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VEMBERS ABSENT

Representative Wes Keller, Vice Chair
Representative Kurt O son (alternate)

COW TTEE CALENDAR

HOUSE JO NT RESCLUTI ON NO. 29

Requesting the United States Congress to call a convention of
the states to propose an anendnent to the Constitution of the
United States to set a limt on the nunber of ternms that a
person nmay be elected as a nmenber of the United States House of
Representatives and as a nenber of the United States Senate; and
urging the legislatures of the other 49 states to request the
United States Congress to call a convention of the states.

- MOVED HIR 29 QUT OF COW TTEE

HOUSE BI LL NO. 194

"An Act repealing and reenacting the Alaska Securities Act,
including provisions relating to exenpt securities and
transactions; relating to registration of securities, firms, and
agents that offer or sell securities and investnent advice;
relating to admnistrative, <civil, and crimnal enforcenent
provisions, including restitution and civil penalties for
violations; allowing certain civil penalties to be used for an
investor training fund; establishing increased civil penalties
for harming older Alaskans; retaining provisions concerning
corporations organi zed under the Al aska Native Cains Settlenent
Act; anmending Rules 4, 5, 54, 65, and 90, Alaska Rules of G vil
Procedure; and providing for an effective date."

- HEARD & HELD
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HOUSE BI LL NO. 317

"An Act relating to forfeiture to the state; relating to
crimnal law, anmending Rules 3, 4, 11, 12, 16, 32, 32.2, 32.3,
39, 39.1, and 42, Alaska Rules of Crimnal Procedure, Rules 501,
801, and 803, Alaska Rules of Evidence, and Rules 202, 209, and
217, Al aska Rules of Appellate Procedure; and providing for an
effective date.”

- MOVED CSHB 317(JUD) OQUT OF COW TTEE

HOUSE Bl LL NO. 205

"An Act relating to conditions of release; relating to conmunity
work  service; relating to «credit toward a sentence of
i nprisonment for certain persons under electronic nonitoring;
relating to the restoration under certain circunstances of an
adm nistratively revoked driver's license, privilege to drive,
or privilege to obtain a Ilicense; allowing a reduction of
penalties for offenders successfully conpleting court- ordered
treatment progranms for persons convicted of driving under the
influence; relating to termnation of a revocation of a driver's
license; relating to restoration of a driver's license; relating
to credits toward a sentence of inprisonnent, to good tine
deductions, and to providing for earned good tine deductions for
prisoners; relating to early termnation of probation and
reduction of probation for good conduct; relating to the rights
of crime victims; relating to the disqualification of persons
convicted of certain felony drug offenses from participation in
the food stanp and tenporary assistance progranms; relating to
probation; relating to mtigating factors; relating to treatnent
programs for prisoners; relating to the duties of the
conm ssioner of corrections; anmending Rule 32, Al aska Rules of
Crimnal Procedure; and providing for an effective date."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HIR 29

SHORT TITLE. CALL FED. CONSTI TUTI ONAL CONV: TERM LIM TS
SPONSOR(s): REPRESENTATI VE(s) KELLER

01/ 27/ 16 (H) READ THE FIRST TIME - REFERRALS
01/ 27/ 16 (H) JUD

03/ 25/ 16 (H JUD AT 1:00 PM GRUENBERG 120
03/ 25/ 16 (H) -~ MEETI NG CANCELED - -

04/ 01/ 16 (H) JUD AT 1:00 PM GRUENBERG 120
04/ 01/ 16 (H Heard & Hel d
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04/ 01/ 16 (H) M NUTE (JUD)
04/ 04/ 16 (H) JUD AT 1:00 PM GRUENBERG 120

BILL: HB 194
SHORT TI TLE: AK SECURI TI ES ACT; PENALTIES; CRT. RULES
SPONSOR(s) : RULES BY REQUEST OF THE GOVERNOR

04/ 13/ 15 (H READ THE FI RST Tl ME - REFERRALS

04/ 13/ 15 (H) L&C, JUD, FIN

02/ 01/ 16 (H L&C AT 3:15 PM BARNES 124

02/ 01/ 16 (H Heard & Held

02/ 01/ 16 (H M NUTE (L&C)

02/ 08/ 16 (H L&C AT 3:15 PM BARNES 124

02/ 08/ 16 (H -- MEETI NG CANCELED - -

02/ 10/ 16 (H L&C AT 3:15 PM BARNES 124

02/ 10/ 16 (H <Bi || Hearing Cancel ed>

02/ 12/ 16 (H L&C AT 3:15 PM BARNES 124

02/ 12/ 16 (H) <Bi |l Hearing Cancel ed>

02/ 13/ 16 (H L&C AT 10: 00 AM BARNES 124

02/ 13/ 16 (H <Bi |l Hearing Cancel ed>

03/ 14/ 16 (H L&C AT 3:15 PM BARNES 124

03/ 14/ 16 (H) Heard & Held

03/ 14/ 16 (H M NUTE (L&C)

03/ 23/ 16 (H L&C AT 3:15 PM BARNES 124

03/ 23/ 16 (H Moved CSHB 194(L&C) Qut of Conmittee

03/ 23/ 16 (H M NUTE (L&C)

03/ 24/ 16 (H L&C RPT CS (L&C) NT 1DP 5NR 1AM

03/ 24/ 16 (H DP: OLSON

03/ 24/ 16 (H NR TILTQN, HUGHES, KITO  JOSEPHSON,
LEDOUX

03/ 24/ 16 (H AM COLVER

04/ 04/ 16 (H JUD AT 1: 00 PM GRUENBERG 120

BILL: HB 317
SHORT TITLE: FORFEITURE: NO CIVIL IN REM ONLY CRI M NAL
SPONSOR(s): W LSON

02/ 17/ 16 (H READ THE FI RST TI ME - REFERRALS

02/ 17/ 16 (H JUD, FIN

03/ 30/ 16 (H JUD AT 1: 00 PM GRUENBERG 120

03/ 30/ 16 (H Heard & Held

03/ 30/ 16 (H M NUTE (JUD)

03/ 31/ 16 (H JUD AT 1: 00 PM GRUENBERG 120

03/ 31/ 16 (H -- WIIl be Continued from 3/30/16 --
04/ 04/ 16 (H) JUD AT 1: 00 PM GRUENBERG 120

W TNESS REG STER
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KEVI N ANSELM Director

D vi sion of Banking and Securities

Depart ment of Comrerce, Conmunity, and Econonic Devel opnent
Anchor age, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 194, discussed the
Al aska Securities Act and the bill.

RENEE WARDLAW Assi stant Attorney Ceneral

Commerci al and Fair Business Section

Cvil Division

Departnent of Law

Anchor age, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 194, answered
guesti ons.

KRI STY NAYLOR, Chief of Enforcenent and Securities

Di vi sion of Banking and Securities

Depart ment of Commrerce, Conmunity, and Econoni c Devel opnent
Anchor age, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 194, answered
guesti ons.

JULI US BRECHT, O Counsel

Law O fices of Bankston, G onning and O Hara

Anchor age, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 194, offered
testi nony and answered questi ons.

ROBERT BANKS, Attorney

Law O fices of Samuels, Yoelin, Kantor

Portl and, Oregon

POSI TI ON  STATEMENT: During the hearing of HB 194, offered
testi nony and answered questi ons.

JULI ETTE SHEPARD, Technol ogy Lead Devel opnent Coordi nat or
Fai r banks Econoni ¢ Devel opnent Corporation (FEDC)

Fai r banks, Al aska

PCSI TI ON  STATEMENT: During the hearing of HB 194, offered
t esti nony.

