and sem in ar s u n d e r  

this section, the b o ar d shall giv e s p e c i a l  c o n s i d e r a t i o n  to courses, 

seminars, and other ap p ra i sa l  e d u c a t i o n  progra ms  d e v e l o p e d  by or u n d e r  

the au s pi ce s  of o rg a ni z a t i o n s  or a s s o c i a t i o n s  of p r o f e s s i o n a l  real 

estate a p pr a i s e r s  tha*- are u t i l i z e d  by those o r g a n i z a t i o n s  or a s s o­

ciation s for the pu r po s es  of a w a r d i n g  real estate a p p r a i s a l  d e s i g­

nat i o n s  or of in d ic a t i n g  c o mp l i a n c e  w i t h  the c o n t i n u i n g  e d u c a t i o n  

r e q u i r e m e n t s  of the o r g a n i z a t i o n s  or associations.

(e) An am endment or repeal of a r e g u l a t i o n  a d o p t e d  by the b oa r d 

u n d e r  this section shall not o p e r at e  to deprive a p e r s o n  h o l d i n g  a 

c e r t i f i c a t e  under this ch ap te r  of c redit  toward renewal of the p e r­

son's c e r t i f i c a t e  for a course of i n s t r u c t i o n  or sem in ar  that had bee n

-5- CSHB  5 2 3 (L&C)
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c o m p l e t e d  by the p er s on  b e f o r e  the a m e n d m e n t  or r e p e a l  of the r e g u­

lation.

A R T I C L E  3. P R O H I B I T E D  P R A C T I C E S  A ND  

D I S C I P L I N A R Y  P R O C E E D I N G S .

Sec. 08.87.200. P R O H I B I T E D  P RA C TI C E S .  A  c e r t i f i e d  real estate 

a p p r a i s e r  m a y  not

(1) act n e g l i g e n t l y  or i n c o m p e t e n t l y  or fai l w i t h o u t  good 

ca use to e x e r c i s e  r e a s o n a b l e  d i l i g e n c e  in d e v e l o p i n g  an appraisal, 

p r e p a r i n g  an a p p r a i s a l  report, or c o m m u n i c a t i n g  an appraisal;

(2) w i l f u l l y  d i s r e g a r d  or v i o l a t e  a p r o v i s i o n  of this 

c h a p t e r  or of a r e g u l a t i o n  a d o p t e d  b y  the b o a r d  u n d e r  this chapter;

(3) fail to c o m p l y  w i t h  the U n i f o r m  S t a n d a r d s  of P r o f e s­

siona l A p p r a i s a l  P r a c t i c e  a d o p t e d  b y  the A p p r a i s a l  S t an d ar ds  B oa r d of 

the A p p r a i s a l  Fou ndation;

(4) acce pt  a fee for an a p p r a i s a l  a s s i g n m e n t  that is c o n­

ting e n t  u p o n  the a p p r a i s e r  r e p o r t i n g  a p r e d e t e r m i n e d  est imate, a n a l y­

sis, or o p i n i o n  or up o n the opinion, conclusion, or v a l u a t i o n  reached, 

or u p o n  the con s eq u en ce s  r e s u l t i n g  f r o m  the ap praisal  a s si gn ment;

(5) k n o w i n g l y  m a k e  a false statement, subm it false i n f o r m a­

tion, or fail to p r o vi d e c o m p l e t e  i n f o r m a t i o n  in r e s p o n s e  to a q u e s­

tion in an a p p l i c a t i o n  for c e r t i f i c a t i o n  or for r e n ew a l of a c e r t i f i­

cate; or

(6) v i o l a t e  the c o n f i d e n t i a l  n a t u r e  of g o v e r n m e n t  records 

to w h i c h  the p e r s o n  gains acc ess t h r o u g h  r e t e nt i on  as an a p p r a i s e r  by 

the g o v e r n m e n t  agency.

Sec. 08.87.210. D I S C I P L I N A R Y  P RO C EE D I N G S .  The b o a r d  m a y  e x e r­

cise its d i s c i p l i n a r y  pow er s u n d e r  AS 08 .0 1 .0 75  if, a f t er  hearing, the 

b oa r d find s a c e r t i f i e d  real est at e a p p r a i s e r  has

(1) v i o l a t e d  a p r o v i s i o n  of  this chapter  or a r e g u l a t i o n  

CSKB  5 2 3 (L&C) -6-
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a d o p t e d  by the b o a r d  u n d e r  this chapter;

(2) b e e n  c o n v i c t e d  of a crim e that i n v o l v e s  m o r a l  t u r p i­

tude; or

(3) committed, w h i l e  a c ti ng  as a re al  e s ta t e appraiser, an 

act or o m i s s i o n  i n v o l v i n g  dishonesty, fraud, or m i s r e p r e s e n t a t i o n  wi t h 

the intent to b e n e f i t  the a p p r a i s e r  or a n ot h er  p e r s o n  or to injure 

a n o t h e r  person.

