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In t r o duced: 2/17/86
Referred: Re s o u r c e s ,  J u d i c i a r y
a n d  Finance

1 IN T HE H O U S E  BY  H E R R M A N N

2 H O U S E  B I L L  NO. 652

3 IN T H E  L E G I S L A T U R E  O F  T HE S T A T E  O F  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  an Act entitled: " A n  Act r e l a t i n g  to the l i c e n s i n g  of li a ited e n t r y

7 p e r m i t  b r o k e r s . "

8 BE IT E N A C T E D  BY T HE L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A S K A :

9 * S e c t i o n  1. AS 16.43 is a m e n d e d  by  a d d i n g  n e w  s e c t i o n s  to read:

10 A R T I C L E  6A. L I M I T E D  E N T R Y  P E R M I T  B R O K E R S .

11 Sec. 16.43.500. L I C E N S E  R E Q UIRED. E x c e p t  as p r o v i d e d  i n  A S

12 1 6 . 4 3 . 5 9 2  and u n l e s s  l i c e n s e d  as a l i m i t e d  e n t r y  p e r m i t  b r o k e r ,  a

13 p e r s o n  m a y  not

14 (1) sell, e x c h ange, aucti o n ,  or  p u r c h a s e  a  l i a i t e d  e n t r y

15 permit;

16 (2) list a l i m i t e d  e n try p e r m i t  f o r  sale, e x c h ange, auc-

17 tion, or purchase;

18 (3) a s sist in or d i r e c t  t he p r o c u r i n g  of p r o s p e c t i v e  b u y e r s

19 or t he n e g o t i a t i o n  of a t r a n s a c t i o n  that r e s u l t s  or  is c a l c u l a t e d  to

20 result in the sale, exchange, a u c tion, o r  p u r c h a s e  of a  liaited e n t r y

21 permit;

22 (4) h o l d  out to the p u b l i c  as b e i n g  e n g a g e d  i n  the b u s i n e s s

23 of d o i n g  any of t he things l i s t e d  in  this s e c t i o n ;  or

24 (5) a t t e m p t  or o f f e r  to do  any of  t h e  t h ings listed i n  this

25 section.

26 Sec. 16.43.505. E N T I T L E M E N T  T O  L I C E N S E .  (a) A  p e r s o n  is en-

27 t i t l e d  to a l i m i t e d  e n try p e r m i t  b r o k e r  l i c e n s e  if the p e r s o n

28 (1) p a s s e s  the p e r m i t  b r o k e r  e x a m i n a t i o n ;

29 (2) a p plies for a l i c e n s e  w i t h i n  six m o n t h s  a f t e r  the
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p e r s o n  ha s  t a k e n  t h e  p e r m i t  b r o k e r  e x a m i n a t i o n ;

(3) is n o t  u n d e r  i n d i c t m e n t  for, o r  s e v e n  y e a r s  h a v e  

e l a p s e d  s i nce t h e  p e r s o n  h a s  c o m p l e t e d  a s e n t e n c e  i m p o s e d  u p o n  c o n­

v i c t i o n  of, f o r g e r y ,  theft, e x t o r t i o n ,  c o n s p i r a c y  to d e f r a u d  c r e d i­

tors, o r  a n o t h e r  f e l o n y  i n v o l v i n g  m o r a l  t u r p i t u d e .

(b) U n l e s s  t he b r o k e r  f a i l s  to p a y  t h e  b i e n n i a l  r e n e w a l  f e e  o r  

u n l e s s  the b r o k e r ' s  l i c e n s e  is s u s p e n d e d  o r  r e v o k e d  u n d e r  AS  1 6 . 4 3 > -  

540, th e  l i m i t e d  e n t r y  p e r m i t  b r o k e r ' s  l i c e n s e  c o n t i n u e s  in  e f f e c t .

Sec. 1 6 . 4 3 . 5 1 0 .  C O N T E N T  O F  E X A M I N A T I O N .  (a) T h e  p e r m i t  b r o k e r  

e x a m i n a t i o n  m a y  i n c l u d e ,  b u t  is n o t  n e c e s s a r i l y  l i m i t e d  to, q u e s t i o n s  

o n  b u s i n e s s  e t h i c s ;  k n o w l e d g e  of  s t a t e  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  

a d m i n i s t r a t i v e  p r o c e d u r e s  r e l a t i n g  to l i m i t e d  e n t r y  p e r m i t s ,  a g e n c y  

a n d  b r o k e r a g e ;  k n o w l e d g e  of  f i d u c i a r y  d u t i e s  o f  b r o k e r s ;  a n d  t h e  

p r o v i s i o n s  of  t h i s  c h a p t e r  a n d  of  th e  r e g u l a t i o n s  of th e  c o m m i s s i o n .  C
(b) T he o n l y  p u r p o s e  o f  a p e r m i t  b r o k e r ' s  e x a m i n a t i o n  is to 

d i s q u a l i f y  t h o s e  w h o s e  l a c k  of  a b i l i t y  to p a r t i c i p a t e  i n  l i m i t e d  e n t r y  

p e r m i t  t r a n s a c t i o n s  w o u l d  c r e a t e  a r i s k  o f  s e r i o u s  f i n a n c i a l  l o s s  to 

m e m b e r s  of t he p u b l i c .

Sec. 1 6 . 4 3 . 5 1 5 .  A D M I N I S T R A T I O N  OF  E X A M I N A T I O N ,  (a) T h e  c o m m i s­

si o n  s h all o f f e r  w r i t t e n  e x a m i n a t i o n s  at p e r i o d i c  i n t e r v a l s ,  b u t  at 

l e a s t  o n c e  a y e a r .

(b) A n  a p p l i c a n t  w h o  f a i l s  th e  w r i t t e n  e x a m i n a t i o n  m a y  r e q u e s t  

that the e x a m i n a t i o n  be r e e v a l u a t e d .  T h e  c o m m i s s i o n  s h a l l  p r o v i d e  by 

r e g u l a t i o n  f o r  a s y s t e m  of r e e v a l u a t i n g  e x a m i n a t i o n s  o n  r e q u e s t  o f  a n  

a p p l i c a n t  w h o  f a i l s  t h e  e x a m i n a t i o n .