BARBARA BARNES, St aff

Representative Tanm e WI son

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: During the hearing of HB 317, explained
changes within Version H
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JOHN SKI DMORE, Director

Legal Services Section

Crimnal Division

Department of Law (DQL)

Anchor age, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 317, offered
testi nony and answered questions.

ACTI ON NARRATI VE
1: 09: 07 PM

CHAIR GABRI ELLE LEDOUX called the House Judiciary Standing
Commttee neeting to order at 1:09 p.m Represent ati ves
MIllett, Lynn, Caman, and LeDoux were present at the call to
order. Representatives Foster and Kreiss-Tonkins arrived as the
neeting was in progress.

HIR 29- CALL FED. CONSTI TUTI ONAL CONV: TERM LI M TS

1:10: 01 PM

CHAI R LEDOUX announced that the first order of business would be
HOUSE JO NT RESOLUTION NO. 29, Requesting the United States
Congress to call a convention of the states to propose an
amendnent to the Constitution of the United States to set a
[imt on the nunber of terns that a person nay be elected as a
menber of the United States House of Representatives and as a
menber of the United States Senate; and urging the |egislatures
of the other 49 states to request the United States Congress to
call a convention of the states.

CHAI R LEDOUX advi sed that public testinony is closed, and asked
the commttee nenbers whether they had comments regarding the
resol ution.

1:10: 32 PM

REPRESENTATIVE M LLET noved to report HIR 29, |abeled 29-
LS1322\ A out of conmttee with individual recomendations and
t he acconpanying fiscal notes. There being no objection HB 29
passed out of the House Judiciary Standing Commttee.

1: 11: 08 PM
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The committee took an at-ease from1:11 p.m to 1:13 p. m

HB 194- AK SECURI TI ES ACT; PENALTIES; CRT. RULES

1: 13: 26 PM

CHAI R LEDOUX announced that the next order of business would be
HOUSE BILL NO 194, "An Act repealing and reenacting the Al aska

Securities Act, including provisions relating to exenpt
securities and transactions; relating to registration of
securities, firms, and agents that offer or sell securities and
investnment advice; relating to admnistrative, «civil, and

crimnal enforcement provisions, including restitution and civil
penalties for violations; allowng certain civil penalties to be
used for an investor training fund; establishing increased civil
penalties for harmng older Alaskans; retaining provisions
concerning corporations organized under the Al aska Native O ains
Settlement Act; amending Rules 4, 5, 54, 65, and 90, Al aska
Rul es of G vil Procedure; and providing for an effective date."

1: 13: 53 PM

KEVIN ANSELM Director, Division of Banking and Securities,
Department of Commerce, Community, and Econom c Devel opnent
(DCCED), advised that HB 194 is a conplete rewite of the Al aska
Securities Act based on the nodel act. She pointed out that
contained within each nenber packet is a white paper dated
4/ 5/ 16, a change summary, a sectional analysis, and a cross-wal k
bet ween the current and proposed laws. As a brief overview, she
provided that the Alaska Securities Act as proposed separates
the security statutes from the Alaska Native Cains Settlenent

Act ( ANCSA) st at ut es, to reduce confusion and inprove
understanding of both Acts, and the securities statutes are
being noved into AS 45.56. The bill also recognizes and

incorporates current securities industry ternms and standards.
It synthesizes with other states’ laws to make it easier for
busi nesses, entrepreneurs, and investors to wunderstand their

rights, responsibilities, and opportunities in Al aska. She
offered that Chair LeDoux added an anendnment to clarify
di sclosure requirenents in this section. It opens equity
crowdf undi ng opportunities to Alaskans, it deters investnent

scans using Al aska entities or harmng Al askans by increasing
civil penalties, and providing sonme of the resources from those
penalties for investors, consunmers, and entrepreneur education
as long as that is what the legislature would like to do.
Finally, she said, it enhances penalties against those who woul d
har m ol der Al askans.
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1: 15: 54 PM

M5. ANSELM paraphrased the sectional analysis as follows
[original punctuation provided]:

SECTIONS 1 — 14 (pp. 1-11) include the corresponding
changes to statutes that refer to former AS 45.55
provi sions that have been noved to AS 45. 56.

M5. ANSELM pointed out that the cross-walk outline gives a
poi nt - by- poi nt analysis, including the |egal backgrounds of each
item She continued as foll ows:

SECTIONS 15 - 24 (pp. 11-24) nodify AS 45.55 as
necessary to delete references to statutes that have
no bearing on the Alaska Native Cains Settlenent Act
corporations because of the enactnent of AS 45.56.

SECTI ON 25 (p. 14) Proposed new Chapter AS 45.56

Article 1. General Provisions (pp. 14-15)

Sec. 45. 56. 105. Securities regi stration
requirenment — sane as current |aw (AS 45.55.070).
Securities nmust be registered before offer or
sale unless federally covered or specifically
exenpt fromregistration

Article 2. Exenptions from Registration of
Securities (pp. 15-29)

Sec. 45.56.205. Exenpt securities — generally the
sanme as current law (AS 45.55.900(a)) with a few
additions including securities issued by an
i nsurance conpany; certain options, warrants and
rights that are not federal covered securities;
certain cooperatives and equi pnent trust
certificates.

Sec. 45.56.210. Exenpt transactions — simlar to
current law AS 45.55.900(b), reorganized wth
additions reflecting transactions allowed under
the Uniform Securities Act of 2002 (USA).

Sec. 45.56. 220. Smal | i ntrastate securities
offerings (referred to as “Crowdfunding”) Allows
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Al askans to invest up to $5,000 per person, per
offering, in an Al askan business. Businesses can
raise up to $1 mllion per offering and requires
a notice filing with the state and certain
i nvestor disclosures and protections.

1: 18: 22 PM

MS. ANSELM comrented that the followng is new, based upon the
Dodd- Frank Act, it prohibits persons who have been subject to
regul atory action or participated in certain crines from using
exenptions from the registration requirenent. Therefore, they
do not get to do the shortcuts and have to do full blown
registration that has all of the information regarding their
past transgressions.

Sec. 45.56.230. Disqualifier — prohibits persons
who have been subject to regulatory action or
participated in certain crimes from using
exenptions fromthe registration requirenent.

Sec. 45.56.240. Waiver and nodification broadens
the administrator’s authority to waive or change
requi renents or conditions for exenptions.

Sec. 45.56.250. Denial, suspension, revocation,
condition, or limtation of exenptions — sane as
current law, although the appeal rights and
hearing information is noved to Article 6.

1:19: 10 PM

M5. ANSELM expl ai ned that the Act is organized by sections so it
is easier for people to locate what they are |ooking for,
whet her a practitioner, an issuer of securities, or a consuner.

Article 3. Registration of Securities and Notice Filing of
Federal Covered Securities. (pp. 29-42)

No significant changes to registration provisions
from AS 45.55. Material changes are noted by
section.

Sec. 45. 56. 305. Securities registration by
coordination — registration statenment nust be on
file with the Administrator for 20 days unless
reduced by regulation. 10 days is the current
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requirenent. Ref erences to pronpt notice by
tel egram are del et ed.

Sec. 45. 56. 310. Securities regi stration by

qualification - adds a new requirenment that
regi strants disclose pending litigation that may
materially affect the issuer or litigation that

is knowmn to be contenplated but not yet fil ed.

Sec. 45.56.320. Securities registration filings —
allows the adm nistrator to set escrow tine by
regul ation or order for certain securities issued
to a pronoter or to other persons at a price
substantially less than the public offering
price.

