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"An Act repealing the Wrkers' Conpensation Appeals Comr ssion

relating to decisions and orders of the Al aska Wrkers'
Conpensation Board; relating to superior court jurisdiction over
appeals from Al aska Wrkers' Conpensation Board decisions and
orders; repealing Rules 201.1, 401.1, and 501.1, Al aska Rul es of
Appel l ate Procedure, and anending Rules 202(a), 204(a) - (c),
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Act; anending Rules 4, 5, 54, 65, and 90, Alaska Rules of Cvi
Procedure; and providing for an effective date."
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HEI DI DRYGAS, Comnmi ssi oner

Depart ment of Labor & Workforce Devel opnent

Juneau, Al aska

POSI TI ON  STATEMENT: Stated that the Departnment of Labor &
Wor kf orce Devel opment is in support of HB 214, and answered
guesti ons.

ANDREW HEMENWAY, Chair

Wor kers' Conpensation Appeal s Conm ssi on

Di vision of Wrkers' Conpensation

Depart ment of Labor & Workforce Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
214,

NANCY MEADE, Ceneral Counse

Ofice of the Adm nistrative Director

Al aska Court System

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions during the hearing on HB
214.

KEVI N ANSELM Director

Di vision of Banking and Securities

Depart ment of Comrerce, Conmunity & Economi c Devel opnent

Anchor age, Al aska

PCSI TI ON  STATEMENT: Summari zed the changes from current |aw
proposed in HB 194.

ACTI ON NARRATI VE
3:21:12 PM

CHAIR KURT COLSON called the House Labor and Commrerce Standing
Commttee neeting to order at 3:21 p.m Representatives O son
Colver, Tilton, Kito, Josephson, Hughes, and LeDoux were present
at the call to order.

HB 214- REPEAL WORKERS' COWP APPEALS COW SSI ON

3:21:41 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 214, "An Act repealing the Wrkers' Conpensation
Appeal s Conmmi ssion; relating to decisions and orders of the
Al aska Workers' Conpensation Board; relating to superior court
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jurisdiction over appeals from Al aska W rkers' Conpensation
Board decisions and orders; repealing Rules 201.1, 401.1, and
501.1, Alaska Rules of Appellate Procedure, and anending Rul es
202(a), 204(a) - (c), 210(e), 508(g), 601(b), 602, and 603,
Al aska Rules of Appellate Procedure; and providing for an
effective date."

3:21: 52 PM

LAURA STIDOLPH, Staff to Representative O son, inforned the
commttee HB 214 would repeal the Wrker's Conpensation Appeals
Comm ssi on. The commi ssion was established in 2005 to expedite
the worker's conpensation appeals process; however, during the
past decade the commssion has had a 50 percent decision
reversal rate, and the bill has been requested by the
conmm ssi oner of the Departnment of Labor & Workforce Devel opnment
(DLWD). She asked for the adoption of proposed Version E which
was provided in the committee packet.

3:23: 06 PM

REPRESENTATI VE HUGHES nobved to adopt the proposed committee
substitute (CS) for HB 214, Version 29-LS0854\E, Wall ace,
2/ 24/ 16, as the working docunent.

CHAI R OLSON obj ected for the purpose of discussion.
3:23:29 PM

HEI DI DRYGAS, Conmi ssioner, Departnment of Labor & W rkforce
Devel opnent, said DLWD is in support of repealing the Wrkers'
Conpensation Appeals Conmssion and returning the appeals
process to the courts. The commi ssion was created to provide
expertise in Wrkers' Conpensati on cases, but since its
inception, nearly 50 percent of its decisions appealed to the
Al aska Suprene Court have been reversed. The comm ssion serves
as an appellant court, but is conprised of |ay conm ssioners and
al though they are dedicated, they do not have the necessary
| egal training. She has |earned that the conm ssioners
contribute little to the legal analysis required, thus the
chairman nust resolve legal issues and wite the commission's
deci sions; therefore, the decisions are not the work of a pane
with legal expertise and experience in Wrkers' Conpensation,
which was the intent of the |egislation. The bill would have
mnimal inpact on the public, and subsequent appeals would be
referred to the superior court as prior to 2005. The increase
in cases to the court system is estimted at 20-30 cases
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statewide per year, which would be absorbed into the court
system

REPRESENTATIVE HUGHES inquired as to the inpetus for the
creation of the conm ssion.