Sec. 1 6 . 4 3 . 5 2 0 .  R E E X A M I N A T I O N .  A  p e r s o n  w h o  f a i l s  a n  e x a m i n a­

t i o n  m a y  a p p l y  f o r  a s u b s e q u e n t  e x a m i n a t i o n ,  b u t  s h a l l  p a y  t he a p p l i­

c a t i o n  fee f o r  e a c h  a p p l i c a t i o n .
i

Sec. 1 6 . 4 3 . 5 2 5 .  F E ES. T h e  c o m m i s s i o n  s h a l l  set f e e s  by

c
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r e g u l a t i o n  f o r  a l i m i t e d  e n t r y  p e r m i t  b r o k e r  l i c e n s e e  o r  a p p l i c a n t  f o r  

t h e  f o l l o w i n g :

(1) e x a m i n a t i o n ;

(2) i n i t i a l  l i c e n s e ;

(3) r e n e w a l  of a n  a c t i v e  l i c e n s e ;

(A) r e n e w a l  of a n  i n a c t i v e  l i c e n s e ;

(5) a m e n d m e n t  of  a l i c e n s e .

Sec. 1 6 . A 3 . 5 3 0 .  D E P O S I T  IN  G E N E R A L  F U N D .  T h e  c o m m i s s i o n  s h a l l  

d e p o s i t  m o n e y  c o l l e c t e d  u n d e r  A S  1 6 . A 3 . 5 0 0  - 1 6 . A 3 . 5 9 3  i n  t h e  g e n e r a l  

f u n d .

Sec. 16. A 3 . 5 3 5 .  R E I N S T A T E M E N T  O F  L A P S E D  L I C E N S E .  A p e r m i t

b r o k e r  w h o s e  l i c e n s e  has l a p s e d  f o r  m o r e  t h a n  t w o  y e a r s  s h a l l  be

r e e x a m i n e d  b e f o r e  r e i n s t a t e m e n t .

Sec. 1 6 . A 3 . 5 A 0 .  D U T I E S  O F  T H E  C O M M I S S I O N .  (a) T h e  c o m m i s s i o n

s h a l l

(1) a f t e r  h e a r i n g ,  h a v e  the a u t h o r i t y  t o  s u s p e n d  o r  r e v o k e  

t h e  l i c e n s e  of a l i m i t e d  e n t r y  p e r m i t  b r o k e r  w h o

(A) w i t h  r e s p e c t  to a p e r m i t  t r a n s a c t i o n

(i) m a d e  a s u b s t a n t i a l  m i s r e p r e s e n t a t i o n ;

(ii) m a d e  a f a l s e  p r o m i s e  l i k e l y  to  i n f l u e n c e ,  

p e r s u a d e ,  or i n d u c e ;

(iii) p u r s u e d  a f l a g r a n t  c o u r s e  o f  m i s r e p r e s e n t a­

t i o n  o r  m a d e  a f a l s e  p r o m i s e ;

(iv) h a s  e n g a g e d  i n  c o n d u c t  t h a t  is f r a u d u l e n t  o r  

d i s h o n e s t ;

(v) v i o l a t e s  A S  1 6 . A 3 . 5 7 0 ;

(B) p r o c u r e s  a p e r m i t  b r o k e r ' s  l i c e n s e  b y  d e c e i v i n g  

t h e  c o m m i s s i o n ,  or a i d s  a n o t h e r  to  d o  so;

(C) ha s  e n g a g e d  i n  c o n d u c t  d e m o n s t r a t i n g  u n f i t n e s s  to
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(D) k n o w i n g l y  a u t h o r i z e s ,  d i r e c t s ,  c o n n i v e s  at, or  

aids in p u b l i s h i n g ,  d i s t r i b u t i n g ,  o r  c i r c u l a t i n g  a m a t e r i a l  f a l s e  

s t a t e m e n t  or m i s r e p r e s e n t a t i o n  c o n c e r n i n g  the l i c e n s e e ' s  b u s i n e s s  

o r  c o n c e r n i n g  a l i m i t e d  e n t r y  p e r m i t  f o r  sale in th e  l i c e n s e e ' s  

b u s i n e s s  in this o r  a n o t h e r  state;

(2) p r o s e c u t e ,  t h r o u g h  the D e p a r t m e n t  of Law, v i o l a t i o n s  of

t h e  p r o v i s i o n s  of A S  1 6 . 4 3 . 5 0 0  - 1 6 . 4 3 . 5 9 3  or  r e g u l a t i o n s  a d o p t e d

u n d e r  AS 1 6 . 4 3 . 5 0 0  - 1 6 . 4 3 . 5 9 3 ;

(3) p u b l i s h ,  o n  t h r e e  c o n s e c u t i v e  w e e k e n d s  i n  a  n e w s p a p e r  

o f  g e n e r a l  c i r c u l a t i o n  in  t he locale of the o f f e n d i n g  p e r s o n’s p r i n c i r  

p a l  office, a n o t i c e  s p e c i f y i n g  d i s c i p l i n a r y  a c t i o n  t a k e n  by  the

c o m m i s s i o n  a g a i n s t  a p e r s o n  l i c e n s e d  u n d e r  AS  1 6 . 4 3 . 5 0 0  - 1 6 . 4 3 . 5 9 3 ;

a n d

(4) issue a t e m p o r a r y  p e r m i t  to the p e r s o n a l  r e p r e s e n t a t i v e  

o f  the e s t a t e  of a d e c e a s e d  b r o k e r  or  to s ome o t h e r  p e r s o n  d e s i g n a t e d  

b y  the c o m m i s s i o n  w i t h  the a p p r o v a l  of the p e r s o n a l  r e p r e s e n t a t i v e  of 

the e s t ate, in  o r d e r  to s e c u r e  p r o p e r  a d m i n i s t r a t i o n  i n  c o n c l u d i n g  the 

a f f a i r s  of the d e c e d e n t  b r o k e r ' s  b u s i ness.