Sec. 45.56.330. Notice filing of federal covered
securities — adds the inposition of fees for late
filings

1: 21: 10 PM

M5. ANSELM explained that these federal covered securities are
regul ated by the Securities Exchange Comm ssion, but there was
provision in the federal act that says the entity nust also |et
the state know that it is operating in their state. Currently,
she pointed out, the only way the state can affect an issuer
failing to file with the state is to issue a Cease and Desi st
O der. She described this as somewhat draconian in that the
Di vision of Banking and Securities would prefer the entity pay a
fee and if the entity has to pay a fee once or twice it won't be
| ate any longer. Ms. Ansel m continued:

Sec. 45.56.340. Viatical settlenent interests -
conbi nes current AS 45.55.120 and AS 45.55.905(c)
to explain the joint regul ation of t hese
interests by the Securities and |nsurance
st at ut es.

Sec. 45, 56. 350. Wi ver and nodi fi cation -
adm ni strator al l owed wai ver authorities are
consol i dat ed in this section i nst ead of
t hroughout the chapter.

Sec. 45. 56. 360. Deni al , suspensi on, and

revocation of securities registration - adds
requirenent to establish regulations explaining
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what conduct may be fraud upon purchasers;
unr easonabl e discounts, conpensati on, profits
(itncluding options, etc.) and ternms that are
unfair, unjust or inequitable.

Article 4. Br oker - deal ers, Agent s, | nvest nent
Advi sers, | nvest nent  Advi ser Representatives, and
Feder al Covered Investnent Advisers. (pp. 42-66)
covers the firm sal esperson, and adviser registration
(1'i censing) provisions are reorganized into one
article, making it nore wuser-friendly than current
| aw. Not abl e changes are |isted bel ow

Sec. 45. 56. 405. Br oker - deal er regi stration
requi renent and exenptions - includes a new
“snowbi rd exenpti on” to facilitate ongoing

br oker-custonmer relationships with custoners who
have established a second or other residence and
clarifies the nunber of transactions a broker-
dealer may effect annually (3) if not registered
in Al aska.

Sec. 45.56.410. Limted registration of Canadian
broker-dealers and agents - changed annual
renewal to Decenber 31 from Decenber 1 for easier
state and firm processing.

Sec. 45.56.420. Registration exenption for nmerger
and acquisition broker - this new provision
exenpts mnergers and acquisitions brokers from
registration (licensing) requi renents because
these transactions are typically between know ng
parties with adequate |egal counsel and scrutiny.
The exenption is not available if the broker
actually handles the securities exchanged in the
transaction or otherw se represents an issuer or
public shell company, or is subject to a
Securities and Exchange Comm ssion acti on.

Sec. 45.56.430. Agent registration requirenent

and exenptions - the rewite of this section
includes a statenent of the types of business
covered here instead of in a definitiona

section.

Sec. 45.56.435. Investnent adviser registration
requirenent and exenptions — includes a new
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“snowbi rd” exenption that mrrors the broker-
deal er exenption in Sec. 45.56.405.

Sec. 45.56.440. Investnent adviser representative
regi stration requirenent and exenptions - these
provi si ons mrror t he br oker - deal er agent
requirenents in Sec. 45.56.430.

Sec. 45. 56. 445. Feder al covered i nvest ment
advi ser notice filing requirenent — these
provisions are not separately stated in the
current | aw.

Sec. 45.56.450. Registration by broker-dealer,
agent, investnent adviser, and investnent adviser
representative — conbines provisions in current
statute and regul ations and extends the automatic
registration from 30 to 45 days wunless the
registration is denied.

Sec. 45. 56. 455. Successi on and change in
registration of br oker - deal er or i nvest ment
adviser — clarifies that an organi zati onal change
can generally be conpleted by anendnent instead
of a new registration (for instance a sole
proprietorship noving to a limted liability
conpany).

Sec. 45.56.460. Termnation of enploynent or
association of agent and investnent adviser
representative and transfer of enploynent or
association — requires the registrant file a
notification with the division. Alows for an
i mredi ate tenporary effective registration with a
new firm when there is no new disciplinary
i nformati on added.

Sec. 45.56.465. Wthdrawal of registration of
br oker-deal er, agent, investnent adviser, and
i nvestment adviser representative — extends the
effective date of registration withdrawal up to
60 days and allows a revocation proceeding to
commence within one year.

Sec. 45.56.470. Filing fees — are established and
may be paid through a designee by regul ation.
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1:26: 53 PM

M5. ANSELM explained that simlar to many industries across the
country there are now national data bases. One is the Central
Regi stration Depository for all of the broker-dealers and their
agents, and since the state has over 1200 broker-dealers and
over 92,000 sales persons it is helpful to have the national
registry since nost of those are |ocated out-of-state. She
offered that it is easier for them to apply and easier for the
state to manage. Ms. Ansel m conti nued:

Sec. 45.56.475. Post registration requirenents -
in addition to current requirenments, adds the
provi sion for continuing education by regul ation.

Sec. 45.56.480. Denial, revocation, suspension,
w thdrawal , restriction, condition, or limtation
of registration - in addition to ~current

provisions, allows the admnistrator to Dbar
registration and includes for actions taken by

ot her regul at ors. G vil penal ty for
registrants is i ncreased from $2,500-$10, 000 per
violation to up to $100, 000 per violation.
1:28: 01 PM

M5. ANSELM explained the first portion of Sec. 45.56.480 by
using the exanple that the discipline is that the entity cannot
be licensed in Al aska any longer, or in sone cases, ever. MVs.
Ansel m cont i nued:

Article 5. Fraud and Liabilities. (pp. 66-69)

Sec. 45.56.505. CGeneral fraud - sane as current
AS 45.55.010.

Sec. 45.56.510. Prohibited conduct in providing
investment advice - allows admnistrator to
define prohibited conduct by regulation.

Sec. 45.56.520. Msleading filings - same as
current AS 45.55. 160.

Sec. 45. 56. 530. M srepresentati ons concerning
registration or exenption — sanme content as AS
45.55. 170.
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Sec. 45.56.540. Evidentiary burden — sane content
as AS 45.55.900(c).

Sec. 45.56.550. Filing of sales and advertising
l[iterature — same content as AS 45.55. 150.

Sec. 45.56.560. Qualified immnity - registered
persons are not liable to other registered
per sons, under state defamation | aws, for
statements cont ai ned in di scl osure records
required to be filed with the admnistrator for
purposes of licensing and potential discipline.
This provision encourages full disclosure to the
adm ni strator.

Article 6. Admnistration and Judicial Review (pp.
69- 89)

Sec. 45. 56. 605. Adm nistration — adds a new

provision allowing the admnistrator to devel op
and inplenent investor education initiatives and
accept grants or donati ons for i nvest or
educati on.

1: 29: 46 PM

M5. ANSELM rel ated that there are many scans going on out
and not only does the state need to increase its enforc
activities and make it less profitable for firns to rip off

Al askans,

the state also needs to give tools to its investo

understand what is out there and what they need to watch

Currently,

there is nothing budgeted for that purpose.

Ansel m conti nued:

HOUSE JUD

Sec. 45.56.610. Adm nistrative files and opinions
— requires the admnistrator keep records
according to a retention schedule and outlines
publicly disclosabl e docunents.

Sec. 45.56.615. Public records; confidentiality —
clarifies and specifies record confidentiality.

Sec. 45.56.620. Uniformity and cooperation wth
ot her agenci es — expands opportunity  for
cooperation and sharing with governnental units,
regul atory or gani zati ons for col | aborati ve
efforts including regulation, enforcenment and
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coordination to reduce the burden of raising
capital by small business.

Sec. 45.56.625. Securities investor education and
training fund — creates a securities and investor

education and training fund within the general

fund to provide funds for investor education. 33%
of the noney received fromcivil penalties may be
used for investor education and training if so
appropriated by the |egislature.

Sec. 45.56.630. Service of process - sanme as
current AS 45.55. 980.

Sec. 45.56.635. Applicability of the chapter -
same as current AS 45.55. 980.