COWM SSI ONER DRYGAS expl ained that the court system was slow
[ processing appeals] and it was expected that the comm ssion
woul d be faster. However, the commission is not significantly
nore efficient, and accrues costs of approximtely $400,000.
In response to Representative Hughes, she clarified that the
cost of the comm ssion is $439, 600 per year.

REPRESENTATI VE LEDOUX asked whether the commssion primarily
decides in favor of workers or enployers.

COW SSI ONER DRYGAS said she did not have that information.
3:28: 14 PM

REPRESENTATI VE LEDOUX recalled that in 2005 the admnistration
t hought that the courts were too worker-friendly, and the intent
was that the conm ssion would not be as worker-friendly.

COW SSI ONER DRYGAS said her frustration with the process is
that an adm nistrative decision is appealed to the Wrkers'
Conmpensation Board, and then to another adm nistrative agency,
which is a "double layer that doesn't make a whole |ot of sense

and the way that the Wrkers' Conpensati on Appeal s
Comm ssion is set up right now, it is, it is essentially
dysfunctional ."

REPRESENTATI VE KI TO asked for the nunber of appeals submtted
from the board to the comm ssion per year. He clarified that
his question related to the nunber of cases that would go to the
superior court if the conmm ssion was elimnated.

COWM SSI ONER DRYGAS said over the course of 10 years, 342
deci sions have been appealed to the comm ssion; of those, 219
resulted in decisions, and 97 were appealed to the Al aska
Suprene Court.

REPRESENTATIVE KITO surmsed that the state would not save
$439, 000, because there would be a cost to the court system

COMM SSI ONER DRYGAS deferred to the court system

HOUSE L&C COW TTEE - 5- March 14, 2016



REPRESENTATI VE COLVER asked for a description of the process
bef ore 2005, and after 2005.

COMM SSI ONER DRYGAS stated that a Wrkers' Conpensation hearing
officer renders a decision, and either party can appeal to the
Wor kers' Conpensation Board, whose nenbers are appointed by the

governor and confirnmed by the |[|egislature. Before 2005, a
decision from the board could be appealed to the superior court,
then to the Al aska Suprenme Court. Currently, an appeal after a

deci sion by the board goes to the appeals conm ssion, bypassing
t he superior court, and then to the Al aska Suprene Court.

REPRESENTATI VE LEDOUX, referred to before 2005 and asked
whet her a decision fromthe board was for an appeal "as of right
to the superior court, or was it discretionary."

3:35:11 PM

ANDREW  HEMENWAY, Chair, Wor ker s’ Conpensati on Appeal s
Comm ssion, Division of Wrkers' Conpensation, Anchorage Ofice,
Department of Labor & Wbrkforce Devel opnent, advised that both
before 2005 when the superior court heard appeals, and under
current |law, when appealing to the Wrkers' Conpensation Appeal s
Commssion it is an appeal "as of right,” and is not
di scretionary. He noted that the superior court was required to
hear the appeal, as is the W irkers' Conpensation Appeals
Comm ssion. Simlarly, he said, the appeal to the Suprene Court
was an appeal "as of right." Therefore, he offered, there is no
change in ternms of the appellant's right to get a hearing.

REPRESENTATI VE LEDOUX questioned whether the appeal courts
address findings of fact, or rely wupon the rulings of the
previous entity.

MR. HEMENWAY said there is no change in that regard; the
superior court was required to defer to the factual findings of
t he board, and the comm ssion is as well.

REPRESENTATI VE LEDOUX understood that the appeals conmm ssion -
conposed of nenbers who are not |lawers - has the responsibility
for maki ng | egal decisions.

