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76th OREGON LEGISLATIVE ASSEMBLY--2012 Regular Session

House Bill 4173

Sponsored by COMMITTEE ON RULES

SUMMARY

The following summary is not prepared by the spensors of the measure and is not a part of the body thereof subject
to consideration by the Legislative Assembly. It is an editor's brief statement of the essential features of the
measure as introduced. :

Modifies requirements for primary, general and special election ballots.
Declares emergency, effective on passage.

A BILL FOR AN ACT
Relating to the printing of official election ballots; creating new provisions; amending ORS 254.115
and 254.135; and declaring an emergeney.
Be It Enacted by the People of the State of Oregon:

SECTION 1. ORS 254.135 is amended to read:

9254.135. (1} The official general or special election ballot shall be styled “Official Ballot” and
shall state:

(a) The name of the county for which it is intended.

(b) The date of the election.

() The names of all candidates for offices to be filled at the election whose nominations have
been made and accepted and who have not died, withdrawn or become disqualified. The ballot may
not contain the name of any other person.

{d) The number, ballot title and financial estimates under ORS 250.125 of any measure to be
voted on at the election.

(2) The names of candidates for President and Vice President of the United States shall be
printed in groups together, under their political party designations. The names of the electors may
pot be printed on the general election balot. A vote for the candidates for President and Viee
President is a vote for the group of presidential electors supporting those candidates and selected
ag provided by law. The general election ballot shall state that electors of President and Vice
President are being elected and that a vote for the candidates for President and Vice President shall
be a vote for the electors supporting those candidates.

{3)a) The name of each candidate nominated shall be printed [upon] on the ballot in but one
place, without regard to how many times the candidate may have been nominated. The name of a
political party, or names of political parties, shall be [added opposite] printed with the name of a
candidate for other than nonpartisan office according to the following rules: .

(A) For a candidate not affiliated with a political party who is nominated by @ minor political
party, the name of the minor political party shall be [added opposite] printed with the name of the
candidate;

(B) For a candidate not affiliated with a political party who is nominated by more than one
minor political party, the names of not more than three minor political parties selected by the can-
didate shall be [edded opposite] printed with the name of the candidate;

NOTE: Matter in boldfaced type in an amended seciion is new; matter [ifalic and bracketed) is existing law to be omitied.
New sections are in boldfaced type.
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HB 4173

(C) For a candidate who is a member of a political party who is nominated by a political party
of which the candidate is not a member, the name of the political party that nominated the candi-
date shall be [added opposite] printed with the name of the candidate;

(D) For a candidate who is a member of a political party who is nominated by more than one
political party of which the candidate iz not a member, the names of not more than three political
parties selected by the candidate shall be [added opposite] printed with the name of the candidate;

(E) For a candidate who is nominated only by a political party of which the candidate is a
member, the name of the political party of which the candidate is a member shall be [added
opposite] printed with the name of the candidate; and

(F) For a candidate who is nominated by a political party of which the candidate is 2 member
and by any political party or parties of which the candidate is not a member, the name of the poli-
tical party of which the candidate iz a member and the names of not more than two other political
parties selected by the candidate shall be [added opposite] printed with the name of the candidate.

(b) If a candidate is required to select the name of a political party to be [added] printed on the
ballot under paragraph (a) of this subsection, the candidate shall notify the filing officer of the se-
lection not later than the 61st day before the day of the election.

{c) The word “incumbent” shall {follow] be printed with the name of each candidate for the
Supreme Court, Court of Appeals, Oregon Tax Court or circuit court who is designated the
incumbent by the Secretary of State under ORS 254.085.

{d} The word “nonaffiliated” shall ifollow] be printed with the name of each candidate who is
not affiliated with a political party and who is nominated by an assembly of electors or individual
electors. _

(e} I two or more candidates for the same office have the same or gimilar surnames, the lecation
of their places of residence shall be printed [oppositel with their names to distinguish one from an-
other.

SECTION 2. ORS 254.115 is amended fo read: _

254.115. (1) The official primary election ballot shall be styled “Official Primary Nominating
Ballot for the ... Party.” and shall state:

(a) The name of the county for which it is intended.

(b) The date of the primary election.

(c) The names of all candidates for nomination at the primary election whose nominating pe-
titions or declarations of candidacy have been made and filed, and who have not died, withdrawn
or become disqualified.

{d) The names of candidates for election as precinct committeeperson.

{e) The names of candidates for the party nomination for President of the United States who
qualified for the ballot under ORS 249.078.

(2) The primary election ballot may include any city, county or nonpartisan office or the number,
ballot title and financial estimates under ORS 250.125 of any measure. '

(3) The ballot may not contain the name of any person other than those referred to in sub-
sections (1) and (2) of this section. The name of each candidate for whom a nominating petition or
declaration of candidacy has been filed shall be printed on the ballot in but one place. In the event
that two or more candidates for the same nomination or office have the same or similar surnames,
the location of their places of residence shall be printed [opposite] with their names o distinguish
one from another,

SECTION 3. The amendments to ORS 254.115 and 254.135 by sections 1 and 2 of this 2012
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Act apply to ballots for elections held on or after the effective date of this 2012 Act.
- SECTION 4. This 2012 Act being necessary for the immediate preservation of the public
peace, heaith and safety, an emergency is declared to exist, and this 2012 Act takes effect

on its passage.
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HB 4173 Notes

s Modifies requirements for primary, general and special election ballots.
e Declares emergency, effective on passage.

Section 1, amending 254.135
o Modifies the placement of political party affiliation throughout general or special
election ballots
Section 2, amending 254.115
o Modifies the placement of place of residence on primary election ballots when two
candidates have the same surname
Section 3, effective date
Section 4, emergency clause
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2012 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM
(See instructions for completing form)

Please complete this form, and return one copy each lo the Legislative Fiscal Office (LFO) and the Budget
and Management Division (BAM).

Agency Name: Secretary of State

Preparer Name/Title: _Steve Trout, Director, Elections Division

Preparer Phone #. 503-986-2339

Date Submitted: Fehruary 20, 2012

Measure# HB 4173 Version:

X Nofiscalimpact  The absence of an expenditure or revenue (non-tax) impact.
____ Minimal Impact A fiscal impact that can be absorbed with existing agency resources.
____ Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

Does the proposed legislation impact a program that is part of the November 2011 required reduction
option list? If yes, please describe this impact in the Written Analysis section of the form.
Yes ' No X

The budgetary impact of this bili was reviewed and approved by the Interim Joint Committee on Ways and
Means to be recommended to be included in the omnibus budget bill.
Yes No X

Is the bill anticipated by the Governor's Recommended Budget as a Policy Option Package? If yes,
please identify the Policy Option Package name and number in your written analysis.
Yes No X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that
triggers evaluation under Section 15, Article Xl of the Oregon Constitution?
Yes No X

AGENCY WRITTEN ANALYSIS:

Provide a high-level summary of the general requirements of the bill and what your agency will need to do to
comply with the requirements. ldentify any ambiguity or other issues related to the measure’s language. Identify
measure’s effective date, and if applicable, operative dates, Summarize the methodology used to make fiscal
calculations/determination. See instructions for other considerations.

There is no fiscal impact to the state by this proposed legislation. The bill simply changes the location
of printed abbreviated political party names on official ballots. This will only come into play in
November General Elections where candidates may be nominated by up to three political parties.



FISCAL IMPACT OF PROPOSED LEGISLATION Measure: HB 4173-1

Seventy-Sixth Oregon Legislative Assembly — 2012 Regular Session
Legislative Fiscal Office

Prepared by: Matt Stayner
Reviewed by: Steve Bender, Laurie Byerly
Date: 2122112

Measure Description:
Modifies requirements for primary, general and special election ballots.

Government Unit(s) Affected:
Secretary of State, Counties

Analysis:
The proposed legislation has been determined to have

NO EXPENDITURE IMPACT

on state or local government.

Page 1 of 1
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76th OREGON LEGISLATIVE ASSEMBLY--2011 Regular Session

Senate Bill 536

Sponsored by Senators HASS, ATKINSON, Representatives CANNON, GILLIAM (Presession filed.)

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the bedy thereef subject
to consideration by the Legislative Assembly. It is an edifor's brief statement of the essential features of the
measure as introduced.

Prohibits use of single-use checkout bags except in certain cases. Allows Department of Envi-
ronmental Quality to impose civil penalty. Prohibits local governmenis from imposing charges on
checkout bags or other bags provided to customers. Repeals statute requiring retail establishments
that offer plastic bags to customers to also offer paper bags. .

Declares emergency, effective on passage.

A BILL FOR AN ACT
Relating to bags; creating new provisions; amending ORS 459.235 and 459A.115; repealing ORS
459A.695; and declaring an emergency.
Be It Enacted by the People of the State of Oregon:

SECTION 1. As used in sections 1 to 4 of this 2011 Act:

(1) “Recycled paper checkout bag” means a paper bag made by a manufacturer whose
total production of paper checkout bags in the preceding calendar year averaged at least 40
percent recycled fiber.

(2)(a) “Retail establishment” means any store in this state that sells or offers for sale
goods at retail. _

(b) “Retail establishment” does not mean an establishment where the primary business
is the preparation of food or drink:

(A) For consumption by the public;

(B) In a form or guantity that is consumable then and there, whether or not it is con-
sumed within the confines of the place where prepared; or

(C) In consumable form for consumption ouiside the place where prepared.

(3) “Reusable checkout bag” means a bag with handles that is specifically designed and
manufactured for multiple revse and is made of:

(a) Cloth or other machine-washable fabric; or

(b) Durable plastic that is at least 2.25 mils thick.

(4)(a) “Single-use checkout bag” means a bag made of paper, plastic or any other mate-
rial that is provided by a retail establishment to a customer at the time of checkout.

(b} “Single-use checkout bag” does not mean a bag made of paper, plastic or any other
material thai is provided by a retail establishment to a customer at a time other than the
time of checkout, '

SECTION 2. (1) Except as provided in subsection (2) of this section, a retail establishment
may not provide single-use checkout bags to customers.

(2) A retail establishment may:

(a) Make reusable checkout bags available for sale to cusiomers.

(b) Provide reusable checkout bags af no cost to customers.

NOTE: Matter in boldfaced type in an amended section is new; matter [itelic and bracketed} is existing law to be omitted.
New sections are in boldfaced type.
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SB 536

(¢) Provide recycled paper checkout bags at no cost to:

(A) Customers who use a voucher issued under the Women, Infants and Children Pro-
gram established in the Oregon Health Authority under ORS 409,600,

(B) Customers who use an electronic benefits card issued by the Department of Human
Services.

(d) Provide recycled paper checkout bags to customers if the retail establishment charges
not less than five cents for each recycled paper checkout bag.

(e) Provide single-use checkout bags to customers for items marked with protected
health information or other confidential information.

(3) The Environmental Quality Commission may adopt rules necessary to implement
sections 1 to 4 of this 2011 Act. o

(4) The Department of Environmental Quality may require a retail establishment to
provide, within a reasonable time, information necessary to ensure compliance with this
section. )

SECTION 3. (1) The Department of Environmental Quality may impose a civil penalty on
a person for a violation of section 2 of this 2011 Act.

(2) A civil penalty imposed under this section may not exceed $250,

(3) Civil penalties described in this section shall be imposed in the manner provided in
ORS 183.745.

(4) All penalties recovered under this section shall be paid into the State Treasury and
credited to the General Fund and are available for general governmental expenses.

SECTION 4. A local government, as defined in ORS 174.116, may not impose any tax, fee,
assessment, surcharge or other charge on:

(1) Recycled paper checkout bags;

(2) Reusable checkout bags;

(3) Single-use checkout bags; or

(4) Any other bags made of paper, plastic or other material that are provided by a retail
establishment to a customer.

SECTION 5. ORS 459A.695 is repealed.

SECTION 6. ORS 459.235 is amended to read:

459.235. (1) Applications for permits shall be on forms prescribed by the Department of Envi-
ronmental Quality. An application shall contain a description of the existing and proposed operation
and the existing and proposed facilities at the site, with detailed plans and specifications for any
facilities to be constructed. The application shall include a recommendation by each local govern-
ment unit having jurisdiction and such other information the department deems necessary in order
to determine whether the site and solid waste disposal facilities located thereon and the operation
will comply with applicable requirements.

(2) The Environmental Quality Commigsion shall establish a schedule of fees for disposal site
permits. The permit fees contained in the schedule shall be based on the anticipated cost of filing
and investigating the application, of issuing or denying the requested permif and of an inspection
program to determine compliance or noncompliance with the permit.

(3) In addition to the fees imposed under subsection (2) of this section, the commission shall
establish a schedule of permit fees for the purpose of implementing this section and ORS 90.318,
182.375, 279A.125, 279A.155, 279B.025, 279B.240, 279B.270, 279B.280, 459.005, 459.015, 459.247, 459,418,
459.995, 459A.005, 459A.010, 459A.020, 459A.030 to 459A.055, 459A.070, 459A.110, 459A.115, 459A.475,

[2]
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459A.480, 459A.500 to 459A.685[, 459A.695] and 459A.750. The fees shall be based on the amount of
solid waste received at the disposal site. '

(4) Notwithstanding any other fee or surcharge imposed under ORS 459.005 fto 459.437 or
459A.005 to 459A.120, for the disposal of solid waste, in order to encourage the use of suitable ma-
terial other than virgin material for daily cover at a disposal site, the only fee that may be charged
for the disposal of substitute material that is also used for daily cover is the permit fee established
under this section.

SECTION 7. ORS 459A.115 is amended to read:

459A.115. (1) From January 1, 1992, to December 31, 1993, the schedule of fees as established
by the Environmental Quality Commission under ORS 459A.110 (1) is increased by 35 cents per ton.
The portion of the fees atiributable to the 35 cents per ton increase shall be deposited into the
General Fund and credited to an account of the Department of Environmental Quality. Such moneys
are continuously appropriated to the department to implement the provisions of this section and
ORS 459.005, 459.015, 459.235, 459,247, 459418, 459,995, 459A.005, 469A 010, 459A.020, 459A.030 to
459A.065, 459A.070, 458A.110, 459A.500 to 459A.685[, 459A.695] and 459A.750.

(2) Beginning January 1, 1994, the schedule of fees as established by the commission under ORS
459A.110 is increased by 31 cents per ton and shall be deposited into the General Fund and credited
to an account of the department. Such moneys are continuously appropriated to the department to
implement the provisions described in subsection (1} of this section, excluding ORS 459.418.

SECTION 8. (1) Except as provided in subsection (2) of this section, sections 1 to 4 of this
2011 Act, the repeal of ORS 459A.695 by section § of this 2011 Act and the amendments to
ORS 459.235 and 459A.115 by sections 6 and 7 of this 2011 Act become operative on November
1, 2011. C

(2) The Environmental Quality Commission may adopt rules before the operative date
specified in subsection (1) of this section, or take any other action before the operative date
specified in subsection (1) of this section, that is necessary to implement, on or after the
operative date specified in subsection (1) of this section, sections 1 to 4 of this 2011 Act, the
repeal of ORS 459A.695 by section 5 of this 2011 Aect and the amendments to ORS 459.235 and
459A.115 by sections 6 and 7 of this 2011 Act. '

(8)(a) Section 4 of this 2011 Act applies to any tax, fee, assessment, surcharge or other
charge imposed before, on or after the operative date specified in subsection (1) of this sec-
tion by a local government on recycled paper checkout bags, reusable checkout bags,
single-use checkout bags and any other bags made of paper, plastic or other material that

are provided by a retail establishment to a customer.

(b) Paragraph (a) of this subsection does not affect any tax, fee, assessment, surcharge

or other charge imposed by a loeal government on recycled paper checkout bags, reusable
checkout bags, single-use checkout bags and any other bags made of paper, plastic or other
material that are provided by a retail establishment to a customer that became due before
the operative date specified in subsection (1) of this section.

SECTION 9. This 2011 Act being necessary for the immediate preservation of the public
peace, health and safety, an emergency is declared to exist, and this 2011 Act takes effect

on its passage.

[3]
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SB 536-11
(LC 688)
4/13/11 (DLT/ps)

PROPOSED AMENDMENTS TO
SENATE BILL 536

On page 1 of the printed bill, delete lines 6 through 8 and insert:

“(1) ‘Recycled paper checkout bag’ means a paper bag made by a man-
ufacturer whose total production of paper checkout bags averages at least
40 percent recycled fiber.”,

On page 2, line 8, after “bags” insert “at no cost”.

Delete lines 10 and 11 and insert:

“f) Provide single-use checkout bags at no cost to customers for fresh
meat or seafood that the retail establishment packs in ice.”.

In line 12, delete “(4)” and insert “(3)”.

Delete line 16 and insert “a retail establishment for a violation of section
2 of this 2011 Act. Each day a violation occurs at a retail establishment
constitutes a separate violation.”.

In line 17, after “$250” insert “per day”.

On page 3, delete lines 20 through 29 and insert:

“SECTION 8. (1) Except as providéd in subsection (2) of this section,
sections 1 to 4 of this 2011 Act, the repeal of ORS 459A.695 by section 5 of
this 2011 Act and the amendments to ORS 459.235 and 459A.115 by sections
6 and 7 of this 2011 Act become operative on January 1, 2012.

“(2) The Department 6f Environmental Quality may take any action be-
fore the operative date specified in subsection (1) of this section that is

necessary to implement, on or after the operative date specified in subsection
(1) of this section, sections 1 to 4 of this 2011 Act, the repeal of ORS 459A.695




1 by section 5 of this 2011 Act and the amendments to ORS 459.235 and
2  459A.115 by sections 6 and 7 of this 2011 Act.”.
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2011 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM
(See instructions for completing form)

Please complete this form, and return one copy each to the Legislative Fiscal Office (LFO) and the Budget
and Management Division (BAM).

Agency Name: Department of Environmental Quality

Preparer Name/Title: Beth Woodrow/Land Quality Fiscal Analyst

Preparer Phone #. 503-229-6997

Date Submitted: 4/14/11

Measure#: SB 536 ~ Version;: -11 amendment

__ Nofiscalimpact The absence of an expenditure or revenue (non-tax) impact.
_x_ Minimal impact A fiscal impact that can be absorbed with existing agency resources.
____ Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

Is the bill anticipated by the Governor's Recommended Budget as a Policy Option Package? If yes,
please identify the Policy Option Package name and number in your written analysis.
Yes No X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that
triggers evaluation under Section 15, Article X| of the Oregon Constitution?
Yes No X

AGENCY WRITTEN ANALYSIS:

Bill Summary

SB 536 prohibits retail establishments from providing single-use checkout bags to customers, except
when customers are receiving items marked with protected health information or other confidential
information. A single use checkout bag is essentially any type of bag provided at checkout (assumed to
be at the point of payment) that does not meet the bill's definition of “reusable checkout bag.” It allows
retailers to provide reusable checkout bags either for sale or at no cost. It also allows retailers to
provide recycled paper checkout bags if they charge not less than 5 cents to customers, and they can
be provided for free to certain customers. Retail establishments are defined as “any store,” except
those whose primary business is the preparation of food and drink.

DEQ is authorized to require retail establishments to provide information necessary to ensure .
compliance with the single-use checkout bag ban. '

SB 536 authorizes DEQ to impose a civil penalty, not to exceed $250, for a violation of the single-use
checkout bag ban. Penalties are to be credited to the General Fund. it also prohibits local governments
from taxing any type of checkout bag. Finally, it repeals the section of ORS 459A that currently requires
retailers to offer a choice of paper or plastic bags, and amends sections of the law that refer to that
provision.

The bill as introduced authorizes the Environmental Quality Commission to adopt rules to implement

the ban, the imposition of penalties and the local government fee prohibition. The ban and other
provisions become operative November 1, 2011.

sb 0536-11 fis 04-14-11 1q 1 . Oregon DEQ




-11 Amendment/Revision

The -11 amendments changes six elements of the bill:

» [t modifies the provision allowing single-use checkout bags to be provided for items marked with
protected health or confidential information to be provided “at no cost.” {(i.e., exempts these from
the requirement that retailers charge not less than five cents for these bags)

s [t adds another situation in which single-use checkout bags can be provided at no cost,
specifically for fresh meat or seafood packed in ice.

» |t eliminates the paragraph authorizing the Environmental Quality Commission to adopt rules
necessary to implement Sections 1 through 4.

s |t clarifies what constitutes a violation for which penalties may be imposed, specifically that DEQ
may fine a retail establishment $250 per day for each day on which requirements of Section 2
are violated.

s [t changes the operative date of sections 1 to 4 (and the revisions to existing statute) from
November 1, 2011 to January 1, 2012.

s It changes the definition of “recycled paper checkout bag”.

The first two provisions simply add to the exceptions allowed to the overall statute and do not impact
DEQ’s cost of implementation. ‘

The clarification of the penalty section avoids potential effort to interpret the statute, although as noted
in our initial fiscal impact statements, we had yet to determine whether that was an issue and had not
specifically estimated resources for that purpose. Elimination of the rule-making authorization
eliminates part of that effort, although many of the guestions we planned to address in rule will still need
to be answered and included in guidance to staff and information to retailers. Delaying the operative
date of the bill provides more time to prepare the informational materials and to train staff, but does not
appreciably change the workload. It also avoids retailers’ having to make a change during the holiday
season, which could improve initial compliance.

The change in the definition of “recycled paper checkout bag” has the potential to complicate
compliance oversight. The bill as introduced provides this definition: “a paper bag made by a
manufacturer whose total production of paper checkout bags in the preceding calendar year averaged
at least 40 percent recycled fiber." The amendment deletes the phrase “in the preceding calendar year.”
This opens the gquestion as to the period of time over which production averages are to be calculated.
DEQ expects to provide guidance to retailers and manufacturers as to what records should be kept to
demonstrate compliance with the recycled content provision. If this amendment is adopted, the
guidance would include what the agency believes is a reasonable time period. If violations of the
recycled content are suspected, DEQ's would inspect retailer records of paper bag purchases and
manufacturer information about recycled content. Without the authority to adopt rules clarifying this
definition, however, we would not be able to challenge production averages that the agency believes
are not reasonabie. DEQ cannot predict whether this is likely to be an issue. if there appeared to be
sufficient violations of the legislative intent, DEQ would expect to report the issue in future Legislative
sessions and recommend legislative action if appropriate. The impact of this provision is, at this point,
indeterminate.

In addition to evaluating the effect of the -11 amendments (eliminating rule-making), this fiscal impact
statement also revises our initial estimate of the bill’'s impact. We have narrowed our assessment of
what is necessary under the law, in order to estimate a “least cost’ implementation. The assumptions
below describe what will and will not be done under this revised plan.

sb 0536-11 fis 04-14-11 1g 2 Oregon DEQ



Assumptions, Analysis of Resources Required -

General assumptions: o

* We assume that DEQ will receive a large volume of inquiries about this program, because it will
impact a large number of retailers and nearly every consumer in the state. it is expected to be
the first statewide ban, so there will also be considerable interest from the media and from other
state governments. We expect to institute practices to minimize the resources needed to handle
these requests, but we still expect inquiry response to be a significant component of DEQ's
effort, at least initially.

» Compliance and enforcement will be complaint driven. That is, DEQ will not devote resources to
routinely inspecting retail establishments or the records that demonstrate compliance. It will
instead provide limited follow-up on reports it receives of possible violations.

 We would develop a compliance and enforcement strategy that would encourage compliance
with the law, but minimize use of DEQ resources. Details of the strategy would depend on the
types and volume of complaints and a more thorough analysis of what actions would be
effective. At this point, we expect that we would not do much follow-up in the first year, to aliow
time for behavior change to take place. Guidelines would also need to be established as to the
type of complaints that would warrant a response, and what that response would be.

* We assume that “retail establishment” includes only stores with fixed locations and therefore
would exclude temporary kiosks and farmers’ or craft markets. This assumption reduces the
number of establishments subject to the law.

Explanation of resources required:

We have broken the activities to be undertaken in three major groups:
« Program development and implementation. Activities that will take place primarily before the
“bill's operational date of January 1, 2012.
¢ Response to inquiries. We expect inquiries to begin essentially upon passage and to continue
through the November 1 date and beyond, although the volume is likely to drop after the first
year or so.
» Compliance and enforcement. Beginning after the operational date, but at very modest levels
initially.
A number of DEQ employees would be involved in implementing this bill, especially in the first year.
Rather than estimating the hours of effort by each classification and step, we have used a single rate of
$52 per hour (full cost with salary, benefits, service and supplies, and indirect) to evaluate the cost of
the tasks below. Total cost of implementation is $49,400 in 2011-13 and $31,200 in 2013-15.

Program development and implementation
Effort would be needed in the following areas:

1. Draft an implementation plan, outlining steps to be undertaken to determine how DEQ will
address program implementation needs, such as developing informational materials, handling
inquiries of all sorts, training, compliance and enforcement.

2. Resolve implementation policy questions and issues. Examples include: How will we respond to
questions from retailers and manufacturers regarding what bags qualify as reusable? Will there
be a standard or process for measuring the thickness of reusable bags? What records will
retailers be required to maintain to demonstrate compliance?

We assume that we will need meetings with key representatives of stakeholder groups to assist
DEQ with resolving many of the issues.

3. Develop informational materials to support compliance with the bill. DEQ will provide information
to retailers on the bill's requirements, exemptions and information required by DEQ and develop
materials for bag manufacturers and consumers. We have assumed that we will not mail
information to individual retailers or manufacturers, but rather rely on other avenues such as the

sb 0536-11 fis 04-14-11 Iq 3 Oregon DEQ




internet, trade associations and the media. These efforts would involve drafting communication
pieces and Q&As, adding documents to DEQ's web site, some research to determine what
institutions could assist, and disseminating the mformatlon

4. Develop and distribute press releases to inform both retailers and the general public of the bill.

5. Develop compliance and enforcement strategy. We would need to plan who would receive
complaints, who responds and what action would be taken in response to defined ranges of
alleged viciation. We assume we would only take potential violations through the enforcement
process (warning letters, fines, etc.) in rare cases of egregious violation. We also assume that
complaint tracking would be incorporated into existing complaint report systems and would not
provide summary statistics on the program.

6. Develop compliance response materials (e.g., standard reminder letters for various types and
frequencies of complaints).

7. Develop in-house guidance and other tralnmg materials, both for staff who will respond to
inquiries and for compliance and enforcement staff.

8. Train staff. We estimate that this would require 1 hour training for fifteen or more employees
who routinely respond to public inquiries and, at a minimum, a 2 hour training for approximately
six compliance staff.

Total program development and implementation hours/costs:

Biennium Hours Cost
2011-13 350 $18,200
2013-15 0 $0

Response to inquiries

As indicated, we expect a high degree of interest and a large volume of requests for information related
fo this bil. We expect implementation questions from retailers and bag producers; questions and
concerns from consumers and representatives of exempted populations; and other inquiries from the
media, Oregon local government, other states and interest groups.

We believe calls will begin with passage of the bill and will remain at a high level through the first year

or so of implementation. Many routine inquiries will be handled quickly by reception personnel and are
not included in this fiscal estimate. But other calls will require more detailed response. Over the course
of the first two years, we estimate an average of between 20 and 25 10-minute calls per week. By the

2013-15 biennium, we estimate the volume will drop to less than half that level.