Sec. 45. 56. 640. Regul ati ons, f orns, orders,
interpretative opinions, and hearings — conbi nes
exi sting AS 45.55.950 and 45.55.970 and clarifies
that GAAP conpliant financial statenents may only
be required as allowed by federal |aw

Sec. 45.56.645. Investigations and subpoenas -
simlar to existing AS 45.55.910 and allows
br oader cooperation with other regul ators.

Sec. 45.56.650. Adm nistrative enforcenent — tine
period for a respondent to request a hearing
after an action is taken is extended from 15 days
to 30 days. Cvil penalties are increased from
$2,500 for a single violation and $25,000 for
multiple violations to a maxi mum of $100, 000 for
a single violation wth no cap for multiple
violations. If a victimis an “older person” (a
person over 60 years old), the respondent is
subject to treble damages. Restitution and actua

costs of investigation nay be ordered. The
adm nistrator may deny the wuse of securities
exenptions under Article 2 and registration
(l'icensing) exenptions under Article 4 if a
person violates the Act. The admnistrator may
petition the Superior Court to enforce a final

order and the Court may hold a person in contenpt
for violating an order of the admnistrator,

puni shable by up to $100,000 per violation, in
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addition to any admnistrative penalties that
were originally assessed.

Sec. 45. 56. 655. G vil enf or cenent - t he
adm nistrator may seek renedies such as asset
freezes, an order of rescission, restitution, and
civil penalties of up to $100,000 per violation

and all damages may be trebled if the victimis
an “ol der person” (person over 60 years of age).

Sec. 45. 56. 660. G vil liability — outlines
instances where the seller is Iliable to the
purchaser and potential remedies (actual danmages
including interest as determned by the court);
al so describes instances where the buyer may be
liable to the seller.

Sec. 45.56.665. Rescission offers — outlines the
rescission offer process, including a new
requi renent that the offeror nust denonstrate the
ability to pay and then actually pay as prom sed.

Sec. 45.56.670. Crimnal enforcement - know ng
violations of the Act and fraud are punishable as
class C felonies punishable under AS 12.55.125.
Unknowi ng violations are punishable as class A
m sdenmeanors and fine of not nore than $100, 000.
I ndividuals who alter or destroy evidence are
guilty of a class C felony and a fine of not nore
t he $500, 000 or bot h.

Sec. 45.56.675. Judicial review — appellants have
30 days to request review of a final order.

Article 7. M scel | aneous and Additi onal Gener al
Provi sions. (pp. 89-100)

Sec. 45. 56. 710. Rei mbur senent of expenses
incident to examnation or investigation - sane
as AS 45.55. 915.

Sec. 45.56.720. Electronic records and signatures
— facilitates filing of electronic records and
signatures. Consuners mnust consent and have the
option to w thdraw such consent.

HOUSE JUD COW TTEE - 15- April 4, 2016



Sec. 45.56.730. References to federal statutes -
a list of all federal statutes referenced in the
Act .

Sec. 45.56.740. References to federal agencies -
notes that a reference to an agency of the United
States is also a reference to a successor agency.

Sec. 45.56.900. Definitions.
- Updates federal citations
- New definitions include:
Di squalifier

Filing

Institutional investor (reflects federal
I aw)

| nsur ance conpany

| nsur ed

| nternational Banking Institution

O fer to purchase

A der person — a person that is age 60 or
ol der (from AS 47.65. 290(6))

Price anmendnent

Record

Sel f-regul atory organi zati on

Si gn

Sec. 45.56.995. Short title. This chapter may be
cited as the Al aska Securities Act.

SECTIONS 26 — 28 (pp. 101-105). Ctations are nodified
to reflect Chapter 45.56 in place of

Chapter 45.55 references; federal law citations
are updat ed.

SECTION 29 (p. 105) - Repeals statutes that are no
| onger needed in AS 45.55 because they do not apply to
Al aska Native Cains Settlenent Act corporation proxy
solicitations.

SECTION 30 (p. 105) - Amends indirect Court Rules
relating to changes in AS 45.56

SECTION 31 (pp. 105-106) — Allows the departnent to
adopt transition regul ations.

HOUSE JUD COW TTEE -16- April 4, 2016



SECTION 32 (pp. 106-107) — Amends the law to effect
transition and application of AS 45.55 for existing
proceedi ngs, existing rights and duti es.

SECTION 33 (p. 107) — Reviser’s instruction to renane
AS 45.55 to Alaska Native Cainms Settlenent Act
Corporations Proxy Solicitations and Initial |I|ssuance
of Stock.

SECTION 34 (p. 107) — Conditional effect of certain
provi sions upon constitutionally required vote of each
house.

SECTION 35 — July 1, 2016 effective date
1:37: 26 PM

M5. ANSELM nentioned that the Division of Banking and Securities
is not aware of any opposition to the bill, originally there
were concerns from the insurance industry that have been
resolved. A fiscal inpact is not expected, she noted, and there
may be some increased revenue with the enforcenent and civil
penalties being increased but it cannot predict enforcenent
actions with any certainty.

CHAI R LEDOUX asked whet her the nenbers understood the testinony
because if they didn't, M. Anselm gives an excellent tutorial
She noted that she heard the bill four tinmes in the House Labor
and Conmerce Standing Committee and suspected that M. Anselm
spent four to eight hours in her office just with Chair LeDoux.

M5. ANSELM conmented that it was her pleasure.
1:38:56 PM

REPRESENTATI VE CLAMAN asked Chair LeDoux her current thought as
far as plans for the bill.

CHAI R LEDOUX rel ated that the commttee certainly isn't going to
hold it for a few weeks, and it wll nove the bill at the
pl easure of the conmttee to give the nenbers an opportunity to
review the bill with Ms. Anselm

1: 39: 46 PM
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REPRESENTATI VE FOSTER asked what questions cane out of the House
Labor and Commerce Standing Conmittee that may be relevant for
t he House Judiciary Standing Commttee.

M5. ANSELM responded that there were a nunber of questions as to
why the state is increasing the civil penalties as nuch as it is
and, she said that primarily $25,000 does not appear to be rmnuch

of a deterrent. She then turned to the last page of the white
paper "13-1095-S Fortune Ol & Gas," and related that these
people recently canme from Texas and sold about $3.1 nillion

worth of worthless securities to Al askans, and to people outside
of Al aska. The | argest anobunt the state can tag that group is
$25,000 which is the cost of doing business if, in fact, they
elect to pay it. In this case they elected not to pay and the
division is going to court over it because it doesn't want them
to get away with those actions. Yes, she commented, there is an
opportunity for the claimnts, who are out a lot of noney, to
file against Fortune Ol & Gas and go through the court system
which, in this case, they are doing. She commented that the
state also has established broker-dealers conmng in, such as a
New York broker-dealer that ripped off [M. Burke], an elderly
hal i but fisherman in poor health because he answered his phone

to a cold call. The fishernman thought he was buying CDs in a
Canadi an bank and, in fact, he was buying junk bonds and | ost
approxi mately $17,000. Al though the division was able to

retrieve his loss through an agreenent with the broker-dealer,
but that broker-dealer could only be fined $25,000 for his
actions. The division is aware that activity was going on and,
in fact, it is so bad that that broker-dealer, as it was going
out - of - busi ness, apparently sent its cold call list out with the
representatives they were dism ssing. Interestingly, the
di vision received a telephone call from M. Burke advising that
another representative of another firm tried to sell him
sonething else, but it is only if the division can get out to
people and let them know to call the division that sone of it
can be stopped.