A R T I C L E  4. G E N E R A L  PROVISIONS.

Sec. 08.87.300. R E T E N T I O N  OF  RECORDS. (a) A  c e r t i f i e d  real 

estate a p p r a i s e r  shall r e t a i n  for not less than th re e  y e ar s  copies of 

all w r i t t e n  co nt r ac ts  e n g a g i n g  the a p p r a i s e r’s se r v i c e s  for real 

p r o p e r t y  ap pr a is a l work, and all r e p o r t s  and s u p p o r t i n g  d at a  a ss e mb le d 

and f o r m u l a t e d  by the a p p r a i se r  in p r e p a r i n g  the reports.

(b) T he t h r e e - y e a r  p e r i o d  s p e c i f i e d  in (a) of this s e c ti o n for 

r e t e n t i o n  of  re co rd s is a p p l i c a b l e  to e a c h  e n g a g e m e n t  of  the services 

of the a p p r a i s e r  and co mm ences u po n  the date of the s u b m i t t a l  of the 

a pp r a i s a l  reports to the cl ie nt unless, w i t h i n  the t h r e e - y e a r  period, 

the a p p r a i s e r  is n o t i f i e d  that the app ra i sa l  r e p o r t  is i n v o l v e d  in 

litigation, in w h i c h  case the t h r e e - y e a r  r e t e n t i o n  p e r i o d  commences 

upo n the date of the final di s po s i t i o n  of the litigatio n.

(c) All records that a certified appraiser must maintain under

(a) of this section shall be made available to the board or department 

for inspection and copying upon reasonable notice to the appraiser.

Sec. 08.87.310. R E G I S T E R E D  TR AI NEES. (a) A p e r s o n  e n g a g e d  in 

the p r a c t i c e  of real est at e ap p r ai s al  w h o  is e m p l o y e d  by or u n de r the 

direct s u p e r v i s i o n  of a c e r t i f i e d  real estate a p p r a i s e r  m a y  b e c om e a 

r e g i s t e r e d  trainee by s u bm i tt i ng  proo f to the b o a r d  that the pers on  

has s u c c e s s f u l l y  c o m p l e t e d  at least 30 c l a s s r o o m  h o u r s  o f  courses in 

subjects r e la t ed  to real estate ap p r ai sa l  f r o m  an a pp r ai sa l

-7- C S H B  5 2 3 (L&C)
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o r g a n i z a t i o n  or a c a d e m i c  insti t ut i on  a p p r o v e d  by the board.

(b) A  r e g i s t e r e d  tr ain ee m a y  p r e p a r e  or assi st  in the p r e p a r a­

tion of an a p p r a i s a l  report issued by a c e r t i f ie d  real estate a p p r a i s­

er if the report is also s igned by the c e r t i f i e d  real e state a p p r a i s e r  

a nd  if the c e r t i f i e d  real est ate a p p r a i s e r  accepts full r e s p o n s i b i l i t y  

for the report.

Sec. 08.87. 320. A C T I O N S  BY U N C E R T I F I E D  R E A L  E S T A T E  A P P R A I S E R S  

PRO HIBITE D.  A  p e r s o n  m a y  not b ri n g an a c t io n  in a court of this state 

for c o m p e n s a t i o n  f or an act done or se rv ice r e n d e r e d  as a c e r t i f i e d  

real e st at e  a p p r a i s e r  if the p e rs o n did not ho l d  a c e r t i f i c a t e  u n d e r  

this c h a p t e r  at the time that the p e r s o n  p e r f o r m e d  the act or service 

or o f f e r e d  to p e r f o r m  the act or service.

Sec. 08.87.330. EXEMPTIONS. This ch ap te r does n ot ap pl y to a 

p e r s o n  w h o  a p p r a i s e s  real estate as part of the tax as s es s m e n t  pro ce ss  

of a m un ic i p a l i t y .