Biennium Hours Cost
201113 400 $20,800
2013-15 150 $7,800

Compliance and enforcement

Compliance and enforcement effort includes receiving and record:ng compialnt mformat;on making a
determination as to whether follow-up is appropriate, taking action ranging from sending a letter,
making a phone call, or rarely, visiting a retail site. We have assumed that in the first year, we would
simply record complaints and would do very little follow-up. In the last seven months of 2011-13 and
continuing into 2013-15, we would increase our response, beginning with letter or telephone contacts
and moving on to on-site technical assistance and inspections of some retail establishments’ records.
We estimate we would expend 200 hours on this effort in 2011-13 and 450 hours in 2013-15.

sb 0536-11 fis 04-14-11 1q 4 Oregon DEQ




Biennium Hours Cost
201113 200 $10,400
2013-15 450 $23,400

DEQ can absorb this effort in its Solid Waste program, but it will displace other work. During the
development and early implementation phase, it will likely delay product stewardship work (developing
strategies to address upstream impacts and to select future products). The response to inquiries and
compliance work will reduce existing technical assistance provided to solid waste facilities.

Revenue ' ,
The bill does not provide revenue. The work would be funded by existing solid waste disposal (tipping)
fees that support the product stewardship and technical assistance work described above.
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76th OREGON LEGISLATIVE ASSEMBLY--2012 Regular Session

Senate Bill 1508

Sponsored by Senator ATKINSON; Senator HASS (Presession filed.)

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to consideration by the Legislative Assernbly. It i3 an editor’s brief statement of the essential features of the
measure as introduced.

Allows beverage distributors or importers to establish distributor cooperative for certain pur-
poses. Provides that dealer that uses distributor cooperative is not required to return beverage
containers to distributor or importer that does not participate in distributor cooperative. Requires
distributor cooperative, and distributors and importers that do not participate in distributor coop-
erative, to provide Oregon Liguor Control Commission with report on beverage container return
data each calendar year.

Declares emergency, effective on passage.

A BILL FOR AN ACT
Relating to beverage containers; and declaring an emergency.
Be It Enacted by the People of the State of Oregon:

SECTION 1. Section 2 of this 2012 Aect is added to and made a part of ORS 459A.700 {o
459A.740.

SECTION 2. (1) Two or more distributors or importers may establish a distributor coop-
ervative for the purposes of: .

(a) Collecting the refund value of beverage containers as established by ORS 459A.705
from distributors or importers and refunding to dealers the amount the dealers paid for the
refund value of empiy beverage containers;

(b) Paying the refund value as established by ORS 459A.705 for beverage containers sold
in this state; and .

{¢) Processing beverage containers sold in this state.

(2) A distributor cooperative established under this section must service a majority of
the dealers in this state. .

(3) If a distributor cooperative is established, a dealer that uses the distributor cooper-
ative to redeem and process beverage containers sold in this state is not required to return
beverage containers to a distributor or importer that does not participate in the distributor
cooperative, provided that the dealer or the distributor cooperative provides an accounting
to the distributor or importer of the beverage containers by brand and kind that were dis-
tributed by the distributor or importer and subseqguenily redeemed by the dealer or distrib-
utor cooperative.

(4) Upon receipt of the accounting required by subsection (8) of this section, a distributor
or importer that does not ‘participate in the distributor cooperative must pay the refund
value of the redeemed beverage containers specified in the accounting to the dealer or dis-
tributor cooperative that provided the accounting.

(5)(a) For purposes of this sﬁbsectibn, beverage container return data is the number of
beverage containers that carry a refund value returned in Oregon during the calendar year

NOTE: Matter in holdfaced type in an amended section is new; matter {italic and bracketed] is existing law to be omitted,
New sections are in boldfaced type.
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SB 1508

and the number of beverage containers that carry a refund value sold in Oregon during the
calendar year, calculated separately.

(b) By July 1 of each calendar year, a distributor cooperative shall provide the Oregon
Liquor Control Commission with a report that lists, in aggregate form for all distributors
and importers that participate in the disiributor cooperative, the previous calendar year’s
beverage container return data, calculated separately for aluminum, glass and plastic
beverage containers.

(¢) By July I of each calendar year, a distribuior or importer that does not participate
in a distributor cooperative shall provide the commission with a report that lists the
distributor’s or the importer’s beverage container return data for the previous calendar
year, calculated separately for aluminum, glass and plastic beverage containers,

(6) The commission may not disclose any return data or other related information pro-
vided by a distributor cooperative to the commission under this section.

SECTION 3. The first reports to the Oregon Liquor Control Commission required under
section 2 (5) of this 2012 Act must be filed no later than July 1, 2013, for calendar year 2012,

SECTION 4. This 2012 Act being necessary for the immediate preservation of the public
peace, health and safety, an emergency is declared to exist, and this 2012 Act takes effect

on its passage.
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SB 1508-3
(LC 26)
2/6/12 (DLT/ps)

PROPOSED AMENDMENTS TO
SENATE BILL 1508

>

On page 1 of the printed bill, line 2, after “containers;” insert “creating
new provisions; amending ORS 459.992;”.

In line 8, delete “as established by” and insert “specified in”.

In line 11, delete “as established by” and insert “specified in”.

In line 28, delete “that carry a refund value returned” and insert “re-
turned for the refund value specified in ORS 459A.705”.

On page 2, line 1, after “value” insert “specified in ORS 459A.705”.

In line 6, delete “aluminum,” and after “glass” insert “, metal”.

In line 11, delete “aluminum,” and after “glass” insert “, metal”.

Delete lines 12 and 13 and insert: _

“(6)(a) By August 1 of each calendar year, using the beverage container
return data provided in subsection (5)(b) of this section, the Oregon Liquor
Control Commission shall calculate the previous calendar year’s percentage
of beverage containers returned for the refund value specified in ORS
459A.705 for each distributor cooperative. The commission shall carry out the
calculation separately for glass, metal and plastic beverage containers and
shall post the percentages on the commission’s website.

“(b) By August 1 of each calendar year, using the beverage container re-
turn data provided in subsection (5)(c) of this section, the commission shall
calculate the previous calendar year’s percentage of beverage containers re-
turned for the refund value specified in ORS 459A.705 for each distributor

or importer that does not participate in a distributor cooperative. The com-
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mission shall carry out the calculation separately for glass, metal and plastic
beverage containers and shall post the percentages on the commission’s
website.

“(¢c) By August 1 of each calendar jear, using the beverage container re-
turn data provided in subsection (5)(b) ahd (c) of this section, the commission
shall calculate as an aggregate the previous calendar year’s percentage of
beverage containers returned for the refund value specified in ORS 459A.705
for all distributors and importers in Oregon. The commission shall carry out
the calculation separately for glass, metal and plastic beverage containers
and shall post the aggregate percentages on the commission’s website.

“(d) Except for the percentages described in paragraphs (a) to (¢) of this
subsection, the commission may not disclose any information provided by a
distributor, an importer or a distributor cooperative under subsection (5) of
this section.”.

After line 15, insert:

L “SECTION 4. ORS 459.992 is amended to read:

“459.992. (1) The following are Class A misdemeanors:

“(a) Violation of rules or ordinances adopted under ORS 459.005 to 459.105
and 459.205 to 459.385.

“(b) Violation of ORS 459.205.

“(c) Violation of ORS 459.270.

“(d) Violation of ORS 459A.080.

“(e) Violation of ORS 459.272.

“(2) BEach day a violation referred to by subsection (1) of this section

continues constitutes a separate offense. Such separate offenses may be
joined in one indictment or complaint or information in several counts.

“(8) Violation of ORS 459A.705, 459A.710 or 459A.720 or section 2 (5) of
this 2012 Act is a Class A misdemeancor.

“(4) In addition fo the penalty prescribed by subsection (3) of this section,

the Oregon Liquor Control Commission or the State Department of Agricul-

SB 1508-3 2/6/12
Proposed Amendments to SB 1508 Page 2




1 ture may revoke or suspend the license of any person who willfully violates
2  ORS 459A.705, 459A.710 or 459A.720 or section 2 (5) of this 2012 Act, who
3 1is required by ORS chapter 471 or 635, respectively, to have a license.”.

4 In line 16, delete “4” and insert “5”.

SB 1508-3 2/6/12
Proposed Amendments to SB 1508 Page 3
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SB 1508 Notes

Allows beverage distributors or importers to establish distributor cooperative for
certain purposes.

Provides that dealer that uses distributor cooperative is not required to return
beverage

containers to distributor or importer that does not participate in distributor
cooperative. Requires distributor cooperative, and distributors and importers that
do not participate in distributor cooperative, to provide Oregon Liquor Control
Commission with report on beverage container return data each calendar year.
Declares emergency, effective on passage.

Section 1, codification instructions, adding section 2 to 459A.700-.740 (bottle bill)
Section 2, new provision

Allow for two or more distributers or importers to form a cooperative to deal with
repaying stores for bottle deposits they refunded, collecting the deposits from the
distributors, processing the bottles, and paying the refund values directly to consumers.
The coop must serve the majority of dealers in Oregon (stores)

Co-op not required to return containers to non-participating distributors, but must
provide accounting to them

Non-participating distributor must pay co-op refund value when provided with
accounting

Co-operative required to report annually the number of containers with a refund value
sold and number returned, by container type

Non-participating distributor required to report annually the number of containers with
a refund value sold and number returned, by container type

The commission may not disclose the return data to the commission? WTF?

Section 3, first reports due to OLCC by 7/1/2013
Secticn 4, emergency clause

SB 1508-3

Cleans up language for clarity

Replaces “aluminum” with “metal” as a container type

Eliminates the non-sense section 2(6) provision about the commission not disclosing to
the commission

Requires OLCC to annuaiiy calculate the returned to sold percentage for each
cooperative by container type, posting the results on their website

Requires OLCC to annually calculate the returned to sold percentage for each non-
participating distributor by container type, posting the results on their website
Requires OLCC to annually calculate the returned to sold percentage for in aggregate by
container type, posting the results on their website




e Other than these percentages OLCC is prohibited from disclosing informaticon provided
by a distributor or cooperative related to the return information reported by the
distributors or cooperatives.

New Section 4

e Adds violation of the section 2(5) reporting by the distributors or cooperatives a Class A
misdemeanor B

o Allows OLCC or Dept of Ag to revoke or suspend the license for willful violation of
section 2(5) '

Renumbers subsequent

Requested FIS
OLCC — no impact _
Agriculture — minimal, due to rulemaking, there may be some enforcement costs
DOJ — noimpact
Judicial - $2k a biennium based on 6 cases - Minimal

1508-4
Insignificant change to explicitly state that OLCC is required to calculate and report the
aggregate return ratio for all of the containers, as well as segregated by container material

type.

1508-MR
So this is the minority report amendment ‘

* Removes the section 2(3) and {4) provisions allowing cooperatives to not return
containers to non-participating distributors and reguiring the non-participating
distributer to pay the cooperative the refund value of redeemed containers based on
accounting provided by cooperative.

Requested FIS from OLCC




2012 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM
(See instructions for completing form)

Please complete this form, and return one copy each to the Legislative Fiscal Office (LFO) and the Budget
and Management Division (BAM).

Agency Name: Oregon Liquor Control Commission

Preparer Name/Title: Bill Schuette/Research Analyst

Preparer Phone #: 503-872-5023

Date Submitted: 02/10/2012

Measure #: SB 1508-3 Versioh:

X Nofiscal impact  The absence of an expenditure or revenue (non-tax) impact.
____ Minimal Impact A fiscal impact that can be absorbed with existing agency resources.
____ Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

Does the proposed legislation impact a program that is part of the November 2011 required reduction
option list? If yes, please describe this impact in the Written Analysis section of the form.
Yes No X

The budgetary impact of this bill was reviewed and approved by the Interim Joint Committee on Ways and
Means to be recommended to be included in the omnibus budget bill.
Yes No X

Is the bil anticipated by the Governor's Recommended Budget as a Policy Option Package? If yes, .
please identify the Policy Option Package name and number in your written analysis.
Yes No X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that
triggers evaluation under Section 15, Article X! of the Oregon Constitution?
Yes No X

AGENCY WRITTEN ANALYSIS:

The bill will allow beverage distributors to establish cooperatives for redemption of beverage containers. The bill
also requires distributor cooperatives, distributors and importers to annually report beverage container return data
starting July 1, 2012 to the Commission. The reporting will be for metal, glass and plastic containers for the
previous calendar year. There is no audit requirement to verify the beverage container return rate so return rates
for the container types will be strictly based on information provided by the reporting entities.

The Dash 3 amendment will require separate reporting of the redemption return rates for coop and non-coop
members and a combined rate for the state. The reporting requirement remains July 1 but the Commission must
analyze and report the redemption rates by August 1. The Dash -3 also provides the Commission with
enforcement authority for the reporting,

The Commission will incur some costs to receive and analyze data but those costs will be borne by current
resources. No fiscal impact is anticipated.




2012 Legislative Sesslon
Agency Fiscal Impact Statement (FIS) Form

AGENCY NAME Oregon Depariment of Agriculiure 60300 Measure Number-Version SB1508-3

Effect on Expendifure (by Fund and Category): |

General Fund Lottery Funds Other Funds Federal Funds NL Othor Funids NL Federal Funds
2011.13 Biennium - -
Personral Services 3 - 3 - 3 - ] - H - 3 -
Services and Supplles % - $ - 3 10,000 % - 5 - 3 -
Speclat Payments 3 % $ - § - $ - $ -
Capital Qutay $ - $ § $ $ - $ -
Capital Construction 3 - $ - $ - $ - $ - $ -
Debt Service 3 - 3 - 3 - 3 - $ $ -
Total § - $ - $ 16,060 3 B $ . 3 -

General Fund Lottory Funds Other Fusids Federal Funds NL Other Funds NL Federal Funds

2013-15 Bisnnium

Personal Setvices 5 - 3 - $ - $ - § - $ -
Services and Supplies 3 - 3 - $ - $ - $ - $ -
Speclal Payments § - $ - $ - § - $ - $ -
Capital Outlay § - 3 - $ - ¥ - L3 - $ -
Capital Construction 5 3 - $ - $ g $ - $ -
Debt Service $ - $ - $ - 3 - $ - $ -
Total § - $ - $ - $ - $ - $ -

Effect on Revenues {by Fund):

General Fund Lottery Funds Other Funds Federal Funds NL Other Funds NL Federal Funds
2011-13 Biennium § - $ - $ - $ - 5 - $ -
2013-15 Biennium § - $ - $ - § ) - § - $ -

Effect on Position(s) | FTE(s}):

2011-13 201113 2013415 201315
Position Count FTE Positlon Count FTE

—————

Please complete defail Personal Services information uslng "PS Calculatlon” {ab,
Does the proposed |egislation impact a program that is part of the November 2011 required reduction option list? Yas X No
if yes, please describe this impact in the Writfen Analysls sectlon.

The budgatary impact of this bill was reviewed and zpproved by the Intesim Jolnt Committes on Ways and Means Yes No
to be recommended to be included in the omnibus budget bi.

Is the bill anticlpated by the Govermnor's Recommended Budget as a Yas X Ne
Policy Option Package? if yes, please identify the Policy Optien Package name and number in your wrilten analysis.

Does the proposal have a fiscal or revenue mandate effect on cities, Yes X No
counties, or special districts that triggers evaluation under section 15, Article X2 of the Oregon Constitution?

Written Analysis: ..

Section 2 is added to ORS459A,.700 to 458A,740 {Bottle Bill). Measure allows two or mare distributors or Importers to establish distributor cooperatives. Purposes for distributor coopreratives
are to collect beverage container refunds as specifled in ORS459A.705 {Refund value), refund to dealer the amount they paid for the refund value, to process beverage containers sold in
Oregon. Requlres that a distributor cooperative {cooperative) serve the maority of dealers in Oregon. Furthermore, & dealer that uses a cooperative to redeem and process beverage
containers Is not required to return beverage contalners to a nonparticipating distributor or Imparter if the cooperative provides an accounting to the distributor or importer the beverage
contatners by brand and kind, ’ T

Subsection 5 describes detalls and deadlines for accounting of beveridge containers; requires cooperative, by July 1 of each calendar year, 1o provide the Oregon Liguor Contral Commission
(OLCC) with a report of prior year's beverage container return data, calculated separately for glass, metal and plastic containers. In addition, requires that nonparticipating distributors or
importers, by July 1 of each calendar year, provide the OLCC with a report of beverage contalner return data for the prior year, calculated separately for glass, metal and plastic contalners.

Subsection 6 of Section 2 requires the OLCC, by August 1 of each year, to calculate the prior year's percentage of beverage containers returned for the refund value specified in ORS459A.705,
for each cooperative. In addition, the OLCC shall calculate the prior year's percentages separately for giass, metat and plastic. The OLCC must post the percentages on its webslte. The OLCC
must also perform the same caloulations for each nonpartlcipating distrtbutor or Importer and post them: on their website, The DLCC may not disclose any information by a {spedific)
distributor, imparter, or a distributor cooperative,

Sectlon 3 requires that the first reports to the OLCC, as described In Section 2{5), be filed no later than July 1, 2013 for calendar year 2012,

Sectlon 4 amends ORS459.992 (Solid Waste Management: Criminal penatties; license suspension and revocation), makes violatlon of laws, rules or ordinances in certain statutes in ORS chapters
4589 (Solid Waste Management) and 459A {Reuse and Recycling), a Class A misdemeanor. In addition, stipulates that each day a violation continues is a separate offense; such separate offenses
may be joined in one Indictment or complaint or information in several counts, Furthermore, subsection 3, makes 3 violation of ORS459A.705, 459A.710 or 459A,720 or Section 2(5) of this act
a Class A misdemeanor. In addition to the penalties in suhsectlon 3, the OLCC or the Dept of Agrlculture may revoke or suspend the ficense of any person required to have a license under ORS
chapters 471 or 635 respectively, who willfully violates ORS459A,705, 459A.710 or 455A.720 or Section 2{5) of this act.

Includes an emergency clause, effective on passage.

1/8/2013 3:19PM Page Lof2 SB1508-3 Agricuiture



2012 Leglslative Session
Agency Fiscaf Impact Statement (FIS} Form

AGENCY NAME OQregon Department of Agriculture 60300 ' ) Maagure Number-Version SB1508-3

Assumptions
The fiscal impact Is assumed to be minimal for the Dept of Agriculture considering its imited role in this measure. The measure doesn't make It clear how the QDA would be notifled that a
licensee is In violation and subject 1o penalty, assumes notification from OLCC would indicate when a violation has occurred as described.

Assumes one-time costs of 510,000 for rule making in 2011/13. Since there is no historical experience, the estimated number of violators or violations are unknown, Assumes that there would
be no costs assoclated with enforcement until 2013/15. Costs could include staff hours, facility costs, AG fees and assoclated S&S for conducting enforcement action. Since this program is
administered by the Food Safety Program, assumes costs would be supported with Other Funds,

Costs associated with enforcement are indeterminate.

Written Analysls: {continued)

1/8/2013 3:13 PM Page 2 of 2 SB1508-3 Agricuiture
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76th OREGON LEGISLATIVE ASSEMBLY-2011 Regular Session

House Bill 2042

Sponsored by Representative BARNHART {at the request of Oregon Vehicle Dealers Association and Oregon Power
Sports Association) (Presession filed.)

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to consideration by the Legislative Assembly. It is an editor’s brief statement of the essential features of the
measure as introduced.

Permits person to provide Department of Transportation with odometer disclosure form for ve-
hicle 10 years old or older.
Requires department to keep odometer records in electronic form.

A BILL FOR AN ACT
Relating to vehicles; amending ORS 802.200 and 803.102.
Be It Enacted by the People of the State of Oregon:

SECTION 1. ORS 803.102 is amended to read:

803.102. (1) As used in this section:

(a) “Transferee” means any person to whom ownership of a motor vehicle is transferred by
purchase, gift or any other means other than by creation of a security interest and any person who,
as an agent, signs an odometer disclosure statement for the transferee.

(b) “Transferor” means any person who transfers ownership of a motor vehicle by sale, gift or
any means other than by creation of a security interest and any person who, as an agent, signs an
odometer disclosure statement for the transferor,

(2) Except as otherwise provided in this section, upon transfer of any interest in a motor vehicle,
an odometer disclosure statement shail be made by the transferor to the transferee. The disclosure
shall be in a form that complies with the provisions of ORS 803.120 and shall contain the information
required under ORS 803.122.

(3) If a transfer requiring a disclosure statement involves a leased vehicle, the lessor shall notify .

the lessee that the lessee is reguired to provide odometer disclosure. The lessee shall furnish the
lessor with a form that complies with the requirements of ORS 803.120 and shall provide the infor-

mation required by ORS 803.122 except that for purposes of the required information, the lessee.

shall be considered the transferor, the lessor shall be considered the transferee and the date shall
be the date of the disclosure statement.

{4) Where an interest in a vehicle is transferred by operation of law, the Department of Trans-
portation shall determine by rule whether an odometer disclosure statement is required and if so,
who is required to provide it.

(5) The odometer disclosure requirements of this section do not apply upon transfer of an in-
terest where the transfer is ciue solely to the creation, release or assignment of a security interest,
or upon transfer of an interest in any of the following:

{(a) A vehicle with a gross vehicle weight rating of more than 16,000 pounds.

(b) A vehicle that is not self-propelled.

{c) A vehicle that is at least 10 years old.

NOTE: Matter in boldfaced type in an amended section is new; matier [telic and brackefed] is existing law to be omiited.
New sections are in boldfaced type.
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HB 2042

(d) A vehicle that is sold directly by the manufacturer to any agency of the United States in
conformity with contractual specifications.

(e) A vehicle that is exempted from the requirement by rules of the department.

(6) A person may provide an odometer disclosure statement for a vehicle that is 10 years
old or older.

SECTION 2. ORS 802.200 is amended to read:

802.200. In addition to any other records the Department of Transportation may establish, the
department is subject to the following provisions concerning records:

(1) The department shall maintain records concerning the titling of vehicles in this state. The
records under this subsection shall include the following:

{a) For vehicles issued a title by this state, the records shall identify the vehicle and contain
the following: .

(A} The name of the vehicle owner and any security interest holders in order of priority, except
that a security interest holder need not be identified if the debtor who granted the interest ig in the
business of selling vehicles and the vehicles constitute inventory held for sale;

(B) The name of any lessor of the vehicle;

(C) The vehicle description; and

(D)) Whether a certificate of title was issued for the vehicle.

(b} If the vehicle is an antigue vehicle that is reconstructed, the records shall indicate that the
vehicle is reconstructed.

(c) I the vehicle is a replica, the records shall indicate that the vehicle is a replica.

(d) Any other information concerning the titling of vehicles that the department considers con-
venient or appropriate.

(e) All odometer readings for a vehicle that are reported to the department under provisions of
the vehicle code. The department shall keep records required under this paragraph in elec-
tronic form. .

(f) If the vehicle has been reported to the department as a totaled vehicle under the provisions
of ORS 819.012 or 819.014, the records shall indicate that the vehicle is a totaled vehicle unless the
reason for the report was theft and the vehicle has been recovered.

(2) If a vehicle that has been registered or titled in another jurisdiction is registered or titled
in this state, the department shall retain a record of any ocdometer readings shown on the title or
registration documents submitted to the department at the time of registration or title.

(3} Except as otherwise provided in ORS 826.003, the department shall maintain records con-
cerning the registration of vehicles required to be registered by the department. The records con-
cerning the registration of vehicles may be stored along with records concerning the titling of
vehicles. The records under this subsection shall include the following:

(a) For vehicles registered by the department, the records shall identify the vehicle and contain
the following: . '

(A) The registration plate number assigned by the department to the vehicle;

(B) The name of the vehicle owner;

(C) The vehicle deseription and vehicle identification number; and

(D) An indication that the vehicle is a totaled vehicle if it has been reported to the department
as a totaled vehicle under the provisions of ORS 819.012 or 819.014, unless the reason for the report
was theft and the vehicle has been recovered.

(b) Any other information concerning the registration of vehicles that the department considers

[21
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convenient or appropriate.

(4} The department shall maintain separate records for the regulation of vehicle dealers. The
records reguired under this subsection shall include the following information about persons issued
dealer certificates:

{a) The person’s application for a vehicle dealer certificate.

{b) An alphabetical index of the name of each person applying for a vehicle dealer certificate.

{¢) A numerical index according to the distinctive number assigned to each vehicle dealer.

{5) The department shall maintain a file on vehicles for which the title record is canceled under
ORS 819.030. The records required under this subsection shall disclose the last registered owner of
each vehicle, any security interest holder or holders and lessors of each vehicle as shown by the
eanceled title record for each vehicle and the make and year model for each vehicle.

{6} The department shall mainf;ain a record of each agreement or declaration under ORS 802.500
and 802.520.

(7) The department shall maintain separate and comprehensive records of all transactions af-
fecting the Revolving Account for Emergency Cash Advances described under ORS 802.100.

(8) The department shall maintain suitable records of driver licenses, driver permits and iden-
tification cards. The records required under this subsection shall include all of the following:

(a) An index by name and number.

(b) Supporting documentation of all driver licenses, driver permits or identification cards issued.

{c) Every application for a driver license, driver permit or identification card.

(d) All driver licenses or driver permits that have been suspended or revoked.

{e) For each driver license, driver permit or identification ecard, the Social Security number of
the person to whom the driver license, driver permit or identification card is issued or proof that
the person is not eligible for a Social Security number.

(f) For each commercial driver license, the Social Security number of the person to whom the
license is issued, or any other number or identifying information that the Secretary of the United
States Department of Transportation determines appropriate to identify the person.

(9) The Department of Transportation shall maintain a two-part driving record consisting of an
employment driving record and a nonemployment driving record for each person as required nnder
this subsection. All of the following apply to the records reguired under this subsection:

(a) The department shall maintain driving records on:

(A) Every person who is granted driving privileges under a driver license, driver permit or a
statutory grant of driving privileges under ORS 807.020;

(B) Every person whose driving privileges have been suspended, revoked or canceled under this
vehicle code;

(C) Every person who has filed an accident report under ORS 811.725 or 811.730; and

(D) Every person who is required to provide future responsibility filings under ORS 806.200,
806.220, 806.230 or 806.240. :

(b) In addition to other information required by this paragraph, the employment driving record
shall include all reports of drug test results that are made to the department under ORS 825.410.
Notwithstanding any other provision of law, release of the portion of the employment driving record
that shows drug test resulis reported under ORS 825.410 is permitted only in accordance with ORS
802.202. The employment driving record shall also include all motor vehicle accidents that the per-
gon is required to report under ORS 811.720, all suspensions of driving privileges required to be
placed on the record under ORS 809.280, all suspensions of the person’s commercial driver license

[3]
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that result from operation or use of a commercial motor vehicle and all convictions of the person
for violation of motor vehicle laws except convictions for offenses requiring mandatory revocation
or suspension of driving privileges under ORS 809.409, 809.411, 809.413 and 813.400, but shall include
only such accidents, suspensions and convictions that ocecur while the person is driving a motor
vehicle: .

{A) In the course of the person’s employment when the person is employed by another for the
principal purpose of driving a motor vehicle; ‘

(B) Carrying persons or property for compensation;

(C) In the course of the person’s employment in the collection, transportation or delivery of mail
if the vehicle is government owned or marked for the collection, transportation or delivery of mail
in accordance with government rules;

(D)) That is an authorized emergency vehicie;

(E) That is a commercial motor vehicle; or

(F) In the course of the person’s employment with a federal, state or local government in a
public works project involving repair or maintenance of water, sewer or road systems.

