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SUMMARY CSHB 325;

Amends AS 45.55.200 relating to orders and injunctions under
the Alaska Securities Act. When the Commissioner of Commerce and
Economic Development determines that a personhas engaged or is
about to engage in a practice in violation ofthe Alaska Sec. Act
he may, after giving reasonable notice, issuean order directing
the person to cease and desist from continuing the act, or he may
bring an action in the superior court. He may issue a temporary
order pending the hearing, which shall remain in effect until 10
days after the hearing is held, and which becomes final, if the
person to whom the notice is addressed does not request a hearing
within 15 days after receipt, Bill expands the scope of the order
issued by the administrator, and requires the person to file an-
nual reuorts, proxies, consents W authorizations, proxy statements,
or materials relating to proxy solicitations, with the administrator
for examination, 10 working days before a distribution to sharehol-
ders. This period of filing n\éay not exceed three years.

If the proxies were solicited by untrue or misleading means
(prohibited under AS 45.55.160) the order shall void the proxies
including their future exercise or actions resulting from their
past exercise.



DEPARTMENT OF COMMERCE & /

ECONOMIC DEVELOPMENT j POUCH D
OfRCEOF THECOMMISSIOKER ' JUNEAU. ALASKA 93811

Phone: 465-2500
April 28, 1981

Honorable Bob Mulcahy

Chai rman

Senate Labor &
Commerce Committee

Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: SB 411
SB 411 which will soon be before your com,iittee 1is a
companion bill to CSHB 325 which recently passed the
House.
/
Although the House Labor and Commerce Committee was

provided with a Fiscal Note and testimony on this
bill, thr Dill 1inadvertently passed the House without

the attendant Fiscal Note. We are enclosing herewith
a copy of that Fiscal Note as we feel it is important
+hat it be considered by your committee.. In addition,

we are enclosing a copy of our Bill Analysis which
requests that the language of SB 411 be conformed to

that of CSHB 325. These changes will make clear that

the area of concern 1is solely that of Native corporations.

The Division of Banking and Securities®” staff is
available for testimony on the bill at such time as
you may schedule it for hearing.

Y&*nvary truly,

f

Charles R. Webber
Commissioner

CRW/mc2/1
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Department of Commerce and Economic Development
Division of Banking and Securities

Bill Analysis
SB 411

Senate Bill 411, "An Act relating to orders under the Alaska Securi—
ties Act of 1959," provides the Administrator of Securities with
proper authority to take action against deceptive and fraudulent
practices in proxy solicitations. The bill corrects the lack of
administrative remedies in AS 45.55.159, enacted in 1977.

The intention in adding the two new sections, (B) and (C), to

AS 45.55.200(a) 1is to provide proper enforcement for violations of
Section 160 by companies described in Section 139 only. The legisla—
tion, as introduced, does not limit the Administrator®s authority to
proxy solicitations by "ANSCA corporations. In fact, it would permit
the Administrator to take action against the GM"s and IBM"s even
though the Alaska Securities Act does not otherwise provide such
authority, as their pro”y solicitations are already fully regulated
under the Federal Securities Act of 1934.

The Division of Banking and Securities recommends the adoption of the
amendments incorporated.in CSHB 325 (L & C). With this proposed
amendment, the Division would be in favor of this legislation to
clarify and provide adequate authority over misleading and fraudulent
proxy solicitations by Native corporations.



When AS 45.55.139 was enacted in 1977, the Division of Banking and Securities
had no prior history or other documentation to show the potential impact of
administering proxy laws and regulations relative to the Alaska Native Claims
Settlement Act. Based cn investigative time and costs incurred in this area
since 1977 and on the fact that 31 regional and village corporations currently
come under the provisions of AS 45.55.139 and this proposed legislation, the
projected costs are reasonable.

Travel costs include investigative travel of securities staff for hearings and
witness travel costs. Contractual cost is for additional persons as required
by the Department of Administration pursuant to the memorandum of February 5,
1981.
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April 1, 1981

STATEMENT BY DONALD F. NIELSEN
IN SUPPORT OF HOUSE.BILL NO. 325

/

My name is Donald F. Nielsen. | am the Vice President of
Bristol Bay Native Corporation. Today, | am speaking on behalf
of Bristol Bay Native Corporation and the Alaska Federation of
N atives. Both organizations support house B ill No. 325-entitled
™in Act relating to orders under the Alaska Securities Act of 1959."
This b ill would expand the remedies the State has in dealing with
false and misleading statements made in proxy solicitations of
Native corporation shareholders.

By way of background, let me state that Alaska Native Claims
Settlement Act corporations are exenpt from federal securities laws.
Instead, their proxy solicitations are governed solely by the State
of Alaska. Recently, ‘the State took a major step to insure fairness
in proxy solicitations of Native shareholders. The mechanism to
insure fairness was regulations under Alaska Statute 45.55.139 and
160. These new regulations require that proxy solicitations give
N atives shareholders the type of information that is necessary for
them to make an informed judgment before voting on matters presented

for their consideration, such as election of directors or approval



of proposals. These regulations are comprehensive and reasonable.
However, without adequate enforcement, they are meaningless.

At present, the State is sure of only two enforcement
alternatives: (D a criminal proceeding under Alaska Statute
45_.55.210 with a fine, jail term or both, or (2 a civil
proceeding with injunctive relief. One 1is, in many cases, too
harsh a remedy, and the other is time consuming.