MR. HEMENWAY said correct, although the comm ssion chair is
required to be an attorney. He added that the proposed original
legislation called for three attorney nenbers on the conmm ssion,
but the |egislature changed the conposition of the comm ssion to
match that of the board.
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3:38:39 PM

MS. STIDOLPH paraphrased from the follow ng sectiona
of the proposed committee substitute for HB 214,
[original punctuation provided]:

Section 1. Amends AS 23.30.005 by adding

anal ysi s
Version E
new

subsection to read: The board, in its admnistrative

capacity, shall nmake available the decisions

and

orders of the board and the forner Wor ker s’
Conpensati on Appeal s Conmi ssion. Decisions and orders
of the fornmer Workers’ Conpensation Appeals Conm ssion
are final and concl usive unless appealed to the Al aska
Suprene Court and shall stand instead of the order of
the board from which review was taken. Unless reversed
by the Alaska Suprene Court, decisions of the forner

Wrkers’ Conpensation Appeals Comm ssion have the
force of |egal precedent.

Section 2. AS 23.30.107(b) removes | anguage
referencing the Conm ssion.

Section 3. AS. 23. 30. 108(d) removes | anguage

referencing the Conm ssion.

Section 4. AS 23.30.108 (e) removes | anguage

referenci ng the Conm ssi on.

Section 5. AS 23.30 is anended by adding a new section
to read: A decision or order of the board becones
effective when filed in the office of the board under

AS 23.30.110 and becomes final when a party fil

es a

petition, or a notice of appeal. Final order is not
subject to judicial review A director nay intervene.
A court shall award a successful party reasonable

costs.

Section 6. AS 23.30.155(f) renpves statutory reference
to the powers and duties of the Comm ssion and adds a

reference to the board in AS 23.30. 126

Section 7. AS 39.50.200(b)(31) is anended to renobve
| anguage defining the W rkers’ Conpensation Appeals

Conmi ssi on.
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Section 8. Repeal Rules 201.1, 401.1, and 501.1
Al aska Rul es of Appellate Procedure.

Section 9. Repeals statutes referencing the creation,
appoi ntment of nenbers, jurisdiction, powers and
duties of the comm ssion, powers and duties of the
chair  of the comm ssion, adm nistrative review,
appeals to the conm ssions, conmm ssion proceedings,
appoi ntment of the nmenbers through OAH, appointnent of
t he chair.

Section 10. Changes the Alaska Rules of Appellate
Procedure by providing that appeals from the Al aska
Workers’ Conpensation Board can be brought in the
superior court.

Section 11. The W rkers’ Conp Appeals Conm ssion
continues to function as they presently are until
Decenber 1, 2016.

Section 12. Transitional Provisions — for appeals not
conpl eted before Decenber 2nd shall be automatically
transferred to the superior court. Appeals seeking
review of Wrkers’ Conp Board decisions that haven't
been filed before May 31, 2016 nust be filed in the
superior court before June 1, 2016. Before June 1,
2016 a party may file for review by the workers conp
appeals comm ssion, after June 1, 2016 a party files
for review in the superior court. Before Novenber 1,
2016 a party may request reconsideration of a Wrkers’
Conpensati on Appeal s Commi ssi on deci si on. After
Novenber 1, 2016 a party may file an appeal with the
Al aska Suprene Court.

Section 13. Terns out conmm ssioners on February 2,
2017.

Section 14. Conditional effect: this Act takes effect
only if secs. 8 and 10 of this Act receive a 2/3
majority vote of each house required by art. 1V, sec.
15, Constitution of the State of Al aska.

Section 15. Effective date of June 1, 2016.

3:43: 22 PM
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REPRESENTATI VE COLVER referred to the chart entitled, "Al aska

Workers' Conpensation Appeals Conmm ssion,”™ provided in the
commttee packet. He requested a brief abstract describing
types of appeal issues, possible trends, nmedical issues,
di sability conpensation, and decisions or resolutions that would
provide a "thunbnail sketch of what's going on."™ H's experience

is that worker's conpensation cases can be difficult to resol ve.

CHAIR OLSON pointed out t hat the | ast columm on the
af orenenti oned chart indicated 50 percent to 75 percent of the
cases going to the Al aska Supreme Court were unchanged.

REPRESENTATI VE LEDOUX asked for clarification of the chart.
3:46: 43 PM

MR, HEMENWAY expl ai ned that the Al aska Suprene Court nmay dism ss
a case for several reasons, such as late filing or a settlenent.
Al so, a case can be remanded to the lower court if there are
guestions, and vacated when |aws have changed; these are
exanpl es of when the court disposes of a case, but does not nake
a decision on whether the appeals commi ssion was correct, and
the case can nmke a reappearance. Affirmed, reversed, and
affirmed in part/reversed in part are cases in which the court
has issued a decision that addresses the nerits of the appeals
conmi ssi on' s deci si on.