(¢) The nonemployment driving record shall include the person’s:

{A) Motor vehicle accidents that the person is required to report under ORS 811.720, other than
the motor vehicle accidents that are included on the person’s employment driving record;

(B) Suspensions, cancellations and revocations of licenses, permits and driving privileges;

(C) Convictions for violation of the motor vehicle laws other than those included in the em-
ployment driving record including, for each violation of ORS 811.100 or 811.111, the speed at which
the person was convicted of traveling and the posted speed, the speed limit or the speed that con-
stitutes prima facie evidence of violation of the basic speed rule, as appropriate; and

(D) Diversion agreements entered into under ORS 813.220 within the preceding 15 years.

{d) The department may record other entries to indicate correspondence, interviews, partic-
ipation in driver improvement programs or other matters concerning the status of the driving priv-
ileges of the person.

(e) When a person from another jurisdiction applies for a driver license or driver permit issued
by this state, the department shall request a copy of the person’s driving record from the other ju-
rigdiction. At the time the person is issued a license in Oregon, the record from the other jurisdic-
tion shall become part of the driver’s record in this state with the same force and effect as though
entered on the driver’s record in this state in the original instance. The department by rule may
specify methods for converting enfries from out-of-state records for use in Oregon.

(f) When a suspension of a driver permit, driver license or other driving privilege is placed on
the driving record under ORS 809.280 for failure to appear in court on a traffic crime, the depart-
ment shall note on the record that the suspension was for failure to appear in court and shall also
note the offense charged against the person on which the person failed to appear.

{g} The Department of Transportation, in consultation with the Department of State Police, shall
devise and implement a method of noting suspensions and revocations of driving privileges on the
record in such a way that police agencies can determine directly from the record what class of of-
fense, as provided by law, is committed by a person who drives in vielation of the suspension or
revocation. If the Department of Transportation and the Department of State Police devise a mutu-
ally agreeable alternative method of informing police agencies of the nature of a suspension or re-
vocation and the consequences of its violation, the implementation of that method shall satisfy the

duty of the Department of Transportation under this paragraph.
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(10) The Department of Transportation shall maintain records of judgments or convictions sent
to the department under ORS 810.375.

(11) The department shall maintain accident reports filed with the department under ORS
810.460 and 811.725 to 811.735.

(12) The department shall maintain records of bank checks or money orders returned under ORS
802.110.

(13) The department shall maintain records of trip permits issued by the department under ORS
803.600, as provided under this subsection. The records requiréd by this subsection shall include the
following:

(a) A description of the vehicle sufficient to identify the vehicle.

(b} The person to whom the permit was issued.

(c) When the permit was issued.

(d) The type of permit issued.

(e) For registration weight trip permits, the maximum allowable registration weight permitted
for operation under the permit.

(f) Any other information the department determines appropriate or convenient.

[51
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4/13/11  (HE/ps)

PROPOSED AMENDMENTS TO
HOUSE BILL 2042

On page 1 of the printed bill, line 2, delete “and 803.102” and insert
803.102 and 803.120". _

On page 2, line 4, delete “disclosure statement” and insert “reading, in
the manner provided by the department by rule,”.

In line 24, after “odometer” insert “disclosures and”.

On page 5, after line 16, insert:

“SECTION 3. ORS 803.120 is amended to read:

“803.120. (1) When an odometer disclosure is required by statute or by the

Department of Transportation or an odometer reading is provided vol-
untarily, the disclosure or reading shall be in a form required by the de-
partment by rule. The department may require different forms [of
disclosure] for different situations and may require different information to
be disclosed for different purposes. ' '

“2) Any form authorized by the department for use as an odometer dis-
closure upon transfer of an interest in a vehicle subject to the federal law
requiring disclosure of odometer information shall refer to the federal
law [requiring disclosure of odometer inforniation] and shall state that failure
to complete the disclosure form, or providing false information on the form,
may result in a fine or iﬁlprisomnent.

“3) Any form authorized by the department for use as an odometer dis-
closure upon transfer of an interest in a vehicle shall provide a way for the

transferor to indicate, to the best of the transferor's knowledge, which of the




1 following is true:

2 “(a) That the odometer reading reflects the actual mileage of the vehicle;
3 “(b) That the odometer reading reflects an amount of mileage in excess
4 of the designed mechanical odometer limit; or

5 “(c) That the odometer reading does not reflect actual mileage and should
6 not be relied on.

7 “(4) An odometer disclosure required upon transfer of an interest in a
8 vehicle shall be made on the vehicle title unless the department provides
9 otherwise by rule.”.

10
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2011 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM
(See instructions for completing form)
Please complete this form. Send the draft fiscal to ODOT's fiscal coordinator, Victor Dodier.

Agency Name: _Oregon Department of Transportation

Preparer Name/Title:  Victor Dodier, Fiscal Coordinator

Preparer Phone #:  503.986.3422

Date Submitted: _April 14, 2011

Measure #: HB 2042 Version. wi/ -1 Proposed Amendments
No fiscal impact The absence of an expenditure or revenue (non-tax) impact,
Minimal Impact A fiscal impact that can be absorbed with existing agency resources.
X Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

Is the bill anticipated by the Governor's Recommended Budget as a Policy Option Package? If yes, please identify
the Policy Option Package name and number in your written analysis.
Yes No X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that triggers
evaluation under Section 15, Arlicle X| of the Oregon Constitution?
 Yes No X

AGENCY WRITTEN ANALYSIS: |
Comments: (Include assumptions for cost or revenue per unit and number of units, if applicable.)

A. Effective Date: January 1, 2012

B. Brief Summary: Permits person to provide Department of Transportation with odometer disclosure
statement for vehicle 10 years old or older. Requires department to keep odometer readings in
electronic form. '

The -1 proposed amendments clarify differences in language between a federal odometer
disclosure form and a form, required by the department by rule, for a voluntary odometer
reading for vehicles ten years old and older. There is no change to fiscal impact from the bill
as introduced.

The DOJ has determined that this is not a constitutional use of Highway Funds.
C. Analysis Assumptions

1. Business Needs: DMV will enter odometer disclosure statements for vehicles 10 years old and
older when issuing a title, when an odometer reading is provided. DMV will modify existing
vehicle systems to allow the entry of the odometer statement for vehicles 10 years old and older,
as the system currently displays an error message and will not allow the transaction to continue
if a data entry operator attempts to enter an odometer statement for vehicles not subject to
federal odometer law. DMV will not reject any transaction for not including an odometer
statement if not otherwise required. Administrative rules currently describe requirements for
odometer disclosure statements mandated under current state and federal law. Rules must be
amended to include provision for voluntary readings. Forms will need to be modified since
odometer readings could no longer be provided under the requirements of the certifying
statement since they are exempt from mandatory reporting.

Last Saved Date: 1/10/2013 3:07:49 PM o Page: I
File Name: htip://lrodocs/LFO/2011 Regular Session/HB 2042 -1 ODOT.doc '




2. Workload:
» Transactions: Title transaction counts are based on the DMV Revenue & Transaction
Forecast, December 2010,

Odometer Statements for Vehicles 10 years Old and Older:
* Based on a recent DMV study of odometer statements provided for vehicles 10 years old
and older, it is assumed that:

-»  Title transactions submitted at field offices account for 65% of all title transactions.
*  Of the 65%, 52% of the title transactions submitted to field offices were for
vehicles 10 years old and older.
*  Of the 52%, 47% submitted odometer statements.
» Title transactions submitted through the mail account for 30% of all title
fransactions.
*  Of the 30%, 30% of the title transactions submitted through the mail were for
vehicles 10 years old and older.
s Of the 30%, 13% submitted odometer statements.
» Electronic Vehicle Registration (EVR) transactions account for 5% of all title

transactions. Because dealers and not DMV Headquarter staff enter EVR
transactions, these transactions will have no impact on DMV.

Transactions 2011-13 2013-15
: (18 months) (24 months)

Projected Title Transactions 1,466,976 2,086,783
Field Office Title Transactions (65% of Total) 953,534 1,356,409
Vehicles 10 Years Old and Older (52% of F/O Titles) 495,838 705,333
Provide Odometer Statement (47% of 10+) 233,044 331,506
Mail-In Title Transactions (30% of Total) 440,093 626,035
Vehicles 10 Years Old and Older (30% of Mail-In) 132,028 187,810
Provide Odometer Statement (13% of 10+) 17,164 24,415
Total Provide Odometer Statement (IF/O + Mail-In) 250,208 355,921

* Data Processing: This will require 500 hours of programming {o make the necessary
changes to the system. Programming details are as follows:

Estimate for Odometers: 500 Hours
o New Odometer Database
o New Screen for Access method to view the Odometer database readings for a
specific vehicle
Changes to VV04
EVR/CVR

D. Volumes/Position Duties

There will be a minimal workload increase to Processing Services fo enter and audit the odometer
statement for vehicles 10 years old and older. This increase will have no position impact.

Last Saved Date: 1/10/2013 3:07:49 PM ) Page: 2
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E. Additional Comments

The proposed language in Section 1(6) makes voluntary odometer disclosures difficult for the
department to administer. ORS 803.120(2) indicates that any form authorized by the department
for odometer disclosure shall refer to the federal law requiring disclosure of the information, but
vehicles 10 years old and older are exempt from the federal odometer law. Using the term
“odometer disclosure statement” for voluntary reporting is misleading since this term has always
been associated with the federal odometer law, and the vehicles described in this subsection of
the bill are exempt from that law. To eliminate this concern, proposed language could be
amended to say, “A person may provide an odometer reading, in a form approved by the
department, for a vehicle that is 10 years old or older.

Currently, when an “odometer disclosure statement” is provided, certain information is required
to be certified as true under state and federal laws, but this certified statement is not required if
the vehicle is 10 years old or older because these vehicles are exempt. Because odometer
readings would be voluntary after 10 years, they might not be provided each time the vehicle is
retitled. This could be misleading for Oregon citizens and other jurisdictions who believe the
odometer information printed on the title is accurate when it may no longer be reliable.

The Assistant Attorney General has determined that recording and maintaining odometer
readings provided by customers on a voluntary basis is not a constitutional use of the Highway
Fund. Costs related to voluntary reporting and maintenance will need to be provided from a
different source.

Fiscal Impact Worksheet — General Funds

A. Personal Services

1.

2

3.

Start up Costs , ' 2011-13  2013-15
Implementation Costs: Implementation Te_afn $22.500 $0
Start up Total $22,500 $0

On-going Costs: None

TOTAL PERSONAL SERVICES ' $22,500 $0

B. Services and Supplies

1. Start up Costs
Programming (500 hours x $55/hour) . $27,500 $0
AAG Review of Administrative Rules (30 hours @ $137/hr) $4,110 $0
Training Costs $5.000 $0
' Start up Total $36,610 $0
2. On-going Costs: None
3. TOTAL SERVICES AND SUPPLIES $36,610 $0
C. Capital Outlay: None
Last Saved Date: 1/10/2013 3:07.49 PM Page: 3
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D. TOTAL EXPENDITURES , $59,110 $0

Revenue Worksheet: None

AGENCY QUANTITATIVE ANALYSIS

Effect on Expenditure {by Fund and Category):

Genseral Fund Lottery Funds Other Funds Federal Funds
2011-13 Biennium -
Personal Services $ 22,500 $ - 3 - % -
Services and Supplies 5 36,610 $ - 3 - 5 -
Special Payments $ - $ - $ - 5 -
Capital Outlay $ - $ - ] - 3 -
Capital Construction i - 3 - 3 - 5 -
Total $ 59,110 $ - $ - $ -

General Fund Lottery Funds Qther Funds Fedegral Funds

2013-15 Biennium

Personal Services $ $ - $ - 5 -
Services and Supplies $ $ - $ - $ -
Speciai Payments $ $ - $ - $ -
Capital Qutlay § - $ - $ - § .
Capital Construction b - $ - $ - $ -
Total § - $ - $ - $ -

Effect on Revenues {by Fund):
. Genaral Fund Lottery Funds Other Funds Federal Funds

2011-13 Biennium 3 - 3 - 3 - % -

2013-15 Biennium 5 - $ - ] - b -

Effect on Position(s) / FTE(s):

2011413 201113 201315 201315
Position Count ETE Position Count FTE

Last Saved Date: 1/10/2013 3:07:49 PM . ' Pagé: 4
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FISCAL IMPACT OF PROPOSED LEGISLATION Measure: HB 2042 -1
Seventy-Sixth Oregon Legislative Assembly — 2011 Regular Session
Legislative Fiscal Office

Prepared by: Robin LaMonte
Reviewed by: Susie Jordan
Date: Monday, April 18, 2011

Measure Description:
Permits person to provide Department of Transportation with odometer disclosure form for vehicle 10
years old or older.

Government Unit(s) Affected:
Oregon Department of Transportation (ODOT)

Government Unit(s) Affected:
Oregon Department of Transportation (ODOT)

Summary of Expenditure Impact* See Comments

2011-13 Biennium 2013-15 Biennium
General Fund 58,110
Total Funds $59,110 $0
Positions
FTE

l.ocal Government Mandate:
This bill does not affect local governments' service levels or shared revenues sufficient to trigger Section
15, Article XI of the Oregon Constitution.

Analysis:

HB 2042-2 provides that a person may provide an odometer disclosure statement for a vehicle thatis 10
years old or older and requires that the Department of Transportation will keep these records in an
electronic format. ODOT estimates, based on experience with the implementation of similar legislation,
that this bill will require $22,500 in expenditures for staff time. An additional $36,610 will be required for
programming ($27,500), Attorney General rule review ($4,110) and staff training ($5,000).

The fiscal impact identifies the fund source for this bill as General Fund, because ODOT notes that the

Attorney General has determined that recording and maintaining odometer readings provided by
customers on a voluntary basis is not a constitutional use of the Highway Fund.

Page1of1 HB 2042 - 1
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76th OREGON LEGISLATIVE ASSEMBLY-2011 Regular Session

\%

House Bill 2499 - 1

Orderad printed by the Speaker pinsnant to House Rale 12.00A (5). Presession filed (a the reguest of House In-
terim Committee on Consumor Protection and Government Accountability}

SUMMARY

- The following summary is nob prepared by the sponsors of the measure and is not & part of the body thereof subject

{0 consideration by the Legislative Assembly. It is an editor’s brief statement of the essential features of the
measure ag iniroduced. . , : ,

Transfers duties, functions and powers of Department of Consumer and Business Services re-
Jating to appraisal management companies to Appraiser Certification and Licensure Board on Sep-
tember 1, 2011,

Modifies provisions relating to appraisal management companies.

Declares emergency, effective on pasgage.

A BILL FOR AN ACT
Relating fo appraisal management companiss; crealing new provigions; amending ORS 674.306,
674.310 and 705.141 and sections 1, ,tg 9, chapter 87, Oregon Laws 2010; and declaring an emer-

geney. \{ﬁ,.g; %/‘j’/ é’ 7‘1}5‘ M

Be I Enacted by the People of the State of Oregon:
TRANSFER

SECTION 1, The duties, funciions and powers of the Department of Consumer and
Business Services relating to appraisal management companies are imposed upon, trans-
ferred to and vested in the Appraiser Certification and Licensure Board,

RECORDS, PROPERTY, EMPLOYEES

SECTION 2. (1) The Director of the Departiment of Consumer and Business Services shall
deliver to the Appraiser Certification and Licensure Beard all records and property within
the jurisdiction of the director thai relate to the duties, functions and powers transferred
by section 1 of this 2011 Act.

{2) The Appraiser Certification and Licensure Board shall take possession of the records -
and property.

(3) The Governor shall rezolve any dispute between the Department of Consumer and V
Business Services and the Appraiser Certification and Licensure Board relating {o {ransfers
of records or property under this sectidn, and the Governor's decision is final.

UNEXPENDED REVENUES

SECTION 3. (1) The unexpended balances of amounts authorized to be eéxpended by the | .4, 'J::’,
e e ,..%ﬁer 7
Sty

Department of Consumer and Business Services for the bienmium ending June 39, om
revenues dedicated, continuously appropriated, appropriated or otherwise made available for

NOTE: Matter in boldfaced type in an amended section is new; matter [#alic and brackeled} i existing law to be omitted.
New sections are in boldfaced type.

1O 2627
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the purpose of administering and enforcing the duties, functions and powers transferred by
sect.mn 1 of this .2011 Act ‘are transferred to and are availabifey fgvr’yﬁipen turu% by 5119 ﬁ&p; i3
praiser Certification and Licensnre Board for the biennium beg:xmu&z’iig 2047, fi’:r"tii'éj
purpose of administering and enforcing the duties, funciions and powers transferred by sec-
tion 1 of this 2011 Aet.

{2) The expenditure elassiﬁcations,'if any, ectablished by Acts authorizing or limiting
expenditures by the department remain applicable to expenditures by the board under this

section.
ACTION, PROCEEDING, PROSECUTION

SECTION 4. The transfer of duties, functions and powers to the Appraiser Certification
and Licensure Board by section 1 of this 2011 Act does not affect any action, proceeding or
prosecution involving or with respect to such duties, functions and powers begun before and
pending at the time of the transfer, _exc_épt that the board is subsiituted for the Department
of Consumer and Business Services in the action, proceeding or prosecution,

LIABILITY, DUTY, OBLIGATION

SECTION 5. (1) Nothing in sections 1 to 7 of this 2011 Act relieves a person of a lability,
duty or obligation accrming under or with respect to the dutics, functions and powers
iransferved by section 1 of this 2011 Act. The Appraiser Certification and Licensure Board
may undertake the collection or enforcement of any such liability, duty or obligation.

(2) The rights and obligations of the Department of Consumer and Business Services le- -
gally incurred under contracts, leases and business transactions executed, entered inio or

- begun before the operativ_re date of section 1 of this 2011 Act ecerning under or with respeet

to the duties, functions and powers transferred by section 1 of this 2011 Aci arve transferred
to the board. For the purpese of succession to these rights and obligations, the board is a
continuation of the department and not a new aunthority.

RULES

SECTION 6. Notwithstanding the transfer of duties, functions and powers by section 1
of this 2011 Act, the rules of the Department of Consumer and Business Sexrvices with re-
spect to such duiies, fumetions or powers that are in effect on the operative date of section
1 of this 2011 Act continue in effect until superseded or repealed by rules of the Appraiser
Certification and Licensure Board. References in such rules of the department to the de-
partment or an officer or employee of the department are considered to be references to the
board or an officer or employee of the hoard,

SECTION 7. Whenever, in any uncodified law or resolution of the Legislative Assembly
or in any rule, document, record or procoeding anthorized by the Legislative Assembly, in
the contexi of the duties, fomctions and powers transferred by section 1 of this 2011 Act,
reference is made to the Depariment of Consumer and Business Services, or an officer or
employee of the department, whose duties, functions or powers are transferred by seetion 1
of this 2011 Act, the reference is considered to be a reference to the Appraiser Certification

[2]
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and Licensure Board or an officer or employee of the board who by this 2011 Aet is charged
with carrying out such duties, fanctions and powers.

APPRAISAL MANAGEMENT COMPANIES

BECTION 8. Section 1, chaptor 87, Oregon Laws 2019, is amended to read:

See. 1. As used in seetions 1 to 8 {of this 2010 Act], chapter 87, Oregon Laws 2010:

(1) “Appraisal® means the process of developing an opinion of the value of real property
in conformance with commonly accepied standards for appraisers.

[(D{a) “Appreisel management compuny” means a business entity that:l

[{A) Performs appraisal menogement serviees;]

[(B) Administers networks of independent confraclor appraisers to perform real esiale approisal
activity for clients; or] ' .

[(C) Otherwise serves as o third-party broker of real estate appraisol activity between clients and
appraisers.)

[(&) “Appraisal management company” does not include:]

[{A) An appraiser whe in the normal course of business enders into an agreement with another
appraiser for the performance of real estaie appreisal activity that the hiring aeppraiser cannoi
complete;]

[(B) An appraiser who in the normal course of business enters info an agreement with another
appraiser for the performance of recl estate appraisal activity and upon the completion of the activity,
Jjointly signs the appraisal report with the appraiser be'rforming the activity; or} )

[(C) A person who contracis for fewer than 10 appreisals in this sivie in a calendar year.)

{(2}a) “Appraisal management company” means, in connection with. valuing properties
collateralizing mortgage loans or mortgages incorporated into a seouritization, an extermal
third party that: . -

{A) Oversees an appraisal panel of more than 15 appraisers in Oregon or at least 25 ap-
praisers in the United States; and -

{B) Is authorized by a client fo:

{i) Recruit, select and retain appraisers;

{ii) Contract with appraisers to perform appralsal assignments;

(#i{) Manage the process of having an appraisal performed, including providing adminis-
trative duties such as receiving appraisal orders and appraisal reports, submitting completed

" appraisal reports to creditors and underwriters, collecting fees from creditors and under-

writers for services provided and reimbursing appraisers for services performed; or
{(iv) Review and verify the work of appraisers. )
{b) “Appraisal management company” does not inclade an entity that employs real estate

" appraisers exclusively as employees for the performance of real estate appreisal activity.

[¥2)1 (8) “Appraisal management services” means the process of receiving a request for the per-
formance of real estate appraigal activity from a client and, for a fee paid by the client, entering info
an agreement with an independent contractor appraiser to perform the real estate appraisal activity
contained in the request. )

(4)(a) “Appraisal review” means the act or process of developing and corhmunieating on
opinion sbout the guality of the substantive aspects of another appraiser’s work that was
performed as part of an appraisal agsignment,

[31
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(b) An “appraisal review” is not a quality control examination.

(317 &) “Appraiser” means a state certified appraiger or state licensed appraizer certified or
licensed under ORS 674.310.

[{4)] (8) “Appraiser panel” means a _gi'oilp of {independent contractor] appraisers who have been
gelected by an appraisal management company to perform real estate appraisal activity for [the ap-
praisal management compony] clients,

{7) “Client” means a creditor of a consumer credit iransaction secured by the conswmer’s
real estate or an underwriter of or other principal in the secondary morigage markets that
engages an, appraisal management compaﬁy to perform appraisal management services.

(511 (8) “Controlling person” means:

(a) An owner, officor or director of an appraisal management company;

IB) Ar individual employed, appointed or auihorized by an appraisal maenegement company fo
enter into an cgreement with a client for the performance of appraisel management services or fo enter
indo arn agreement with an independent contractor appraiser for the performance of real estate appreisal
activity; or] _

{b) An individual autherized by an appraisal management company to enter into a con-
tractual relationship with:

{A) A client for the performance of services requiring registration as an appraisal man-
agement company; and o

(B) An appraiser for the performance of appraisals; or

{c} An individual who possesses, directly or indirectly, the power to direct the management or
policies of an appraisal management company.

I(6) “Financinl institution” has the meéning given that term in ORS 674.010.}

~ {9) “Independent contractor appraiser” means an appraiser who receives a fee for per-
forming an appraisal, but who is not an employee of the person engaging the appraiser.

(10)(a) “Quality control examination” means an examinaiion of an appraisal report for
complisnce and completeness, including examination for grammatical or typographical er-
YOrS. ‘GH IZ//%);))V 7o ey %/';07;&7—34/

(b} A “quality control examination” is not an appraisal review,

(71 {11) “Real estate appraisal activity” means the activity deseribed in ORS 674.100.

(12) “Uniform Standards of Professional Appraisal Practice® means the current standards
of the appraisal profession, developed for appraisers and users of appraisal services by the
Appraisal Standards Board of the Appraisal Foundation,

—BECTION 9. Seclion 2, chapter 87, Oregon Laws 2010, 5 fmended to read:

Sec, 2. (I)l{a)] A person may not [provide appreisal management services] directly or indire

Services] Appraiser Certification and Licensure Board™
i(6) Notwithstanding ORS 674.100 (3)(a)afi affiliate of ¢ financial institution or insurance com-
pany may not provide appratsal manegfement services unless the affiliate is registered as an appraisal

management company with-tHe depariment.}
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{b) The name, address and phone contact information of a controlling person of the entity;

{c) If the entity is not domiciled in this state, the name and phone coniact information for the
entity’s agent for service of process in thig state;

{d) The name, address and phone contact information of any person that owns 10 Yercent or
more of the entity;

{e) A certification that: :

{A) The entity has & system fo verify that each appraiser on the entity’s apprgiser panel is li-
censed or certified under ORS 674.310 and is competent to perform real estate appraisal activity;

[{(B} If the entity reviews real estate appraisal activity performed by an cppfaiser, the review is
conducted by another oppraiser; and]

(B) The entity vequires appraisers completing appraisals at the enij
with the Uniform Standards of Professional Appraisal Practice;

(C) The entiiy has a system in place to require that appraisals/are eonducted independ-
ently and without inappropriate influence or coercion as required’ by the appraisal independ-
ence standards established under section 129F of the Truth in Lending Act; and

[(CA (D) The entity maintaing and retains for at least five Arears, or as required under ORS
674150, a detailed record of each sppraisal management servicey request the entity receives and the

’s request to comply

appraiser whe performe the real estate appraisal activity contgined in the request;

(D The sarety bond, letter of eredit or deposit required by section 3 [of this 2010 Act], chaptier
87, Oregon Laws 2010; :

() ¥ees in an amount prescribed by rule by the [dep,
cover the costs of administering sections 1 {0 8 and 9 lof this 2010 Actl, chapter 87, Orvegon Laws
20190; and

ith) A description of the dispute resolution procegs fequired by section 7 of this 2010 Act; and]

i(i)) (h) Any other information required by the [department] board by rule.

(3) The [department] board may not issue/a registration to a business entity as an appraisal
management company unless: B

(a) Each individual who owns 10 per€ent or more of the entity and the controlling person
identified by the entity in the application have completed a criminal records check; and

(b) The [depariment] board determjhies that each individual who owns 10 percent or more of the
Atified by the entity in the application:

driment] boawd, which must be sufficient to

entity and the controlling person ide
[{a)i (A) Are of good moral ¢
(B (B) Have never had aficense, certification or registration to act as an appraiser or ap-

praisal management company yefused, denied, canceled or revoked in this state or in any other siate.
{(#)(a) The bhoard shal

nder this section.

maintain a published list of appraisal management companies regis-

dracter; and

ssue a unique registration number to each appraisal management
company registered

(b) The board shal
tered under this g¢ 7 _

(¢) An apprdisal management eompany registered under this section shall disclose the
company’s rggistration number to each appraiser used by the company.

{41 ?/:n appraisal management company registration expires two years after the date of the
tssuance, of the registrﬂtion. The [depariment] board shall adopt rules establishing the requirements
for re .i{wal or reactivation of a registration. The rules must require that an appraisal manage-
men /compamr provide all of the information and certifications required for an initial appli-
catgém for registration under subseciion (2) of this section in the renewal application. [include
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SECTION 19, Section 3, chapter 87, Oregon Laws 2010, is amended to read:
See. 8. (1) An applicant for issnance or renewal of an appraisal management company registra-
tion shall file with the [Depariment of Consumer and Business Services] Appraiser Certification and

Licensure Board a surefy bond with one or more corporate suretios authorized to do businese in
this state, or an irrevocable letter of credit issued by an insured institution, as defined in ORS
708.008, in the amount of $25,000.

{2) The surety bond or letfer of credtt reqmred under subseckion (1) of this section must:

(a) Be conditioned that the applicant pays:

{A) Al amounts owing to persons who perform real estate appraisal activily for the appraisal
management company; and

(B) All amounts adjudged against the appraisal mansgement company by reason of negligent or
improper real estate appraisal activity or appraisal management services or breach of eoniract in
performing raal estate appraisal activity or appraisal management services; and

(b} Require the surety company to provide written notice to the [department] board by registered
or certified mail: _

(A) At least 30 days before the surety company eancels or revokes the bond; or

{B) When the surety company pays for a loss under the bond.