1:42: 30 PM

M5. ANSELM related that nost of the questions have revolved
around the high enforcenent penalties. She offered that the
division does negotiate a lot of the securities issues that it
finds. Some are inadvertent, sonme people didn't pay enough
attention to what they were doing in the securities laws and
made sonme m stakes. The division will usually consent those out
with a lower penalty and she doesn't expect that to change
because the division is not out for blood. Al t hough, the
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division it is out to get people that do not belong in the
industry in the State of Al aska out of Al aska.

1:42: 59 PM

CHAIR LEDOUX asked whether this increased the crimnal
penalties, the felony threshold change or anything of that
nat ur e.

M5. ANSELM deferred to the Departnent of Law.

1:43: 41 PM

RENEE WARDLAW Assistant Attorney GCeneral, Comercial and Fair

Busi ness Section, answered that the changes to the crimnal
penalties actually clarified sone of what the penalties would

actual ly do. She offered that her section does not do nuch
crimnal work currently but in the event it did want to take
crimnal enforcenent, the changes to this bill «clarify that
noti on. She noted that she had confirned that wth the

Department of Law s Legislation and Regul ations Section and it
is quite confortable in nmoving forward in that regard.

CHAIR LEDOUX referred to the word "clarify,” and related she is
trying to put it into the context of the crimnal law reform
bill, HB 205. She explained that that bill changes felony
threshold levels with the smart justice idea, and reiterated she
woul d i ke to know how this m ght gel wth HB 205.

M5. WARDLAW responded that it did not, in fact, increase any
sort of m sdeneanor penalties to go to felonies. She opi ned
that HB 205 does not, in any manner, conflict with the changes
proposed in HB 194.

1: 45: 47 PM

REPRESENTATI VE KREI SS-TOWKINS noted M. Anselm had nentioned
that some of this is notivated from work originating wth
Uni form Act. He asked whether she could highlight where this
| egislation diverts from Uniform Act recomendations, and what
are the Al aska specific provisions.

M5. ANSELM responded that nost of the Alaska's centric
provisions are related to the types of registration exenptions,
there are certain things for mnerals, oil & gas, and sone of
the fishing cooperatives. She said she wll highlight them
within the cross-wal k contained within the packets.
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CHAIR LEDOUX clarified that M. Anselm wll highlight the
provisions in this bill that differ from the Uniform bill for
this commttee.

MS. ANSELM agr eed.
1:47: 08 PM

REPRESENTATI VE KREI SS-TOWKINS referred to AS 45.56.655, Givil
Enf orcenent, and asked the notivation for treble danages for an
ol der person. He further asked whether there had been any
t hought of expanding that class for particularly vulnerable
citizens to disabled or nentally disabl ed people.

M5. ANSELM said yes, there is been a national push to do exactly
t hat . The division has not proposed anmendnents in that regard
but would be pleased with any anmendnment offered. She noted she
could provide the national nodel to the conmttee because it was
rel eased | ess than one nonth ago.

REPRESENTATI VE CLAMAN referred to the Uniform Act and asked how
many ot her states have adopted the Uniform Act at this point.

M5. ANSELM deferred to Kristy Naylor, D vision of Banking and
Securities.

1:49: 01 PM

KRI STY NAYLOR, Chief of Enforcenent and Securities, Division of
Banki ng and Securities, Departnent of Commrerce, Conmmunity, and
Econom ¢ Devel opnent (DCCED), advised that 26 states have
adopted the 2002 Uniform Act, and opined that it recently went
to 27 states when the State of Wonmng adopted it within the
| ast nont h.

REPRESENTATI VE CLAMAN referred to the issue of protections for
the elderly and disabled and asked whether it is sonething that
has now been approved by the Uniform Law Conmm ssi on or sonething
that is coming froma different group

M5. ANSELM responded that it is comng from the North Anmerican
Securities Admnistrators Association, an association with a
nunber of other organizations. No, she said, it has not gone
t hrough the nodel act process yet.
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REPRESENTATI VE CLAMAN asked whet her she knew whet her the Uniform
Law Conmission is actually looking at it, or whether it is too
early for themto get involved.

M5. ANSELM replied that she does not know.
CHAI R LEDOUX asked whet her she would be able to find out.

MS. ANSELM responded that she does not know the answer but wll
check.

1: 50: 30 PM

REPRESENTATI VE M LLETT asked whether this fraud is becom ng nore
prevalent in the state because noney is being put toward
educati on. She further asked whether the division is expecting
a larger reporting of people being fleeced.

M5. ANSELM responded yes, Alaska's per capita incone is high

therefore, Alaskans are automatic targets for a nunber of the
scanmer s. She pointed out that it is not only increasing in
Al aska, it is increasing everywhere and the aging population is
generally the population that has a few dollars and is concerned

about having those dollars last throughout a longer lifetine.
Unfortunately, people retire or get close to retirenent and are
afraid they will not have enough noney to live the long life
they now expect to live and take chances, which is where

education conmes in. People do not want to appear uninformed and
do not always want to question people as to their [fraudul ent]
notives or what the security really is, so the division wants to
give people tools to be able to respond, ask the right
guestions, and have the resources. The division offers
education on its website, it offers investor education prograns
in coordination with AARP with other divisions, the Securities
Exchange Commi ssion canme to Al aska and offered outreach, and the
di vision has been performng outreach as it can. She advi sed
that the division would like to dedicate nore resources to those
prograns and it only nakes sense to use sone of the nonies that
cone fromill-gotten gains to give back to the comunity.

1: 52: 32 PM

REPRESENTATI VE M LLETT asked the annual average collection of
f ees.

M5. ANSELM pointed to a docunent in the record and on the
division's website, which may not have been printed out for the
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menbers' packets, and described it as a nulti-colored docunent
that represents all of the securities actions that have been
taken from 2012 - present. She explained that a nunber of these
were done by consent and she is not including those in the fines
col | ect ed. The fines inposed not on a consent basis are
$525, 000, the potential i.e., not on a consent basis. Although
going to the new nmaxi mum would be over $7 mllion, and all of
these are the kinds of cases discussed with Fortune G| & Gas
and d obal . She offered that as part of potential restitution
out of that would be $3.4 mllion. Substantial noney could be
collected from these large firns that don't want to pay
attention to the correct manner of doi ng business, she said.

1:53: 55 PM

REPRESENTATI VE M LLETT surmised that Alaska is falling in line
wth the other states that have increased their penalties
upwards to $100, 000, and asked whether there is a national scale
of standard fines.

M5. ANSELM replied that she was unaware there was an actual
average she could quote because it does change, and many of the
states have different nmethods of accessing penalties. Alaska is
fairly straight forward, she commented, and sone states have a
nore conplicated schedul e. Al t hough, $100,000 appears to be a
medi um sort of fine, she said.

1:54: 43 PM

REPRESENTATI VE M LLETT pointed to her testinony regarding cold
calls and asked where people are obtaining the lists of Al aska's
seniors and vulnerable adults that nay have a bit of disposable
income and are trying to secure their future.

M5. ANSELM responded that people can buy the lists or buy |ead
generators, or people's nanmes get put on lists because they
signed up for sonething, or they went to a senmnar, or any of a
nunber of things, and the lists are then refined and sold to
ot her people in the business. She described it as the "seany
side of the securities business" and this has been around since
"blind emand rob em" such as Blinder, Robinson & Conpany. She
expl ained there were a nunber of firms in the md-to late 1980s
that did a lot of the cold calling and penny stock "punping and

dunpi ng. "
1:56: 04 PM
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CHAI R LEDOUX expressed concern regarding AS 45.56. 665 resci ssion
offers, and stated she was to be certain that sinply because a
rescission offer was made, and accepted, and the issuer actually
did what they promsed, that this doesn't w pe out any comon
law renedies possibly available in order to sue for fraud or
m srepresentati on or whatever. She asked M. Julius Brecht and
M . Robert Banks the sanme question.

REPRESENTATI VE CLAMAN asked the definition of a rescission
of fer.