(b) W h e n  a n  a w a r d  is m a d e  f r o m  the l i m i t e d  e n t r y  p e r m i t

s u r e t y  f u n d  u n d e r  t h i s  c h a p t e r  in r e i m b u r s e m e n t  of l o s s e s  s u f f e r e d  by 

a c l a i m a n t  as a r e s u l t  of fraud, m i s r e p r e s e n t a t i o n ,  d e c e i t ,  or  c o n v e r­

sio n  of  t r u s t  funds o n  the p a r t  of a l i c e n s e d  broker, t he c o m m i s s i o n  

m a y  c o n s i d e r  the h e a r i n g  o n  t he c l a i m  to be a h e a r i n g  o n  the s u s p e n­

s i o n  of t h e  l i c ense of  the broker, a nd m a y  s u s p e n d  the l i c e n s e  o f  the 

broker. A  s u s p e n s i o n  o r d e r e d  u n d e r  this s u b s e c t i o n  s h a l l  be l i f t e d  if 

the b r o k e r  r e a ches a n  a g r e e m e n t  w i t h  the c o m m i s s i o n  o n  t e r m s  a nd 

c o n d i t i o n s  f o r  the r e p a y m e n t  to the s u r e t y  f und of t he m o n e y  s w a r d e d  

to  the c l a i m a n t  a n d  t h e  c o s t s  of  h e a r i n g  th e  c l a i m  u n d e r  A S  16 . 4 3 . 5 8 3 .

engage in  the business o f perm it brokerage;
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1 The s u s p e n s i o n  shall be  r e i m p o s e d  if the b r o k e r  v i o l a t e s  the t e n u  of

2 a r e p a y m e n t  a g r e ement e n t e r e d  into u n d e r  t h i s  s u b s e c t i o n .

3 Sec. 16.43.545. C O M P L I A N C E  W I T H  S U R E T Y  F U N D  R E Q U I R E M E N T S .

4 B e f o r e  i s s u i n g  a p e r m i t  b r o k e r ' s  l i c e n s e  to a n  a p p l i c a n t  u n d e r  A S  16.-

5 4 3 . 5 0 0  - 16.43.593, t he c o m m i s s i o n  s h a l l  d e t e r m i n e  t h a t  the a p p l i c a n t

6 has c o m p l i e d  w i t h  the p r o v i s i o n s  o f  A S  1 6 . 4 3 . 5 8 1  a n d  is c o v e r e d  b y  the

7 s u r e t y  fund e s t a b l i s h e d  in AS 16.43.580.

8 Sec. 16.43.550. P R I N C I P L E  O F F I C E ;  S E R V I C E  O F  P R O CESS. (a) A

9 l i c e n s e d  perm i t  b r o k e r  s h a l l  i n f o r m  t he c o m m i s s i o n  o f  t he b r o k e r ' s

10 p r i n c i p a l  office, of a n y  b r a n c h  o f f i c e s  the b r o k e r  has, a n d  o f  the

11 n a m e  a nd address of a r e g i s t e r e d  a g e n t  in th e  s t a t e  fo r  p u r p o s e s  of

12 s e r v i c e  of p r o cess if t he b r o k e r ' s  p r i n c i p a l  o f f i c e  is n o t  l o c a t e d  in

13 the state. The b r o k e r  m a y  do b u s i n e s s  o n l y  in  o r  ou t  of  the p r i n c i p a l

14 o f f i c e  and the b r a n c h  offices. F a i l u r e  of a  b r o k e r  to  m a i n t a i n  a

15 p l a c e  of business or i n f o r m  the c o m m i s s i o n  of  i ts l o c a t i o n  a n d  the

16 n a m e  and address of a r e g i s t e r e d  agent, if any, a r e  g r o u n d s  f o r  the

17 s u s p e n s i o n  or r e v o c a t i o n  of the b r o k e r’s license.

18 (b) W h e n  a p e r m i t  b r o k e r  w h o s e  p r i n c i p a l  o f f i c e  is n ot l o cated

19 in the state fails to a p point or m a i n t a i n  a r e g i s t e r e d  a g e n t  in  the

20 state, or  w h e n  a r e g i s t e r e d  agent c a n n o t  w i t h  r e a s o n a b l e  d i l i g e n c e  be

21 found, the c o m m i s s i o n  is an  agent u p o n  w h o a  p r o c e s s ,  notice, o r  d e m a n d

22 m a y  be served. S e r v i c e  on  the c o m m i s s i o n  s h a l l  b e  m a d e  b y  d e l i v e r i n g

23 to a nd leaving w i t h  a c o m m i s s i o n e r ,  or  w i t h  a p e r s o n  d e s i g n a t e d  b y  the

24 c o m m i s s i o n  in the c o m m i s s i o n  o f f i c e ,  d u p l i c a t e  c o p i e s  of  the p r o cess,

25 n o t i c e ,  or demand. T h e  c o m m i s s i o n  s h all i m m e d i a t e l y  h a v e  o n e  copy

26 f o r w a r d e d  b y  r e g i s t e r e d  or  c e r t i f i e d  M i l ,  a d d r e s s e d  to the b r o k e r  at

27 the b r o ker's p r i n c i p a l  office. S e r v i c e  o n  the c o m m i s s i o n  is return-

28 a b l e  in not less t h a n  30 days.

29 Sec. 16.43.555. L I S T I N G S .  L i m i t e d  e n t r y  p e r m i t  listings m u s t  be
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T h e  s u s p e n s i o n  s h a l l  be r e i m p o s e d  if t h e  b r o k e r  v i o l a t e s  t h e  t e r a a  of  

a r e p a y m e n t  a g r e e m e n t  e n t e r e d  i n t o  u n d e r  t h i s  s u b s e c t i o n .

Sec. 1 6 . 4 3 . 5 4 5 .  C O M P L I A N C E  W I T H  S U R E T Y  F U N D  R E Q U I R E M E N T S .  

B e f o r e  i s s u i n g  a p e r m i t  b r o k e r ' s  l i c e n s e  to  a n  a p p l i c a n t  u n d e r  A S  16.- 

4 3 . 5 0 0  - 1 6 . 4 3 . 5 9 3 ,  t he c o m m i s s i o n  s h a l l  d e t e r m i n e  t h a t  t h e  a p p l i c a n t  

h a s  c o m p l i e d  w i t h  t h e  p r o v i s i o n s  of A S  1 6 . 4 3 . 5 8 1  a n d  is c o v e r e d  b y  t he 

s u r e t y  f u n d  e s t a b l i s h e d  in A S  1 6 . 4 3 . 5 8 0 .