{3) In lieu of the surety bond or letter of credit required under subsection (1) of this section, the
appraisal management compsny may file with the [department] boavd, under the same terms and
conditions ag when a bond is filed, a deposit in cash or negotiable securities acceptable io the [de-
pariment} board.

{4} The surety bond, letter of credit or deposit required by this section must be continuously on
file with the [depariment] board in the amount of $26,000 and is for the exclusive purpose of payment
of the obligations listed in subsection (2} of this section. Upon termination or ecancellation of the
bond, withdrawal of the deposit or reduction of the bond, letter of credit or deposit to less than
$25,000, a registered appraisal management company shall;

{a) File a replacement bond, letter of eredit or deposit within the time period established by the
[department] board by rule; or

{b) Surrender the company’s registration to the [department] board and cease operating as an
appraisal management company. :

(5) Any persor damaged by an appraisal management company’s failure fo pay an obligation
listed in subsection (2) of this section has a right of aclion under the bond. An action under the bond
must be commenced within one year after the appraisal management company fails {0 pay the
amount owing or the amount adjudged against the appraisal management company.

SECTION 1%. Saction 4, chapter 87, Oregon Laws 2010, is amended to read:

Sec. 4. (1) The [Department of Consumer and Business Services shall] Appraiser Certification
and Licensure Board may adopt rules establishing 2 procedure for auditing an appraisal manage-
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ment company registeved under section 2 [of this 2010 Act), chapter 87, Oregon Laws 2018, fo ex-
amine the appraisal management company’s compliance with sections 1 to 8 [of this 2010 Act),
chapter 87, Oregon Laws 2010. ' ‘ '

{(2) The department shall gudit each appraisal management company registered under section 2 of
this 2010 Act at least every two yeers.] '

[(8) The department shall issue written findings on the results of the andit.]

[(4)] (2) If an appraissl management company fails an audit, the [department] board may impose
a civil penalty under section 9 [of this 2010 Act], chapler 87, Ovegon Laws )

“"SECTION 12. Section 5, chapter B7, Oregon Laws 2010, is amended to read:

10 See. 5. (1) An appraidal management company or an employes, controlling person or agent of

Sl @ ~2 O T o G B

11 an appraisal management company may not: -

iz (a) Attempt to influence the development],] or reporting of an appraisal or appraisal revigw
13 lof an appraisel or appraisal review assignment] through coercion, extortion, collusion, compensgfion,
14 [instruction,] inducement, intimidation, bribery or any other manner, including but not limifed to;

15 (A) Withholding or threatening te withhold timely payment for an appraisai;

16 {B) Withholding or threatening fo withheld future business for an lindependent cdniractor] ap-
17  praiser; .

18 (C) Expressly or impliedly promising future business, promotions or increased compensation for
19 an appraiser; '

20 (1)) Conditioning the [request for real estate appraisal activity] ordering of an appraisal report
21 or any payment on the opinion, conclusion or valuation to be reached,6r on a preliminary estimate
2 or opinion requested from an appraiger; '

23 (1) Requesting that an appraiser provide an estimated, pregéiermined or desired valuation in
24 an appraisal report, or provide estimated values or compapdble sales ai any time prior to the
25  appraiser’s completion of real estate appraisal activity;

26 (") Providing to an appraiser an anticipated, estimgfed, encouraged or desired value for a sub-
27  ject property or a proposed or target amouni to bedoaned to the borrower, except that a copy of
28  the sales coniract for a purchase transaction may/be provided; .
29 (¥ Providing to an appraiser, or any entity/or individual refated to the appraiser, stock or other
30 financial or nonfinancial benefits; or

N (H) [Allowing the removal of] Exeept Awithin the fivsi 90 days after an appraiser is added to
32 the company's appraiser panel, rexdoving an appraiser from an appraiser panel without prior |
33  written notice to the appraiser, incHuding notice of evidence of the reason for removal; ) |

34 [(D} Obtaining, using or poyigg for o second or subseguent appraisel or ordering an auiomated

185 valuation model in connection yith a morigage financing transaction unless there is a recsonable basis

36 o believe that the initial appfaisal wes flawed or tainted and such besis is clearly and approprictely

39 funded; or]
40 []} Any other act or practice that impairs or atlempts fo impair an eppraiser’s independence, ob-
41 Jjectivity or imparticlity.] - _

42 (b) Require an appraiser to prepare an appraisal vmder a time frame that the appraiser,
43 in the appraiser’s professional judgment, believes does not afford the appraiser the ability to
44

45\

meet the appraiser’s legal and professional obligations; -
' (c) Require an appraiser to prepare an appraisal if the appraiser has notified the comlfb

17! | ‘Zh%
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that, in the appraiser’s professional judgment, the appraiser dees not have the necesss
expertise for the assignment;

(d) Prohibit legal communications beiween the appraiser and a lender, a real estate
licensee or any other person who the appraiser, in the appraiser’s profess: il judgment,
believes possesses information that would be velevant;

(e) Knowingly require an appraiser to take any action that doés not comply with the
provisions of ORS chapier 674, the rules of the Appraiser Certification and Licensure Board
or any assignment conditions and certifications requived by the client for whom an appralsal
is being performed;

{f) Require an appraiser to indémnify he-appraisal management company againsl; liabil-
ity, damages, losses or claims except fof Hability, damages, losses or claims arising out of
the services performed by the apprdiser;

{g) Prohibit an appraiser-from reporting the fee paid fo the appraiser in the appraisal

~ report; or

] (h) [Substartively] Alter in any way a completed appraisal report submitted by an appraiser,

(2) This sgefion does not prohibit an appraisal management company from requesting, on behalf
of a finapefal institution at the request of a consumer, that BD. appraiser:

a) Provide additional information about the basis for the valuationg m,gf " ™

(b) Correct chjective fa@al errors in a completed appraasal gaport{, or] 3f'f( ‘

Congider the 3 of other comparable_properties iit Az

SECTION 13. Saction o7 chapter 87, Oregon Laws 2010, is “amended to read:

Sec. 6. Excepl in the case of breach of coniract or substandard performance of real estate ap-
praisal activity, an appraisal management company shall make payment to an independent contrac-
tor appraiser for the completion of an appraisal or appraisal review assignment:

(1} Within 60 days after the appraiser provides the completed appraisal report to the appraisal
management companyl.]; or

(2) In accordance with another payment schedule agreed to by the appraiser and the ap-
praisal management company,

SECTION 14. Section 7, chapter 87, Oregon Laws 2010, is amended to read:

Sec. 7. The [Department of Consumer ond Business Services! Appraiser Cextification and
Licensure Board shall adopt rules requiring an appraisal management company to [esteblish a dis-
pute resolution process that allows) forward a complaint from a person with an interest in a real
estate transaction for which an appraisal was arranged by the appraisal managemeni company to
Idispute the appreisal] the client that requested the appraisal.

SECTION 15. Section 8, chapter 87, Oregon Laws 2010, is amended to read:

See. 8. (1) The Depariment of Consumer and Business Services] The Appraiser Certification
and Licensure Board may suspend or revoke an appraisal management company registration for
a violation of sections 1 to 8 [of this 2010 Act], chapter 87, Ovegon Laws 2010, or of rules adopted
by the [depariment] board,

{2} The revocation, lapsing or suspension of an appraisel management company registration does
not deprive the depariment of jurisdiction to proceed with any investigation of or any action or disci-
plinary proceedings against the appreisal menagement compeny, or to revise or render null and void
an order suspending or revoking the registration.}

' SECTION 16, Sections 17 to 19 of this 2011 Act are added to and made a part of sections
1 to 8, chaptler 87, Oregon Laws 2010.

st
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1 SECTION 17. Any employee of an appraisal management company who has reasonable
2  basis to believe thai an appraiser has failed to comply with the Uniform Standards of Pro-
3 fossional Appraisal Practice, is violating the law or is otherwise engaging in umethical or
4 wunprofessional conduct, shall notlfy the Apprals tificatipn an ure Board if the
5 appraiser’s conduct is likely toA '%?M estate bemg appraised.

e mww

7 lishing training requirements and qualifications for employees of appraisal management

8 companics who:

g (1) Belect appraisers for an appraiser
10 (2} Select appr, perform real estate activity; or @
11 éxform quality conirol examinations. - e

TFION 19. (1) The Appraiser Certification and Licensure Board shall establish by rule
13 fees for appraisal management companies, mcludmg but not limited to fees for:
14 (a) Application for registration.

15 (b) Registration.

16 (¢) Renewal of registration,

17 (d) Duplicaie registration.

18 (e) Renewal of inactive registration.

19 {) Reactivation of inactive regisiratiion,

20 ﬁ) Late renewal of registration, '

21 (h) Inactive status. jM O
mm«:eived by the board pursuant to this section shall be paid
23 into the account created by the board under ORS 182.470.

SECTFION 28. Section 9, chapter B7, Oregon Laws 2910 is amended to read:

Sec 9, (1) In accordance with ORS chapler 183 the [Department of Consumer and Business
Services] Appra Ce ification and L;censnre Board may impose a civil penalty not to exceed
$15, 000'@( erson w a—tés a provisi on of sections 1 to 8 [of this 201 Act], chapter 87,
czamgonuumszow),oirmyr»mé d @% Lot 2k sy m/;bt?a/yy#%

(2) The civil penally under this section is in addition to and not in leu of any other penalty or Lre
sanction. provided by law. ;

SECTION 21. ORS 705.141, as amended by section 10, chapter 87, Oregon Laws 2010, is

amended to read: ' ' om/a &

708.141. For the purpose of requesting a state or nationwide criminal records check under ORS

BERrRE8BESERRER

181.534, the Department of Consumer and Business Services may require the fingerprints of s person
35 who is applying for a license {or registration], or renewal of a license [or registration], under ORS
88 744.001, 744.059 or 744.326 [or section 2, chapter 87, Oregon Laws 2010,] or a person who;

37 (1)a) Is employed or applying for employment by the department; or

35 {b) Provides services or seoks to provide services to the department as a contractor, vendor or
39  volunteer; and

40 (2) Is, or will be, working or providing services in a position:

(2) In which the person is providing information technology services and has control over, or
access o, information technology systems that.woﬁld‘ allow the person to harm the information
technology systems or the information contained in the systems;

{b) In which the person has access to information that state or federal laws, rules or regulations
prohibit discloging or define as confidential;

R B B £
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{c) That has payrell functions er in which the person has responsibility for receiving, receipting
or depositing money or negotiable instruments, for billing, collections or other financial transactions
or for purchasing or selling property or has access to properiy held in trust or fo private property
in the temporary custody of the state; '

{d) That has mailroom duties ag a primary duly or job function;

() In which the person has respansihﬂit_y for auditing the department;

() That has personnel or human resources functions as a primary responsibility;

(z) In which the person hae access {o Sacial Security numbers, dates of birth or criminal back-
ground information of employees or members of the public; or

(h) In which the person has access to tax or financial information about individuals or business
enfities. . .

SECTION 22. ORS 674.305 is amended to read:

674.305. (1) 'The Appraiser Certification and Licensure Board is established. The board shall
operate ag a semi-independent state agency subject to ORS 182.466 to 182,472 for purposes of car-
rying out the provisions of this chapter. The board shall consist of [seven] eight members. The
members shall be appointed by the Governor and must be residents of this state.

{2) The board shall be composed of:

{a) Five appraisers ceriified or licensed under ORS 674.310;

(b} One individual who is employed by a financial institution or a mortgage banker; [and]

{c) One member who represents appraisal management companies registered under sec-
tion 2, chapter 87, Oregon Laws 2010; and ' )

[{e)] (d) One individual who is a public member and who:

{A) Ie pot engaged in profeasionai real estate activity,

{B) Is not a state certified or state Hoensed appraizer;

(C) Is not employed by a financial institution or a mortgage banker; and

(D) Does not have a direct financial interest in any person who is required, or whose employees
or apents are required, to be staie licensed or state certified appraisers.

(3) The term of office of each member is four years with two terms maximum, but a member
serves at the pleasure of the Governor. Before the expiration of the term of a member, the Governor
shall appeint a successor whose term beging en July 1 next following. A member is eligible for re-
appuintment. If there is 4 vacancy for any cause, the Governor shall make an appointment, to becomse
immediately effective for the unexpired term. A member may not be appeinted to serve more than
two consecutive terms on the board.

{4) The hoard shall select one of its members as chairperson and ancther as vice chairperson,
for such terms and with duties and powers necessary for the performance of the functions of such
offices as the board determines, '

(5} A majority of the members of the board constitutes a quorum for the transaction of business.

{6} The hoard shall meet at least once every three months at a place, day and hour determined
by the board. The board also shall meet at other times and places specified by the call of the
chairperson or of a majority of the members of the board.

(7) In accordance with applicable provisions of ORS chapter 183, the board shall adopt rules
necessary for the administration of this chapter.

(8) The appointment of a member of the board is subject to confirmation by the Senate in the
manner prescribed in ORS 171.6562 and 171.565,

SECTION 23, ORS 674.310 is amended to read:

(101
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674.310. {1) The Appraiser Certification and Licensure Board shalk:

(a) Have the power to do all things necessary and convenient to carry into effect the provisions
of this chapter, sections 1 to 8, chapter 87, Oregon Laws 2010, and the faderal Act and to regu-
late the activities of siate Jicensed appraisers, state certified appraisers [end], stale registered ap-
praiser assistants and appraisal management companies to ensure that real estate appraisals
conform to the law in effect on the date of the real estate appraisal activity.

(b) Certify or license appraisers and register appraiser assistants as necessary to carry out the
federat Act and the purposes set forth in ORS 674.020.

{c)} Register appraisal management companies under sections 1 to 8, chapter 87, Oregon
Laws 2019.

[fch (@ Supervise the activities of state certified appraisers, state licensed appraisers [and],
state registered appraiser assistants and appraisal management companies as provided in this
chapter and sections 1 to 8, chapier 87, Oregon Laws 2010, to ensure that they perform real es-
tate appraisal activity in sirict conformance with the provisions of this chapter and of the federal
Act, and that they otherwise comply with the provisions of this chapier and sections 1 fo 8,
chapter 87, Oregon Laws 2019, in the conduct of their professional activities.

f(d)1 (o) Establish, keep current and, no less than annually, transmit to the Appraisal Subcom-
mittee a roster listing state certified appraisers and state licensed appraisers.

f(e)] () Collect and remit {annual regisiry] fees as required [by] under ORS 674.330 and section
19 of this 2011 Act.

{2) Rules adopted by the Appraiser Certification and T_.icensure Board to govern real estate ap-
praiser certification and licensure shall conform with the reguirements of the federal Act. The
board shall adopt rules including but not limited to:

(a) Establishing programs for the certification, liconsure or registration of individuals who en-
gage in real estate appraisal activity. '

{b) Bstablishing educational requirements for cerfification or licensure of appraisers and for the
registration of appraiser assistants that ensure protection of the public interest and comply with the
requireméntﬁ of the federal Act. Education requirements for state lcensed appreisers and stale
certified appraisers must meet the minimum ecriteria established by the Appraiser Qualification
Board of the Appraisal Foundation, .

{c) Bstablishing a professional eode of responsibility for state certified appraisers and state li-
censed appraigers that is in conformance with the federal Act.

() Providing for registration of vut-of-state appraisers as provided for under ORS 674.120.

{3) An individual may not be a state licensed appraiser or a state certified appraiger unless the
individual has achieved a passing grade upon a suitable examination equivalent to the Uniform
Certification Examination issued or endorsed by the Apprairal Qualification Board of the Appraisal
Foundation.

{4} The Appraiser Certification and Licensure Board, acting through the adminisirator, may is-
sue subpoenas to compel the aitendance of witnesses and the production of papers, books, records,
correspondence, agreements, memoranda and other material or relevant documents in investigations
or proceedings pertaining to the powers and duties of the board.

(8) In the ease of a person who refuses to respond to a subpoena issued by the Appfaiser Cer-
tification and Licensure Board, the judge of the circuit court, on the application of the board ad-
ministrator, shall order compliance with the board subpiena in the same manner as a proceeding for
contempt;, for failure to respond to a subpoena of the éourt.
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UNIT CAPTIONS

SECTION 24, The unit captions used in this 2011 Aet are provided only for the conven-
ience of the reader and do not become part of the statutory law of this state or express any
legislative intent in the enactment of this 2011 Act.

APPLICABILITY

SECTION 25. The amendments to section 2, chapter 87, Oregon Laws 2016, by section 9
of this 2011 Act apply to applications for regisiration of an appraisal management company

submitted on or after Septembod 1, 2041
g017”

OPERATIVE DATE

SECTION 26. (1) Sections 1 to 7 and 17 to 19 of this 2011 Act and the amendments {0 ORS
674.305, 674.310 and 705,141 and sections 1 to 9, chapter 87, Oregon Laws 2010, by sections 8
to 15 and 20 to 23 of this 2011 Act become operative on September I, 2011,

{2) The Depariment of Consumer and Business Services and the Appraiser Ceriification
and Licensure Board may take any action before the operative date specified in subsection
(1) of this seetion that is necessary to enable the depariment and board io exercise, on and
after the operative date specified in subseetion (1) of this section, all of the duties, functions
and powers conferred on the department and board by sections 1 to 7 and 17 to 19 of this 2011
Act and the amendments to ORS 674.305, 674.310 and 705.141 and seciions 1 to 9, chapter 87,
Oregon Laws 2010, by sections 8 to 15 and 20 to 23 of this 2011 Aet.

EMERGENCY CLAUSE
SECTION 27. This 2011 Act being necessary for the immediate preservation of the public

peace, health and safeiy, an emergency is declared to exist, and this 2011 Act takes effect

on its passage.
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HB 2499-12
(LC 2627)
3/21/11 (MNd/ps)

PROPOSED AMENDMENTS TO
HOUSE BILL 2499

On page 1 of the printed bill, line 3, delete “to” and insert “, 2, 3, 4, 5,
6, 7, 8 and”.

On page 4, line 27, after “completeness” insert “in relation to client
gpecifications”.

Delete lines 34 through 45 and delete page 5.

On page 6, delete lines 1 through 8 and insert:

Tided to
read:

“See. 2. (DN{@)] A person may not [provide appraisal management
services) directly or indirectly engage in or attempt to engage in busi-
ness as an appraisal management company or advertise or represent
that the entity is an appraisal management company unless the person
is: , - _

“(a) Registered ag an appraisal manégeﬁlent company with the [Depart-
ment of Consumer and Business Services] Appraiser Certification and
Licensure Board; or

“(b) An appraisal management company that is a subsidiary of and
owned and controlled by a financial institution regulated by a federal
financial institution regulatory agency, as that term is defined in ORS
674.010.

“I(b) Notwithstanding ORS 674.100 (3)a), an affiliate of a financial insti- .

tution or insurance company may not provide eppraisal management services
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unless the affiliate is registered as an appraisal management company with the
department.) .

“(2) A business entity may apply for registration as an appraisal man-
agement company on forms prescribed by rule by the [department] board. The
application must include:

“(a) The name, address and phone contact information of the entity;

“(b) The name, address and phone contact information of a controlling
person of the entity; '

“(c) If the entily is not domiciled in this state, the name and phone
contact information for the entity's agent for service of process in this state;

“(d) The name, address and phone contact information of any person that
owns 10 percent or more of the entity;

“(e) A certification that:

“(A) The entity has a system to verify that each appraizer on the entity’s
appraiser panel is licensed or certified under ORS 674.310 [and is competent

" to perform real estate oppraisal activity];

“I(B} If the entity reviews real estate appraisal activity performed by an
appraiser, the review is conducted by another appraiser; and}

“(B) The entity requires an appraiser completing an appraisal at the
entity’s request fo confirm that the appraiser is competent {o perform
the appraisal assignment before accepting the assignment;

“(C) The entity requires appraisers completing appraisals at the
entity’s request to comply with the Uniform Standards of Professional
Appraisal Practice; |

“(D) The entity has a system in place to require that appraisals are
conducted independently and without inappropriate influence or
coercion as required by the appraisal independence standards estab-
lished under section 129E of the Truth in Lending Aet; and

“I{(C)] (B) The entity maintains and retains for at least five years, or as
required under ORS 674.150, a detailed record of each appraisal management

HB 2499-12 3/21/11
Proposed Amendments to HB 2499 : Page 2
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services request the entity receives and the appraiser who performs the real
estate appraisal activity contained in'the request;

“(f) The surety bond, letter of credit or deposit required by section 3 [of
this 2010 Act), chapter 87, Oregon Laws 2010,

“(g) Fees in an amount prescribed by rule by the [department] board,
which must be sufficient to cover the costs of administering sections 1 to 8
and 9 [of this 2010 Act), chapter 87, Oregon Laws 2010; and

“ft(h) A description of the dispute resolution process required by section 7
of this 2010 Act; and} ' |

“I(i)] (h) Any other information required by the [depariment] board by
rule.

“3) The [department] board may not issue a registration to a business
entity as an appraisal management company unless:

“(a) Each individual who owns 10 percent or more of the entity and
the controlling person identified by the entity in the application have
completed a criminal records check; and _

“(b) The [department] board determines that each individual who owns
10 percent or more of the entity and the controlling person identified by the
entity in the apphcatmn

“I{a)] (A) Are of good moral character; and

“I(b)] (B) Have never had a llcense, certification or registration to act
as an appraiser or appraisal management company refused, denied, canceled
or revoked in this state or in any other state.

“{4)(a) The board shall issue a unique registration number to each
appraisal maﬁagement company registered under this section.

“(b) The board shall maintain a published list of appraisal manage-
ment companies registered under this section.

“(c) An appraisal management company registered undex; this sec-
tion shall disclose the company’s registration number to each ap-

praiser used by the company.

HB 2499-12 3/21/11 5 :
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“I(4)] (6) An appraisal management company registration expires two
vears after the date of the issuance. of the registration. The [department]
board shall adopt rules establishing the requirements for renewal or reacti-
vation of a registration. The rules must require that an appraisal man-
agement company provide all of the information and certifications
required for an initial application for registration under subsection (2)
of this section in the renewal application. [include a requirement that the
appraisel management company must certify that:]

“[(a) The company has a system to verify that each appraiser on the
company’s appraiser panel is licensed or certified under ORS 674.310 and is
competent to perform real estate appraisal activity;]

“I(b) If the company reviews real estate appraisal activity performed by an
appraiser, the review is conducted by another appraiser; and)

“I(c) The company maintains and retains for at least five years, or as re-
quired under ORS 674.150, o detailed record of each appraisal management
services request the company receives and the appraiser who performs the reol

estate appraisal activity confained in _the request.]”.

i8
19

On page 7, delete lines 9 through 45.
On page 8, delete lines 1 through 20 and insert:

20
21
22
23

25

26

28
29

30

"SECTION 12. Section 5, chapter 87, Oregon Laws 2010, is amended to

read:

“Sec. 5. (1) An appraisal management company or an employee, control-
ling person or agent of an appraisal management company may not;

“(a) Attempt fo influence the developmentl,] or reporting of an appraisal
or appraisal review [of an appraisal or dppraisal review assignment] through
coercion, extortion, collusion, compensation, [instruction,] inducement, in-
tireidation, bribery or any other manner, including but not limited to:

“(A) Withholding or threatening to withhold timely payment for an ap-
praisal; | |

“(B) Withholding or threatening to withhold future business for an [in-

HB 2499-12 3/21/11
Proposed Amendments to HB 2499 Page 4
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30

dependent contractor] appraiser;

“(C) Expressly or impliedly promising future business, promotions or in-
creased compensation for an appraiser; |

“D) Conditioning the [request for real estate appraisal activity] ordering
of an appraisal report or any payment on the opinion, conclusion or valu-
ation to be reached, or on a preliminary estimate or opinion requested from -
an appraiser; '

“(E) Requesting that an appraiser provide an estimated, predetermined or
desired valuation in an appraisal report, or provide estimated values or
comparable sales at any time prior to the appraiser’s completion of real es-
tate appraisal activity; |

“(F) Providing to an appraiser an anticipated, estimated, encouraged or
desired value for a subject property or a proposed or target amount to be
loaned to the borrower, except that a copy of the sales confract for a pur-
chase transaction may be provided; or

“G) Providing to an appraiser, or any entity or individual related to the
appraiger, stock or other financial or nonfinancial benefits;

“I(H) Allowing the removal of an appraiser from an appraiser panel with-
out prior written notice to the appraiser;] -

“I(D) Obtaining, using or paying for a second or subsequent appraisal or
ordering an automated valuation model in connection with a morigage fi-
nancing transaction unless there is a reasonable basis to believe that the initial
appraisal was flawed or tainted and such basis is clearly and appropriately
noted in the loan file, or unless such appraisal or automated valuation model |
is done pursuant to an appreisal review or quality control process thot is
completed by an -appmiser before or after a loan is funded; or]

“I¢J) Any other act or practice that impairs or atlempis fo impair an
appraiser’s independence, objectivity or impartiality.]

“(b) Require an appraiser to accept an appraisal assignment if the
appraiser has notified the company that the appraiser declines the

HB 2499-12 3/21/11 o
Proposed Amendments to HB 2499 : Page 5
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assignment because the assignment must be completed within a time
frame that the appraiser, in the appraiser’s professional judgment,
believes does not afford the appraiser the ability to meet the
appraiser’s legal and professional obligations;

“(c) Require an appraiser to accept an appraisal assignment if the
appraiser has notified the company that the appraiser declines the
assignment because, in the appraiser’s professional judgment, the ap-
praiser does not have the necessary expertise for the assignment;

*“(d) Prohibit Iawful communications between the appraiser énd any
other person who the appraiser, in the appraiser’s professional judg-
ment, believes possesses information that would be relevant;

“(e} Kmowingly require an appraiser to take any action that does
not comply with the provisions of ORS chapter 674, the rules of the
Appraiser Certification and Licensure Board or any assignment con-
ditions and certifications required by the client for whom an appraisal
is being performed;

“(f) Require an appraiser to indemnify the appraisal -management
company or any other pariy against liability, damages, losses or claims
that arise out of any act or conduct of the appraisal management
company or that do not arise out of the services performed by the
appraiser;

“(g) Prohibit an appraiser from reporting the fee paid to the ap-
praiser in the appraisal report;

“th) Allow a person to perform an appraisal review relating to a
property located in this state if the person is not an appraiser with the
licensure required to perform the appraisal review;

“I(6)] (i) Substantively alter in any way a completed appraisal report
submitted by an appraiser[.}; or

“G) Except within the firsi 90 days after an appraiser is added to
the company’s appraiser panel, remove the appraiser from the ap-

HB 2499-12 3/21/11 '
Proposed Amendments to HB 2499 ‘ Page 6




1 In line 17, delete “September 1, 2011” and insert “January 1, 2012”.
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praiser panel without prior written notice to the appraiser, including

-y

notice of evidence of the reason for removal.

“(2) [This section does not prohibif] An appraisal management company
[from requesting] may request, on behalf of and with the approval of a
financial institution at the request of a consumer, that an appraiser:

“(a) Provide additional information about the basis for the valuation;

“(b) Correct objective factual errors in a completed éppraisa] report; or

“(c) Consider the values of other comparable properties.”.

L~ B - IS D - - S - ]

In line 37, after “may” insert “deny registration or renewal of registration

jay
=

{o an appraigsal management company or”.