1:57:18 PM

MS. ANSELM turned to the cross-wal k "Conparison of HB 194 CS N
to Existing Alaska Securities Act (AS 45.55)," page 92, Sec.
45.56. 665 and advised it outlines the rescission offer statute
and discusses rescission offers on the right-hand side of the
page. She explained that a rescission offer is basically an
offer to undue the wong that has been done; therefore, if
soneone buys a security and there was a problem wth that
security, the rescission offer conmes into play when the seller,
in this case, of the security says they wll give the buyer
their noney back if the securities are returned plus interest.
Basically then, there is no other provision the state can use to
go after anything else because the rescission offer takes care
of it. She advised that rescission offers come into play not
just if there is a security problem with the conpany, in that
nost often Alaska has seen rescission offers to correct the
title on a corporation. In other words, a corporation should
have registered the security with the division or sonehow the
di vision does not have a clean title of that security and the
entity cannot then sell it later, it is not eligible for nerger
and acquisition, and no one wants to touch the conpany until
it's been reorganized. Wth a rescission offer "you can clean
that title" which, she reiterated, is what rescission offers are
used for in Al aska.

M5. ANSELM turned to the bottom of page 2 of the white paper
"Alaska Securities Act CSHB 194/N, House Judiciary Commttee,
April 4, 2016," pointed to the "12085-S, Troy Stafford and
Patrick WIllians" and related that Troy Stafford offered
rescission to an investor who had invested $40,000 in one of his
projects, and M. Stafford agreed to nmake it right and he would
return the $40, 000. M. Stafford offered to nmake the
rescission, the rescission offer went through the division
because it vets those, and he never paid. That is why the |aw
changed that says not only does the entity have to offer it but
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they have to actually pay the person, otherwi se everything is
of f and the person is back to taking whatever civil action. The
division, in fact, took an order against M. Stafford and his
partner regardi ng them she said.

2: 00: 28 PM

M5. ANSELM returned to the white paper [page 92], and referred
to Sec. 45.56.660(m G vil Liability, which read as foll ows:

(m The rights and renedies provided by this
chapter are in addition to any other rights or
remedies that nmay exist, but this chapter does not
create a cause of action not specified in this section
or AS 45.56.475(e).

M5. ANSELM expl ained that comon law is not specified in this
section and comented that that is the primary question Chair
LeDoux posed. She noted that the division's practitioners may
clarify that further since they are out in the real business and
she is on the regulatory side.

2:01:16 PM

REPRESENTATI VE KREI SS-TOWKINS referred to [page 76 of the white
paper] Sec. 45.56.625 which read as foll ows:

The securities investor education and training fund is
created as a special fund in the general fund to
provi de f unds for t he pur pose specified in
45. 56. 605(d). The |legislature my appropriate 33
percent of the noney received by this state from civil
penalties wunder this <chapter into the fund for
securities investor education and training. Not hi ng
in this section exenpts noney deposited into the fund
for the requirenments of AS 37.07 (Executive Budget
Act) or dedicates noney for a specific purpose.

REPRESENTATI VE KREI SS- TOWKI NS asked whether changing penalties
and anticipated increased revenue over present wll increase
nore than 33 percent, thereby, creating a no net loss if nobney
was diverted into investor education.

2:01: 52 PM

M5. ANSELM agreed, and she pointed out that those are the
figures she gave earlier, where the difference between the fines
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the division issued on non-consent final orders were so
dramatically higher that the division does believe it would be
hi gher, such as 66 percent as opposed to the 33 percent. She
reiterated that 100 percent goes to the general fund and it is
only if the legislature decides to spend sonme of that for
i nvestor education, it would nerely be in a separate line and
only the legislature would have control over that. The division
woul d come then go the legislature each year and advise that it
would like to spend "this nuch" out of the investor education
area with the | egislature having control over the entire anount.

2:03:22 PM

JULIUS BRECHT, O Counsel, Law Ofices of Bankston, G onning and
O Hara, advised the committee of his |legal experience in that he
has been of counsel associated wth the Law O fices of Bankston

Gronning and O Hara since the beginning of 2015, prior to that
he was senior shareholder for over 30 years in another law firm
in Anchorage, past director of the Al aska D vision of Banking
and Securities, and prior to that was an assistant attorney
general with the Al aska Departnent of Law He offered that
subsequent to leaving the Alaska Division of Banking and
Securities at the end of 1980, he has been in private practice
in Anchorage concentrating on state and federal securities |aw,
corporate finance, financial institution |law, and business |aw
Wthin this practice he has represented clients before the
Securities and Exchange Conmm ssion, the National Association of
Securities Dealers, the Nasdag Stock Markets, and state
securities regulators including the Alaska Adm nistrator
Securities. In addition, he said he has advised persons on
i ssues relating to securities of ferings, br oker - deal er
i nvest ment advisor and agent issues before the Alaska Division
of Banking and Securities. He prefaced his coments on HB 194
by stating that these are solely his coments and not the
comments of the Law O fices of Bankston, Gonning and O Hara, he
sai d.

2:05:30 PM

MR. BRECHT expl ained that the Al aska Securities Act has served
the state and the Alaska investing public well through the
years. The current Act is based upon the Uniform Securities Act
of 1956, and when Al aska becanme a state in 1959 it was one of
the first states to adopt the nodel act. Subsequently, a nodest
anount of case law has been generated wth several Al aska
Suprene Court opinions along the way. In the nmeantine, the
Uni form Act has undergone several revisions, the nobst recent

HOUSE JUD COW TTEE -25- April 4, 2016



revi sion published by the National Conference of Com ssioners
on Uniform State Laws in 2002. As stated earlier, approximtely
27 other states have replaced their securities laws with the
2002 Act. The bill before this conmttee is legislation to
repeal and reenact the Al aska Securities Act in the form of the
2002 Uniform Act, and by replacing the Al aska Securities Act
with the 2002 Act Alaska will be able to stay in step with those

ot her states who have adopted the nodel act as well. That is

Alaska is a great place to live in mny ways, its beauty,
resources, and people; however, its securities market place is
rather nodest in size and developnent which neans that
opportunities to interpret its securities laws are limted. A

natural place to look for interpretation of |anguage in the
current Al aska Securities Act is to the securities |aws of other
states also subscribing to the 1956 Mbdel Act. Since nore
states are repealing and reenacting their securities |aws based
on the 2002 Model Act, Alaska will soon find itself in a smaller

and smaller base to seek out those interpretations. It is
therefore a reasonable step to seriously consider the 2002 Model
Act . He noted that in considering the Mdel Act, the real

strength of the nodel is to adopt it with as few changes as
possible so that one can look to other jurisdictions in
interpreting its terms. One exanple of this caution to
uniformty conmes up in the context of Sec. 45.56.660, civil
l[iability, in HB 194. It states that the rights and renedies
provi ded by the Chapter, nmeaning the Al aska Securities Act, are
in addition to any other rights or renedies that may exist. He
opined that the clear nmeaning of this subsection is that it is
suppl emental to any other rights or renedies that may exist. He
suggested that the way to enphasize this point may be through
creating a legislative history on the section. He noted that
while listening to other testinonies it occurred to himthat in
times past, the question of whether to use the Al aska Securities
Act as a neans for proving fraud or using comon |aw fraud woul d
come up fromtinme to tine when he was director of the Division
of Banking and Securities. He said he could not recall that the
concern was whether the Securities Act in sone way prevented
sonmeone from going in another direction, but rather why would
they ever want to go anyplace other than in the Al aska
Securities Act because proving fraud under the securities |aws
is easier, relatively speaking, to proving comon |aw fraud. He
t hen harkened back to his initial statenent that he believes the
| anguage is supplenmental to any other right that the person nmay
be able to seek out under Al aska |aw, he said.

