SENATE FI NANCE COWM TTEE
April 5, 2016
5:04 p.m

5:04: 20 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 5:04 p.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Pete Kelly, Co-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

Senator Peter M cciche, Vice-Chair

ALSO PRESENT

Senator M a Costello, Sponsor; Wston Eiler, Staff, Senator
Ma Costell o; Senat or Bill Stoltze, Sponsor; Stuart
Krueger, Staff, Representative Shelley Hughes; Erin Shine,
Staff, Senator Anna MacKinnon; Janey Hovenden, Director,
Division of Cor por at i ons, Business and Professional
Li censing, Departnment of Commerce, Community and Econonic
Devel opnent .

PRESENT VI A TELECONFERENCE

Renee \ardl aw, Division of Banking and Securities,
Assi stant Attorney Ceneral, Anchorage; Thomas Daly, Owner,
H Speed Gear, Kenai; Bob Scanlon, Blood Bank of Al aska,
Anchorage; Tim Benintendi, Secretary, Blood Bank of Al aska,
Anchorage; M chael Schechter, Attorney General's Ofice,
Anchor age; M ke Coons, Nat i onal Legislative Director,
Citizen Initiatives, Palner.

SUMVARY

SB 69 BD OF CHI ROPRACTI C EXAM NERS; PRACTI CE



SB 12

SB 15

SCR 4

#sb12

CSSB 69 was REPORTED out of conmittee with "no
recommendation” and with one new fiscal inpact
note from the Senate Finance Comrittee for
Departnment of Commerce, Community and Econom c
Devel opnent .

6 SVMALL SECURI TY OFFERI NGS

SB 126 was HEARD and HELD in committee for
further consideration.

4 BLOOD BANK OF ALASKA LI CENSE PLATES

SB 154 was HEARD and HELD in committee for
further consideration.

US COUNTERMAND CONVENTI ON DELEGATES
SCR 4 was HEARD and HELD in commttee for further
consi derati on.

6

SENATE BILL NO. 126

5: 05:

"An Act establishing an exenption for the offering and
sale of certain securities.”

42 PM

SENATOR M A COSTELLO, SPONSOR, expl ai ned the | egislation:

Senat

Senate Bill 126, the Innovating Al aska Act, helps
Al askans start and invest in local businesses by
enacting a new finance nechanismin state | aw.

Crowdi nvesti ng (soneti nes known as “equity
crowdfunding”) is a new concept with a sinple prem se.
Instead of receiving large investnments from a few
traditional investors, Alaskans starting a business
receive small investnents from a potentially a large
group of investors. The approach |lets broad groups of
people invest in small businesses in return for equity
ownership. This nmakes it easier for business start-ups
to get capital to grow, and all ows average Al askans to
i nvest in busi nesses bei ng started in their
conmuni ties.
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The federal Junpstart Qur Business Start-Ups (JOBS)
Act of 2012 paved the way for this paradigm shift in
busi ness creation. It refines sone of the nore onerous
regul ations that have historically made it difficult
for average Anericans to directly invest in private
conpanies. Since then over 12 states have enacted
intra-state crowdi nvesting | aws.

Crowdi nvesting wusually works through young conpanies
selling equity shares, often through an on |line
portal, to a wide group of investors. Senate Bill 126
woul d regulate the sale of these types of securities
separately from +the Alaska Securities Act (AS
45.55.010) and adds several safeguards to protect
i nvestors.

Under Senate Bill 126, businesses seeking to raise
capital through crowdfunding would apply to the Al aska
Division of Banking & Securities and hold investor
funds in escrow in an Alaskan bank. Investnents nade
t hrough crowdinvesting are Ilimted to $7,500 for
investors and $1, 000,000 for busi nesses raising
capital. Both the investor and business owner nust be
Al aska residents.

Business start-ups are key to growing our state’s
econony. Enacting crowdi nvesting through Senate Bill
126 is an innovative way to give entrepreneurs easier
access to capital, and help Alaskans invest in |oca
busi nesses.