[

[ d
[y

On page 9, line 5, delete “affect” and insert “have a material effect on”.
De_ifie lines 6 through 11 and insert:
13 “SECTION 18. The Appraiser Certification and Licensure Board
14 shall adopt rules requiring an appraisal management company to pro-

B

15 vide documentation to the board showing that the appraisal manage-
16~ ment company provides training, in accordance with rules adopted by

17 the board, to employees of the appraisal management company who:

18 “(1) Select appraisers for an appraiser panel;
19 “(2) Select appraisers to perform real estate activity; or
20 “(3) Perform quality contirol examinations.”.
21 Aft_t_e_x_'_ line 21, insert: '
m Annual appraisal management company registry fees in an amount

: 23 determined by the Appraisal Subcommittee of the Federal Financial Insti- @
2¢ tutions Examination Council as set forth in federal law.”.

.'725 In line 26, after “penalty” insert a comma.

26 In line 27, after “$15,000” insert “for each violation,”.

27 In Line 28, after “2010” ingert “, or any rule adopted by the board under

28 sections 1 to 8, chapter é7 , Oregon Laws 2010”.

29 On page 12, line 11, delete “September 1, 2011” and insert “January 1,

30 2012".

HB 2499-12 3/21/11
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HB 2499-13
(LC 2627)
3/26/11 (MNJ/ps)

PROPOSED AMENDMENTS TO
HOUSE BILL 2499

On page 1 of the printed bill, line 28, delete “2011” and insert “2013,

On page 2, line 3, delete “beginning July 1, 2011” and insert “ending
“June 30, 2013”,

On page 8, line 18, delete “or”.

In line 19, restore “; or”.

In line 20, restore the bracketed material and delete “values” and insert

. “prices”.




2011 Legislative Session

AGENCY FISCAL IMPACT STATEMENT FORM

House Bill | 2499 Amendment

-12 and -13

Please indicate the fiscal status of the measure, complete the below form, and return one
copy each to the Legislative Fiscal Office (LFO) and the Budget and Management Division

(BAM).

X Fiscal Impact

A fiscal impact determined to be greater than a minimal fiscal impact.

Minimal Impact
P agency resources.

A fiscal impact that can be absorbed by an agency within existing

No fiscal impact

The absence of an expenditure or revenue (non-tax) impact.

Effect on Expenditures (By Budget Category and Fund-type): 2011 -2013 2013 -2015
Personal Services — Other Funds $ 354,064 $ 354,937
Services and Supplies — Other Funds $ 88,902 $ 36,574
Total $ 442,966 $ 391,511
Effect on Revenues (By Budget Category and Fund-type): 2011 -2013 2013 - 2015
Application, Registration Fees — Other Funds $ 328,000 $ 328,000
Civil Penalty Assessments — Other Funds $ Unknown $ Unknown
Audit Fees — Other Funds $ Unknown $ Unknown
Total $ 328,000 + $ 328,000 +
Positions/FTE (classification, step 2): FTE FTE

ee explanation for

Compliance Specialist 2 {C5247/SR 25) effective 1-1 -2012 1/1.0 1/1.0
Administrative Specialist 1 (C0107/SR 17) (effective 1-1-2012) | 1/0.50 1/7.50

PEM E (X7008/SR 33) effective 7-1-2011 1/0.50 17.25

PEM C (x7004)/SR 28) effective 7-1-2011 1/0.50 1/.25

interim Joint Committee on Ways and Means: The budgetary impact of this bill was reviewed and
approved by the Interim Joint Committee on Ways and Means to be recommended to be included

in the omnibus budget bill. _
Yes

No X

If yes, what date(s) and ltem Number(s)?

Local Mandates: Does the proposal have a fiscal or revenue mandate effect on cities, counties, or
special districts that triggers evaluation under section 15, Article Xl of the Oregon Constitution?

Yes

No X




Agency Fiscal Analysis:

House Bill 2499 is intended to foster appraiser independence, impartiality, objectivity and
competence for the protection of Oregon consumers through regulation of individuails and
entities that provide appraisal management services. Appraisal Management Companies (AMCs)
are third-party brokers of real estate appraisal services.

House Bill 2499 transfers'duties, functions and powers of the Department of Consumer and
Business Services (DCBS) relating to AMCs to the Appraiser Certification and Licensure Board
(Board) as of January 1, 2012. The Board is a semi-independent State agency.

The Dodd-Frank Wall Street Reform and Consumer Protect Act (Act) became law on July 21,
2010, and mandates AMCs to be subject to registration and supervision by State appraiser
certifying and licensing agencies. The Act imposes federal mandates for minimum requirements for
AMCs. The Board believes HB 2499 will bring Oregon-into conformity with the Federal Act.

In addition to registration, the Board would have the requisite responsibility of enforcing statutory
and administrative rule requirements as well as federal statutes and regulations. AMC application,
registration and renewal fees would be set by the Board through administrative rule. Fee amounts
would be solely for the purpose of covering the costs associated with implementation and
administration of {he proposed legislation. The Board would collect monies associated with AMC
application fees, registration and renewal fees, federally mandated AMC registry fees, and any
assessed civil penaities imposed as a result of violations of Cregon law, administrative rules,
and/or federal mandates. The Board currently has processes in place for the collection of similar
fees associated with licensing and certifying of real estate appraisers and registeting appraiser
assistants.

Regulation of AMCs is relatively new. About 20 states currently have AMC legislation and a
number of states have AMC legislation pendmg The provisions of proposed HB 2499 are similar to
those of other states.

The Board must create and adopt rules and procedures for registration and renewal of AMCs, and
develop an enforcement program to process and investigate complaints and conduct compliance
audits to ensure compliance with AMC stafutes, rules and regulations. The Board will be subject to
bi-annual federal audits to ensure compliance with federal laws and regulations pertaining to AMC
regulation. The Board currently undergoes similar federal audits for its appraiser programs.

The overall impact on the Board will be to broaden its consumer protection effectiveness by
expanding its regulatory oversight to also include AMCs.

The specific impacts will be both near term and long ferm.

Below is a detailed explanation the anticipated FTE to implement the AMC program:;

2011-2013 Biennium

PEME .50 FTE (7/1/2011 — 12/312012) /.25 FTE (1/1/2013 —~ 6/30/2013) (Existing Board staff)
PEMC .50 FTE (7/1/2011 - 12/312012) /.25 FTE (1/1/2013 - 6/30/2013) (Existing Board staff)

Compliance Specialist 2 (CS2) 1.0 FTE effective 1/1/2012
Administrative Specialist 1 (AS1) .50 FTE effective 1/1/2012




2013-2015 Biennium

PEME .25FTE
PEMC .25FTE
Compliance Specialist 2 (CS2) 1.0 FTE
Administrative Specialist 1 {AS1) .50 FTE

Near Term Impacts:

Upon transfer, the PEME and PEMC, would facilitate program development to ensure a smooth
implementation on January 1, 2012. Because this program is relatively new, DCBS is still in the
early implementation stages of the program. The Board anticipates a minimum of six months to
develop and implement rules and procedures for registration, renewal, processing complaints,
and compliant audits. Included in the development costs are:

1) establishing professional contracted services for the development of a database to track
AMC registration, renewal and enforcement;

2) negotiating an agreement to obtain new furniture (workstations and chairs), new
computer hardware, software and setup, and office supplies for the two new positions;

3) coordinating office modifications to accommodate new staff; and

4) staff hours to: conduct stakeholder meetings; facilitate rules advisory committee
meetings; draft administrative rules; conduct permanent rule making hearing(s); create
forms for use in registration, renewal and filing complaints; develop procedures for
processing registrations, renewals and complaints; develop procedures for conducting
criminal background checks on “controlling persons”; develop procedures for conducting
audits; develop procedures for reviewing and investigating complaints; and interview,
hire and train new staff,

An outlay of considerable funds/expenditures is anticipated to facilitate these tasks. The Board
recently purchased new office furniture and new computer equipment that supports anticipated
costs for these items.

The Board currently has sufficient funds in reserve to cover initial expenditures; however,
access and use of any reserve funds must be authorized by the Board. It is anticipated that
within 60-90 days of program implementation, start-up expenditures may be recouped through
the transfer of AMC application and reglstratlon fees collected by DCBS through December 31,
2011.

As of January 1, 2012, AMC technical staff (CS2 (1.0 FTE) and AS1 (.50 FTE), would be added.
A learing curve and close oversight is assumed, therefore, the PEME and PEMC would remain
at .50 FTE during the first year after technical staff is hired. Initially, technical staff would be
respons:b!e for:

1) reviewing and processing of new AMC registration applications which requires verifying
compliance with Oregon law, administrative rules and the Federal Act;

2) conducting criminal background checks on “controlling persons”,




3) reviewing and processing AMC registration renewals;
4) reviewing and investigating complaints,

5) auditing AMC companies to verify compliance with Oregon statute and administrative
rules and the Federal Act.

Although the HB 2499 does not require the audit of each company every registration
cycle, the Board knows from experience that compliance audits are an integral part of
effective regulation. Therefore, the Board anticipates that audits will be scheduled on a
regular basis, beginning April 1, 2012, with a goal of conducting no less than two audits
per quarter. '

Based on information obtained from DCBS, less than 7% of the AMCs registered to date are
located in the State of Oregon which will require considerable resources. Initially, AMCs subject
to audit would be selected based on complaint history or other “red fiags.”

By January 1, 2013, it is anticipated that both the PEME and PEMC duties could be reduced to
.25 FTE as technical staff become proficient.

Long Term Impacts:
It is anticipated that the staffing levels as of June 30, 2013, will continue.

The most significant expenditures long term will be the audit process because of the location of
the.vast majority of the AMCs. The Board may consider incorporating some audit production
requirements into the renewai process to expedite the process. Currently, the Board utilizes an
audit process when an appraiser makes application; however, this process may not be suitable
for AMC audits.

As the Board discovers areas of noncompliance, there may unforeseen expenditures for
professional services for Department of Justice legal counsel and Administrative Hearings costs.
The Board cannot anticipate if revenue from assessed civil penalties will offset these costs.

There will also be ongoing costs for computer tech support and office services and supplies for
the additional positions.

The difference in income as compared to expenditures is greater than is typically the case due
to uncertainties in the forecasting of the number of AMC registrations and legal costs associated
with implementation of the legislation.

PROJECTED REVENUE 2011-2013

The Board has obtained preliminary figures from DCBS to establish a baseline for revenue
projections. According to DCBS information provided to date, DCBS has processed and registered
87 applicants and collected $285,500 in application and registration fees.

The number of anticipated AMC registrations is based on Oregon’s population. In researching
other states that have implemented an AMC regulatory program, the number of AMCs registered is
approximately one per 55,000 people. The application fee is based upon current ACLB
administrative rules for application fees.




Currently, both the AMC application and registration fee established by DCBS are set on a sliding
scale based upon the number of appraisals ordered. It seems reasonable to apply a sliding scale;
however, the Board will be required to review the current fee structure to determine whether
changes may be necessary to cover the projected costs of the program.

The anticipated number of new applicants is unknown. The Board is estimating approximately 100
companies currently do business in Oregon. Based on that estimate, there are potentially 13
additional companies to be registered. Expected additional revenues are difficult to project,
however, based on the current number of registrants and revenues collected, the average per
registrant is $3,282. Applying that average, the additional revenue would be $42,666. For purposes
of this Fiscal Impact Statement, the Board estimates that 2011-2013 revenues including funds
transferred from DCBS and any new application and registration fees, will be approximately
$328,000. : -

Based on the revenue shortfall, it seems reasonable to assume that the application and registration
fee structure must be modified to ensure that the cost of operation is maintained.

In addition to the projected reveriues noted above, there may be additional indeterminate revenues
in the form of assessed civil penalties. The amount revenue to be generated us unknown and will
be influenced by the number and types of violations identified during the course of complaint
investigations and audits. Again, the Board cannot estimate at this time the amount of civil
penalties that may be collected and if any civil penalties collected will offset costs for Department of
Justice legal counsel and Administrative Hearings.

PROJECTED REVENUE 2013-2015

Assuming that the number of registrants remains stéady through, 2015, the anticipated revenue
utilizing the existing DCS fee structure, will not vary significantly from the 2011-2013 projection of
$328,000.

The Board will be required to monitor the coéts of opefétion and make necessary modifications to
ensure that revenues meet expenditures.

As the program develops and compliance is fully implemented, the Board may see an increase in
the amount of civil penalties assessed and collected. This may have a positive affect on the
forecasted revenues; however, the Board cannot estimate at this time the amount of civil penalties
that may be collected and if any civil penalties collected will offset costs for Department of Justice
legal counsel and Administrative Hearings.

| Agency Name Appraiser Certification and Licensure Board

Preparer Name/Title | Robert A. Keith - Administrator

Preparer Phone # (503) 485-2555 ext. 10

Date March 30, 2011




188png pesodoid 1o} aseatouf winuue jod 901 poweueW - g3 4od ZLOZ I %

ST6°Z8L

epe'es
09
842'9%
6099
e
6L6°LL
Lev's

Z81'60L

020'Le
988'9L
0290y
958'0Z

IESA PUZ
602°512

§08°'s8
ag
YEL'YS
BZTLL
]
BE6°CL
8c6's

Y06'6Z1
#99'62
0651
0e8'se
ols'gy

1035 I5E

W 51

90.'ep

¥48'0T
Sk
£00'71
159°}
0
686'Z
LEVZ

2e8'Le

§5.°L
yez'v
S5L'0L
889°G

0 ws
095'vg

rov'ze
b
990'tL
L56°)

0
g6v'e
L6v'e

954'2e
0

0
9Lv'L
950"y
50.°6
84811

40 Wiy

Wiee

stz'ol sgz'al sez'ol

156'0
g
889'y
269

966
0Ld

vazZ's

S85'C
8L¥'L
g8e'e
968'L
aunp

81'8L

SEe'L
g
689t
ore

ol'L
oes

258'0L

TF'E
zge'l
gee'e
£6L'E

aunp

158'9

2
889"y
268

966
aLd

p8Z'6

G8G°'C
gLyl
gee's
988'tL

Kew

281'81

see’L
9
688’y
ere

oLt
0es

z58'01

rA4.ar4
FAsi
Gez'e
geL'e

Aep

40 nuup asealsu) o) pejediajue swnpad 2ouRINSUY

(satpisqns pue s3500 Ut asearsu] %01 & Bunedonue) 314 1040 G188 £LoZ sunp-uep
(seiprsqns pue s1S00 uf asesssul %0 & Bunedonue) 314 40d 50248 ZLOZ seg-usr
(wonewiopu) jeuonippe 10f Buppg ees) Builjiq LL0Z YaIey WOl SISO UMOUY LU0 pased 314 10d 085°Ls  LLOZ veg-Ainy tefojdwg reapepy distfiyeusy

2048y 9TZ'OL gtToL SoT'oL
1560 $98°02 1969 1969 196D
g Sk S g g
989'v  €90'vt 989'v §89'F 88O
FAs 89°L 2S5 28§ 289
0
o66 686C ©656 966 068
QLL LT 0L QL. 0L
yeZ'8 29842 ¥8Z'6 v8Z's vBY'S
609'Z  99LfL 98%'C 85T 98%'Z
Biv'L  PSTY  8LYE 8IVL  8LFL
ggc's  §9L°0F GBE'C SUC't o8t
968} ZeL't 968l 968’1 96§}
judy e  g9q  uwep
1O UL
I81°81L  09%'PS I81°8L L81°3L 13i'8L
See'L  y00'ZZ Geg'l gEel  gegl
@ i @ 9 ]
689t  990'FL 689'F 680'F 689
or9 286'V 9¥S  9F9  9pO
]
¥Sl'L £6¥°'c  vel'k FOL'L pBLL
0g8 Le¥c 088 OBE 068
258'01  985'2¢ TS8O 2980 Z58'CL
TIVE  SWL  TLVT TvE TivE
zee'. oS0y Zes'L 2eg')  Zsel
GeZ's 90L'6  §eT'e  GETE 98TE
€682°¢  BIL'LL £61'¢ £6.'c £6L'S
1dy Jely  geg  uer
0o pig
(14v¥q) seseesdu] v

ovs'ar

928'02
51
990'vL
8v9'L
0
v.6'2
Vzi'e

oeL'se

g8L's
ZZL'y
5510k
gag's

40 Wi
ZZl'es

$69°0T
i
88.LT1
626"t
0
ogp'e
%) 44

szi'ee

'L
8Z6't
S0.'6
6LEL

£2'91 vsliolL

£56°0

g
889
At

866
OLL

LAl

ge5'g
gLy'L
gee'e
o68't

29¢g

092711

806'9
g
£9Z'Y
ore

yoL's
oee

z58'01

vt
gse'l
gee's
£64'E

saq

g9£6'9
g
689y
8bs

€86
S04

8LT'6
S88'C

TSE'L
S8E'E

. 968'L

AON

Leg'LL

£68'9
9
£9T'y
e gc)

851'L
gze

882'04

YT
882}
gez'e
£6.'E

ADN

nO puz  sjemay sz

yol'gl
9869
g

BeY'y
ti4°]

686
502

8IZ'6

G85'7 .
ZGE'L
58¢'c
968'L
PO

(2:- 73

£68'0
2]
£8T'y
A=)

8811
528

88401

TLF'E
gec'L
GeT'e
€84’
0
renoy

£ov'ay

60802
51
890°v1
599°
0

296'2
'z

t59'L2

g5L'L
950'y
§51°01
8839's

40 Wis
9p'cs

voL'i2
il
r1z'elL
0zs't
0
eir'e
9y

Pog'ee

Sl¥'L
yos's
§02'6
61E°LL

yEL'oL

9£6'D
5
688'Y
8rg

696
504

812's

o1l
Z8E'L
gge'e
868'tL

dog

L3S LE

£68°9
9
€92y
(4%

861t
528

88’0l

Zir'E
882'|
gee'e
£6l'e

dag

ysi‘oL pSLgE
9£6'0  9%h'S
g *]
829'y  688'y
8rs 89S
686 686
G0L S04
giz's glZ's
G85'7  gBG'Z
ZSe'L  2eeL
'G8E'E - GBE'E
968l 9691
Bny  Anp
189°LL ZOL'8L
£68'0  618°L
9 g
£OZ'v  689'Y
Zre A 2]
2G1'L  gs8l't
gcg Gz8
88.°01 88.0)
TH'E er'e
98z'l. 882'L
gez'e geT'e
€6L'E £BL'E
gny  Ahp

A8 femoy [empoOy [emoy

-Aiefeg yyim suonoafoid Jyoueg Arejes 107

02 DNV

%E6'S

ejoL £402-2102

gogns
diiop ssaniom
« Jofopduiz jeoipely diopjeued

- JSY pliog HoebIgo UOIStSd

%EL 0L - uopnqLuod mshopdury Sud

%

$9°Z - UOKIO ] safojdui pepy/SS
1esoiqnss
314 ¢ (Bursusal) 18V

Ald sz (4eBevep a210) QT
14} Z dedg aocueypdwon

cmw> pUZ 3ALd §T°) JOIRNSIWIPY - HINTd

3ld §¢

€102 - Z10Z

[e10L Z10Z L1L0T

fejoqns
o SHRI0M

« d8A0pdwg reupo disHyeueg

%56°G -

jursy puog uoReblqo uosur ¢

%L 04 - vonngiguo) rafojdwis SyaS
%594 - HOILIOY sokopdurT pagy/ss

feyoiqng

214 | (Busuoar) LsY
3id 57" (abeuew s210) OWId
314 1 Zoadg asuedwon

{Jeak 35| T1d §) 10jeASIGIUPY - WA

AL48LT

ZLoT - L1LaT



gee'rL

%%6°¢ Juswssassy (20d)puog uongebiigo uoisusd siob

*UOHEIRUEID 10} OJU] LL0Z EETd pue Buiig disHIysuag ay) o} Jajel Isealy

(Pred-41e¢ Apretittig) selrep

160kt

rAY

159'sT

Sev'sl

980°6ET

vez'sod

Wdal tHize

£8¥'L

oz
1347
gee’t
b4

0
£68°ST

»89°09
0652
0FF'6L
22899

JI35TIELT

(-93@ ‘o171 ‘Ayraesiq ‘sy7) piepuels

0993 LPewixoidde s13) 3 ¢ 10} 1509 S},

lejo),
UCISIA
exuag
Ie2ipan
aajensiuUpY
1ing Ui PAIGAOD Je SJSOD SBIYL
Buppig 1107 Youep 10d (ebetoay) 314 fad swnwald aoueinsu}

Suoynquuey |eISA/PIIN  050F

uopesuUduIO,) SHBIOAL 1PZE

2459°2 - uoiod tehoidwil pepy/ss
SUONNQLANOD SHAJ 012

%89°L Jekojdwa PAWISS 122

Bld L (Buisuasry) gy
31d gz (ebeuel 22410} DWIAJ
A1d b 2 2eds aouepdwosn

(tead pug szraeek 3sE 314 ) JOJRNSILILPY - AWTd

sasfojduzg senfisy  JiLe

suonaefold jsueg g Arles LLOC-6002

(L4vyQ) seseatou) yi¢  -Aiejes yim suoposfold Jjouag Atejes €107 10Z ONY




sasuadxs pajedionueun 40 asusmoly

$10T

~p10Z Wl sfep gy (diny yoea soy shep punosb ¢ Buimoy|e) Aep Jad Gog D sy fen skep g
S10Z-S10Z W1 91 1 0553 D S1eMIL OL

§L0Z-¢10Z Vi sdin 91 / (2)-§-v BumuBeg tapeny Jod supny z ) dig dad gogs @ sdut o)

SLOZ-C102 10) SSEIIDUI %01 UNM 8PS $0108pNg LL0Z-800Z 910V 40 %9 U0 peseg
§LOZ-€1.0T 404 0SBSIOUL %0L UM 0ZL$ J0 128png L102-600Z OV 10 %@ uo pasey

§10Z-£ 10T 40§ ISLAIOUI %08 UIM 00L°GS 10 SuNjpusdxa g 1oy pajedionue jo 9,9 uo paseg
SL0L-SL0Z 40 35BRITUI %01 UM 00P'TS 40 Samjipuadxa glov payedidnue Jo %9 Uo paseg

. ) suopoelold Jeusg g Alejeg aag
SLOZ-CLOZ 405 3SBOIOU) %04 LWIM 1EE°08 JO saimipuadxa GOV paredionue Jo %9 uc paseg
§L0Z-C1L0Z 103 9SLAIOU) %01 YUM 0¥9'ZS JO 19BPNG £10Z-1L0Z 51DV 4O %0 Uo paseg

suonssloid pjauag ¢ Alejeg sag

suonoeiold Njouag ¢ AiejEg 898

sainypuatdxa ginv Ised yim jusisisuoy

suonosfosd Jiouag ¢ Auejeg sog

suoyjoafold Wsuag % Alejeg aeg

§10Z-£10Z 10} BSEOIIUL %0| UM 000°SS 0 19BPNA LL0Z-600Z 1DV JO %9 UG paseg

suapaalold Weuag @ Meeg sag

9888l 01521

08¢'8L 0S0'Z1

005°L 005°}

089’ 080°)

009's o0s'c

009's 000'9

905 4214

€ e

i L

L 90¢€

851 L

0s0'8L 08082

gLt 08¢

Vil 95

969912 956'292

96 96

Z60'gL 860°LE

o oy

rig'ze £86°ce

1] i

00Z 081

¥SL°002 955122
sucnaafosd suoisalod
§102-ci02 SLOT-LLOT

SLoZ-€L0e ¢€L0c-LLoT
¥ 161 suonoalold Joedw| [eosid DNV

[oABs] - 00LY {301

[RARLL 93215-J04N0 - L0 LY 18301
SNODUBOISIN §/O0 - ¥SLY
uoRepOdsUBIL PUNoID S0 - CSIY

uonepodsuesl IV Si0 - ZGLY
BuibpoT 3 stesiy $/0 -« 1E1LP
[BARI] 918)5-JO-INQ - L-QSLY¥

10ARL] SJEIS-UL - L-DOLY (B304
sa04 uopensiey sjeis-ui - gLy
SNOGUR]OISIN JOARL) 91815 - POLY
S|ONYIA SJBALd HEIS-Uj - £OLY
Huibpoq p sjeay )EIs-U) - LOLY
|8ARL] 31R1G-\ - L-00LY
[eARLL - 00LY
SUORNALIIUOY (BJUACPON SIS - 0501
S804 A0IAI0G JUBJUNOIDY - QLOF
s2a4 aviMag joihed - 000F

sasuadx3 jjoided - QOOE (8301
sjueuISEesEY WO SIONIOM - LFZS
soxe| asenpapIHRYeg [B1008 - LZZE
300¥ ASY fjundes |e1vog SuRd - SIS
SUORNGUIUOD SHId - 0128
saaiodwg Asesodisayl - pZig
W] 49 UDISSILIUOD PUS pJeog - ZLLE

seshojdig Jenfiay - pLLE
sasuadxy (josfey - 0008
asuadxg

L4vdd

siseg ysen
Nd 822} 1052



¥ o7

{6007 'L Ainr o S© 00918 0Jom $3500) aurysew Jad 00g‘L$ D ucyeyelsy] JaIndwon meN
uoness yiom Jod 005°cS 1S3 IMPH “osI/selepdn JeAJRG/SUCHEIS NIOA MO Z
uonexBisjul a31sgom pue 53500 dn j8s 95eg- 19409 0),

deyndwios sad 11§ 4O $150D LLOZ-600Z S0V UO Pases) - SauBLIEA

GEOZ-ELOT W 9SBRIUL %OL UNM 0b0°GS J0 325pNg LL0Z-600Z 10V 40 %0 uo paseq

SLOLZ-CLOT LI SSBAIZUI %0} YIIM 00098 J0 188png 1L0Z-600Z 81DV 10 %9 Lo pasey

sou) auoyd pue sauoyd mou o) 9IEWINST

£1507) JUSUNNIISY PajeLIsT

- poayedidiuy suon
pejedionuy auon

§ Ew.m_.c.m ) SSROIOU %01 UNM 0OZ|}S O snypusdxs g0V vmumn_._u_«:m J0 %9 uo paseg

S10Z-C10Z 40} 9SBAIOU %01 UM 00§'Z$ 40 SaInlipuadxe 510V pejediogue Jo %9 uo peseq

SLOZ-C10T Ul 9SE2IOUI %01 UMM 008'GS Jo Saimipuadxe g0V pajedionue Jo %8 Uo paseg

dinbz |jewig/Anadold ‘pusdXy seey 'ON AdobBajen sag

SL0Z-SLOT Ul 3S3I0U] %01 UHM 009$ 0 JaBPNg LLOZ-600T §10V IO %P uo peseg

SLOZ-EL0Z W 9SB0I0U] %0L UNM 00S° 1L Jo saumyipuadxs g11DY pajediogue jo 5,9 uc paseqg
SLOZ-E10Z UL 98BI %01 UM 0625 JO SaIMHpuadxs €10y pajediogue jo %9 uc pasey

S10Z-£102 410} asealdul

% 01 UM 83800 ) 3481 404 000°LS + 001'8S 42 19BPNd 1LLOZ-600C GOV O %9 uo pasey

0 009°¢

[+ 000'2

0 000°02

0 oge
8EL zoi'e

Zee 208
96¢€ 098'Z

a6g 1214

0 005°C

0 0002
Bl 2L

0 0

0 0

8L Zi

sol oSk
£8¢ are

£8e 8pe

or 8

651 069

17 i3

Pes POS'E

suopoeoid suoposfoid
§L02-¢L0Z £L0Z-L0Z

GLOZ-€L0Z ¢£10¢-1102
suonosioid joedul] (eosid JINY

SIAMRES d0 - L9EY
alempien 4q - £-05eh
QIEMYOS dJ - 0SSP
saliddng d4¢1 - b-05Ep
BuIssa014 BB - 055