2:09:54 PM
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CHAI R LEDOUX pointed to Sec. 45.56.665 and surmsed that if the
rescission offer is made and actually paid, that that precludes
an injured party from an action under Sec. 45.56.660, but does
not preclude any action they nay have under common | aw.

VR. BRECHT returned to the previous conmments regarding
rescission and offered that in his practice whenever there was a
violation of the Al aska Securities Act, typically in the context
of failure to register an offering, that rescission was a way to

satisfy that failure to register. Thereby, noving forward by
offering the existing investors the opportunity to opt out of
the investment and get their noney back plus interest. He

explained that the intent of that was to get beyond that
violation of the Alaska Securities Act nmoving forward,
typically, wth doing another offering that would either be
regi stered or pursuant to an exenption. In that context, the
resci ssion was treated as nore of a contract between the issuer
and the investors that they would waive their rights to any
further action against the issuer. He offered that that is one
line of thought, another are the provisions of Sec. 45.56.660(m
which on its face says that the provisions of this Act do not
prevent one from exercising other rights they m ght have at |aw.

2:12: 33 PM

CHAIR LEDOUX pointed to a scenario of soneone cold calling a
salnon fisherman who advises the caller that he is thinking
about buying Mcrosoft stock. The cold caller then convinces
the fisherman to instead buy the junk bond, and a couple of
weeks later Mcrosoft stock went up and the junk bond 1is

wor t hl ess. Chair LeDoux pointed out that giving the fisherman
the $10,000 through rescission he put into it does not
conpensate him for the damages he actually incurred. She

explained that if it hadn't been for the fraudulent cold
caller's advice, the fisherman would have bought the M crosoft
stock and rather than his investnent being worth $10,000, it nmay
have been worth $20,000. |In that scenario it does not appear as
t hough the fisherman necessarily needs to accept the rescission
offer to elimnate the liability under Sec. 45.56.660. She said
she wanted to be certain that any suit the fisherman has for
damages he incurred by not investing in Mcrosoft stock, that
they are not elimnated by this section.

2:15: 03 PM

MR. BRECHT offered that when he has been presented with a
rescission situation he would advise the client, in wanting to
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get a clean break here, that the investor waive all rights in
entering into that rescission.

CHAI R LEDOUX asked why the investor should waive all rights if

M. Brecht is trying to protect the investor. In the event he
was representing the cold caller he would obviously want themto
waive all rights, but it wouldn't be in the investor's best

interest to waive.

MR. BRECHT expl ained that he would be representing the issuer,
who had advised they had a problem with the division, and they
woul d go through a rescission offer process. Currently, there
is a clear statement in the statute where there is an exenption
to follow certain steps in the rescission. He offered that in
representing the issuer and trying to make the problem go away
is to try to get the investors, in return for getting their
nmoney back ...

2:16: 52 PM

CHAI R LEDOUX interjected that she does not want to represent the
i ssuer, but rather represent the investor.

MR. BRECHT responded that the investor would not enter into the
resci ssion.

CHAI R LEDOQUX opi ned that she nay be m ssing sonething that

MR. BRECHT interjected that there is no requirenment that an
investor enter into a rescission agreenment wth the issuer
because the investor can sinply sue the issuer, if they prefer.
CHAI R LEDOUX advi sed she woul d research this issue further
2:18: 05 PM

ROBERT BANKS, Attorney, Law Ofices of Sanuels, Yoelin, Kantor,
advi sed he has been a lawer for 34 years, and during the |ast

32 years has concentrated in securities litigation and
approximately 95 percent of the tine represented investors, and
then discussed his extensive experience and practice. He put
forth that he does not have any personal interest in this

proposed | egislation and no clients in Al aska, although 15 years
ago represented two fishernmen in Dutch Harbor that fell wvictim
to a securities scamof over $1 nmillion.
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MR. BANKS, in response to Chair LeDoux's previous question
regarding rescission offers, explained that in his experience
during the rare tines he has seen them it involves a seller who
acknow edges they did something wong. He related that he could
not imagine a situation where if he represented a client and a
rescission offer was made by an issuer who would actually pay
t he noney back, that he would not advise them to go ahead and
take that offer. He explained that the nane of the ganme once a
person has been scamed and he is representing an investor is to
try to get the noney back. While he appreciates the concern for
victinms, but in a case where soneone sold a junk bond and it was
m srepresented, there will not be a rescission offer because
those are not the types of people that make rescission offers.
Also, with regard to the hypothetical as a practical matter,
that it's not so easy to prevail on the second part of the case
involving the Mcrosoft stock because there nust be proof the
i nvestor was going to purchase on a particular day and sell on a
particular day, which is difficult. In that scenario and any
ot her scenario he can inmagine, he would advise his clients to
take the rescission and be thankful that they got their noney
back. He opined that nobst attorneys representing investors
woul d probably say the sane thing, he said.

2:22:36 PM

MR. BANKS pointed to the Uniform Act and agreed that it has been
enacted in approximtely 25 states, but these acts are drafted
by people who are thought to be the best and the brightest in
the industry. The drafters do seek input from all of the
various viewpoints before they do any drafting, they hold
heari ngs, and have neetings, and he noted that he was contacted
to offer his input with the 2002 Act. That Mdel Act has been
endorsed by the Anmerican Bar Association, New York Stock

Exchange, | nvestnent Council Association of America, North
American Securities Administrative Association, and many
different factions represented. He pointed out that it is

fairly well established and the body of cases are not huge, but
it is nice to be able to look to the case law of other states
whose judges are interpreting the very sane statute that is now
before Al aska's courts. Alaska doesn't have nany decisions and
it is helpful to have sonme idea about how these |laws are going
to be interpreted when there is a whole body of law from 25
different states rather than just one. He referred to his
witten testinony and stated that it is a great idea and he is
in favor of it and hopes it passes and becones | aw.

2:24: 45 PM
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REPRESENTATI VE CLAMAN referred to Chair LeDoux's hypothetical
wherein rather than the investor buying Mcrosoft stock, buys
the junk bond and after a short period of tine the $10,000 he
woul d have invested in the Mcrosoft stock is worth $20,000, and
surm sed that from the perspective of M. Banks, as an attorney
representing investors, would probably advise them to take the
resci ssion offer at $10,000 due to doubts the additional $10,000
could be coll ected. Representative C aman asked whether it is
his analysis of this bill that it still allows the conmon |aw
remedy but in the practical reality would advise his client to
take the rescission offer and be done.

2:25: 54 PM

MR. BANKS answered that he would, although if the dollars get
really big that would be a different question, but he tries to
advise his clients to do the safe course of action nost of the
tine. In the event they can get the noney back in the door it
is considered a success. He pointed out that it will cost the
investor nore noney to try to go for the other comon |aw
damages. Certainly if the issue was that the investor had to
either take the rescission or file a lawsuit, he would urge his
client to take the rescission offer.

2:26:39 PM

MR. BRECHT interjected that the rescission offer itself 1is
actually a lengthy process because a witten statenent and
financial statenments were required when he represented issuers
before the D vision of Banking and Securities for the State of
Al aska. He related that it is simlar to a registration and it
typically cones in the context of a client "sheepishly" telling
him that they didn't realize there was a securities clause in
Al aska and they want to make it right so they can go forward and
do anot her offering. In other words, he explained, the prem se
is that there is an entity that is not a bad guy, just perhaps
inattentive as far as the lay of the laws in Alaska and they
want to nove forward by nmeking a reasonable offer to the

investor to give the nobney back plus eight percent. In the
event the investor accepts then fine, if not the investor
remains as an investor in that particular transaction. A bad
actor likely will not make the rescission offer in the first

place, and will attenpt to scam soneone el se, he said.