Sec. 1 6 . 4 3 . 5 5 0 .  P R I N C I P L E  O F F I C E ;  S E R V I C E  O F  P R O C E S S .  (a )  A  

l i c e n s e d  p e r m i t  b r o k e r  s h a l l  i n f o r m  t h e  c o m m i s s i o n  o f  t h e  b r o k e r ' s  

p r i n c i p a l  o f f i c e ,  of a n y  b r a n c h  o f f i c e s  t h e  b r o k e r  h a s ,  a n d  of  the

n a m e  a n d  a d d r e s s  of a r e g i s t e r e d  a g e n t  in t h e  s t a t e  f o r  p u r p o s e s  of 

s e r v i c e  of p r o c e s s  if t he b r o k e r ' s  p r i n c i p a l  o f f i c e  is n o t  l o c a t e d  i n  

t h e  state. T h e  b r o k e r  m a y  do b u s i n e s s  o n l y  i n  o r  out o f  t h e  p r i n c i p a l  

o f f i c e  a n d  the b r a n c h  o f f i c e s .  F a i l u r e  of  a  b r o k e r  t o  m a i n t a i n  a 

p l a c e  of b u s i n e s s  o r  i n f o r m  t he c o m m i s s i o n  o f  it s  l o c a t i o n  a n d  the 

n a m e  a n d  a d d r e s s  of  a r e g i s t e r e d  a g e n t ,  i f  a n y ,  a r e  g r o u n d s  f o r  t he 

s u s p e n s i o n  or r e v o c a t i o n  of t h e  b r o k e r’s l i c e n s e .

(b) W h e n  a p e r m i t  b r o k e r  w h o s e  p r i n c i p a l  o f f i c e  is n o t  l o c a t e d

in the s t a t e  f a i l s  to a p p o i n t  or  m a i n t a i n  a r e g i s t e r e d  a g e n t  in  the

state, o r  w h e n  a r e g i s t e r e d  a g e n t  c a n n o t  w i t h  r e a s o n a b l e  d i l i g e n c e  b e  

found, t h e  c o m m i s s i o n  is a n  a g e n t  u p o n  w h o m  p r o c e s s ,  n o t i c e ,  o r  d e m a n d  

m a y  be s e r v e d .  S e r v i c e  o n  t h e  c o m m i s s i o n  s h a l l  b e  m a d e  b y  d e l i v e r i n g  

to a nd l e a v i n g  w i t h  a c o m m i s s i o n e r ,  o r  w i t h  a p e r s o n  d e s i g n a t e d  b y  the 

c o m m i s s i o n  in t h e  c o m m i s s i o n  o f f i c e ,  d u p l i c a t e  c o p i e s  o f  t h e  p r o c e s s ,  

n o t i c e ,  o r  d e m a n d .  T h e  c o m m i s s i o n  s h a l l  i m m e d i a t e l y  h a v e  o n e  c o p y  

f o r w a r d e d  by r e g i s t e r e d  or c e r t i f i e d  m a i l ,  a d d r e s s e d  to  t h e  b r o k e r  at 

t he b r o k e r ' s  p r i n c i p a l  o f f i c e .  S e r v i c e  o n  t h e  c o m m i s s i o n  is r e t u r n­

able in n o t  less t h a n  30 days.

Sec. 1 6 . 4 3 . 5 5 5 .  L I S T I N G S .  L i m i t e d  e n t r y  p e r m i t  l i s t i n g s  m u s t  b e
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1 i n  w r i t i n g  a n d  m u s t  be  s i g n e d  b y  t h e  s e l ler. E x c l u s i v e  l i s t i n g *  a u s t

2 h a v e  a  d e f i n i t e  e x p i r a t i o n  d a t e .

3 Sec. 1 6 . A 3 . 5 6 0 .  R E C O R D  O F  T R A N S A C T I O N .  A  l i m i t e d  e n t r y  p e r m i t

A  b r o k e r  s h a l l

5 (1) k e e p  a c o m p l e t e  r e c o r d  of  l i m i t e d  e n t r y  p e n a i t  t r a n s -

6 a c t i o n s  m a d e  b y  t h e  b r o k e r  f o r  at least t he p r e c e d i n g  t h r e e  y e a r s ;

7 (2) m a k e  a c l o s i n g  s t a t e m e n t  s h o w i n g  d i s b u r s e m e n t s  a n d

8 a c c o u n t i n g  f o r  a ll m o n e y  i n  t h e  t r a n s a c t i o n ;

9 (3) k e e p  a s e p a r a t e  t r u s t  a c c o u n t  in  a b a n k ,  i n t o  w h i c h  t he

10 b r o k e r  s h a l l  d e p o s i t  all e a r n e s t  m o n e y  d e p o s i t s  a n d  p u r c h a s e  m o n e y

11 u n t i l  it is p r o p e r  f o r  the b r o k e r  to d i s t r i b u t e  t he m o n e y  to th e

12 p r o p e r  p e r s o n s ;

13 (A) m a k e  a v a i l a b l e  to  t h e  c o m m i s s i o n ,  o n  r e q u e s t ,  r e c o r d s

IA a n d  o t h e r  d o c u m e n t s  r e l a t i n g  to t r a n s a c t i o n s  u n d e r  (3) of  t h i s  s e c t i o n

15 t h a t  the c o m m i s s i o n  m a y  r e q u i r e  i n  o r d e r  to c o n d u c t  a c o m p l e t e  a u d i t

16 of t r u s t  a c c o u n t s .

17 Sec. 1 6 . A 3 . 5 6 5 .  B R O K E R ’S C O M M I S S I O N S .  (a) A  b r o k e r ' s  c o m m i s -

18 s i o n  is e a r n e d  w h e n  t he l i m i t e d  e n t r y  p e r m i t  b r o k e r  f u l f i l l s  t h e  t e r m s

19 of  a w r i t t e n  p e r s o n a l  s e r v i c e s  c o n t r a c t .

20 (b) T h e  c o m m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  l i m i t i n g  t he p e r c e n t -

21 a g e  rate o r  a m o u n t  of a b r o k e r ' s  c o m m i s s i o n  tha t  m a y  b e  c h a r g e d  f o r  a

22 p e r m i t  b r o k e r ' s  s e r v i c e s .