Sec. 08.87.900. DEFINITIO NS . In this chapter

(1) "a n al y si s assi g n me nt "  m e a n s  an analysis, opinion, or

c o n c l u s i o n  p r e p a r e d  by a real estate a p p r ai s er  that re la tes to the

nature, quality, or u t i l i t y  of ce rt i fi e d real esta t e or real property;

(2) " a p p r a i s a l "  mean s an analysis, opinion, or c o n c l u s i o n  

p r e p a r e d  by a real e s t at e  a p p r a is e r r e l a t i n g  to the nature, quality, 

value, or u t i l i t y  of s p e c i f i e d  interests in, or as pects of, id en t i f i e d  

real estate, and i nclu de s a v a l u a t i o n  appraisal, an anal ys is a s s i g n­

ment, and a r e v i e w  assi gnment;

(3) " a pp r ai s al  a s s ig n me n t"  m e a n s  an en ga g e m e n t  for w h i c h  an

a p p r a i s e r  is e m p l o y e d  or r et ained to act, or w o u l d  be p e r c e i v e d  by

third pa rt ie s or the publ ic  as acting, as a d i s i n t e r e s t e d  p e r so n  

r e n d e r in g an u n b i a s e d  analysis, opinion, or c on c lu s io n  r e l a t i n g  to the 

nature, quality, value, or ut il i ty  of sp ec if ie d interests in, or

CSHB 5 2 3 (L&C) -8-
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a s p ec ts  of, id e nt i f i e d  rea l estate;

(4) " a pp ra i sa l  r e p o r t "  m e a n s  a ny  c o m m u ni c at io n , w r i t t e n  or 

oral, of an appraisal;

(5) "bo ar d"  m e a n s  the Board of C e r t i f i e d  Re al  E s ta t e A p ­

pra iser s  ;

(6) " d ep a r t m e n t "  m e a n s  the D e p a r t m e n t  of  C om m e r c e  and 

E co n o m i c  Dev elopment;

(7) "gener al  real es ta te  a p p r a i s e r "  m e a n s  a rea l estate

a p p r a i s e r  c e r t i f i e d  to a p p r a i s e  all types of  real pr op erty;

(8) "real e s t a t e "  m e a n s  an i d e n t i f i e d  p a r c e l  or tract of

land, i n c l ud i ng  impr ovement s,  but e x c l u d i n g  s u b s u r f a c e  n a t u r a l  r e­

source values;

(9) "real p r o p e r t y "  m e a n s  one or more d e f i n e d  interests, 

be nefits, and righ ts  inh er e nt  in the o w n e r s h i p  of  real estate;

(10) " r e s i d e n t i a l  real est ate a p p r a i s e r "  me a ns  a re al  est at e 

a p p r a i s e r  c e r t i f ie d  to a p p r a i s e  r e s i d e n t i a l  real prope rt y,  subj e ct  to 

the l i m i t a t i o n s  of  AS 08 .8 7.100(2) ;

(11) " r ev i ew  a s s i g n m e n t "  me a ns  an analysis, opinion, or

c o n c l u s i o n  p r e p a r e d  by a real e s t at e  a p p r a i s e r  that forms an o p in io n  

as to the a d e q u a c y  and a p p r o p r i a t e n e s s  of a v a l u a t i o n  a p p r a i s a l  or an 

an al y si s  assignment;

(12) " va l ua t i o n  a p p r a i s a l "  m e a n s  an an alysis, opinion, or

c o n c l u s i o n  p r e p a r e d  by a real estate a p p r a i s e r  that e st i ma te s  the

va lu e of  an i de n ti f ie d  p a r c e l  of real estate, or i d e n t i f i e d  real

p r o p e r t y  at a p a r t i c u l a r  time.

* Sec. 2. AS 08.Ul.010 is a m e n d e d  by ad di ng a ne w  p a r a g r a p h  to read:

(31) B oa rd of C e r t i f i e d  Real Estate A p p r a i s e r s  (AS 08 .8 7.-

0 1 0) .

* Sec. 3. AS 08.03.010(c) is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

-9- CSHB 5 2 3 (L&C)
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(24) Board of C e r t i f i e d  Real E st at e  A p p r a i s e r s  (AS 08.87.- 

010) -- Jun e 30, 1994.

* Sec. 4. AS  44 .62.330 (a ) is amen d ed  by a d di ng  a n e w  p a r a g r a p h  to read:

(55) Board  of C e r t i f i e d  Real E st a te  A pp ra i se r s.