2:28:42 PM
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MR. BANKS said he agrees with that statenment in that it's not
the bad guys meking the rescission offers, it is the people who
have nade a m stake and want to nake it right. The bad guys are
not willing to spend the anobunt of noney it take to do a
resci ssion offer which can be consi derable, he offered.

CHAIR LEDOUX reiterated that she wants to be certain that the
very fact that sonebody has made a rescission offer, and the
i nvestor decides to continue with common |aw renedies, that the
very existence of a rescission offer does not preclude those
common | aw renedi es. She opined that the testinony has been
that it doesn't, but she was not certain.

2: 30: 02 PM

MR. BRECHT responded that it depends upon the ternms of the
rescission offer because it is a contract wherein the investor
wai ves their rights. From his standpoint in representing an
i ssuer, he would try to get themto waive all rights relating to
this particular transaction in return for the investor's noney
back plus eight percent per annum

REPRESENTATI VE CLAMAN poi nted out that the question is not being
answered and he restated the question, if there is a rescission
offer on the table and the investor choses to reject that offer,
they have all of their common | aw renedi es.

MR. BRECHT agr eed.

REPRESENTATI VE CLAMAN surmi sed that the only reason the investor
would lose the comon law renedies is if they accepted the
of fer. Therefore, he said, if the investor chooses to decline
the offer, the investor has everything available through comon
| aw and Al aska St at ut es.

MR. BRECHT agreed, they are not obligated to accept the
resci ssion.

2:31:30 PM

CHAI R LEDOQUX opened public testinony.

2:31:49 PM

JULI ETTE  SHEPARD, Technol ogy Lead Devel opnment  Coordi nator

Fai r banks Econom ¢ Devel opnent Corporation (FEDC), advised that
she works with entrepreneurs and startups, and the Fairbanks
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Econom ¢ Devel opnent Corporation (FEDC) is the trustee for
(indisc.) loan which is a crowdfunded | oan program where | enders
make mcrofinance loans directly to borrowers in the United
States by the internet. She offered that FEDC supports HB 194,

to nodernize Al aska's securities laws for snall intra-state
crowdf undi ng investnent opportunities that would permt Al aska
residents to invest in Al aska businesses. She noted that the

FEDC requests that the legislature consider increasing the
maxi mum per person offering and making it closer in alignnment
wi th what was proposed in SB 126

2:33: 09 PM

CHAI R LEDOUX asked Ms. Shepard to point to the page and section
she was di scussi ng.

M5. SHEPARD advi sed that she does not have HB 194 because she is
calling in renotely and is away from her office. She said the
section she cited is fromthe letter of support submtted from
the North Anmerican Securities Admnistration, outlined in the
second half of paragraph five, which identifies the per person
of fering at $5, 000.

MR. BRECHT advised that it is Sec. 45.56.220, Small intrastate
securities offerings, page 26.

2:35:10 PM

CHAI R LEDOUX asked Ms. Shepard to explain where in the section
[ pages 26-29] she is discussing.

M5. SHEPARD advised that she was referencing the dollar anount
per person be as flexible as possible with a maxi num anount
closer to the $7,500 proposed in SB 126, thereby, allow ng
opportunities for individuals to contribute nore fully.

2:35:39 PM

M5. NAYLOR interjected that Ms. Shepard is referencing page 27,
lines 12-14, and the $5,000 limt.

REPRESENTATI VE CLAMAN asked whether it was the testifier's
suggestion that anmount on line 12, should be increased from
$5, 000 to $7, 500.

MS. SHEPARD offered that it be considered to be increased as
previ ously proposed.
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REPRESENTATI VE CLAMAN asked whet her the $5,000 anpbunt is con ng
fromthe nodel act, or from sonewhere el se.

M5. NAYLOR responded that the nodel used was from the State of
Al abama as there is no nodel act |anguage from the Uniform
Securities Act relating to crowdfunding because crowdfunding is
roughly two years old so they nodeled their proposal after
anot her state and its sinple approach.

2:37:13 PM

CHAIR LEDOUX asked whether the Division of Banking and
Securities has thoughts about anending the bill to read $7,500
rat her than $5, 000.

M5. NAYLOR responded that the Division of Banking and Securities
| eaves that decision to the discretion of the commttee as it
does not take a position on the anmount.

2:38: 09 PM

CHAIR LEDOUX offered that this is something to think about and
the bill wll be held over. After ascertaining that no one
wi shed to testify, closed public testinony.

[ HB 194 was hel d over.]

2:39:17 PM

The commttee took an at-ease from2:39 p.m to 2:44 p.m

HB 317- FORFEI TURE: NO CIVIL IN REM ONLY CRI M NAL

2:44:56 PM

CHAI R LEDOUX announced that the final order of business would be
HOUSE BILL NO. 317, "An Act relating to forfeiture to the state;
relating to crimnal |aw, anmending Rules 3, 4, 11, 12, 16, 32,
32.2, 32.3, 39, 39.1, and 42, Aaska Rules of Crimnal
Procedure, Rules 501, 801, and 803, Alaska Rules of Evidence,
and Rules 202, 209, and 217, Alaska Rules of Appellate
Procedure; and providing for an effective date."

2:45:17 PM
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REPRESENTATI VE LYNN noved to adopt HB 317, |abeled 29-LS1380\H,
Wal | ace/ Martin, 4/4/16, as the working docunent. There being no
obj ection, Version H was before the conmmttee.

2:45: 43 PM

BARBARA BARNES, Staff, Representative Tanmie W]Ison, Al aska
State Legislature, advised that

Section 1. AS 09.55 is anended by adding a new section

to read:
Article 10. Cvil in remForfeiture
Sec. 09.55.700. In rem civil forfeiture actions
abol i shed. Common law civil in remforfeiture actions

are abol i shed.
Sec. 2. This Act takes effect July 1, 2016.

M5. BARNES explained that all of the sections have been del eted
and the Departnent of Law is in agreenment with this change in
that the commttee substitute will elimnate any fiscal note.

REPRESENTATI VE KREI SS- TOWKI NS commented he has never seen such
an elegant conmttee substitute in its sinplicity.

2:47:32 PM

JOHN  SKI DMORE, Di rector, Legal Services Section, Crimnal
Division, Departnment of Law (DOL), pointed to his previous
testinony and offered that civil in rem forfeiture is not
something the crimnal division has used and he had approved
adjusting the crimnal division's fiscal note to zero, and he
supports what has been otherw se presented. He comented that
DOL is willing and interested in working with Representative
Wlson and any other nenber of the House Judiciary Standing
Commttee to consolidate and put crimnal forfeiture in cases in
one location in the Crimnal Code, and he appreciates
Representative WIlson's willingness to work with DOC over the
interim

2:49: 18 PM
REPRESENTATI VE CLAMAN surm sed that within the |egislature there

is real interest in making crimnal forfeiture clearer, sinpler,
and meking the process understandable. He commented that it
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sounds like DOL is ready, willing and able to work in that
process.

MR. SKIDMORE agreed that the process can be cleaned up, and DOL
is commtted to working on that process.

2:50: 13 PM
CHAI R LEDOUX opined that this bill is in good form for the end
of this session. She pointed out that she still has real

problens with the idea that sonmeone's property could be seized
prior to a conviction of gqguilt, but there is next session to
consi der that.

2:51: 06 PM

REPRESENTATIVE LYNN noved to report CSHB 317, |abeled 29-
LS1380\ H, Val | ace/ Martin, 4/ 4] 16, out of committee with
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 317(JUD) passed from the House
Judi ci ary Standing Conmitt ee.

2:51:48 PM

ADJ QURNVENT

There being no further business before the commttee, the House
Judiciary Standing Conmttee neeting was adjourned at 2:51 p. m
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