5:09:12 PM

WESTON El LER, STAFF, SENATOR M A COSTELLO presented the
Sectional Analysis (copy on file):

Section 1. Anmends the Al aska Securities Act (AS 45.55)
by adding a new section. Sec. 45.55.175(a) exenpts the
sale of securities through crowdinvesting between
Al aska busi nesses and residents from the requirenents
of AS 45.55.070 - 45.55.120 (registration of
securities) and AS 45.55.150 (sales and advertising
literature). Sets new |limtations and requirenments on
the offer and sale of this type of securities
i ncl udi ng:
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(1) issuer's organizational entity nust be for-
profit, and |located and |licensed in Al aska,

(2) securities under this section nmay only be
sold to Alaska residents and nust be in
conpliance with federal law s (Securities Act of
1933) residency requirenents for interstate sale
of securities,

(3) sale of securities under this section by a
for-profit entity are capped at $1, 000, 000,

(4) investnments by an individual in a business
under this exenption are capped at $7,500 during
a 12-nonth period, (5) issuer of securities under
this section nust have a reasonable belief that
the purchase of securities is for investnent not
resal e,

(6) comm ssions for persons participating in the
offer or sale for the issuer are prohibited,

(7) requires escrow account deposit of investor
funds until the mninmum target for the issuer is
met ,

(8) notice to the departnment about solicitation
of sale of securities under this section,

(9) restrictions on who nmay issue securities
under this section,

(10) disclosures to investors about this type of
securities exenption in statute and restriction
on resal e,

(11) requires signed investor acknow edgenent of
i nvest ment ri sk,

(12) exenption for sale of this type of
securities may not be wused along wth other
exenptions to the Al aska Securities Act,

(13) sale of this type of securities are covered

by anti-fraud statutes and other provisions under
AS 45.55.010 - 45.55.028.
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Sec. 45.55.175(b). Allows the departnent to deny or
revoke an exenption under this section if the sale
woul d | ead to a fraud on purchasers.

Sec. 45.55.175(c). Requi res t he Depar t ment of
Commerce, Community, & Economi c Devel opnment to charge
an applicant a filing fee for an exenption under this
secti on.

Sec. 45.55.175(d). Prohibits an issuer from using the
exenption under this section if the entity or its
officers are subject to a disqualifier under the Dodd-
Frank Wall Street Reform and Consumer Protection Act -
US C 78c(a)(39).

Sec. 45.55.175(e). Defines ternms for the section.

Secti on 2. Adds a sec. 45.55. 175 exenpti ng
transactions under this bill to the [list of
transactions that are exenpt from basic security
registration requirenments under AS 45.55.070 and AS
45.55.075 (the section addressing federal covered
securities).

5:13: 47 PM

Senator Dunleavy wondered if one could currently mcro
invest under different rules. M. Eiler replied in the
affirmative.

Senator Dunleavy surmsed that the bill was related to a
busi ness that wanted to go public. M. Eiler explained that
the legislation targeted startup conpanies. He renmarked
that it was a nmechanism for |arge groups of Al askans with a
smal | amount of noney could invest in private conpani es.

Senat or Dunleavy stated that current |aw already allowed
for the partnership. M. Eler replied that the bill
offered another tool for a general solicitation wthout a
br oker deal er.

Senator Bishop |ooked at Section 13, and queried the
recourse. M. Eiler responded that the |anguage reflected
t hat nothing was exenpt from fraud statutes.

Senator Bishop surmised that the investor had a vehicle to
recover some funds. M. Eiler replied in the affirmative.
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5:18: 07 PM

Senator O son queried the type of people the |egislation
was intending to invest. M. Eiler responded that there
were nmany opportunities, especially in rural areas. The
bill would renmove sonme hurdles, to nmake is easy for
Al askans to i nvest in smal | conpani es such as
m crobreweries and arts busi nesses.

Senator O son queried any protections for the elderly. M.
Eiler replied that he had conversations with the Division
of Banking and Security. He stated that the division had
wor ked to nonitor that problem

Senat or Bi shop spoke in support of the |egislation.

5:22:25 PM

RENEE  WARDLAW DVISION OF BANKING AND SECURITIES,
ASSI STANT ATTORNEY GENERAL, ANCHORAGE (via teleconference),
i ntroduced hersel f.

Co- Chair MacKi nnon queried feedback on the legislation. M.
Wardl aw replied that the division was neutral on the bill.

Co- Chai r MacKi nnon wondered whet her the public was
protected under the legislation. Ms. Wardlaw replied in the
affirmative.

Co-Chair MacKinnon queried any exenption from the Al aska
Security Act. Ms. Wardlaw replied in the negative.