REPRESENTATI VE JOSEPHSON suggested that the Al aska Supreme Court
woul d hear all of the cases eventually, unless they are affected
by the statute of limtations.

MR. HEMENWAY sai d:

| wouldn't necessarily say that's the case. ... Mbst
of the cases that are dismissed, |I'm sure well over
hal f, are dism ssed because the parties have settl ed.

Sonetimes it mght be that there's sone, sone
grounds on which the court shouldn't hear it, but a
di sm ssal for reasons other than ... the parties have
settled, is, is [a] relatively small nunmber of cases.
The cases that are remanded or vacated, they're kind
of all over the place ...

3:50: 50 PM

NANCY MEADE, General Counsel, Ofice of the Admnistrative
Director, Al aska Court System advised that she has been working
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with the bill sponsor who has incorporated sone of her
suggestions in the proposed commttee substitute. Ms. Meade
said the court systemis neutral on the bill, and wll inplenent
it upon passage. The court system s concerns are related to the
wording of the bill, so that the case law and interpretation
would easily transfer to the court system Al so, the court
system seeks to ensure that the cases are transferred in a form
conformng to the rules of the appellate court.

REPRESENTATI VE KI TO asked M. Henmenway whether the ten pending
cases indicated on the chart are recent.

MR. HEMENWAY answered that the nunber of cases pending are: one
from 2011, one from 2013, two from 2014, and six from 2015.

REPRESENTATI VE COLVER asked Ms. Meade to conment on how appeal s
cases affect the workl oad of the Al aska Suprene Court.

M5. MEADE responded that an average of 33 cases per year could

be absorbed by the superior court. Further, 10-15 cases could
be handled by the Al aska Supreme Court in the course of its
normal business, w thout adverse effects. In further response

to Representative Colver, she explained that in 2005, there was
a perceived lack of consistency in workers' conpensation
deci sions fromthe superior court. |In order to set precedent, a
case would have to go to the Alaska Suprene Court because its
deci si ons bound the superior court and the board. One basis for
the change was the concept that noving to an expert comm Ssion
within DLWD would establish that its decisions would bind the
departnment, but the nunber of cases that were appealed after
2005 did not change. Therefore, the workload of the Al aska
Suprene Court would be not affected, but the workload of the
superior court judges would increase with difficult and conpl ex
cases.

3:59: 05 PM

REPRESENTATI VE HUGHES questi oned whet her the nunber of cases can
be seasonal

M5. MEADE said no. The bill phases-in the cases comng to the
court fromthe comm ssion during a certain period of tinmne.

REPRESENTATI VE HUGHES observed that the nunber of cases before
the Al aska Suprene Court rose beginning in 2011, and questioned
why the ratio of appeals also increased beginning in 2010 and
2011.
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MS. MEADE said she was unsure why nore cases were appeal ed.
COWMM SSI ONER DRYGAS deferred to M. Henenway.

MR. HEMENWAY noted that from 2005 to 2010, a higher nunber of
cases were appealed and decisions published; after 2010, there
was a decrease in the nunber of decisions published.

REPRESENTATI VE HUGHES rest ated her questi on.

MR. HEMENWAY observed that there was a new comm ssion chair
appointed in 2010.

4:04: 23 PM

CHAIR (OLSON opened public testinony on HB 214. After
ascertaining that no one wshed to testify, Chair dson
announced that public testinony would remai n open.

[ HB 214 was hel d over.]

4:04: 54 PM

The conmttee took an at ease from4:04 p.m to 4:07 p. m

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

4:07:16 PM

CHAI R CLSON 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, firnms, and agents that offer or sell securities and
investnment advice; relating to admnistrative, «civil, and
crimnal enforcenment 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 harmng older Alaskans; retaining provisions
concerning corporations organi zed under the Al aska Native C ains
Settlenment Act; anending Rules 4, 5, 54, 65,  and 90, Al aska
Rul es of Civil Procedure; and providing for an effective date.”