* Sec. 5. I N IT I AL  A P P O I N T M E N T S  TO THE B O A R D  OF C E R T I F I E D  R E A L  E S T AT E

APPRAISER S.  N o t w i t h s t a n d i n g  AS 08.87.010, as e n a c t e d  by sec. 1 of this 

Act, a p e r s o n  is eli g ib le  for an initial a p p o i n t m e n t  as an a p p r a i s e r  m e m b e r  

of the B o a r d  of C e r t i f i e d  Real Estate A p p r a i s e r s  if the pers o n has at least 

10 years of e x p e r i e n c e  as a real estate a p p r a i s e r  or if the p e r s o n  is a 

d e s i g n a t e d  m e m b e r  in go o d  stan ding of a real  est at e a p p r a i s a l  o r g a n i z a t i o n  

that, as of  J a n u a r y  1, 1989, r e q u ir ed  a p p r a i s a l  experience, ap pr aisal

education, a n d  te st ing to b ecome a member, and r e q u i r e d  a d h e r e n c e  to g e n­

erally a c c e p t e d  st an da rd s of p ro f e s s i o n a l  p r a ct i ce  in or der to retain  

d e s i g n a t e d  m em be r sh i p.

* Sec. 6. AS 08.87.100, ena c te d  by sec. 1 of this Act, takes effect 

J u l y  1, 1991.

* Sec. 7. E xcept  for AS 08.87.100, e n a c t e d  by sec. 1 of this Act, this 

Act takes e f f ec t  J u l y  1, 1990.

CSHB 523(L&C) 10-



FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

Appraisal Subcommittee

1776 6 Street, NW, Suite 701

Washington, DC 20006

FOR: Immediate Release Contact: 202-447-1800

DATE: January 18, 1990

Guidelines for state certification and licensing of real estate appraisers were 

released today by the Appraisal Subcommittee of the Federal Financial Institu­

tions Examination Council (FFIEC). The guidelines are intended to help states 

establish certification and licensing procedures for appraisers involved in 

federally related transactions.

States are authorized to establish such procedures under Title XI of the 

Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA). 

FIRREA also established the Appraisal Subcommittee and made it responsible for 

monitoring the appraiser certifying and licensing agencies that states may 

establish to carry out the purposes of Title XI.

The guidelines released today are designed to help states move quickly to 

implement provisions in Title XI, promote the independence of the appraisal 

regulatory function, reduce conflicts of interest, and address concerns about 

grandfathering and dual licensing requirements for appraisers.



In issuing today's guidelines, the Appraisal Subcommittee said it would review 

each state's compliance with the intent of Title XI in its entirety. Title XI 

instructs the Subcommittee not to recognize appraiser certifications and 

licenses from states whose appraisal policies, practices or procedures are 

found to be inconsistent with the purposes of Title XI.

In light of the important objectives of Title XI, the Subcommittee encourages 

public comments on the issues addressed by the guidelines, which will be 

published in the Federal Register. Comments should be sent to the Appraisal 

Subcommittee, FFIEC, 1776 G Street, N.W. Washington, D.C. 20006.



APPRAISAL SUBCOMMITTEE:

FEDERAL FINANCIAL INSTITUTIONS 

EXAMINATION COUNCIL 

Guidelines Regarding State Certification 

and Licensing of Appraisers 

Docket No. AS90-1

AGENCY: Appraisal Subcommittee, Federal Financial Institutions Examination

Council.

ACTION: Notice of guidelines.

SUMMARY: The Appraisal Subcommittee of the Federal Financial Institutions

Examination Council ("Appraisal Subcommittee") is issuing this notice of guide­

lines to assist the states in establishing appropriate organizational struc­

tures for licensing and certifying appraisers.

These guidelines are intended to 1) facilitate timely implementation of the 

provisions of Title XI -of the Financial Institutions Reform, Recovery and 

Enforcement Act of 1989, 2) promote the independence of the state appraisal 

regulatory function, 3) reduce conflicts of interest, and 4) address concerns 

regarding the issues of grandfathering and dual licensing.

This notice of guidelines provides states and interested persons with copies of 

the guidelines and affords them an opportunity to comment. The Appraisal 

Subcommittee will carefully review the comments received and may issue modified 

guidelines if necessary.



DATE: Comments must be received on of before (INSERT DATE 60 DAYS AFTER DATE

OF PUBLICATION IN THE FEDERAL REGISTER).

ADDRESS: A H  comments should be sent to the Appraisal Subcommittee, ATTN:

Keith Todd - Docket No. AS90-1, Federal F i n a n c e ;  Institutions Examination 

Council, 1776 G Street, Washington, DC 20006.

FOR FURTHER INFORMATION CONTACT: Written inquiries regarding this notice can

be sent ATTN: Keith Todd - APPRAISAL INQUIRY to the address listed above.