23 Sec. 1 6 . A 3 . 5 7 0 .  C O N F L I C T  O F  I N T E R E S T  A N D  F I D U C I A R Y  D U T I E S .  (a)

2A A  l i c e n s e d  p e r m i t  b r o k e r  w h o  h a s  a p e r s o n a l  f i n a n c i a l  i n t e r e s t  in  a

25 l i m i t e d  e n t r y  p e r m i t  t r a n s a c t i o n  s h a l l  d i s c l o s e  t h a t  i n t e r e s t  t o  e v e r y

26 p e r s o n  i n v o l v e d  i n  t h e  t r a n s a c t i o n .

27 (b) A  l i c e n s e d  p e r m i t  b r o k e r  s h a l l  i n f o r m  e a c h  c l i e n t  o f  t he

28 b r o k e r *8 f i d u c i a r y  d u t i e s  to t h e  client.

29 Sec. 1 6 . A 3 . 5 7 5 .  P R O H I B I T E D  C O N D U C T .  (a) A  p e r s o n  w h o  is n o t  a
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1 l i m i t e d  e n t r y  p e r m i t  b r o k e r  l i c e n s e d  in this state m a y  not a c c e p t  a

2 fee o r  a c o m m i s s i o n  f or p e r f o r m a n c e  of an act for w h i c h  a l i c e n s e  is

3 required.

4 (b) A  p e r s o n  m a y  not k n o w i n g l y  make, a u t h o r i z e ,  direct, or  a id

5 in the p u b l i c a t i o n  of a false s t a t e m e n t  or m i s r e p r e s e n t a t i o n  c o n c e m -

6 ing a l i m i t e d  e n try p e r m i t  o f f e r e d  for sale o r  e x c h a n g e  or p r e s e n t e d

7 at auction.

8 (c) A p e r s o n  w h o  v i o l a t e s  a p r o v i s i o n  of this s e c t i o n  or  of

9 AS 1 6 . 4 3 . 5 0 0  is g u i l t y  of a c l ass A  m i s d e m e a n o r .

10 Sec. 16.43.580. L I M I T E D  E N T R Y  P E R M I T  S U R E T Y  FUND. T h e  l i m i t e d

11 e n t r y  p e r m i t  sure t y  f und is e s t a b l i s h e d  in the g e n e r a l  fun d  to c a r r y

12 out the p u r p o s e s  of AS 1 6 . 4 3 . 5 8 0  - 16.43.591. The fund is c o m p o s e d  of

13 p a y m e n t s  m a d e  by l i c e n s e d  l i m i t e d  e n t r y  p e r m i t  b r o k e r s  u n d e r  AS  16.-

14 4 3 . 5 8 1  a nd f i l i n g  fees r e t a i n e d  i n  a c c o r d a n c e  w i t h  AS  16 . 4 3 . 5 8 2 .  T h e

15 f u n d  m a y  not e x c e e d  $500,000.

16 Sec. 16.43.581. P A Y M E N T S  B Y  P E R M I T  B R O K E R S .  (a) A  l i c e n s e d

17 l i m i t e d  e n t r y  p e r m i t  b r o k e r  w h e n  o b t a i n i n g  or  r e n e w i n g  a p e r m i t  b r o k e r

18 l i c e n s e  s h all p a y  to the c o m m i s s i o n ,  in a d d i t i o n  to the l i c e n s e  fee, a

19 s u r e t y  fun d  fee not to e x c e e d  $125. A f t e r  t he fund r e a c h e s  $ 2 5 0 , 0 0 0

20 the c o m m i s s i o n  shall by r e g u l a t i o n  adjust the s u r e t y  f u n d  fees so

21 that, t a k i n g  into a c c o u n t  a n t i c i p a t e d  e x p e n d i t u r e s  for c l a i m s  a g a i n s t

22 the fund, the fund is m a i n t a i n e d  at a level n ot less t h a n  $ 2 5 0 ,000.

23 (b) Fee s  c o l l e c t e d  u n d e r  t h i s  s e c t i o n  shall be  p a i d  at least

24 o n c e  a m o n t h  by the c o m m i s s i o n  i n t o  the g e n e r a l  fund. T h e s e  p a y m e n t s

25 s h a l l  b e  c r e d i t e d  to t he l i m i t e d  e n t r y  p e r m i t  s u r e t y  fund.

26 Sec. 16.43.582. C L A I M  F O R  PAYMENT. (a) A  p e r s o n  s e e k i n g  reim-

27 b u r s e m e n t  f or a loss s u f f e r e d  i n  a t r a n s a c t i o n  as a result of  fraud,

28 m i s r e p r e s e n t a t i o n ,  d e ceit, o r  t h e  c o n v e r s i o n  of trust f u n d s  on  th e

29 p a r t  o f  a l i m i t e d  e n t r y  perm i t  b r o k e r  l i c e n s e d  u n d e r  A S  1 6 . 4 3 . 5 0 0  -
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1 6 . A 3 . 5 9 3  s h all m a k e  a c l a i m  to t he c o m m i s s i o n  f or r e i m b u r s e m e n t  o n  a 

f o r m  f u r n i s h e d  by the c o m m i s s i o n .  T he f o r m  s h all b e  e x e c u t e d  u n d e r  

p e n a l t y  of perjury, a n d  i n f o r m a t i o n  r e q u i r e d  to be s u p p l i e d  s h a l l  

i n c l u d e  t he following:

(1) the n a m e  a n d  a d d r e s s  of the p e r m i t  b r o k e r ;

(2) the a m o u n t  of the a l l e g e d  loss;

(3) the d a t e  or  p e r i o d  of t i m e  d u r i n g  w h i c h  the a l l e g e d  

loss o c c u r r e d ;

(A) the d a t e  u p o n  w h i c h  the a l l e g e d  loss w a s  d i s c o v e r e d ;

(5) the n a m e  an d  a d d r e s s  of the c l a i m a n t ;  or

(6) the g e n e r a l  s t a t e m e n t  of facts r e l a t i v e  to the c l a i m­

ant .