HMAIDG YOBL/SUCIEIUNILLOISEL - 00EF |BIOL
ANAIDG JBLIOE - ZOEY

18 Alyiuopw-avoydalal - LOLY BI0L
1810 - (18 Ajpuow-oucydalal . Loty
awdinbyg suoydafay, . L-Loct
g Alyuop-auoudajal) - LOSY
S2IAIDE YOV /SUCEIIUNWODIIL - 00CY
BuiSIaARY JUBWLNIIDY - CGTP

suonesliqnd - 29Z¥ (RI0L
suopeaand eAgeisiba - ¢-ZsZp
{22 sany) suonesyqnd ISIW . Z-Z5TY
uoped|qnd Jens|SMeN - L-ZsTP

suonedgnd - 262k

suopdussqng g sanq - LIy

abelsod - 0LZY 18301
renbay - [-pLZh
ebeysod - o1ZY
{600°54-052$) aseysing juawdinby - gozZy
(0gz$ fopun) aseyding Juswdinby . sozZv
fejuay usedinby - 2ozy
SMALLS mu_to. 202
saiddng 8230 - 00ZY

14vda

s|sed YSBD
Wd 52321 LLIOE/E



¥ Jos

suonaiold Jjouag B Aejes 208
Sapyue 3Ny e doj 0pot AobBayes asn

§L0Z-£10Z ul asRaIouL %0| - pejuswaidw; g 0} SYYO

M2l jERUEISHNS O ISNEDIN MO} 80 DIROD ING “196PNS LLNZ-AN0Z A1DY UUM JUASISUDN
pojediattry sison sberolg oN

SL0Z-£10Z Ul 2sEBI0UL %061 YNM 000°0L$ 30 306pNg LLOZ-600Z S0V 4O %9 uo peseq

{pasinbai jasunos jeba] asow Bunedionuy)

§10Z-2107 W) 9SBAIDUI %0] UM 000068 J0 196png 1102-8002 B0V JO %01 Uo paseq
SLOZ-CLOT Wi 9SESIOUE %01 UM 051'014$ 30 Saanyipuadxs gDV 1emoe Jo %9 uo paseg

i

T pajedionuy suoN

S10Z-£102 Ul aseasoly %04 vl 395png 110Z-600T GOV YNM JUSISISUOD

payedidohuy suon

SL0Z-CL0Z Ui 8SERIDUI %01 YIM DO0'SLE J0 198pNg 110Z-6002 S0V JO %9 U0 paseg
pajedioniy suoN

§10Z-S10T U1 @82820U) 240) YuM 14 Jad KL 30 196pNY LL0Z-600Z 91DV IO %9 uo paseg

saofojdwe Z X 00L$ 1S3
sasfojdwa Z x asinoo Jad 9ogs 1S3

auyoew Jod 1614 j0 saimypuadxa giov pajedidgue uo paseq

S8P'zy 862°¢)

0 3]

05Z°LL LZZ'0L

099°L 005°L

0 4}

099 009

006°6 0006

069 129

8.10°¢ 961°2

0 [i}

0 4]

90t 26

[+ 0

066 006

] 0

088'L 008’

004 004

0oL 0ol

008 009

¢ ZeL'Le

"] 20¢
suoyssloid suopssfoid
5L0Z-€L0E £102-110Z

¢L0Z-€L0Z €LOZ-LL02
suooafold yoedw jensid HNY

sosuadxy Aupoed - 008t
Juslussessy g0d « L8
sabaeyn Louaberiy] - ggop

seBlel) a91AISG 140D E1R)S - 009V [el0L
soBreyn ¥V - aIelg jo Aseleldes . £OSY

afieiolg a3 1215 Jo Atejoloag - ZogY
sabieyn HYO - LOSY

sefileyg asjalag JA0D BIEIS - 009Y

5094 jebe fedauany Asuiony « 0SSy

502 HPNY 93BG JO "08g  OlEY

SIVINIDG |[BEUOISSIJ0Ld - 00SY 18I0
sypny ssusuadxs - 205P
MILADYN SOUEHHUIOD-JUBLBIICIUT « DS
994 eusodang . GOgt
oo1AI8G uonduasuel) - pOSY
§09.4 aoues|SsY sanersiba - cogy
Supnsuossouip Wadxa - Zosy
oddng yoat sandwion - Losy
SEDAIDG [BUOISSTIOIY « DOSY

uC@EQE&.&&Q 1euoissajold - Zorvb IB10L
S[ELBIBN/SIENUEN - 921
uonensibayonIng - 6ibp

jusidojaaag [euoiSsaold - ZO0PY

Buissanold Bleq - gSeb 2101
SHIWasIBY ASUBUBIUIY - LZCY

1AvHa

stseg ysen
Wd 92:ZL bifogis



¥ ioF

) ammw._oc_ %01 YHA 000‘es Jo mm._su_ﬁ:maxm potediopueLLOZ-6007 SOV IO awgw uo posegq

~£10Z Ul wmeo:. 9601 UM A 008 1§ Jo sainppuadys g1y pajedidiue Jo 99 uo paseg

§102-E10Z U1 9533U0U1 %01 UM 082°5$ JO Sanjipuadxe g0V PHIEdionuUE JO %0 UG paseg 6V
9LOZ-SL0T Ul 3SBAU0UN %01 UNM 0ZE°LS JO Seumipuedxe g0V pajedioljue 0 99 uo peseg /g
$L0Z-CHOZ UL 9SBRIDU) %01 YHM G224 J0 sasnipuadxe 8DV pelediopuR Jo %9 uo pased 6l

40 sesmipuadxe gOV paredidpUe JO %1 PUE UOREILIPOW 10 10} J$3 000'TS UO paseg

{LLs Leg) {os6'ZrY)
LIS LGS 996°ZbY
ssuoBojes ooads 0)pajesole ale SWdY 0 0
§4L02-£L02 825 osp
{ounBi} sures) 800L 998 0 . 0
SL0Z-€10Z 099 009
pajedionuy uoneooPy oN 0 0
5102 8&T 212
SaLIOSSIDIR PUB SUONEIS YIOM OM] 0 005°S
'03@ ‘sareyd ‘sijuld 0 008°tL
$60'S Im.....w.m
FA S
6L
L
SL0Z-CLOZ Ul OPE'LLS PUE CLOZ-LLOZ W1 9LSPLE 100 £or'a
suoipoeloid suopsalory
SL0Z-CL02 €L0Z-L10Z

SL0Z-¢L0Z  €102-1102
suonoalold 3oedw| [essid SNV

SWOoU] J9N

asusdxg je10L
‘SNOAURPISH - 0056
DNIVSIA - Jususels Jueydasiy - 0006

AnsiBay |esspad - 0008

safueys yueg - 0169

sasuodxy Buirop - 9879

afiieys souinsug AHIQRIYHSIY - 00Z9

SAUMIX1Y PUE SIMILNZ SO1HO - COLS
0005-06Z4 dinbz jewgidoly ‘puadxz - 666F

sasuadxz Ayoes . 08P 1830)
jeyoltuer - Aupoed . p-008y
funsag - foed . £-o08y
aauyy ¢ ebeubis - Aupoey - Z-008f
osee Annoed « L-008¥

14vdd

s1geg ysen
Wd 92T LSS



2011 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM

Agency Name: Department of Consumer & Business Services

Preparer Name/Title: _Carey Thompson, Budget Director

Preparer Phone #: 503 947-7381

Date Submitted: 3/28/11

Measure# HB 2499 Version: -12, 13

____Nofiscalimpact The absence of an expenditure or revenue (non-tax) impact.
____ Minimal Impact A fiscal impact that can be absorbed with existing agency resources.
_X _Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

Is the bill anticipated by the Governor's Recommended Budget as a Policy Option Package? If yes,
please identify the Policy Option Package name and number in your written analysis.
Yes No X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that
triggers evaluation under Section 15, Article X! of the Oregon Constitution?
Yes No X

AGENCY WRITTEN ANALYSIS:

The Oregon Legislature adopted HB 3624 during the 2010 supplemental session, requiring appraisal
management companies {AMC) to register with the Department of Consumer and Business Services
{DCBS) by January 1, 2011. As of March 1, 2011, there were 85 companies that have been issued a two-
year registration.

In addition to making some reguiatory amendments, HB 2499 transfers the responsibility for regulating
AMC’s from the DCBS to the Oregon Appraiser Certification and Licensure Board (ACLB).

When HB 3624 was adopted, DCBS received no additional posmon or expenditure authority to administer
the program. ,

DCBS borrowed funds from our CBS fund for start-up costs unti! funds were received through registrations.
We also utilized staff from other program areas and equipment to implement the program.

DCBS set up a tiered fee structure to provide for start-up costs and to fund the program through the first
two-year registration period. An application fes, a registration fee, and an audit fee were established
through administrative rule. The AMC must also pay the actual cost of the criminal background check(s) for
each subject individual. DCBS utilized existing equipment (computer, supplies, and a work station) to help
minimize costs to the program. Additicnally, DCBS has worked with ACLB on the implementation of the
AMC program and DCBS will continue to work with them to ensure a smooth transition.

Under HB 2499, DCBS would transfer all AMC program responsibility and records {o the ACLB. We
assume both our information technology staff and accounting staff would work with ACLB staff to ensure a
smooth transfer of all registration and accounting processes and records. Because DCBS used licensed
software to maintain the registration data, if the ACLB does not have the same software, they may need to
integrate the AMC registration data into their existing licensing system.
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We estimate a total of 120 hours of DCBS staff time needed to work with ACLB staff to accomplish
transition of the AMC program. While we would accomplish this work with existing staff, we would charge
the AMC program account for the amount of staff time required. Assuming an average hourly rate of $30
for staff time, we anticipate a cost of $3,600.

Additionally, DCBS would have to modify our website indicating the transfer of the program and conduct
rulemaking to repeal all AMC administrative rules. We estimate this to take approximately 40 hours of staff
time. Again, assuming an hourly rate of $30 for staff time, we anticipate a cost of $1,200.

We also assume there may be a need fo enter into an interagency agreement with ACLB in the event they
are not ready to assume all tasks in September. We would negotiate the agreement at that time to allow
DCBS to be compensated for any further assistance provided to ACLB until they could fully assume the
administration of the AMC program.

HB 2499 becomes operative September 1, 2011, but the bill allows DCBS and the ACLB to take actions
necessary before that date. DCBS would transfer the ending fund balance tc ACLB. Taking into account
the costs to regulate the program until the time of transfer and provide staff time required to transition the
AMC program, current projections estimate the ending fund balance for the program at approximately
$160,000 as of September 1, 2011. The final balance may change as estimated expenditures and revenue
projections may change.

As previously noted,' DCBS received no additional limitation or position authority for the AMC program. As
such, we do not expect to transfer any positions to ACLB.

The -12 amendments to HB 2499 allow an AMC to do business in Oregon without registration if the AMC
is a subsidiary of a bank or credit union, and aliows ACLB to set AMC fraining standards in administrative
rule.

The amendments require an AMC to get confirmation from the appraiser that he or she is competent to
take a particular job and prohibits an AMC from requiring an appraiser from accepting an appraisal
assignment if the appraiser tells the company that the turnaround time is too short to meet legal and
professional cbligations.

Additionally, the amendments allow an AMC to request an appraiser to make corrections or consider
comparable properties, as long as the consumer asks the financial institution, and the institution approves
the request.

Additionally, the -12 amendments change the program transfer date to January 1, 2012. Current
projections estimate the ending fund balance for the program at approximately $130,000 as of December
1, 2011. The final balance may change as estimated expenditures and revenue projections may change.

HB 2499-12 resuits in no change to fiscal impact to DCBS.

The -13 amendments clarify that appraisers may consider the “price” of comparable properties when
preparing an appraisal in lieu of the “value” of such properties.

Additionally, the -13 amendments change the biennium from which the ending fund balance is transferred.
The ending fund balance shall be transferred in the biennium ending June 30, 2013 instead of the current
biennium, ending Jun 30, 2011.

Based on the above assumptions, HB 2499-13 resuits in no change to the fiscal impact to DCBS
2




Effect on Expentiiture (by Fund and Category):

General Fund Lottery Funds Other Funds Eederal Funds
2011-13 Biennium -
Personal Services $ - $ - 3 4,800 $ -
Services and Supplies  § - $ - $ - $ -
Special Payments $ - $ - § - $ -
Capital Outlay 3 - ] - $ - $ -
Capital Gonstruction $ - 3 - ] - b -
Total $ - $ - 4,800 $ -

General Fund Lottery Funds Other Funds Federal Funds

2013-15 Biennium

Personal Services $ - $ - $ . $ -
Services and Supplies  § - 3 - § - $ -
Special Payments $ - $ - $ - $ -
Capital Outlay $ - § - § - $ -
Capital Construction $ - $ - 1 - $ -
Total § - $ - E - $ -

Effect on Revenues (by Fund):

Genetal Fund Lottery Funts Other Funtls Federal Funtis
2011-13 Biennfum $ - $ - $ (130,000) $ -
2013-15 Biennium $ - 3 - $ -

Effect on Position(s} ! FTE{s):

201413 201113 201315 2013-15
Posiflon Count FTE Position Count FTE

Please complete detail Personal Services information using "PS Calculation” tab.

Written Analysis:

The revenue impact resuits from transferring the estimated fund balance of the Appraisal Management Program account at the
time of the transfer. Currently estimated at $150,000 as of 8/1/11.

Is the bill anticipated by the Governor's Recommended Budget as a __Yes No
Policy Option Package? If yes, please identify the Policy Option Package name and number ir your wrltten analyms

|

Does the proposal have a fiscal or revenue mandate effect on cities, Yes __No
counties, or special districts that friggers evaluation under section 15 Arlicle X! of the Cregon Constitution?

!

AGENCY NAME Measure Number-Version




FISCAL IMPACT OF PROPOSED LEGISLATION Measure: HB 2499 - A
Seventy-Sixth Oregon Legislative Assembly — 2011 Regular Session
Legislative Fiscal Office

Prepared by:.  Kim To
Reviewed by: Steve Bender, John Terpening
Date: 411412011

Measure Description:
Transfers duties, functions and powers of Department of Consumer and Business Services relating to
appraisal management companies to Appraiser Certification and Licensure Board.

Government Unit(s) Affected:
Department of Consumer and Business Services, Appraiser Certification and Licensure Board

Summary of Fiscal Impact:
See Analysis

Local Government Mandate:
This bill does not affect local governments’ service levels or shared revenues sufficient to trigger Section
15, Article Xl of the Oregon Constitution.

Analysis:

House Bill 2499 transfers the registration of appraisal management companles (AMC) from the
Department of Consumer and Business Services (DCBS) to the Appraiser Certification and Licensure
Board (ACLB). The bill specifies that only DCBS records and property relating to appraisal management
companies (AMC), not employees, will be transferred to the Appraiser Certification and Licensure Board.
The bill also includes regulatory modifications to the AMC program. HB 2499 becomes operative
January 1, 2012, but the bill allows DCBS and the ACLB to take actions necessary before that date.

The bili contams an emergency clause and is effective on passage.

This bill will align state regulations with federal requirements. The Dodd-Frank Wall Street Reform and
Consumer Protect Act became law on July 21, 2010. This Act specifies minimum requirements for
regulating AMCs, and mandates AMCs to be subject to registration and supervision by state appraiser
certifying and licensing agencies.

If this bill passes, the unexpended balances of amounts authorized to be expended by DCBS for the
administration of appraisal management companies for the biennium ending June 30, 2013 are to be
transferred to ACLB. DCBS estimates the fund balance for the AMC program at approximately
$160,000 as of September 1, 2011, when the program would be transferred to the ACLB. Note that
balance transfer expenditure and revenue amounis are based on March 2011 projections. These
numbers will vary slightly depending on exact date of transfer, and actual expenditures and fees
coilected.

Department of Consumer and Business Services (DCBS)

During the 2010 supplemental session, the Legislative Assembly adopted HB 3624 requiring appraisal
management companies (AMC) to register with DCBS by January 1, 2011. When HB 3624 (2010) was
adopted, DCBS received no additional expenditure limitation or position authority to administer the
program. DCBS used existing staff and resources to implement the program. Because of this fact, no
expenditure limitation or position authority will need to be phased out of the DCBS budget.

DCBS set up a tiered fee structure to provide for start-up costs, and to fund the program through the first
two-year registration period. An application fee, a registration fee and an audit fee were established
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through administrative rule. AMCs paid the actual cost of the criminal background checks. DCBS
worked with ACLB on the implementation of the AMC program, and DCBS information technology and
accounting staff will work with ACLB staff to ensure a smooth transfer of all registration and accounting
processes and records. DCBS will conduct rulemaking to repeal all AMC administrative rules, and
modify the agency’s website to notify AMCs of the transfer of the program. Although DCBS will use
existing staff and resources to work with ACLB to conduct these transition activities, DCBS anticipates
charging the AMC program account for the amount of staff time and resources required. DCBS
estimates this transition cost to be approximately $4,800. The estimated $160,000 ending balance
transfer amount previously quoted includes this cost.

Appraiser Certification and Licensure Board (ACLB)

initialty, ACLB anticipates using existing staff during the first phase of the transition process, then
establishing two new positions (1.50 FTE) to support the administration of the AMC program. ACLB
anticipates establishing a Compliance Specialist 2 position (1.00 FTE) and an Administrative Specialist 1
position (0.50 FTE) to develop and implement rules and procedures for registering and renewing AMCs, -
processing complaints, and conducting compliant audits. In addition to Personal Services, and related
Services and Supplies costs, other expenditures include the development of a database to track AMC
registration, renewal and enforcement. ACLB estimates total AMC program cost to be $442,966 Other
Funds for the 2011-13 biennium and $391,511 Other Funds for the 2013-15 biennium. The Board
currently has sufficient funds in reserve to cover initial expenditures.

ACLB projects revenue to be approximately $328,000 per biennium. This revenue projection is based
on the current DCBS fee structure. ACLB anticipaies reviewing the current fee structure to determine
whether changes may be necessary to cover the projected costs of the program.

As the program develops and compliance is fully implemented, ACLB may also realize revenue from civil
penalties assessed and collected. At this time, revenue from civil penalties, as well as the cost of
Department of Justice legal counsel and administrative hearings cannot be predicted.

Note that the Appraiser Certification and Licensure Board is a semi-independent state agency subject to

ORS 182.456 to 182.472. The agency's budget is not subject to Executive Branch review, or approval
or modification by the Legislative Assembly.

Page 2 of 2 HB 2499 - A
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76th OREGON LEGISLATIVE ASSEMBLY--2012 Regular Session

Senate Bill 1577

Sponsored by Senators ROSENBAUM, BATES; Senators BEYER, BURDICK, COURTNEY, DINGFELDER, HASS,
MONROE, SHIELDS, VERGER (Presession filed.)

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to congideration by the Legislative Assembly. It is an editor's brief statement of the essential features of the
measure as introduced.

Requires state agencies to participate in Oregon Preseription Drug Program subject to ex-
ceptions. Authorizes administrator of Oregon Prescription Drug Program fo contract with pharmacy
benefit manager. Requires administrator to contract with entity to negotiate with drug manufactur-
ers to extend rebates to participants in program. Directs Oregon Health Authority to apply for
federal approval necessary to obtain federal financial participation in costs of drugs purchased
through program.

Declares emergency, effective on passage.

A BILL FOR AN ACT
Relating to prescription drugs; creating new provisions; amending ORS 414.312; and declaring an
emergency.
Be It Enacied by the People of the State of Oregon:

SECTION 1. ORS 414.312 is amended to read:

414.312. (1) As used in ORS 414.312 to 414.318:

{a) “Pharmacy benefit manager” means an entitjy that negotiates and executes contracts with
pharmacies, manages preferred drug lists, negotiates rebates with prescription drug manufacturers
and serves as an intermediary between the Oregon- Prescription Drug Program, prescriptidn drug
manufacturers and pharmacies.

(b) “Prescription drug claims processor” means an entity that processes and pays prescription
drug claims, adjudicates pharmacy claims, transmits prescription drug prices and claims data be-
tween pharmacies and the Oregon Prescription Drug Program and processes related payments to
pharmacies.

{c) “Program price” means the reimbursement rates and prescription drug prices established by
the administrator of the Oregon Prescription Drug Program.

(2) The Oregon Prescription Drug Program is established in the Oregon Health Authority. The
purpose of the program is to:

{a} Purchase prescription drugs, replenish prescription drugs dispensed or reimburse pharmacies
for prescription drugs in order to receive discounted prices and rebates;

(b) Make prescription drugs available at the lowest possible cost to participants in the program
as a means to promote health;

() Maintain a list of prescription drugs recoinmended as the most effective prescription drugs
available at the best possible prices; and

(d} Promote health through the purchase and provision of discount prescription drugs and co-
ordination of comprehensive prescription benefit services for eligible entities and members.

{3} The Director of the Ovregon Health Authority shall appoint an administrator of the Oregon

Prescription Drug Program. The administrator may:

NOTE: Mattier in boldfaced fype in an smended section is new; matter [ifalic and bmckéted] is existing law to be omitted.
New sections are in boldfaced type. :
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(a) Negotiate price discounts and rebates on prescription drugs with prescription drug man-
ufacturers or group purchasing organizations;

(b} Purchase prescription drugs on behalf of individuals and entities that participate in the
program, '

(¢) Contract with a prescription drug claims processor to adjudicate pharmacy claims and
transmit program prices to pharmacies;

(d} Determine program prices and reimburse or replenish pharmacies for prescription drugs
dispensed or transferred;

(e) Adopt and implement a preferred drug list for the program;

(f) Develop a system for allocating and distributing the operational costs of the program and any
rebates obtained to participants [of] in the program; and

(g) Cooperate with other states or regional consortia in the bulk purchase of prescription drugs.

(4) The following individuals or entities may participate in the program:

(a) [Public Employees’ Benefit Board, Oregon Educators Benefit Board and] Public Employees
Retirement System;

(b} Local governments as defined in ORS 174.116 and special government bodies as defined in
ORS 174.117 that directly or indirectly purchase prescription drugs;

{¢) Oregon Health and Science University established under ORS 353.020;

[(d) State agencies that directly or indirectly purchase prescription drugs, including ogencies that
dispense prescription drugs directly to persons in state-operated facilities;]

[(e)] (d) Residents of this state who lack or are underinsured for prescription drug coverage;

[(P1 (e) Private entities; and 7

[(g)] (B Labor organizations. 7

(5) The state agency that receives federal Medicaid funds and is responsible for implementing
the state’s medical assistance program may not parficipate in the program.

(6)(a) Except as provided in subsection (5) of this section, state agencies that directly or
indirectly purchase prescription drugs, including agencies that dispense prescription drugs
directly to persons in state-operated facilities, shall participate in the program.

(b) A state agency is exempt from the requirements of this subsection only if the agency
can demonsirate to the administrator that the availability of federal programs or the
agency’s other purchasing arrangements will result in greater discounts and aggregate cost
savings than would be realized through participation in the program,

(c) A state agency that contracts with a health maintenance organization, as defined in
ORS 750.005, to provide coverage that includes prescription drugs may not require the or-
ganization to participate in the program.

[(6)] (7) The administrator may establish different program prices for pharmacies in rural areas
to maintain statewide access to the program,

[(7)] (8) The administrator may establish the terms and conditions for a pharmacy to enroll in
the program. A licensed pharmacy that is willing to accept the terms and conditions established by
the administrator may apply to enroll in the program.

[(8)] (D [Except as provided in subsection (9) of this section,] The administrator may not:

[{a) Contract with o pharmacy benefit manager;]

[(5)] (a) Establish a state-managed wholesale or retail drug distribution or dispensing system;
or

[(c)] (b) Require pharmacies to maintain or allocate separate inventories for prescription drugs

[2]
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dispensed through the program.

[(9)] {10) The administrator shall contract with one or more entities to perform any of the
functions of the program, including but not limited to:

(a) Contracting with a pharmacy benefit manager and directly or indirectly with such pharmacy
networks as the administrator considers necessary to maintain statewide access to the program.

(b) Negotiating with prescription drug manufacturers on behalf of the administrator on the ex-
tension of drug manufacturer rebates to all participants in the program that purchase pre-
seription drugs directly or indirectly for medical assistance recipients. _

[(Z)] (11) Notwithstanding subsection [(4)(e)] (4)(d) of this section, individuals who are eligible
for Medicare Part D prescription drug coverage may participate in the program. '

[(11)] {12) The program may contract with vendors as necessary to utilize discount purchasing
programs, including but not limited to group purchasing organizations established to meet the cri-
teria of the Nonprofit Institutions Act, 15 U.5.C. 13¢, or that are exempt under the Robinson-Patman
Act, 15 US.C. 13.

SECTION 2. (1) The Oregon Health Authority shall apply to the Centers for Medicare and
Medicaid Services for any approval necessary to obtain federal financial participation in the
costs of drugs purchased directly or indirectly through the Oregon Prescription Drug Pro-
gram,

(2) The amendments to ORS 414.312 by section 1 of this 2012 Act become operative upon
receipt by the authority of federal approval under subsection (1) of this section or, if no
federal approval is required, on January 1, 2013.

(3) The authority shall notify the Legislative Counsel upon receipt of federal approval or
denial of federal approval under subsection (1) of this section or, if the authority determines
that no federal approval is required, at the time the authority makes that determination.

(4) The administrator of the Oregon Prescription Drug Program and any state agency
that will participate in the program may take any actions before the operative date specified
in subsection (2) of this section that are necessary to implement the amendments to ORS
414.312 by section 1 of this 2012 Aet on the operative date specified in subsection (2) of this
section.

SECTION 3. This 2012 Act being necessary for the immediate preservation of the public
peace, healih and safety, an emergency is declared to exist, and this 2012 Act takes effect
on its passage. .

[31
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PROPOSED AMENDMENTS TO
SENATE BILL 1577

On page 1 of the printed bill, line 2, delete “declaring an” and delete line
3 and insert “prescribing an effective date.”.

On page 3, delete lines 30 through 32 and insert:

“SECTION 3. This 2012 Act takes effect on July 1, 2012.”,




AGENCY NAME Oregon Health Authority Measure Number-Version SB 1577-1

Effect on Expendifurs {by Fund and Category):

General Fund Lottery Funds Other Funds Federal Funds
201113 Eiennium

Personal Services $ - $ - $ - $ -
Services and Supplies $ - 3 - $ - 3 -
Speoial Payments $ - $ - $ - 3 -
Capital Outlay $ - $ - $ - $ -
Capital Construclion 3 - $ - $ - 3 -
Total $ - $ - $ - $ -

Generat Fund Lottery Funds Other Funds Federal Funds

2013-15 Biennium
Personal Services $ - $ - $ - ] -
Setvices and Supplies $ - % - 8 - 3 -
Special Payments 5 - $ - 5 - 3 -
Capital Outiay $ - $ - 3 - 3 -
Capital Construction 3 - $ - 3 - $ -
Total § - $ - $ - $ -
Effect on Revenues (by Fund):
General Fund Lottery Funds Other Funds Federal Funds
201113 Blannlum § - $ - $ - $ -
201315 Blennium 3 - $ - H - $ -
Effect on Position(s} | FTE{s):
201113 2011-13 201315 2013-18

Position Count FTE Position Count FTE

Written Analysis:

SB 1577-1: Sectloni. (5) {page 2 replaces Jines 24-25) with "The Oregon Health Authority may not particlpate in the program to
purchase prescription drugs directly or indirectly for recipients of medical assistance.”" This prohibits Medical Asslstance Programs
{MAP} from participating in the Qregon Prescription Drug Program, There is np change to the flscal Impact based on this amendment.