4:07: 53 PM
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REPRESENTATI VE HUGHES noved to adopt the proposed comittee
substitute (CS) for HB 194, |abeled 29-CGH1060\E, Bannister,
3/11/16 as the working docunent. There being no objection,
Version E was before the conmittee.

4:08:12 PM

KEVIN ANSELM Director, Division of Banking and Securities,
Anchorage O fice, Departnment of Comrerce, Conmmunity & Econom c
Devel opnent, said she would di scuss the changes to HB 194.

4:09:54 PM
The commttee took an at ease from4:09 p.m to 4:10 p. m
4:10: 49 PM

M5. ANSELM paraphrased from the following brief sectional
analysis for the proposed CS for HB 194, Version E [original
punct uati on 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.

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 registration requirenment -
same as current |law (AS 45.55.070). Securities nust be
registered before offer or sale wunless federally
covered or specifically exenpt fromregistration

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

Sec. 45.56.205. Exenpt securities — generally the sane
as current law (AS 45.55.900(a)) with a few additions
including securities issued by an insurance conpany;
certain options, warrants and rights that are not
federal covered securities; certain cooperatives and
equi pnment trust certificates.
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Sec. 45.56.210. Exenpt transactions - simlar to
current law AS  45.55.900(b), reor gani zed W th
additions reflecting transactions allowed under the
Uni form Securities Act of 2002 (USA).

Sec. 45.56.220. Small intrastate securities offerings
(referred to as “Crowdfunding”) Allows Alaskans 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 investor disclosures and
protections. Sec. 45.56.230. Disqualifier — prohibits
persons who have been subject to regulatory action or
participated in certain <crimes from wusing the
avai |l abl e exenptions from t he regi stration
requirenent.

Sec. 45.56.240. Waiver and nodification — broadens the
adm nistrator’s authority to wai ve or change
requi renents or conditions for exenptions.

Sec. 45. 56. 250. Deni al , suspensi on, revocati on,
condi ti on, or limtation of exenptions - sane,
al though the appeal rights and hearing information is
noved to Article 6

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 regi stration by
coordination — registration statenent nust be on file
wth the Adm nistrator for 20 days unless reduced by
regul ati on. 10 days 1is the current 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 filers
di sclose pending litigation that materially affects
the issuer or litigation that 1is known to be

contenpl at ed by governmental authorities.

Sec. 45.56.320. Securities registration filings -
allows the administrator to set escrow tinme by
regul ation or order for certain securities issued to a
pronoter or to other persons at a price substantially
| ess than the public offering price.

Sec. 45.56.330. Notice filing of federal covered
securities — allows inposition of |ate fees.

Sec. 45. 56. 340. Vi ati cal settl enent interests -
conbines current AS 45.55.120 and AS 45.55.905(c) to
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explain the joint regulation of these interests by the
Securities and |Insurance statutes. Sec. 45.56.350.
Wai ver and nodification — admnistrator allowed wai ver
authorities consolidated from ot her sections.

Sec. 45.56.360. Denial, suspension, and revocation of

securities regi stration — adds requi r enent to
establish regulations explaining what conduct my be
fraud upon pur chasers; unr easonabl e di scount s,

conpensation, profits (including options, etc.) and
terms that are unfair, unjust or inequitable.

Article 4. Br oker - deal ers, Agent s, | nvest nent
Advi sers, | nvest nent  Advi ser Representatives, and
Federal Covered |Investnent Advisers. (pp. 42-66)

Firm sal esperson, and advi ser 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. Broker-dealer registration requirenent
and exenptions — includes a new “snowbird exenption”
to facilitate ongoing broker-custoner relationships
with custonmers who have established a second or other
residence and clarifies the nunber of transactions a
br oker - deal er may  effect annually  (3) i f not
regi stered in Al aska.

Sec. 45.56. 410. Limted registration of Canadian
br oker-deal ers and agents - changed annual renewal to
Decenber 31 from Decenber 1.

Sec. 45.56.420. Registration exenption for nerger and
acquisition broker — this new provision exenpts
mergers and acquisitions brokers from registration
(licensing) requirenments because these transactions
are typically between knowing parties wth 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 conpany, or is
subject to Securities and Exchange Comm ssion action.
Sec. 45.56.430. Agent registration requirenment and
exenptions — the rewite of this section includes a
statenent of the types of business covered here
instead of in a definitional section.