(b) A copy of a c l a i m  f i led w i t h  the c o m m i s s i o n  u n d e r  (a) of 

this s e c t i o n  shall be s ent to the p e r m i t  b r o k e r  a l l e g e d  to h a v e  c o m­

m i t t e d  the m i s c o n d u c t  r e s u l t i n g  in  losses, at least 20  days b e f o r e  a 

h e a r i n g  h e l d  on the c l a i m  by the c o m m ission.

(c) W i t h i n  s e v e n  days a f t e r  r e c e i p t  of n o t i c e  of a c l a i m  u n d e r  

(b) of this s e c t i o n  t he p e r m i t  b r o k e r  a g a inst w h o m  t he c l a i m  is m a d e

m a y  e l e c t  to d e f e n d  t h e  c l aim as a s m all claims a c t i o n  in d i s t r i c t

court if the c l a i m  d o e s  not e x c e e d  the small c l a i m s  j u r i s d i c t i o n a l  

limit. A n  e l e c t i o n  to d e f e n d  a c l a i m  in  d i s t r i c t  court u n d e r  the 

s m all c l a i m s  rules m a y  not be r e v o k e d  by the b r o k e r  w i t h o u t  th e  c o n­

sent of the claimant. U p o n  r e c e i p t  of a v a l i d  w r i t t e n  e l e c t i o n  u n d e r  

this s u b s e c t i o n  the c o m m i s s i o n  s h all d i s m i s s  the c l a i m  filed w i t h  the 

c o m m i s s i o n  and n o t i f y  t he c l a i m a n t  t hat the c l a i m  m u s t  be b r o u g h t  as a 

sm all c l aims a c t i o n  in the a p p r o p r i a t e  state court.

(d) A  c l a imant u n d e r  this s e c t i o n  shall p a y  a f i l i n g  fee of $ 250 

to the c o m m i s s i o n  at t he time th e  c l a i m  is filed. Th e  f i l i n g  fee 

s h all be  r e f u n d e d  o n l y  if
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1 (1) the c o m m i s s i o n  m a k e s  a n  a w a r d  t o  t h e  c l a i m a n t  f r o m  t he

2 l i m i t e d  e n t r y  p e r m i t  s u r e t y  fund;

3 (2) the c l a i m  is d i s m i s s e d  u n d e r  (c) o f  t his s e c t i o n ;  o r

4 (3) the c l a i m  is w i t h d r a w n  b y  t h e  c l a i m a n t  b e f o r e  t h e

5 c o m m i s s i o n  h o l d s  a h e a r i n g  o n  t he c l a i m .

6 Sec. 1 6 . 4 3 . 5 8 3 .  C O N S I D E R A T I O K  O F  A P P L I C A T I O N .  (a) U p o n  r e c e i p t

7 of  a c l a i m  f or r e i m b u r s e m e n t ,  t h e  c o m m i s s i o n  m a y ,  i n  c o n s i d e r i n g

8 w h e t h e r  a c l a i m  s h o u l d  be g r a n t e d ,

9 (1) t a k e  a nd h e a r  e v i d e n c e  p e r t a i n i n g  to t he c l a i m ;

10 (2) a d m i n i s t e r  o a t h s  a n d  a f f i r m a t i o n s ;

11 (3) c o m p e l ,  by  s u b p o e n a ,  t h e  a t t e n d a n c e  o f  w i t n e s s e s  a n d

12 t he p r o d u c t i o n  of b o o k s ,  p a p e r s  a n d  d o c u m e n t s  p e r t a i n i n g  to  t h e  c l a i m ;

13 (4) e n g a g e  the s e r v i c e s  o f  an  i n v e s t i g a t o r ,  a c c o u n t a n t ,  or

14 o t h e r  e x p e r t  n e c e s s a r y  to p r o c e s s  t h e  claim.

15 (b) A  c e r t i f i e d  or a u t h e n t i c a t e d  c o p y  o f  a r e c o r d ,  i n c l u d i n g  a

16 t r a n s c r i p t  of t e s t i m o n y ,  of a h e a r i n g  h e l d  u n d e r  AS  1 6 . 4 3 . 5 4 0  i n  w h i c h

17 f r aud, m i s r e p r e s e n t a t i o n ,  d e c e i t ,  o r  c o n v e r s i o n  of  f u n d s  o n  t h e  p a r t

18 of  a l i c e n s e d  b r o k e r  is e s t a b l i s h e d ,  m a y  c o n s t i t u t e  s u f f i c i e n t  evi-

19 d e n c e  to s u p p o r t  a finding.

20 (c) B e f o r e  t h e  c o m m i s s i o n  f i n d s  that p a y m e n t  s h o u l d  be  m a d e  fro m

21 the l i m i t e d  e n t r y  p e r m i t  s u r e t y  f u nd, the p e r m i t  b r o k e r  s h a l l  be

22 a f f o r d e d  a n  o p p o r t u n i t y  to f i l e  w i t h  th e  c o m m i s s i o n ,  w i t h i n  10 d a y s

23 a f t e r  r e c e i p t  of n o t i f i c a t i o n  of  t h e  c l a i m  u n d e r  A S  1 6 . 4 3 . 5 8 2 ( b ) ,

24 e i t h e r  a w r i t t e n  s t a t e m e n t  in  o p p o s i t i o n  to t h e  c l a i m  o r  an  a p p l i c a -

25 t i o n  for t h e  p r e s e n t a t i o n  of  a d d i t i o n a l  e v i d e n c e .

26 (d) T h e  c l a i m a n t  b e a r s  t h e  b u r d e n  of  p r o o f  of  e s t a b l i s h i n g  t hat

27 the c l a i m a n t  s u f f e r e d  l o s s e s  i n  a t r a n s a c t i o n  as  a r e s u l t  o f  fraud,

28 m i s r e p r e s e n t a t i o n ,  d e c e i t ,  o r  t h e  c o n v e r s i o n  o f  t r u s t  f u n d s  o n  t h e

29 p a r t  of a p e r m i t  b r o k e r  a n d  t h e  e x t e n t  of  t h o s e  losses. F a c t s  s h a l l
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b e  e s t a b l i s h e d  b y  a p r e p o n d e r a n c e  o f  t h e  e v i d e n c e .