$B 1577 Introduced: A simtlar bill was previously Introduced in 2011 - SB 962

5B 1577 amends ORS 414,312 by requiting that state agencles that purchasé drugs participate in the Cregon Prescription Drug Program
{OPDP}. The state agency that recelves federal Medicald funds for the states medical assistance program may not participate in the
program. :

SB 1577 requlres that state agencies that divectly or indirectly purchase prescyiption drugs, including agencies that dispense drugs
directly to persons in state-operated faciities, participate in the Oregon Prescription Drug Program {OPB?). The bill states that an
agency can only be exempt from this participation reguirement if the agency can demonstrate that the avallability of federal programs
or the agency's other purchasing arrangements will resuit in greater discounts and aggregate cost savings than would be realized
through participation in OPDP. A state agency that contracts with an HMO to provide coverage that includes prescription drugs may
not require the HMO to participate in OPDP




OPDP: Section (B6){b) requires state agencies to participate in the OPDP unless they can demonstrate greater discounts and aggregate
cast savings from other sources. Since no agency wil join the OPDP unless net savings are determined, then the impact of this bil
would be to reduce costs for state agencles that move to the OPDP.

There is no Federal participation in this program.

OPDE is currently involved with multiple agency cost benefit analyses to determine whether agencies should join the OPDP. Thereis
no additional financial impact to OPDP based on this bill.

PEBB: Fiscal impact is indeterminate, Fusther analysis Is required to determine If OPDP woulc_i represent an opportunity for savings
when compared to PEBB's current arrangement for providing prescription drug benefits. A detailed analysls comparing OPDP to PEBB's
current program will be undertaken if this hill Is passed,

OEBB: SB 1577 has no programmatic or financial impact on OEBB. OEBB currently participates in the Oregon Prescription Drug Program
{QPDP) through ODS Companles ta provide prescription drugs for seven of the medical plans offered to members., which cover nearly
78 percent of CEBB’s members. The remalning medical plans are administered by Providence Health Plans and Kalser Permanente
Northwest. Providence purchases prescription drugs for the medical plans they adminlster through separate purchasing arrangements
because they are able to obtain greater discounts and cost savings. Kaiser Permanente Northwest is a Health Maintenance Organlzation
and is not required to participate in OPDP.

2011-13 Number of Months of Impast: ___x___ 16 mos, 6 mos. Other (st number & justification)

Interim Joint Committes un Ways and Means; The budgetary impact of this kill was reviewed and approved by the Inferim Joint Committee on
Ways and Means to be recommended to be included in the omnibus budget bill.
Yes If yes, what date(s) and Item Number{s)? No,

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special
districts that triggers evaluation under section 15, Asticle X! of the Oregon Constitution? __Yes X No

Doses the legislative proposal have a fiscal or revenue impact on a program or business area already listed on the November 2011 10.5%
Reduction Option list that went forward to the legisiature?
_x No ___Yes, Describe in Writien Analysis above




2012 Legislative Session
Agency Fiscal Impact Statement (FIS) Form

AGENCY NAME DEPARTMENT OF CORRECTIONS Measure Number-Version SB 16577-1

Effect on Expenditure (by Fund and Category):

Goneral Fund Lottery Funds Other Funds Federal Funds HL Other Funds NL Federal Funds
201113 Biennlum - -
Personal Services § - $ - 3 - $ - $ - $ -
Services and Supplies  § - 3 - 3 - $ - 3 . $ N
Special Payments § - $ - 3 - $ - $ . § -
Capital Outlay 3 - 3 - $ - $ - $ - § -
Capital Construction $ - 3 - $ - $ . 3 - $ -
Deit Sexvice 3 - 3 - 3 - $ - $ - § -
Total _§ - $ - $ - $ - $ - $ -
Generai Fund Lottery Funds Other Funts Federal Funds NL Other Funds NL Federal Funds

2013-18 Biennium
Personal Services $ - 3 - 3 - $ - 3 - $ -
Services and Supplies 5 - $ - $ - $ - s - % -
Special Payments $ - $ - 3 - $ - $ B $ -
CapHal Qutlay $ - $ - $ - $ - $ - $ -
Capital Construction $ - $ - $ - 3 - 3 - $ -
Debt Service ) - ] - $ - 3 - $ - § -
Total § - $ - $ - $ - $ - $ -

Etfact on Revenues {by Fund):

General Fund Lottery Funds Othsar Funds Federal Funds MNL Other Funds NL Federal Funds
2011-13 Bienalum 3 - $ - § - $ - $ - $ -
2013-15 Biennium 5 - 3 - 3 - - 8 - $ - $ -

Ettect on Poslition(s) / FTE(s):

_ 201113 201113 201345 201315
Position Count FTE Position Count FTE

Please compiete detail Personal Services information using "PS Calculation” tab.
Does the proposed legisiation impact & program that is part of the November 2011 required reduchon option list? Yes X No
If yas, pleass describe this Impact In the Whtlen Analysis section.

The butigetary Impact of this bill was reviewed and appreved by the Interim Joint Committes on Ways and Means Yes _? Ne
to be recommended to be ncluded in the amnibus budget bill.

15 the bill anticipated by the Govemer's Recommended Budget as a Policy Oplion Package? Yes X No
If yes, please identify the Policy Option Package name and numbsr in your written analysis.

Does the proposai have a fiscal or revenue mandate effect on cities, counties, or special districts that tiggers X Yes __Neo
evaluation under section 15, Articte X! of the Oregon Constitition?

SB 1577-1 requires state agencles to participate in the Dregon Prescriptlon Drug Program {OPDP) subject to exceptions.

To purchase the medications reguired to meet inmate patient needs, the Department of Corrections (DOC) is a participant In the Minnesota Multistate Contracting Alliance for
Pharmacy (MMCAP). MMCAP Is a free voluntary group purchasing organization of governmental heaithcare defivery entities coordinated by the State of Minnesota. The goal of
MMCAP is to provide member organizations {including 46 states and the citles of Los Angefes and Chicago) the combined purchasing power to receive the best prices available for
pharmaceuticals, hospital supplies, and related products. MMCAP discounts are based on the total purchases of all of a particular state’s participants, Within the State of Oregon, DOC
and several Oregon county and municlpal governments participate.

As directed by the 2011 Legislatyre, DOC is currently engaged in a 90 day week by week comparison of drug costs between OPDP's Group Purchasing Organlzation {GPO), Premier, and
MMCAP, The comparison should be completed by the end of April 2012, with subsequent analysis to occur immediately following.

The purpose of the comparison is to ensure that DOC is getting the best pricing for drug purchases regardless of which GPO DOC utilizes. If DOC was to join ODPD, It should not
experience an increased rate of expenditures for drugs, other than any cost associated with new treatment therapies and general Infiation of prescription drugs. For these reasons,
DOC does not helieve the passage of this bijl will require any additional rescurces for DOC, However, it may lead to additional General Fund savings but this cannot be determined until
the current price comparison has been completed and analyzed. Therefore DOC has labeled this bill to be an Indeterminate Fiscal. Keeping drug costs as low as possible is in the best
interest of DOC,

Withdrawal of DOC participation in MMCAP would significantly reduce the "Oregon Purchase” and would negatlvely impact the pricing available to the remaining Oregon members of
MMCAP,

fage Lofl




2012 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM
(See instructions for completing form)

Please complete this form, and return one copy each to the Legislative Fiscal Office (LFO) and the Budget
and Management Division (BAM).

Agency Name: _Oregon Youth Authority

Preparer John Paul Jones
Name/Title:

Preparer Phone #: 503.373.7423

Date Submitted: 1/31/2012

Measure #: SB 1577 Version:

____ Nofiscal impact The absence of an expenditure or revenue (non-tax) impact.
____ Minimal Impact A fiscal impact that can be absorbed with existing agency resources.
X Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

Does the proposed legislation impact a program that is part of the November 2011 required
reduction option list? Ifyes, please describe this impact in the Written Analysis section of the form.
Yes No X

The budgetary impact of this bill was reviewed and approved by the Interim Joint Committee on
Ways and Means to be recommended to be included in the omnibus budget bill.
Yes No X

Is the bill anticipated by the Governor’s Recommended Budget as a Policy Option Package? If yes,
please identify the Policy Option Package name and number in your written analysis.
Yes No X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that
triggers evaluation under Section 15, Article X1 of the Oregon Constitution?
Yes X No

AGENCY WRITTEN ANALYSIS:

Provide a high-level summary of the general requirements of the bill and what your agency will need
to do to comply with the requirements. Identify any ambiguity or other issues related to the
measure’s language. ldentify measure’s effective date, and if applicable, operative dates. Summarize
the methodology used to make fiscal calculations/determination. See instructions for other
considerations.

Bill requires state agencies to participate in the Oregon Prescription Drug Program (OPDP]} subject
to exceptions.




OYA currently has a contract with a private vendor to provide medications services. We are
moving to the DOC MMCAP (a coalition of roughly 46 states and local governments combining
purchasing power) drug program which we believe will save the agency an undetermined amount
of money.

To determine the cost or potential cost savings we will need specific medication cost from OPDP.
We understand that DOC is conducting study to compare drug costs between OPDP and MMCAP
which should be completed in the spring of 2012. Once that study is completed OYA will be able to
determine the fiscal impact to the agency.

AGENCY QUANTITATIVE ANALYSIS

Provide a detail description of the proposed legislation’s effect on expenditures, revenues, and full
time equivalent (FTE) positions. The table below is an embedded Excel worksheet. To fill out the
form, place your mouse on the table; right click; select Worksheet Object and Open. Ifyour analysis is
number intensive, you may want to use just the Excel version of this template.

Etfect on Expenditure {by Fund and Categoryj:

Goneral Fund Lottory Funds Qther Funda Federat Funtls HL Qfhec Funts L. Eederai Funds
2011-13 Blennlam - -
Parzonal Sarvices $ 3 $ $ $ ]
Services and Suppliss 3 $ § $ $ $
Special Payments 3 $ $ $ 13 3
Capital Outlay $ F $ 3 3 E]
Capital Construction $ $ H] $ 3 5
Debt Servica $ g 5 $ $ 5
Totai _§ $ ] 5 $ ]
General Fund Lottery Funds Other Funds Eadoeal Futids NL Other Funds ade) |
Personal Services ] ] | $ $ §
Senvices and Supplies 3 ] $ $ |3 3
Spsclal Payments s 5 $ % $ §
Capital Outlay $ $ § $ § 5
Capital Construction $ $ $ $ & §
Debt Service g s S $ $ $
Total § [] S $ 3 3
Effect on Revenues (by Fund):
Goneral Fynd kottory Funds Ofher Funds
2041-13 Blennlum 8 - 5 - $
2043-15 Blennlum $ - § - ]

Effuct on Posltton(s) ; FTE{s):

201143 201113 201318 201315
Posltien Count FIE Position Count FIE




FISCAL IMPACT OF PROPOSED LEGISLATION Measure: SB 1577 -2
Seventy-Sixth Oregon Legislative Assembly — 2012 Regular Session
Legislative Fiscal Office

Prepared by: Kim To
Reviewed by: Linda Ames, Doug Wilson, Laurie Byerly
Date: 2/6/2012

Measure Description:
Requires state agencies to participate in Oregon Prescnptlon Drug Program subject to exceptions.

Government Unit(s) Affected:
Oregon Health Authority (OHA), Department of Correctlons (DOC), Oregon Youth Authority (OYA)
counties, cities

Summary of Fiscal Impact:
See Analysis

Local Government Mandate: '
This bill does not affect local governments' service levels or shared revenues sufficient to trigger Section
15, Article XI of the Oregon Constitution.

Analysis:

Senate Bill 1577 with the — 2 Amendment requires state agencies to participate in the Oregon
Prescription Drug Program (OPDP) subject to certain exceptions. The bill authorizes the administrator
of OPDP to negotiate with prescription drug manufacturers on the extension of drug manufacturer
rebates to all participants in the program that purchase prescription drugs directly or indirectly for
medical assistance recipients. The measure directs the Oregon Health Authority (OHA) to apply to the
Centers for Medicare and Medicaid Services for any approval necessary to obtain federal financial
participation in the costs of drug purchased through OPDP. The bill is operative upon receipt by OHA
of federal approval. If no federal approval is required, the bill is operative on January 1, 2013. OHA and
any state agency that will participate in the program may take action before the specified operative
dates. The — 2 Amendment removes the emergency clause, and establishes July 1, 2012 as the
effective date. The —2 Amendment does not change the original indeterminate fiscal.

The bill requires state agencies that directly or indirectly purchase prescription drugs, including agencies
that dispense prescription drugs directly to persons in state-operated facilities, to participate in OPDP.
State agencies exempted from this requirement include:

1. Agencies that can demonstrate to the administrator that the availability of federal programs or the
agency’s other purchasing arrangements will result in greater discounts and aggregate cost
savings than would be realized through OPDP. . _

2. Agencies that contract with a health maintenance organization to provide coverage that includes
prescription drugs.

The bill stipulates that state agenciés that receives federal Medicaid funds, and are responsible for
implementing that state's medical assistance program, may not participate in the program.

At this time, the full fiscal impact of this bill is indeterminate depending on the purchasing power and
competitiveness of OPDP.

Oregon Health Authority (QHA)
Passage of SB 1577 with the — 2 Amendment is anticipated to have no fiscal impact on the Oregon
Educators Benefit Board (OEBB). OHA reports that OEBB currently participates in OPDP through ODS

Page 1 of 2 _ SB 1577 -2




companies to provide prescription drugs for seven of the medical plans offered to members. The
remaining medical plans are administered by Providence Health Plans and Kaiser Permanente
Northwest. Providence purchases prescription drugs for the medical plans they administer through
separate purchasing arrangements because they are able to obtain greater discounts and cost savings.
Kaiser Permanente Northwest is a Health Mamtenance Organization and is not required to participate in
OPDP.

The fiscal impact of SB 1577 with the — 2 Amendment on the Public Employee’s Benefit Board (PEBB)
is indeterminate. OHA reports that further analysis is required to determine if OPDP would represent an
opportunity for savings when compared to PEBB s current arrangement for providing prescription drug
benefits.

Department of Corrections (DOC), Oregon Youth Authority (OYA)

The two state agencies that are the largest purchasers of prescription drugs are the Department of
Corrections and the Oregon Youth Authority. Currently, the Department of Corrections (DOC)
purchases medications required to meet inmate needs through the Minnesota Multistate Contracting
Alliance for Pharmacy (MMCARP) which has members in over 30 states. MMCAP discounts are based
on the total purchases of all of a particular state’s participants. Within the state of Oregon, DOC and
several Oregon county and municipal governments participate. Withdrawal of DOC participation would
reduce the "Oregon Purchase” and would likely negatively impact the pricing available to the other
Oregon participants. In addition, DOC is currently working with the Oregon Youth Authority (OYA) to
develop an interagency agreement that enabies DOC to provide pharmacy services and supplies to
OYA

SB 1577 with the — 2 Amendment exempts any agency that can demonstrate that its purchasing
arrangements will result in greater discounts and aggregate cost savings than would be realized through
OPDP." As directed by the 2011 Legislature, DOC is working on a comparison of drug costs between
OPDP’s Group Purchasing Organization, Premier, and MMCAP. This comparison and analysis should
be completed by May 2012,

In summary, although currently state agencies are working with OHA to participate in OPDP, at this

time, the potential cost savings, if any, that can be realized by DOC, OYA and other state agencies by
contracting with OPDP cannot be quantified.

Page 2 of 2 SB 1577 -2
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76th OREGON LEGISLATIVE ASSEMBLY--2012 Regular Session

Senate Bill 1547

Printed pursuant to Senate Interim Rule 213.28 by order of the President of the Senate in conformance with pre-
gession filing rules, indicating neither advocacy nor opposition en the part of the President (at the request
of Senate Interim Committee on Business, Transporiation and Economic Development)

SUMMARY

The following summary is not prepared by the sponsors of the measure and is not a part of the body thereof subject
to consideration by the Legislative Assembly. It is an editor’s brief statement of the essential features of the
measure as introduced.

Allows Director of Department of Consumer and Business Services to authorize captive insurers
in this state. Sets standards for captive insurers regarding formation, licensing, classes of insurance
transacted and reporting. Exempts certain captive insurer documents from disclosure as public re-
cords. Sets tax treatment for captive insurers.

Becomes operative on July 1, 2012,

Declares emergency, effective on passage.

A BILL FOR AN ACT
Relating to captive insurance; and declaring an emergency.
Be It Enacted by the People of the State of Oregon:

GENERAL REQUIREMENTS FOR CAPTIVE INSURERS

SECTION 1, Sections 2 te 22 of this 2012 Act are added to and made a part of the In-
surance Code.

SECTION 2. As used in sections 2 to 22 of this 2012 Act:

{1)(a) “Affiliate” means a business entity that, because of common ownership and con-
trol, is in the same corporate system as a parent or a member organization.

{b) For purposes of this subsection, “common ownership and conirol” means that two
or more business entities are owned or controlled by the same person or group of persons
with:

(A) Direct or indirect ownership of 80 percent or more of the outstanding voting stock
of the stock corporation for a capiive insurer that is a stock corporation;

(B} Direct or indirect ownership of 80 percent or more of the surplus and the voting
power of the mutual corporation for a captive insurer that is a mutual corporation; or

(C) Direct or indirect ownership by the same member or members of 80 percent or more
of the membership interests in the limited liability company for a captive insurer that is a
limited !ability company. ' ' '

(2) “Alien captive insurer” means an insurer; - _

(a) Formed to transact insurance for a parent or affiliate of the insurer; and

(b) Licensed under the laws of a nation other than the United States that imposes stat-
utory or regulatory standards:

(A) On a business entity trapsacting insurance in the other nation; and

(B) In a form acceptable to the Director of the Depariment of Consumer and Business

Services.

NOTE; Matter in boldfaced iype in an amended seciion is new; matter {italic and brackefed] is existing law to be omitted.
New sections are in boldfaced type.
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(3) “Association” means a legal association of two or more persons that has been in
continuous existence for at least one year if the association or its member organizations:

(a) Own, control, or hold with power to vote, all of the outstanding voting securities of
an association captive insurer incorporated as a stock insurer;

(b) Have complete voting control over an association captive insurer incorporated as a
mutual insurer; or '

(¢) Have complete voting control over an association captive insurer formed as a limited
liability company. ' _

(4) “Association captive insurer” means a business entity that insures the risks of:

(a) A member organization of the associaiion; 7

(b) An affiliate of a member organization of the assoclatlon, or

(c) The association.

(3) “Branch captive insurer” means an alien captive insurer that holds a certificate of
authority from the Director of the Depariment of Consumer and Business Services to
transact insurance in this state through a business division with a principal place of business
in this state. .

(6} “Branch operation” means a business operation of a branch captive insurer in this
state,

(7) “Captive insurer” means any of the following that is formed or holds a certificate of
authority issued under sections 2 to 22 of this 2012 Act:

(a) A pure eapiive insurer;

(b} A branch captive insurer;

(¢) An association captive insurer; or

(d) A captive reinsurer;

(8) “Captive reinsurer” means a reinsurer that is:

(a) Formed or holds a certificate of authority under sections 2 to 22 of this 2012 Act;

(b) Wholly owned by a gqualifying reinsurer parent company; and

(c) A stock corporation.

(9) “Controlled unaffiliated business” means a business entity:

(a) That is not in the same corporaie system as a parent or the pareni’s affiliate but has
a contractual relationship with a parent or affiliate; and

(b} Whose risks are managed by a pure captive insurer in accordance with rules adopted
by the Director of the Department of Consumer and Business Services under section 4 of this
2012 Act.

(10} “Foreign captive insurer” means an insurer:

(a) Formed to transact insurance for a parent or affiliate of the in'surer; and

(b) Licensed uander the laws of another staie that imposes statutory or regulatory stan-
dards: ] '

(A) On a business entity transacting insurance in the other state or jurisdiction; and

(B) In a form acceptable to the Director of the Depariment of Consumer and Business
Services.

(11) “Member organization” means a person that belongs to an association.

(12) “Parent” means a person that directly or indirectly owns, controls, or holds with
power to vote, more than 50 percent of:

(a) The outstanding voting securities of a pure captive insurer; or

[2]
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{b) The pure captive insurer, if the pure captive insurer is formed as a limited liability
company. ‘ ]

(18) “Pure captive insurer” means a business entity that insures risks of a parent or af-
filiate of the business entity.

{(14){a) “Qualifying reinsurer parent company” means an accredited reinsurer in this:
state that has:

({A) A consolidated GAAP net worth of not less than $500 million; and _

{B) Complies with the consolidated debt to total capital ratio established by rule by the
Director of the Department of Consumer and Business Services.

(b) For purposes of this subseciion “consolidated GAAP net worth” means the consol-
idated shareholders’ equity determined in accordance with generally accepted accounting
principles for reporting to the United States Securities and Exchange Commission.

SECTION 3. (1) The provisions of the Insurance Code cited in sections 2 to 22 of this 2012
Act apply to captive insurers. In addition, the provisions of the Insurance Code set forth in
ORS chapter 731 relating to administration of the insurance laws apply to captive insurers
to the extent not inconsistent with the express provisions of sections 2 to 22 of this 2012 Act.

(2) In addition to the provisions of the Insurance Code set forth in subsection (1) of this
section, ORS 705.137 and 705.139 apply to captive insurers.

SECTION 4. The Director of the Department of Consumer and Business Services may
adopt rules for the administration of sections 2 to 22 of this 2012 Act.

SECTION 5. Al decuments, materiéls and other information in the possession of the
Department of Consumer and Business Services under sections 2 to 22 of this 2012 Act are
confidential and subject to public disclosure only as provided in ORS 705.137.

SECTION 6. (1)(a) When permitted by its articles of incorporation or its charter and by-
laws, a captive insurer may apply to the Director of the Department of Consumer and Busi-
ness Services for a certificate of authority to transact any class of insurance.

(b} Notwithstanding paragraph (a) of this subsection:

(A) A pure captive insurer may not insure a risk other than a risk of its parent or af-
filiate or a controlled unaffiliated business.

(B) An association captive insurer may not insure a risk other than a risk of:

(i) An affiliate; '

(ii) A member organization of its association; or

(iii) An affiliate of a member organization of its association.

(C) A captive insurer may not provide workers’ compensation insurance, life insurance,
heaith insurance or any personal property or personal casualty line of insurance, including
but not limited to personal motor vehicle insurance coverage and homeowner’s insurance,
and any component of such coverage.

(D) A captive insurer may not accept or cede reinsurance except as provided in section
11 of this 2012 Act.

(2) To transact insurance in this state, a ¢aptive insurer must:

(a) Obtain from the director a certificate of authority that authorizes the captive insurer
to transact insurance in this state;

(b) Appoint a resident registered agent to accepi service of process and to otherwise act
on behalf of the captive insurer in this state; and

(¢}A) Hold at least once each year in this state a board of directors meeting; or

(3]
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(B) Maintain in this state:

(i) The principal place of business of the captive insurer; or

(ii) In the case of a branch captive insurer, the principal place of business for the branch
operations of the branch captive insurer.

(3) In the case of a captive insurer formed as a corporation, if the registered agent can-
not be found with reasonable diligence at the registered office of the captive insurer, the
director is the agent of the captive insurer upon whom process, notice or demand may be
served.

{4)(a) An applicant captive insurer formed as a corporation shall file with the director;

{A) Certified copies of the articles of incorporation or the charter and bylaws of the
corporation;

(B) A statement under oath of the president and secretary of the corporation showing
the financial condition of the corporation; and

(C) Any other statement or documeni requived by the director as adopted by rule.

(b) In addition to the other information required by this subsection, an applicant captive
insurer shall file with the director evidence of;

(A) The amount and liquidity of the assets of the applicant captive insurer relative to the
risks to be assumed by the applicant captive insurer;

(B} The adequacy of the expertise, experience and character of the individual who will
manage the applicant captive insurer; _

{C) The overall soundness of the plan of operation of the applicant captive insuréi';- -

{D) The adequacy of the loss prevention programs for any parent or member organization
of the applicant captive insurer; and

(E) Any other factor the director adopts by rule and considers relevant in ascertaining
whether the applicant captive insarer is able to meet the policy obligations of the applicant
captive insurer.

(5)(a) A captive insurer shall pay to the department nonrefundable fees established by the
director by rule for:

{A} Examining, investigating and processing the captive insurer’s application for issuance
of a certificate of authority;

(B) Obtaining a certificate of authority for the year the director issues a certificate of
authority to the captive insurer in an amount not less than $5,000; and

(C) Renewing a certificate of authority in an amount not less than $5,000.

(b) The fees a captive insurer pays to the Deparéiment of Consumer and Business Services
for obtaining or renewing a certificate of authority are in lien of any payment of premium
assessment on receipt of premium by thé captive insurer. Fees for obtaining or renewing a
certificate of authority may be increased by the depariment by rule and may be scaled on
the basis of premiums the captive insurer collects in any given year. .

(c) The director may retain legal, financial and examination services from outside the
department to perform any functions described in sections 2 to 22 of this 2012 Act and may
charge the applicant captive insurer the reasonable cost of services performed.

(6} If the director is satisfied that the documenis and statementis filed by the applicant
captive insurer meet the reguirements of sections 2 fo 22 of this 2012 Act, the director may
issue a certificate of aufhority that authorizes the captive insurer to transact insurance in
this state.

[4]
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(7) A certificate of authority issued under this section expires annually and must be re-
newed by December 31 of each year beginning with the year following the year that the ori-
ginal certificate was issued.

(8) Upon approval of the director, a foreign or alien captive insurer may become a do-
mestic captive insurer by complying with all of the requirements of the Insurance Code rel-
ative to the organization and licensing of a domestic captive insurer of the same or
equivalent type in this state and by filing with the director certified copies of the insurer’s
articles of association, charter or other organizational document, together with any appro-
priate amendments adopted in accordance with the laws of this state bringing those articles
of association, charter or other organizational documeni into compliance with the laws of
this state. Afier complying with these requirements, the captive insurer is entitled to the
necessary or appropriate certificates and licenses to continue transacting insurance in this

state and is subject to the authority and jurisdiction_of this state. In connection with this

redomestication, the director may waive any requirements for public hearings. It is not

necessary for a captive insurer redomesticating into this state to merge, consolidate, trans-
fer assets or otherwise engage in any other reorganization, other than as specified in this
section.

SECTION 7. A captive insurer may assume a business name only if consistent with the
provisions of ORS 731.430.

SECTION 8. (1) To qualify for authority to transact insurance in this state, a captive
insurer shall possess and thereafter maintain capital or surplus, or any combination thereof,
of not less than:

(a) $250,000 for a pure captive insurer,

(b) $750,000 for an association captive insurer incorporated as a stock insurer or as a
mutual insurer. '

(c) $300,000,000 for a captive reinsurer.

(2) In accordance with ORS 731.554 (6), for the protection of the public, the Direcior of
the Department of Consumer and Business Services may require a captive insurer to possess
and maintain capital or surplus, or any combination thereof, in excess of the amount other-
wise required under this section. .

(3) The capital and surplus required under subsections (1) and (2) of this section may be
in the form of:

(a) Cash or cash equivalent; or

(b) An irrevocable letter of credit issued by an insured institution, as described in ORS
731.510, and approved by the director.