Sec. 45. 56. 435. | nvest ment advi ser registration
requi renent and exenptions — includes a new “snowbird”
exenption that nmatches the broker-deal er exenption in
Sec. 45.56. 405.
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Sec. 45. 56. 440. | nvestnent  adviser representative

regi stration requirenent and exenptions — these
provisions mrror the broker-dealer agents in Sec.
45. 56. 430.

Sec. 45.56.445. Federal covered investnent adviser
notice filing requirement — these provisions are not

separately stated in the current |aw.

Sec. 45.56.450. Registration by broker-deal er, agent,
i nvest ment advi ser, and I nvest ment advi ser
representative — conbines provisions in current
statute and regulations and extends the automatic
registration from 30 to 45 days unl ess the
registration is denied.

Sec. 45.56.455. Succession and change in registration
of broker-dealer or investnent adviser - clarifies
that an organizational change can generally be
conpleted by anmendnent instead of a new registration
(for instance a sole proprietorship noving to a
l[imted liability conpany).

Sec. 45. 56. 460. Term nati on of enpl oynent or
associ ation of agent and i nvest ment advi ser
representative and transfer of enpl oynment or
association — requires the registrant file a
notification wth the division. Allows for an

i medi ate tenporary effective registration with a new
firm when there is no new disciplinary information

added.
Sec. 45.56.465. Wthdrawal of registration of broker-
deal er, agent, investnment adviser, and investnent

advi ser representative — extends the effective date of
registration withdrawal up to 60 days and allows a
revocati on proceeding to comrence within one year.

Sec. 45.56.470. Filing fees — are established and may
be paid through a designee by regul ation.

Sec. 45.56. 475. Post registration requirenents -

al | ows est abl i shing cont i nui ng educati on by
regul ati on.

Sec. 45. 56. 480. Deni al , revocati on, suspensi on,
w thdrawal , restriction, condition, or limtation of
registration - in addition to current provisions,

allows the admnistrator to bar registration and
includes actions taken by other regulators. Guvil
penalty for registrants is increased from $2,500-
$10, 000 per violation to up to $100, 000 per violation.

Article 5. Fraud and Liabilities. (pp. 66-69)
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Sec. 45.56.505. General fraud - sanme as current AS
45. 55. 010. Sec. 45. 56. 510. Prohibited conduct in
providing investnent advice — allows admnistrator to
define prohi bited conduct by regulation.

Sec. 45.56.520. Msleading filings — sane as current
AS 45.55. 160.

Sec. 45. 56. 530. M srepresentations concer ni ng
registration or exenption - sanme content as AS
45.55. 170.

Sec. 45.56.540. Evidentiary burden — sane content as

AS 45.55.900(c).

Sec. 45.56.550. Filing of sales and advertising
literature — same content as AS 45.55. 150.

Sec. 45. 56. 560. Qualified immunity - registered
persons are not liable to other registered persons,
under state defamation |aws, for statenents contained
in disclosure records required to be filed wth the
adm nistrator for purposes of licensing and potenti al
di scipline. This provision encourages full disclosure
to the adm nistrator.

Article 6. Admnistration and Judicial Review (pp.

69- 89)
Sec. 45. 56. 605. Adm ni stration - al | ons t he
adm nistrator to develop and inplenent i nvest or

education initiatives and accept grants or donations
for investor education.

Sec. 45.56.610. Admnistrative files and opinions -
requires the admnistrator keep records according to a
retention schedule and outlines publicly disclosable
docunent s.

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

Sec. 45.56.620. Uniformty and cooperation wth other

agencies — expands opportunity for cooperation and
shari ng Wi th gover nirent al units, regul atory
organi zations for collaborative efforts including

regul ation, enforcenment and 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 in civil penalties may be used for investor
education and training if so appropriated by the
| egi sl ature.
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Sec. 45.56.630. Service of process — sane as current
AS 45. 55. 980.

Sec. 45.56.635. Applicability of the chapter — sane as
current AS 45.55. 980.

4:30: 59 PM

REPRESENTATI VE JOSEPHSON returned attention to proposed Section
45.56.625 and asked whether |icensees could pay for their
education and training, instead of the state, as do nenbers of
t he Al aska Bar Associ ati on.