(e) T h e  c o m m i s s i o n  m a y  p o s t p o n e  c o n s i d e r a t i o n  of  a  c l a i m  u n t i l  

a f t e r  a h e a r i n g  u n d e r  A S  1 6 . 4 3 . 5 4 0  o r  u n t i l  a f t e r  a  p e n d i n g  o r  c o n t e m­

p l a t e d  c o u r t  p r o c e e d i n g  is c o m p l e t e d .

(f) T h e  p r o v i s i o n s  of t h i s  s e c t i o n  do  n o t  a p p l y  to a  c l a i m  that 

is d i s m i s s e d  u n d e r  AS  1 6 . 4 3 . 5 8 2 ( c ) .

Sec. 1 6 . 4 3 . 5 8 4 .  F I N D I N G S  A N D  P A Y M E N T .  A t  t h e  c o n c l u s i o n  o f  the 

c o m m i s s i o n ' s  c o n s i d e r a t i o n  of  a c l a i m  m a d e  u n d e r  A S  1 6 . 4 3 . 5 8 2 ,  the 

c o m m i s s i o n  s h a l l  m a k e  w r i t t e n  f i n d i n g s  a n d  c o n c l u s i o n s  o n  t h e  e v i­

den c e .  If  the c o m m i s s i o n  f i n d s  t h a t  th e  c l a i m a n t  h a s  s u f f e r e d  a loss 

i n  a t r a n s a c t i o n  as a r e s u l t  of f r aud, m i s r e p r e s e n t a t i o n ,  d e c e i t ,  or  

t h e  c o n v e r s i o n  of t r u s t  f u n d s  o n  t he p a r t  o f  a p e r m i t  b r o k e r ,  the 

c o m m i s s i o n  m a y  a w a r d  a c l a i m a n t  r e i m b u r s e m e n t  o ut of t h e  l i m i t e d  e n t r y  

p e r m i t  s u r e t y  f u n d  f o r  t he c l a i m a n t ' s  l oss u p  to $ 1 0 , 0 0 0 .  H o w e v e r ,  

n o t  m o r e  t h a n  $ 1 0 , 0 0 0  m a y  be  p a i d  f or e a c h  t r a n s a c t i o n  r e g a r d l e s s  of 

t h e  n u m b e r  of p e r s o n s  i n j u r e d  o r  t he n u m b e r  o f  p e r m i t s  i n v o l v e d  i n  the 

t r a n s a c t i o n .

Sec. 1 6 . 4 3 . 5 8 5 .  H E A R I N G  C O S T S .  (a) W h e n  a n  a w a r d  is s m d e  f r o m  

t h e  l i m i t e d  e n t r y  p e r m i t  s u r e t y  f u n d  u n d e r  A S  1 6 . 4 3 . 5 8 4 ,  t h e  c o m m i s­

s i o n  m a y  c h a r g e  to t h e  f u n d  t h e  c o s t s  of  a h e a r i n g  h e l d  u n d e r  A S  16.- 

4 3 . 5 4 0  or  1 6 . 4 3 . 5 8 3 .  A m o u n t s  s u b s e q u e n t l y  r e c o v e r e d  b y  t h e  c o a m i s s i o n  

f o r  t h e s e  c o s t s  f r o m  t h e  l i c e n s e e  u n d e r  A S  1 6 . 4 3 . 5 4 0 ( b )  o r  f r o m  o t h e r  

p a r t i e s  u n d e r  AS  1 6 . 4 3 . 5 9 0  s h a l l  be  d e p o s i t e d  to t h e  l i m i t e d  e n t r y  

p e r m i t  s u r e t y  fund.

(b) A n  a m o u n t  c h a r g e d  to  t h e  s u r e t y  f u n d  b y  t h e  c o m m i s s i o n  f o r  

c o s t s  u n d e r  (a) of t h i s  s e c t i o n  m a y  n o t  b e  c o n s i d e r e d  i n  d e t e r m i n i n g  

th e  m a x i m u m  r e i m b u r s e m e n t  to b e  a w a r d e d  u n d e r  A S  1 6 . 4 3 . 5 8 4  o r  i n  

d e t e r m i n i n g  t h e  m a x i m u m  l i a b i l i t y  of t h e  s u r e t y  f u n d  u n d e r  A S  1 6 . 43.- 

587.
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Sec. 16.43.586. P A Y M E N T  OF  S M A L L  C L A I M S  J U D G MENT. If a c l a i m  

o r i g i n a l l y  filed w i t h  the c o m m i s s i o n  is d i s m i s s e d  a nd is h e a r d  as a 

sm all c l a i m s  a c t i o n  u n d e r  AS  1 6 . 4 3 . 5 8 2 ( c )  a n d  the c l a i m a n t  p r e v a i l s  in 

the s m a l l  claims a c t i o n  a g a i n s t  the p e r m i t  br o ker, t he c o m m i s s i o n  

s h a l l  m a k e  a n  a w ard f r o m  the s u r e t y  f u n d  of t h e  o u t s t a n d i n g  p o r t i o n  of  

the small claims j u d g m e n t  o n  r e c e i p t  of a c o p y  o f  the fi nal j u d g m e n t  

a nd an  af f i d a v i t  f r o m  the c l a i m a n t  s t a t i n g  that m o r e  t h a n  30 d a y s  h a v e  

e l a p s e d  s i n c e  the j u d g m e n t  b e c a m e  f i n a l  a n d  that the p e r m i t  b r o k e r  ha s  

not s a t i s f i e d  the j u d g m e n t  d u r i n g  t hat time. A f t e r  p a y m e n t  o f  a s m a l l  

claims j u d g m e n t  the c o m m i s s i o n  is s u b r o g a t e d  to t h e  c l a i m a n t ' s  r i g h t s  

in the j u d g m e n t  u n d e r  AS 16.43.590.

Sec. 16.43.587. M A X I M U M  L I A B I L I T Y .  (a) T h e  m a x i m u m  l i a b i l i t y  

of the l i m ited e n t r y  permit s u r e t y  f u n d  m a y  not e x c e e d  $ 5 0 , 0 0 0  for a n y  

one broker.