5:24:50 PM

THOVAS DALY, OMNNER, H SPEED CGEAR, KENAI (via
tel econference), testified in support of the |egislation.
He felt that the bill helped to diversify the state's

econony. He wanted to enpower snmall businesses. He did not
feel that the legislature was properly diversifying the
state. He remarked that the bill would engage Al askans in
busi nesses. He shared his phone nunber: 907-283-9136.

Co- Chair MacKi nnon CLOSED public testinony.

SB 126 was HEARD and HELD in commttee for further
consi derati on.
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5:27:33 PM
AT EASE

5:28:18 PM
RECONVENED

#sb154
SENATE BILL NO. 154

"An Act relating to special registration plates
commenorating the Bl ood Bank of Al aska."

5:28:41 PM

SENATOR BILL STOLTZE, SPONSCR, explained the |egislation.
He stated that this was the first license plate bill he had
offered. He felt that the bill was straight forward, and
provided a commenorative license plate for the state. He
stated that there was one change in the bill, which mde

the nmechanismto provide the proceeds to the nonprofit.

Senat or Hoffrman wondered if the bill was a "bloody good
bill." Senator Stoltze replied that it was a "darn good
bill."

5:31: 18 PM

BOB  SCANLOCN, BLOOD BANK OF ALASKA, ANCHORAGE (vi a
tel econference), introduced hinself.

Co- Chair MacKi nnon wondered if M. Scanlan was in support
of the bill. M. Scanlan replied in the affirmative.

5:32:29 PM

TI'M BENI NTENDI, SECRETARY, BLOOD BANK OF ALASKA, ANCHORAGE
(via tel econference), spoke in support of the |egislation.

Co- Chair MacKi nnon CLOSED public testinony

SB 154 was HEARD and HELD in commttee for further
consi derati on.

#scr4
SENATE CONCURRENT RESCLUTI ON NO. 4
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Relating to the duties of delegates selected by the
legislature to attend a convention of the states
called wunder art. V, Constitution of the United
States, to consider a countermand anendnent to the
Constitution of the United States; establishing as a
joint conmttee of the legislature the Delegate
Credential Conmittee and relating to the duties of the
commttee; providing for an oath for delegates and
alternates to a countermand anendnent convention;
providing for a chair and assistant chair of the
state's countermand anmendnent delegation; providing
for the duties of the chair and assistant chair;
providing instructions for the selection of a
convention president; and providing specific |anguage
for the countermand anendnment on which the state's
convention del egates are authorized by the legislature
to vote to approve.

5:34:19 PM

SENATOR BI LL STOLTZE, SPONSOR, expl ai ned the resol ution:

SJR 15 and SCR 4 seek to restore the bal ance of power
between the states and federal government. The pair of
resolutions would strengthen state sovereignty by
providing states with veto (countermand) power over
federal decisions deened not in their best interest by
establishing an anmendnent to the U S. Constitution.
These two resolutions in tandem are intended to start
the process of anmending the US Constitution via the
powers granted in Article V.

SJR 15 (The Application) provides Alaska's call to
Congr ess for a clearly def i ned, si ngl e-i ssue
Countermand Anendnent Conventi on. The  Count er mand
Amendnent to the United States Constitution, when

ratified, wll allow states to propose Counternand
Initiatives, which upon approval by three-fifths of
the state legislatures, wll r epeal any federa
statute, executive order, j udi ci al deci si on, or

regul atory decision listed in the Initiative.

SCR 4 (The Delegate Resolution) enables the state
| egi sl ature to institute par anet ers for t he
convention, ensuring that a “runaway convention” 1is
not possible, and provides for a productive, safe and
timely process. The Delegate Resolution establishes a
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Credential Commttee for selection of delegates to the
convention, and outlines the duties of the del egates.
SCR 4 also includes the |anguage of the proposed
Count ermand Anmendnent to the U.S. Constitution.

These two resolutions do not pertain to a conservative
versus liberal agenda; this is a state versus federa
i ssue. Passage of these resolutions is an actionable
step the Legislature can take toward restoration of
t he proper bal ance of state and federal powers.

5:36: 07 PM

STUART KRUEGER, STAFF, REPRESENTATI VE  SHELLEY HUGHES
expl ai ned the Sectional Analysis (copy on file):

Resol ve 1
Pg 2 In 26: Authorizes the legislature to appoint and
summon del egates for the anendnent convention.

Resol ve 2

Pg 2, In 29: Gves the legislature authority to decide
the qualifications and total nunber of delegates to
send to the conventi on.