(4)(a) Except as provided in paragraph (d) of this subsection, a branch captive insurer,
as security for the payment of liabilities attributable to branch operations, must establish
and maintain, through its branch operations, a trust fund funded by an irrevocable letter of
credit or other asset approved by the director.

(b} The trust fund established under this subsection shall be for the benefit of United
States policyholders and United States ceding insurers under insurance policies issued or
reinsurance coniracts issned or assumed.

(c) The amount of the security required under this subsection must be equal to or
greater than:

(A) The capital and surplus required under this section applicable to the line of business

(5]
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written by the captive insurer; and
(B) The net reserves on the insuranc'e; policies or reinsurance coniracts deseribed in this
subsection, including: L _
(i) Case basis loss and allocated loss adjustment expense reserves;
(ii) Losses and allocated loss adjustment expense amounts incarred but not reported; and
(iii) Unearned premiums with regard to insurance transacted by branch operations.
(d) In accordance with ORS 731.510, the director may permit a branch captive insurer

" that is required to post security for loss reserves on insurance transacted by its reinsurer

to reduce the funds in the trust fund established under ihis section by the same amount as
the security posted if the security remains posted with the reinsurer.

(3) A captive insurer may pay dividends or make distributions if all the following re-
quirements are met:

(a) Submission of a report to the director listing all dividends and distributions within
five business days following the declaration, and not less than 10 business days prior to
payment, of the dividends and distributions, commencing from the date of receipt of the re-
port by the director.

(b) The report required under paragraph (a) of this subsection must demonstrate that the
combined capital and surplus of the captive insurer following any dividend or distribution is
reasonable in relation to the capiive insurer’s outstanding liabilities and adeqguate to the
captive insurer’s financial needs. _

(c) A captive insurer may pay divid.ends or distributions only from earned surplus unless
the director gives prior approval for payment from another source.

SECTION 8. (1) A pure captive insurer must be incorporated as a stock insurer with the
capital of the pure captive insurer divided into shares and held by the shareholders of the
pure capiive insurer. .

(2) An association captive insurer may be:

(a) Incorporated as a stock insurer with the capital of the association captive insurer
divided into shares and held by the sharecholders of the association captive insurer; or

(b) Incorporated as a mutual insurer without capital stock, with a governing body elected
by the member organizations of the association captive insurer,

(3) The reguirements of ORS 732.085 apply to the incorporators of a captive insurer.

(4) Any person desiring to organize a capiive insurer must first file an application with
the Director of the Department of Consumer and Business Services for a permit to organize
the eaptive insurer. The applicant shall pay the applicable fee to the director at the time the
application is filed. The application shall be on forms provided by the direcior and shall be
signed by the applicants and verified. The form shall specify information about the following:

(a) The character, reputation, financial responsibility and purposes of the proposed
incorporators; . ' '

(b) The character, reputation, financial responsibility, insurance experience and business
qualifications of the proposed officers and directors and the proposed managers;

(¢) Any information provided to the Department of Consumer and Business Services in
the application for a certificate of authority or that is maintained in the department’s files;
and

(d)} Other aspects the director considers advisable,

(53) The director shall approve an application for a permit to organize a captive insarer
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only if the director finds that:

(a) The application is complete;

(b) The documents filed with the application are in the proper form;

(c) The proposed financial structure is adequate;

(d) The character, reputation, financial responsibility and general fitness of the persons
named in the application or otherwise found to be associated with or have an interest in the
proposed insurer are such as to command the confidence of the public;

(e) The proposed directors are collectivély competent to assume responsibility for the
management and general policies and procedures of the captive insurer;

(f) The proposed management, collectively, possess the requisite general business ability
and experience in the business of insurance of the class or classes specified in the applica-
tion; and

(g) No fact is then known to the direcior that would prevent the proposed insurer from
completing its organization and receiving a certificate of authority to iransact insurance as
a captive insurer.

(6) To the extent not otherwise inconsistent with provision of sections 2 to 22 of this 2012
Act, ORS 732.095, 732.105 and 732.115 apply for the filing of the ariicles of incorporation of a
captive insurer.

(7}(a) An alien captive insurer applying to the director for a certificate of authority to
act as a branch captive insurer shall obtain from the director a certificate finding that:

(A) The nation of an alien captive insurer imposes statutory or regulatory standards, in
a form acceptable to the director, on captive insurers transacting insurance in that nation;
and o

(B) After considering the character, reputation, financial responsibility, insurance expe-
rience and business qualifications of the officers and directors of the alien capiive insurer,
and other relevant information, the establishment and mainéenance of the branch operations
will promote the general good of this state.

(b) After the director issues a certificate under i)aragraph (a) of this subsection, the alien
captive insurer may register to do business in this state as a branch captive insurer.

(8) The capital stock of a capiive insurer incorporated as a stock insurer may not be is-
sued at less than par value.

(9) At least one-quarter of the members of the board of directors of a captive insurer
formed as a corporation shall be residents of this state.

(10)(a) A captive insurer formed as a corporation under sections 2 to 22 of this 2012 Act
has the privileges of and is subject to ORS chapters 60 and 782 and sections 2 to 22 of this
2012 Act. o

(b) If a conflict exists between a provision of ORS chapters 60 and 732 and a provision
of sections 2 to 22 of this 2012 Act, sections 2 to 22 of this 2012 Act shall control.

(c) Except as provided in paragraph (d) of this subsection, the provisions of sections 2 to
22 of this 2012 Act pertaining to a merger, consolidation, conversion, mutualization and
redomestication apply in determining the procedures to be followed by a captive insurer in
carrying out any of the transactions described in those provisions. _

(d) The director may waive or modify the requirements in paragraph (c) of this sub-
section after providing notice and a public hearing,

(11} The articles of incorporation or bylaws of a captive insurer may not authorize a
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quorum of a board of directors to consist of less than one-third of the fixed or prescribed
number of directors as provided in rales adopied by the director.

SECTION 10. (1)(a) An association captive insurer must comply with the investment re-
quirements of ORS 733.510 to 733.780. '

(b) Notwithstanding paragraph (a) of this subsection, the Director of the Department of
Consumer and Business Services may by rule approve the use of alternative reliable methods
of valuaiion and rating for an association captive insurer.

(2)(a) A pure captive insurer is not subject to any resirictions on allowable investments
under ORS 733.510 to 733.780.

(b) The director may prohibit or limit an investment that threatens the solvency or
lguidity of a pure captive insurer.

(3) A captive insurer may not make loans to the parent of the captive insurer or an af-
filiate of the captive insurer,

SECTION 11. (1) A captive insurer may provide reinsurance on risks ceded by an affiliate
of the insurer or a controlled unaffiliated business.

(2) A captive insurer may take credit for reserves on risks or portions of risks ceded to
reinsurers if the credit is acceptable to the Director of the Department of Consumer and
Business Services.

(3) Subject to the prior writien approval of the director, a captive insurer may participate
in a pool for the purpose of commercial risk sharing. However, a captive insurer may not join
or contribute financially to a plan, pool, association or guaranty or insolvency fund in this
state, and a captive insurer, or its insured or its parent or any affiliated company or any
member organization of its association, may not receive a benefit from a plan, pool, associ-
ation or guaranty or insolvency fund for claims arising out of the operations of the captive
insurer. :

(4) A captive reinsurer must annually file with the department an actuarial opinion pro-
vided by a gualified actuary on loss and loss adjustment expense reserves, The gualified
actuary providing the actuarial opinion must be independent and may not be an employee
of the captive reinsurer or an affiliate of ‘the captive reinsurer for which the actuarial opin-
ion is filed.

(8) A captive reinsurer may discount its loss and loss adjustment expense reserves only
as allowed in rules adopted by the director.

(6) The director may disallow the-discoun'ting of loss and loss adjustmeni reserves of a
eapiive reinsurer if the captive reinsurer violates any provision of sections 2 to 22 of this
2012 Act.

SECTION 12. A captive insurer is not required to join a rating organization.

SECTION 13. (1) A captive insurer is not required to make a report except as specified
in this section. - '

{2){a) Before March 1 of each year, a captive insurer shall submit to the Director of the
Department of Consumer and Business Services a report of the financial condition of the
captive insurer, verified by oath of two of the executive officers of the captive insurer.

(b} A captive insurer shall report:

(A) Using generally accepted accounting bﬁnciples, except to the extent that the director
requires, approves or accepts the use of statutory accounting principles;

(B) Using a useful or necessary modification or adaptation to an accounting principle

(8]




W o =3 & e B L D e

EEEBREZS

Rk B 8

SB 1547

that is required, approved or accepted by the director for the type of insurance and kind of
insurer to be reported upon; and

(C) Supplemental or additional information required by the director.

(c) Except as otherwise provided in sections 2 to 22 of this 2012 Acti, an association cap-
tive insurer shall file the financial statement required by ORS 731.574.

(d) For the purposes of this subsection, “statutory accounting” means a method of ac-
counting using rules that insurance companies must follow in filing an annual financial
statement with the Department of Consumer and Business Services.

(3)(a) A pure captive insurer may make a written request to file the required report on
a fiscal year end that is consistent with the fiscal year of the parent company of the pure
captive insurer.

(b) If the direcior grants an alternative reporting date for a pure captive insurer as de-
scribed under paragraph (a) of this subsection, the annual report is due 60 days after the
fiscal year end.

(4)(a) Not later than 60 days after the fiscal year end, an alien captive insurer operating
as a branch captive insurer in this state shall file with the director a copy of all reports and
statements required to be filed under the laws of the jurisdicition in which the alien captive
insurer is formed, verified by oath by two of the alien captive insurer’s executive officers.

(b) If the director is satisfied that the annual report filed by the alien captive insurer in
the jurisdiction in which the alien captive insurer is formed provides adequate information
concerning the financial condition of the alien captive insurer, the director may waive the
requirement for completion of the annual statement required for a captive insurexr under this
section with respect to business written in the alien jurisdiction.

{¢) A waiver granted by the director under paragraph (b) of this subsection shall be in
writing and is subject to public inspection.

() All captive insurers transacting insurance in this state shall engage a qualified
actuary with knowledge of this state for purposes of determining and setiing premivms to
be charged by the captive insurer.

SECTION 14. (1){a) The Director of the Department of Consumer and Business Services
shall examine the affairs of each captive insurer once in each three-year period.

{b) The three-year period described in paragraph (a) of this subsection is determined on
the basis of three full annual accounting periods of operation.

{¢) The examination is to be made as of December 31 of the full three-year period or as
of the last day of the month of an annual acecounting period authorized for a captive insurer
under this section.

{(d) In addition to an examination required under this subsection, the director may ex-
amine a captive insurer whenever the director determines it to be prudent.

(2) During an examination under this section, the director shall thoroughly examine the
affairs of the captive insurer fo ascertain:

(a) The financial condition of the captive insurer;

(b) The ability of the capiive insurer to fulfill the obligations of the captive insurer; and

(¢) Whether the captive insurer meets the requirements of sections 2 to 22 of this 2012
Act. )

(3) The director may expand the three-year period described in subsection (1) of this

section io five years if during that period a captive insurer is subject to a comprehensive
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annual audit:

(a) Of a scope satisfactory to the director; and

(b) Performed by independent auditors approved by the director.

(4) The director may accepi a comprehensive annual independent audit in Ii_eu of an ex-
amination if the scope of the examination is satisfactory to the director and the examination
is performed by a qualified independent auditor.

{(8) A captive insurer that is examined under this section shall pay the expenses and
charges of the examination. ) '

SECTION 15. Any captive insurer for which the Director of the Department of Consumer
and Business Services issues a certificate of authority must comply with the limits of risk
set forth in ORS 731.504. o

SECTION 16. (1) The Director of the Department of Consumer and Business Services
may suspend or revoke the certificate of authority issued to a captive insurer to transact
insurance in this state if the captive insurer:

{a) Is insolvent or impaired as defined in ORS 734.014;

(b) Fails to meet the requirements of sections 2 to 22 of this 2012 Act;

{c) Refuses or fails to submii an annual report required by section 13 of this 2012 Act or
any other report or statement required by law or by order of the director;

{(d) Fails to comply with the charter, bylaws or other organizational documeni of the
captive insurer; N

{e) Fails to submit to an examinatiqn under section 14 or 18 of this 2012 Act or any legal
obligation relative to an examination under section 14 or 18 of this 2012 Act;

{f) Refuses or fails to pay the cost of examination under section 14 or 18 of this 2012 Act;

{g) Uses methods that, although not otherwise specifically prohibited by law, render:

(A} The operation of the captive insurer deirimental to the public or the policyholders
of the captive insurer according to standards adopted by the director by rule; or

{B) The condition of the captive insurer unsound with respect to the public or to the
policyholders of the captive insurer; or

{h) Otherwise fails to comply with Iaws of this state.

(2) If the divector finds, upon examination, hearing or other evidence that a captive
insurer has commiited any of the acis specified in subsection (1) of this section, the director
may suspend or revoke the certificate of awthority issued fo the captive insurer if the di-
rector considers it in the best interest of the public and the policyholders of the captive

insurer.
BRANCH CAPTIVE INSURERS

SECTION 17. Except as otherwise provided in sections 2 to 22 of this 2012 Act, a branch
captive insurer must be a pure captive insurer with respect to business operations in this
state, unless otherwise permitted by rule of the Director of the Department of Consumer and
Business Services. '

SECTION 18. (1) The Director of the Department of Consumer and Business Services
shall examine only the branch operations of, and the insurance transaected by, a branch
captive insurer in this state if the branch captive insurer:

(a) Provides annually to the director a certificate of compliance, or an equivalent, issued

[10]
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by or filed with the licensing authority of the jurisdiction in which the branch capiive insurer
is formed; and

{b) Demonsirates to the satisfaction of the director that the branch captive insurer is
operating in sound finanecial condition in accordance with sections 2 to 22 of this 2012 Act
and all applicable laws and regulations of the jurisdiction in which the branch captive insurer
is formed.

{2) As a condition of its authority as a branch captive insurer, an alien captive insurer
must authorize the director to examine the affairs of the alien captive insurer in the juris-
diction in which the alien captive insurer is formed.

{3) An alien captive insurer that is examined under this section shall pay the expenses

and charges of the examination
FOREIGN CAPTIVE INSURERS

SECTION 19. Notwithstanding ORS 731.022, a foreign captive insurer may provide insor-
ance in this state if the foreign captive insurer meets both of the following conditions:

(1) The foreign captive insurer is domiciled in a state that regulates the foreign captive
insurer as a captive insurer and the captive insurer is in good standing in that state.

{2) Al activities related to the placement of the insurance occurs in the domicile state
and the insurance otherwise complies with the laws of the domicile state, including the pro-
posal to make an insurance contract, taking or receiving an application for insurance, col-
lecting a premium or other consideration for the insurance and issuing or delivering policies

of insurance.
CAPTIVE REINSURERS

SECTION 20. At leasi 35 percent of the assets of a captive reinsurer must be managed
by an asset manager domiciled in this state.

SECTION 21. If permitted by its articles of incorporation or charter, and in accordance
with sections 6 and 22 of this 2012 Act, a captive reinsurer may apply to the Director of the
Department of Consamer and Business Services for a certificate of authority to transact
reinsurance,

SECTION 22, (1) A captive reinsurer must be incorporated as a stock insurer with its
capital divided into shares and held by the captive reinsurer’s shareholders. In incorporating,
a captive reinsurer must comply with the requirements of section 9 of this 2012 Act.

(2) The capital stock of a captive reinsurer must be issued at par value or greater.

(3) At least one member of the board of directors of a captive reinsurer incorporated in

this state must be a reside_pt of this state.
TAX PROVISIONS

SECTION 23. Section 24 of this 2012 Act is added to and made a part of ORS chapter 317.
SECTION 24. A captive insurer, as defined in section 2 of this 2012 Act, making an
election under section 831(b) of the Internal Revenue Code, as amended, shall be afforded the
same tax treatment on receipt of premiums and tax on investment earnings for state income
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tax purposes as exists for federal income tax purposes except that the income tax rates on
taxable income of the captive insurer shall be those identified under state law rather ihan
federal law.

UNIT CAPTIONS

SECTION 25. The unit captions used in this 2012 Act are provided only for the conven-
ience of the reader and do not become part of the statutory law of this siate or express any
legislative intent in the enactment of this 2012 Act.

OPERATIVE DATE

SECTION 26. Except as provided in section 27 of this 2012 Act, this 2012 Act becomes
operative on July 1, 2012,

SECTION 27. The Director of the Department of Consumer and Business Services may
take any action before the operative date of this 2012 Act that is necessary to enable the
director to exercise, on and after the operative date of this 2012 Act, all the duties, functions
and powers conferred on the director by this 2012 Act. '

EMERGENCY CLAUSE
SECTION 28. This 2012 Act being necessary for the immediate preservation of the public

peace, health and safety, an emergency is declared to exist, and this 2012 Act takes effect
on its passage.

[12]
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SB 1547-1
(LC 179)
1/30/12 (GHH/ps)

PROPOSED AMENDMENTS TO
SENATE BILL 1547

On page 1 of the printed bill, line 10, delete “and con-” and insert “,
common control, common operation or common management”.

In line 11, delete “trol”.

Delete lines 12 through 14 and insert:

“(b) For purposes of this subsection, “common ownership, common con-
trol, common operation or common management” means that two or more
business entities are owned, controlled, operated or managed by the same
person or group of persons with:”.

On page 2, line 24, delete the semicolon and insert a period.

On page 3, line 45, delete “or” and insert “and”.

On page 7, line 16, delete “provision” and insert “the provisions”.

In line 29, after “register” insert “With the department”.

In line 43, delete “in paragraph (c)”.

In line 44, delete “after providing notice and a public hearing”.

On page 8, line 20, delete “commercial” and after “risk” insert “distrib-
ution”,

In line 39, after the comma insert “or in accordance with rules adopted
under subsection (6) of this section,”. -

On page 9, after line 28, insert:

“(6) The director may establish by rule criteria to waive or modify the
requirements of this section relating to the frequency of reporting and the

contents of the report.”.




s

On page 10, delete lines 9 through 11 and insert:
2 “SECTION 15. Notwithstanding the limits of risk set forth in ORS

3 731.504, any captive insurer for which the Director of the Department

4 of Consumer and Business Services issues a certificate of authority
5 wunder sections 2 to 22 of this 2012 Act must comply with sound
6 actuarial principles as determined by the director and must submit

7 reports demonstrating such compliance to the director.”.

8 On page 11, line 11, after “examination” insert a period.
9 In line 43, delete “an” and insert “a valid”.

10 In line 44, after “Code” insert “of 1986”.
11
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2012 Legislative Session
AGENCY FISCAL IMPACT STATEMENT FORM

Amendment -1 _
(e.g. original, -1, -2, A, B, efc.)

Measure # SB 1547

X Fiscal Impact A fiscal impact determined to be greater than a minimal fiscal impact.

[[] | Minimal Impact A fiscal impact that can be absorbed with existing agency resources.

L] No Fiscal Impact The absence of an expenditure or revenue {(non-tax) impact.
Effect on Expenditures 2011 -2013 2013 - 2015
Personal Services $86,624 $173,248
Services and Supplies $13,702 $23,943
Capital Qutlay
Speciai Payments
Totals $100,326 - $197,191
Effect on Revenues - Other Funds 2011 -2013 2013 - 2015
Application Fees $100,330
Continuation Fees $197,200
Totals $100,330 $197,200

Positions/FTE (detail the number of positions, ciassificaition, step 2 and effective date for each):
1.0 FTE , Insurance Examiner, C5748, Step 2, effective date 7/1/12

Does the proposed legisiation impact a program that is part of the November 2011 required reduction option
list? If yes, piease describe this impact in the Wiitten Analysis section of this form.

Yes [] No [X]

The budgetary impact of this bill was reviewed and approved by the Interim Joint Committee on Ways and
Means to be recommended to be included in the omnibus budget bill.

Yes [] No

Is the bill anticipated by the Governor's Recommended Budget as a Policy Option Package? If yes, please
identify the Policy Option Package name and number in your wriften analysis.

Yes [] No [X

Does the proposal have a fiscal or revenue mandate effect on cities, counties, or special districts that
triggers evaluation under Section 15, Article Xl of the Oregon Constitution?

Yes [ No [X

Comments: (include all assumptions for cost or revenue per unit and number of units, if applicable. Attach as many worksheets
as necessary fo give complete information.)

SB 1547 allows the Director of DCBS to authorize captive insurers in Oregon. There is no existing law
allowing captive insurers to operate in Oregon. Captive insurers are entities that provide insurance coverage
to their parent or affiliate. They do not provide insurance to non-affiliated entities. Currently, they must meet
the same licensing requirements as other insurers. However, captive insurers are primarily formed to insure
the loss exposures of the parent company and affiliates, and do not provide insurance coverage to outside
parties.

This bill sets standards regarding formation, ownership and management, licensing, capital and surplus
requirements, investment requirements, reporting and examination requirements, and classes of insurance
that a captive can transact. This will require a financial analyst to oversee the financial condition of the




captive insurers and to determine compliance with statutes, rules and national insurance accounting
practices. Captive insurers would be examined by DCBS at the captive’s expense.

Requlatory Work:
Ten captive insurers are anticipated to file to operate in Oregon. This additional workload would require one

full-time Insurance Examiner, C5748, salary range 30. Workload for the new insurance examiner position
would include;

Initial work (2,160 hours):

800 hours developing the program

88 hours (44 hours per application) reviewing applications with financial statements
480 hours certifying CPAs, caplive managers and actuaries

Ongoing annual work (1,909 hours):;

640 hours financial analysis and documentation :

48 hours certification of additional CPAs captive managers and actuaries

480 hours filing issues follow-up, correspondence and miscellaneous filings

60 hours financial examination planning, report review, recommendation follow-up
' 104 hours training, continuing education, staff meetings

533 hours on-site financial examinations

Training and Travel:
This is a new area of insurance regulation for Oregon and would require annual travel for the examiner and

their manager to attend the national Captive Insurance Companies Assoclation meeting. Training expenses
for statutory accounting and state regulation is anticipated since rarely do prospective employees have this
experience. Total travel costs are $10,800 and training costs are $2,050.

Total biennial costs are $100,326 for 2011-2013 and $197,191 for 2013-2015.

Rulemaking would also be required and would include 40 hours for a Senior Policy Analyst and 20 hours for
an Administrative Specialist 1. Staff time for rulemaking could be absorbed within existing resources.

Revenue:

An initial application fee of $10,033 and annual renewal fee of $9,860 (assuming 10 captive applications) is
anticipated and may be adjusted or scaled on the basis of premiums the captive insurer collects annually,
which will offset our operational costs. (Current application fee for insurers is $2,500 with an annuai $1,500
continuation fee) Uniike other insurers, a captive insurer's fees are in lieu of premium assessments.
Assuming 10 captive insurers apply, the 2011-2013 biennium revenues would be $100,330 and the 2013-
2015 biennium revenues would be $197,200.

The bill declares an emergency and is effective upon passage, but has an operative date of July 1, 2012,

-1 Amendments aliow a captive insurer to participate in a pool for the purpose of risk distribution with the
prior written approval of the Director of DCBS, and allows the Director of DCBS to establish by rule the
criteria to waive or modify the annual financial reporting requirements related to the frequency of reporting
and the contents of the report. No change in fiscal impact is anticipated.

Agency Name Department of Consumer and Business Services
Preparer Name/Title  Shawn Waite/Budget Manager .

Preparer Phone # 503-947-7952 '

Date 113112

|
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|
|



FISCAL IMPACT OF PROPOSED LEGISLATION Measure: SB 1547 - A
Seventy-Sixth Oregon Legislative Assembly — 2012 Regular Session
Legislative Fiscal Office

Prepared by: Robin LaMonte
Reviewed by: Steve Bender
Date: February 3, 2012

Summary of Expenditure Impact

2011-13 Biennium A 2013-15 Biennium
Other Funds _ B 100,326 197,191
Total Funds $100,326 $197,191
Positions - 1 1
FTE 0.50 1.00
Summary of Revenue Impact

2011-13 Biennium | 2013-15 Biennium
Other Funds 100,330 197,200
Total Funds $100,330 $197,200

Measure Description:
Allows Director of Department of Consumer and Business Services to authorize captive insurers in this
state.

Government Unit(s) Affected:
Department of Consumer and Business Services (DCBS)

Local Government Mandate:
This bill does not affect local governments' service levels or shared revenues sufficient to trigger Section
15, Article XI of the Oregon Constitution.

Analysis:

SB 1547 allows Director of Department of Consumer and Business Services to authorize captive
insurers in Oregon and provides for the regulation of captive insurers. The bill has an emergency clause
and is effective on passage.

The Department of Consumer and Business Services (DCBS) notes that “(f)here is no existing law
allowing captive insurers to operate in Oregon. Captive insurers are entities that provide insurance
coverage to their parent or affiliate. They do not provide insurance to non-affiliated entities. Currently, they
must meet the same licensing requirements as other insurers. However, captive insurers are primarily
formed to insure the loss exposures of the parent company and affiliates, and do not provide insurance
coverage to outside parties.”

This bill would require DCBS to oversee the financial condition of captive insurers. This will require one

Insurance Examiner position. DCBS assumes that the position would be filled on July 1, 2012 and would
cost $86,624 in the 2011-13 biennium. Other expenses of $13,702 Other Funds include travel and training

Page 1 of 2 SB 1547 - A




costs of $12,050 and services and supplies costs of $1,652. Rulemaking costs would be absorbed by
DCBS. '

DCBS is supporied by fees for the services it provides. DCBS estimates that there are approximately 10
captive insurers in Oregon and that an initial application fee of $10,033 would be required. The annual
renewal fee would be $9,860. The fee would be adjusted to reflect the actual number of insurers.

Page 2 of 2 SB 1547 - A
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	Notes for HB 2438.pdf
	SECTION 1 requires each school district board to:
	1. Adopt a policy that states that teen dating violence is unacceptable and prohibited;
	2. Incorporate age-appropriate education about teen dating violence into existing training programs for students in grades 7 through 12, and for school employees;
	3. Establish procedures for responding to, investigating and disciplining incidents of teen dating violence that take place at school, school grounds, school-sponsored activities, and on school-provided transportation;
	4. Identify by job title the school officials who are responsible for addressing teen dating violence issues; and
	5. Notify students and parents of the teen dating violence policy adopted by the school board.
	SECTION 3 authorizes the use of moneys in the Oregon Domestic and Sexual Violence Services Fund to carryout programs that encourages and support services, programs and curricula to educate and inform students in grades 7 through 12 about teen dating v...
	SECTION 6 directs Department of Human Services (DHS), to:
	1. Make grants for the funding of services, programs and curricula to educate and inform students grades 7 through 12 about teen dating violence, to provide assistance to victims of teen dating violence and to prevent and reduce the incidence of teen ...
	2. Include in existing survey that is regularly conducted of students in grades 8 and 11 in this state questions about teen dating violence.
	SECTION 4 directs the Oregon Health Authority (OHA), in consultation with the Department of Human Services (DHS), to:
	1. Conduct a longitudinal study of dating violence among students in grades 7 through 12.
	2. Following completion of the longitudinal study, OHA is directed to prepare a report containing the findings, conclusions and recommendations to prevent teen dating violence, as well as a description of services available for victims of teen dating ...
	SECTION 11 stipulates that OHA is only required to carry out the longitudinal study if the authority obtains sufficient moneys.  OHA is only obligated until July 1, 2013 to identify a funding source for the longitudinal study.
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