(b) If the $ 5 0 , 0 0 0  l i a b i l i t y  of  t he f u n d  as p r o v i d e d  i n  (a) of  

this s e c t i o n  is i n s u f f i c i e n t  to p a y  in f u l l  the v a l i d  c l a i m s  of t h e  

p e r s o n s  w h o  have f i l e d  claims a g a i n s t  o n e  b r o k e r ,  t h e n  t he $ 5 0 , 0 0 0  

shall be d i s t r i b u t e d  a m ong the c l a i m a n t s  in the r a t i o  that t h e i r  

i n d i v i d u a l  claims b e a r  to t he a g g r e g a t e  o f  v a l i d  claims, o r  in  a n o t h e r  

m a n n e r  that the c o m m i s s i o n  c o n s i d e r s  e q u i t a b l e .  D i s t r i b u t i o n  s h a l l  be  

a m o n g  the persons e n t i t l e d  to s h a r e  in t h e  r e c o v e r y ,  w i t h o u t  r e g a r d  to 

the o r d e r  of p r i o r i t y  in w h i c h  t h e i r  c l a i m s  w e r e  filed.

Sec. 16.43.588. O R D E R  O F  C L A I M  P A Y M E N T .  I f  the m o n e y  d e p o s i t e d  

in the limited e n t r y  perm i t  s u r e t y  f u n d  is i n s u f f i c i e n t  at a g i v e n  

t ime to satisfy a d u l y  a u t h o r i z e d  c l a i m  a g a i n s t  th e  fund, th e  c o m m i s­

sio n  shall, w h e n  s u f f i c i e n t  m o n e y  h as b e e n  d e p o s i t e d  in t h e  f u n d  a n d  

a ppr o p r i a t e d ,  s a t i s f y  u n p a i d  c l a i m s  in  t h e  o r d e r  that the c l a i m s  w e r e  

o r i g i n a l l y  filed, p l u s  a c c u m u l a t e d  i n t e r e s t  at the r a t e  of  e i g h t  

p e r c e n t  a year.
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Sec. 1 6 . 4 3 . 5 8 9 .  F A L S E  C L A I M S  O R  D O C U M E N T S .  A  p e r s o n  w h o  files 

w i t h  t he c o m m i s s i o n  a n o t i c e ,  s t a t e m e n t  o r  o t h e r  d o c u m e n t  r e q u i r e d  

u n d e r  this c h a p t e r  that c o n t a i n s  a n  i n t e n t i o n a l  m a t e r i a l  m i s s t a t e m e n t  

of fact, is g u i l t y  of a m i s d e m e a n o r  an d  is p u n i s h a b l e  b y  i m p r i s o n m e n t  

for a p e r i o d  of not m o r e  t h a n  o n e  year, or  a fine of n o t  m o r e  t h a n  

$1,000, or by  both.

Sec. 1 6 . 4 3.590. R I G H T  TO S U B R O G A T I O N .  W h e n  the c o m m i s s i o n  has 

p a i d  to a c l a i m a n t  from the l i m i t e d  e n t r y  p e r m i t  s u r e t y  f u n d  t he sum 

a w a r d e d  by the c o m m i s s i o n ,  the c o m m i s s i o n  s h all b e  s u b r o g a t e d  to the 

r i g h t s  of the c l a imant to the a m o u n t  p a i d  and the c l a i s m n t  s h all 

a s s i g n  all right, title, a nd i n t e r e s t  in that p o r t i o n  of t h e  c l a i m  to 

the c o m m i s s i o n .  A m o u n t s  s u b s e q u e n t l y  r e a l i z e d  b y  the c o m m i s s i o n  on  

the c l a i m  s h a l l  be d e p o s i t e d  to th e  l i m i t e d  e n t r y  p e r m i t  s u r e t y  fund.

Sec. 16.43.591. D I S C I P L I N A R Y  A C T I O N  A G A I N S T  B R O K E R S .  R e p a y m e n t  f*~

in full of o b l i g a t i o n s  to the l i m i t e d  e n t r y  p e r m i t  s u r e t y  f u n d  does 

not n u l l i f y  o r  m o d i f y  the e f f e c t  of d i s c i p l i n a r y  p r o c e e d i n g s  b r o u g h t  

u n d e r  the p r o v i s i o n s  of A S  1 6 . 4 3 . 5 0 0  - 16 . 4 3 . 5 9 3 .

Sec. 16.43.592. E X C E P T I O N S .  AS 1 6 . 4 3 . 5 0 0  - 1 6 . 4 3 . 5 9 3  d o  not

ap ply to

(1) a p e r s o n  w h o  is not a l i c e n s e d  p e r m i t  b r o k e r  w h o  m a k e s  

a t r a n s a c t i o n  w i t h  r e s p e c t  to a l i m i t e d  e n t r y  p e r m i t  the p e r s o n  owns 

or o n  the p e r s o n ' s  o w n  b e half;

(2) an a t t o r n e y  in fact u n d e r  a p o w e r  of a t t o r n e y  a u t h o r i z­

ing the c o n s u m m a t i o n  of a s p e c i f i c  t r a n s a c t i o n ;  an  a t t o r n e y  in fact 

m a y  not act as suc h  f or m o r e  t h a n  two t r a n s a c t i o n s  in a c a l e n d a r  year;

(3) a l a w y e r  p e r f o r m i n g  d u t i e s  as a lawyer;

(4) a p u b l i c  o f f i c i a l  in  t he c o n d u c t  of o f f i c i a l  duties;

(5) a p e r s o n  a c t i n g  as r e c e i v e r ,  trustee, a d m i n i s t r a t o r ,

e x e c u t o r ,  o r  guardian;

m

HB 652 -1 2 -



r

f * )

1 (6) a p e r s o n  a c t i n g  u n d e r  c o u r t  orde r ;

2 (7) a p e r s o n  a c t i n g  u n d e r  t h e  a u t h o r i t y  of a w i l l  o r  t r u s t

3 i n s t r u m e n t .

4  Sec. 1 6 . 4 3 . 5 9 3 .  R E G U L A T I O N S .  T h e  c o m m i s s i o n  s h a l l  a d o p t  r e g u -

5 l a t i o n s  r e a s o n a b l y  n e c e s s a r y  to i m p l e m e n t  t he p r o v i s i o n s  of A S  16.-

6 4 3 . 5 0 0  - 1 6 . 4 3 . 5 9 2 .

o

o
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