Resol ve 3
Pg 3, In 1. Gves the legislature the ability to add
or renove del egates and

Resol ve 4
Pg. 3, Ln 6: Provides paraneters and instructions for
state’s del egates at the convention.

Prohibits delegates from voting for any other
anmendnents, outside of the countermand anendnent,
at the conventi on.

Resol ve 5

Pg 3, In 13: Reserves the countermand anendnent as the
only anendnent for consideration for ratification by
the | egi sl atures.

Resol ve 6

Pg 3, In 15

Upon a call for convention by 34 states, this resolve
allows for establishing of the Delegate Credenti al
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Commttee within the Alaska Legislature, with duties
listed in section A

Speaker of the House shall appoint three nenbers from
the House, one being a mnority caucus nenber. The
President of the Senate shall appoint three nenbers of
the Senate, one being a mnority caucus nenber.

Resol ve 7

Pg 3, In 24

Provides for replacenent procedure for nenbers of the
Del egate Credential Conmittee.

Resol ve 8

Al'l ows for selection of co-chairs of the Del egate

One co-chair fromthe House, one from

Pg 3, In 26

Credential Committee

the Senate. Along with staff

assignnments for commttee support.

Resol ve 9

Pg 3, In 30

Est abl i shes when Delegate Credential Commttee can
neet .

Resol ve 10

Pg 4, In 1

Acknow edges that the Delegate Credential Conmittee
will continue until the first day of the Thirtieth
Al aska State Legislature.

Resol ve 11

Pg 4, In 3

Requests that the Delegate Credential Conmittee be
considered for reestablishment during the Thirtieth
Al aska Legi sl at ure.

Resol ve 12

Pg 4, In 6

Provides for renoval and replacenent procedure for
menbers of the Delegate Credential Committee

Menbers are renoved or replaced by the presiding
of ficer that appointed them

Resol ve 13

Section A

Pg 4, In 17

Provides the duties of the Delegate Credential
Comm ttee.

Majority vote on decisions, official facilitator for
the |egislature, appointnment of delegates, provide a
commttee report on selected delegates, appointing
chair and assistant chair of delegation, properly vet
and confirm delegates, issue convention passes to

Senat e Fi nance Committee 10 04/ 05/ 16 5:04 P. M



del egates, notify legislature of financial needs at
the convention, admnister oaths to the del egates,
al t er nat es, chair and assi stant chair, nmoni t or
activities of Alaska's delegation, submt quarterly
reports to the legislature on events, progress, and
recommendations for the convention, authority to
recoomend renmpoval of a delegate or alternate for
approval by the |egislature.

Resol ve 13

Section B

Pg 6, In 11

Provides for the duties of the chair of Al aska s state
del egati on and the president of the convention,

Chair is responsible for communicating wth other
state delegations to open convention for business;
identifying other legislatures that have approved a
del egate resolution; build consensus with at |east 26
state delegations to require that each state
del egation at the <convention has only one vote;
require a sinple mpjority vote at all roll calls;
nom nate convention officials; require a quorum of 26
state to conduct business; build a consensus of at
| east 26 states to support sending the counternand
amendment for ratification; wor k to concl ude
convention in 21 days, or no longer than 180 days;
nom nate a candidate for convention president from
Al aska’s del egation, or work to el ect a president

Resol ve 13

Section B, J

Pg 7, In 31

Under duties of the Alaska del egation chair, includes
supporting the followng duties of the convention
presi dent .

Convention president duties include: securing a vote
for this delegate resolution to be the rules of order
at the convention; focus on the purpose of sending the
countermand anmendnent for ratification by the states;
request security nmeasur es as needed; over see
installment of officers at the convention; establish
convention agenda; provide equal time for floor
di scussion for all states; to prohibit introduction of
any subject other than the counternmand anendnent; call
for a vote for sending countermand anendnent to the
states; report to 50 state |legislatures, and the nedia
on convention progress; provide formal requests, when
needed, to states for noney that will be needed to
carry on business; oppose any effort to delay or
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nodi fy the counternand anendnent vote; oppose any
effort by states to offer amendnents other than the
count er mand anmendnent

Resol ve 13

Section C

Pg 10, In 3

Addresses duties and responsibilities of convention
del egat es.