SUPPLEMENTARY INFORMATION:

Title XI of the Financial Institutions Reform, Recovery and Enforcement Act of 

1989 ("Title XI"), Pub. L. No. 101-73, 103 Stat. 183, 511 (1989), provides that 

states may establish a state appraiser certifying and licensing agency to 

assure availability of appraisers for federally related transactions, and to 

assure effective supervision of those appraisers. Title XI also established 

the Appraisal Subcoinnittee whose responsibilities, among other things, include 

monitoring the state appraiser certification and licensing systems.

In order to facilitate implementation of Title XI, the Appraisal Subcommittee 

is issuing these guidelines for use by the states in discharging their func­

tions and responsibilities under the statute.

This notice of guidelines Advises the states and interested persons °'f 

content of the guidelines and affords an opportunity to comment on tiiem. The 

Appraisal Subcommittee will carefully review the comments received and may 

issue modified guidelines if necessary.



1/18/90

DATED: KEVIN BLAKELY

CHAIR, APPRAISAL SUBCOMMITTEE, 

FEDERAL FINANCIAL INSTITUTIONS 

EXAMINING COUNCIL

BILLING CODE: 6210-01-M



APPRAISAL SUBCOMMITTEE 

GUIDELINES REGARDING 

STATE CERTIFICATION AND LICENSING OF APPRAISERS

Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 

1989 (FIRREA) establish.* an Appraisal Subconmittee of the Federal Financial 

Institutions Examination Council. The responsibilities of the Appraisal 

Subcommittee include, among other things, monitoring the app*aiser certifying 

and licensing agencies, which states may establish to carry out the purposes of 

Title XI. Section 1116 (d) of this Title instructs the Subconmittee not to 

recognize appraiser certifications and licences from states whose appraisal 

policies, practices or procedures are found to be inconsistent with Title XI.

The legislative history accompanying Title XI indicates that states should 

adopt an organizational structure for implementing their appraiser licensing, 

certification and supervision functions that avoids potential conflicts of 

interest. Recognizing that each state has fiscal constraints or other factors 

that could influence the structure and location of the agency charged with 

licensing and certifying appraisers, the legislative history also indicates a 

desire to avoid imposing any particular organizational structure upon the 

states. However, while this suggests that a state could choose to locate the 

appraisal regulatory function in the same department as the regulation of real 

estate licensing, promotion, development or financing functions (hereinafter 

"realty related activities"), the organizational structure of the department 

must provide adequate safeguards to ensure that the appraisal regulatory 

function is independent of realty related activities.



In response to numerous requests from states and other interested parties, the 

Subcommittee is issuing these guidelines to assist the states, territories and 

the District of Columbia in the establishment of appropriate organizational 

structures for licensing and certifying appraisers. The guidelines are intend­

ed to facilitate the implementation of Title XI, promote the independence of 

the appraisal regulatory function, reduce conflicts of interest, and address 

the grandfathering and dual licensing of appraisers. Given the importance of 

these objectives, the subcommittee will accept and consider public comments on 

the issues addressed by these guidelines.

GUIDELINES

LOCATION OF THE AGENCY

The Subcommittee believes it is preferable that the certification and licensing 

function be established as a totally independent regulatory agency answerable 

to the governor or a cabinet level officer who has no regulatory responsibility 

for realty related activities. (In these guidelines, the appraisal regulatory 

body will be referred to as the "agency", although it may also be a board, 

commission, or individual). Such a structure would provide maximum insulation 

for the agency from influences of any industry or organization whose members 

have a direct or indirect financial interest in the outcome of the agency's 

decisions (hereinafter "affected industry").

If, due to fiscal or other constraints, a separate agency is not feasible, the 

appraisal certification and licensing function should be located within a state



regulatory body which is structured to adequately eliminate the influences of 

an affected industry over the appraisal function.

APPOINTMENT OF THE AGENCY HEAD

The appointment of the agency head or members of the appraisal board should be 

made by an individual or committee not associated or affiliated with an affect­

ed industry. (An individual would be affiliated or associated with an affected ̂  

industry if the individual had a direct or indirect pecuniary interest in the ) 

industry).

To illustrate:

An autonomous agency head, appointed by the governor and subject to 

confirmation by the legislature would generally be considered to be 

properly appointed.

An individual or board chosen by or answerable to a committee or commis­

sion comprised of a majority of real estate appraisers, real estate 

brokers, financial institution executives or other members of an affected 

industry would not meet the criteria for being independently appointed.

INDEPENDENCE FROM AFFECTED INDUSTRIES

If the agency is directed by an individual, that person should not be actively 

engaged in the appraisal business or any other affected industry for the term 

of appointment or employment, and for a reasonable period thereafter.