M5. ANSELM said those who violate the Alaska Securities Act
shoul d pay for investor education through one-third of the civil
penalties they are assessed, and that is the source of the
f unds.

REPRESENTATI VE CCOLVER asked what is currently being collected in
fines.

M5. ANSELM advi sed that there are two kinds of securities cases:
consent orders result when the division negotiates with parties
in violation, and civil penalties are assessed; non-consent
securities fines inposed from 2012-2015, under the current | aw,
total ed $525, 000. She noted that the maxi mum penalty for a
violation is currently $25,000; if the limt was renoved, the
potential fines would total $7.7 mllion and $3.4 million in
restitution. In further response to Representative Colver, she
confirmed that the revised fines are part of the proposed
statute, which would increase the maxi num from $25,000 for tota
viol ations, to $100, 000 per violation.

REPRESENTATI VE CCOLVER observed that the regulation changes and
increase in revenue are not reflected in the fiscal note
[ docunment not identified].

MS. ANSELM stated that enforcement actions are unknown to the
division; in fact, there are tinms when few actions are taken,
thus revenue to the division is indeterm nate.

REPRESENTATI VE COLVER suggested that if the fiscal not e
reflected nore revenue the legislature would be nore anenable to
regulatory reform The business comunity seeks |ess
bureaucracy and to increase productivity, and he encouraged the
| egislature to support the business sector as the state heads
for "a bit of bad weather, and anything we can do to keep our
corporations healthy is, is sonmething we need to be working on."
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4:36: 58 PM
M5. ANSELM agreed to further discuss the bill's fiscal note.

REPRESENTATI VE JOSEPHSON surmised that in addition to $100, 000
per violation, through crimnal proceedings the division could
recapture |l osses and collect restitution.

M5. ANSELM expl ained that it is difficult to collect any anount,
and she described three pending cases in the court system
Fortune Gl and Gas, a Texas corporation, caused a loss to
Al askan investors of over $3 mllion, and orders from the
di vi sion have been ignored; dobal Arena Capital Corporation, a
New York firm cold-called and pitched an investnent to an
elderly resident who [lost $16,000, and who only recovered
$10,000; two Al askans fornmed a firm and coll ected $40,000 from a
fellow Alaskan for the new conpany, whi ch  subsequently
di ssol ved, and an agreenment for rescission was reached, but the
i nvestor was never paid.

4:42:45 PM

REPRESENTATI VE LEDOUX asked for an idea of how nmany "bad actors”
have noney to pay the state or their victins, and how many are
j udgenent - pr oof .

MS. ANSELM answered that many are judgenent-proof, but there is
noney behind the three aforenentioned perpetrators. In further
response to Representative LeDoux, she advised that civil
penalties are paid to the general fund and a provision in the
bill directs restitution to the investor, and penalties for
violations to the state. Ms. Anselm returned to the sectiona
anal ysis [original punctuation provided]:

Sec. 45. 56. 640. Regul ati ons, f orms, orders,
interpretative opinions, and hearings - conbines
exi sting AS 45.55.950 and 45.55.970 and clarifies that
GAAP conpliant financial statenents my only be
required as allowed by federal |aw.

Sec. 45.56.645. Investigations and subpoenas — simlar
to exi sting AS 45.55.910 and al | ons br oader
cooperation with other regul ators.

Sec. 45.56.650. Administrative enforcement — time for
a respondent to nmke a request for hearing after an
action is taken is extended from 15 days to 30 days.
Civil penalties are increased from $2,500 for a single
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violation and $25,000 for nultiple violations to a
maxi mum of $100,000 for a single violation with no cap
for multiple violations. If a victim is an *“older
person” (a person over 60 years old), the respondent
is subject to treble damages. Restitution and actua
costs of i nvestigation may be or der ed. The
adm ni strator may deny the use of securities
exenpti ons 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 adm nistrator, punishable by up to $100, 000 per
violation, in addition to any adm nistrative penalties
that were originally assessed.

Sec. 45.56.655. Cvil enforcement — the 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 danages nmay be trebled
if the victimis an “older person” (person over 60
years of age).