Del egate duties include: conply wth directives in
this resolution; follow instructions of the chair and
assistant chair of Al aska s delegation; be present to
vote at all roll calls; attend all assigned sessions
at the convention; report to the delegation chair the
nunber  of states in favor of the countermand
anmendnent; recommend strategies to help join 26 states
in favor of the countermand anendnent

Resol ve 13

Section D

Pg 11, Ln 1

Addresses duties and responsibilities of convention
del egate al t ernat es.

Resol ve 13

Section E

Pg 11, Ln 8

Provides the text for the counternmand anendnment to the
United States Constitution.

5:40:41 PM

M CHAEL SCHECHTER, ATTORNEY GENERAL'S OFFICE, ANCHORAGE
(via teleconference), stated that he was available for
guesti ons.

Co- Chair MacKinnon queried any technical errors in the
resolution. M. Schechter replied that the there was an
issue related to how the constitutional convention process
woul d work. The process had never been used in the United
St at es.

Senator Stoltze stated that he hoped that there would be a
poi nt when the questions woul d be addressed.

5:44:18 PM

M KE COONS, NATI ONAL LEG SLATI VE DI RECTOR, Cl Tl ZEN
I NI TI ATI VES,  PALMER (via teleconference), testified in
support of the |egislation.
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Co- Chai r MacKi nnon CLOSED public testinony.

SCR 4 was HEARD and HELD in conmmittee for further
consi derati on.

5:49: 23 PM
AT EASE

5:49: 57 PM
RECONVENED

#sb69
SENATE BILL NO. 69

"An  Act relating to the Board of Chiropractic
Exam ners and the practice of chiropractic."

5:50: 02 PM

Co-Chair Kelly MOVED to ADOPT the commttee substitute for
SB 69, 29-LS0704\S (Bruce, 4/4/16).

Co- Chair MacKi nnon OBJECTED for DI SCUSSI ON.

ERIN SHI NE, STAFF, SENATOR ANNA MACKI NNON, explained the
commi ttee substitute.

Co- Chair MacKi nnon W THDREW the OBJECTION. There being NO
OBJECTI QN, the proposed committee substitute was adopt ed.

5:51:59 PM
AT EASE

5:52:39 PM
RECONVENED

5:52:50 PM

SENATOR BILL STOLTZE, SPONSCR, expressed gratitude for
fixing sonme issues in the bill.

5:53:44 PM

JANEY  HOVENDEN, DI RECTCR, DIVISION OF CORPORATI ONS,
BUSI NESS AND  PROFESSI ONAL LI CENSI NG, DEPARTMENT  OF
COMVERCE, COVMUNITY AND ECONOM C DEVELOPMENT, introduced
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hersel f. She stated that there was a previous higher fiscal
note, so the current version would reduce the fiscal note
to $2,500 for a regulation project.

Co- Chair MacKinnon queried the l|location of the new fiscal
note. Ms. Hovenden replied that her staff did not draft a
fiscal note until the commttee substitute was conpl ete.

5:54:55 PM
AT EASE

5:55:23 PM
RECONVENED

5:55:26 PM

Co- Chair MacKi nnon wanted to ensure that there would only
be an FY 17 one-tine expenditure for regulation adoption,
with the out years at zero. Ms. Hovenden agreed.

Senator O son wondered if the Al aska Board of Medicine was
in support of the bill.

Co- Chair MacKi nnon wondered if the Al aska Board of Medicine
was in support of the bill. Senator Stoltze replied that
there were discussions with the nedical community, and they
did not have a position on the bill.

Co-Chair MacKinnon queried a conpanion bill. Senator
Stoltze replied in the negative.

Co- Chair MacKinnon stated that the bill would go to the
ot her body for consideration.

Senator O son wondered if conversations were wth the
Medi cal Association or the Medical Board. Senator Stoltze
replied that there was only a conversation wth a
representative fromthe Medical Association.

Co-Chair Kelly MOWED to REPORT CSSB 69(FIN out of
commttee with individual recomendations and attached
fiscal note. There being NO OBJECTION, it was so ordered.
Senat or Dunl eavy declared his conflict of interest.

CSSB 69 was REPORTED out of conmittee wth "no
recomendati on® and with one new fiscal inpact note from
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the Senate Finance Commttee for Department of Comerce,
Communi ty and Economi ¢ Devel opnent.

5:59:40 PM
AT EASE

6: 01:31 PM
RECONVENED

Co- Chai r MacKi nnon di scussed the follow ng day's agenda.

#
ADJ OQURNIVENT
6: 01: 45 PM

The neeting was adjourned at 6:01 p. m
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