Sec. 45.56.660. Civil Iliability — outlines instances
where the seller is liable to the purchaser and
potential remedies (actual danmages including interest
as determned by the court); also describes instances

where the buyer may be liable to the seller. Sec.
45. 56. 665. Rescission offers — outlines the rescission
of fer process, including a new requirenent that the

of feror nust denonstrate the ability to pay and then
actual ly pay as prom sed.

Sec. 45. 56. 670. Cri m nal enf or cenent — know ng
violations of the Act and fraud are punishable as
class C felonies punishable wunder AS 12.55.125.
Unknowi ng violations are punishable as <class A
m sdenmeanors and fine of not nore than $100, 000.
I ndi viduals who alter or destroy evidence are qguilty
of a class C felony and a fine of not nore the
$500, 000 or both.

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

4:49: 01 PM
REPRESENTATI VE LEDOUX returned attention to proposed Section

45, 56. 670 [text previously provided] and asked for an exanpl e of
an unknow ng viol ati on.
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M5. ANSELM expl ai ned that
unaware of securities
aware, a | esser
anal ysis [original

| aws,
fine is assessed.

if a person can prove that
even when

t hey were
they should have been
She returned to the sectional

punct uation provided]:

HOUSE L&C COW TTEE

Article 7. M scel | aneous and Additional CGener al
Provi sions. (pp. 89-100)
Sec. 45.56.710. Reinbursenent of expenses incident to

exam nation or investigation — same as AS 45.55. 915.
Sec. 45.56.720. Electronic records and signatures -
facilitates filing of el ectronic records and
si gnatures. Consuners mnust consent and have the option
to wi thdraw such consent.

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

al so a reference to a successor agency.
Sec. 45.56.900. Definitions.

- Updates federal citations

- New definitions include:

- Disqualifier

- Filing

- Institutional investor (reflects federal

- I nsurance conpany

- Insured

- International Banking Institution

- Ofer to purchase

- Oder person — a person that
(from AS 47.65.290(6))

- Price anendnent

I aw)

Is age 60 or ol der

- Record

- Self-regul atory organi zation

- Sign

Sec. 45.56.995. Short title. This chapter nay be cited

as the Al aska Securities Act.

SECTI ONS 26 — 28 (pp.
to reflect Chapter
references; federa

101-105). Citations are nodified
45.56 in place of Chapter 45.55
| aw citations are updat ed.

SECTION 29 (p.
| onger
Al aska Native Cains Settlenent
solicitations.

105) - Repeals statutes that
needed in AS 45.55 because they do not
Act

are no

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

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

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 Cdainms Settlenment Act
Corporations Proxy Solicitations and Initial |Issuance
of St ock.

SECTION 34 (p. 107) - Conditional effect of certain
provi sions upon constitutionally required vote of each
house. SECTION 35 — July 1, 2016 effective date.

4:54: 06 PM

REPRESENTATI VE LEDOUX returned attention to proposed Section 45.
56. 305 [text previously provided], and asked whether enmil was
substituted for pronpt notice by tel egram

M5. ANSELM sai d yes.

REPRESENTATI VE LEDOUX directed attention to proposed Section
45.56.310 [text previously provided] and recalled a proposed
change that would require disclosure of any litigation, whether
or not contenplated by a governnment authority.

M5. ANSELM agreed to maeke this change.

REPRESENTATI VE LEDOUX directed attention to proposed Section
45.56.560 [text previously provided], and confirmed that
qualified inmmunity would not be granted if there is reckless
di sregard of the truth, or a known untruth.

M5. ANSELM sai d absol utely.
REPRESENTATI VE JOSEPHSON directed attention to proposed Section
45.56.670 [text previously provided], and asked whether there

are [Alaska Statutes] Title 11 crines that could be filed in
addition to the class C felony in the proposed statute.
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MS. ANSELM deferred to the Departnent of Law.

REPRESENTATI VE JOSEPHSON surmised that the inpetus for the
proposed bill was that the pertinent |egislation was outdated,
and asked whether HB 194 was based on a nodel.

M5. ANSELM said the bill is a conbination of a 2002 nodel act,
nodi fications from other states, experiences in Alaska, and an
increase in investor protection.

[ HB 194 was hel d over.]

5:00: 00 PM

ADJ QURNVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
5:00 p. m
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