A prompt enforcement alternative is needed with a range of
lesser penalties. Such a solution is embodied in House Bill No. 325.
First, i1t applies to administrative hearings which are less expensive
and time consuming for all. Second, 1its penalties are not harsh
fines or jail sentences, but pre-distribution review of solicitation
materials and/or voiding of proxies where there is a finding of
false or misleading statements.

Bristol Bay Native Corporation believes that the new proxy
regulations need to be enforced promptly for the protection of
Native shareholders. We believe that House Bill No. 325 creates
the opportunity for such prompt, enforcement. Therefore, we support

the passage of House Bill No. 325.
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leadership will comply_fnllv wifli the intent of this_pix»vision anti will
submit annual reports”to their stockholders which urc as effective in
disclosing corporate, activities as those prepared by companies irgn-
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SECTION*

Subsection (a) merely makes clear the congressional intent that
payments and grants uncler the Settlement Act me not to he deemed a
substitute for any governmental program or benefit which is otherwise
available to Alnskn Natives as citizens of the United Stat ;s and Alaska.

Subsection (b) makes clear that benefits inider the Settlement Act
shall not be considered as income or other resources for purposes of the
Food Stamp program. The background to subsection (b) is provided
in an August 6, 1974, memorandum prepared by the Congressional
Research Service of the Library of Congress:

The Librart or Congress. Washington. D.C. 20540

THE COUNTING OF INCOME FItOM PAYMENTS UNDER THE ALASKA
NATIVE CLAIMS SETTLEMENT ACT IN DETERMINING ELIGIBILITY
EFS%E'%,I\]T% THE AMOUNT OF FOOD STAMP AND CASH WELFARE

Food Stamps

In March 1974. the State of Alaska notified the Federal
offices of the Food Stnmp Program (in the USDA'’s Food nnd
Nutrition Service) that it was Alaskirs interpretation that
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March 19, 19SI
Myrtle Johnson
Special Assistant
P.0. Box 25
Nome, Alaska 99762
State Banking V.curities Office ,
ATTN: Jair.es Thu... son
Pouch D

Juneau, Alaska 99S11
Dear Jair.cs,

Enclosed you will find a complete proxy packet that was mailed to all Stockholders
enrolled to Sitnasuak. And-this was all we received. . Note postmark March 2nd/meet-
inu was March 14th.

Here are the concerns of the Shareholders.:---———-———--—-

1. The motion that was made to postpone the meeting, reason not enough time had been
allowed for the proxy®"s and the way of filing of the conflict of interest plus the
proxy statement forms had not been made available. Also the proxy enclosed in the
packet had no blank line for write-ins.

Tins motion was ruled out of order by the Legal Council for the Sitnasuak Corp.
The motion or second never were cancelled out. They were left hanging fire.

2. At the end of the Election the Shareholders in attendance would not accept the
results of the Election.

3. A shareholders meeting was called and they decided to challenge the meeting.
Immediately after the Annual meeting was adjourned.

4. A Shareholders info meeting was calledthe next Tuesday after the meeting. 145
shareholders in attendance and voiced their concerns of the Election and Meeting.
Since Juneau had already been called Monday of this week and they requested more

info concerning the proxy®"s we would send all info gathered this evening to Juneau.

It was noted the highest voter getter,went around telling every one she was for
disbursement and when the time came to show of hands v?ho was fordisbursement she held
hor hand up against disbursement. After she had all Cue proxy votes in hand. One
shareholder told how he illegally voted his sons ballot, by signing his name to the
ballot, he knew it had no time to get to the North slope and back in time for the
meeting. (Attached is the concerns from that evening®s meeting.)

5. An Organizational meeting -of the new Board was held 3-18-81 at the Sitnasuak Office.
As meeting began one shareholder voiced the Shareholders were challenging the

Elc- .ion results and this meeting was illegal. The Board memberssaid we don"t care

and went on with the meeting, electingofficers and etc.



of proposals. These regulations are comprehensive and reasonable.
However, without adequate enforcement, they are meaningless.

At present, the State is sure of only two enforcement
alternatives: (1) a criminal proceeding under Alaska Statute
45.55.210 with a fine, jail term or both, or (2) a civil
proceeding with injunctive relief. One is, in many cases, too
harsh a remedy, and the other is time consuming.

A prompt enforcement alternative is needed with a range of
lesser penalties. Such a solution is embodied in House B ill No. 325.
First, it. applies to administrative hearings which are less expensive,,
and time consuming for all. Second, its penalties are not harsh

Ve
fines or jail sentences, but pre-distribution review of solicitation
m aterials and/or voiding of proxies where there is a finding of
false or misleading statements. /

Bristol Bay Native Corporation believes that the new proxy
regulations need to be enforced promptly for the protection of
Native shareholders. We believe that House B ill No.. 325 creates

the opportunity for such prompt.enforcement. Therefore, we support

the passage of House B ill No. 325.
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The intention of adding the two new sections, B and C, to AS 45.55.200(a)
is to provide proper enforcement for violations of Section 150 by companies
described in Section 139 only. The legislation, as introduced, does

not limit the Administrator®s authority to proxy solicitations by ANCSA
corporations. In fact, it would permit the Administrator to take action
against the GM"s and IBM"s even though the Alaska Securities Act does

not otherwise provide such authority as their proxy solicitations are
already fully regulated under the Federal Securities Act of 1934.

With the proposed language added., the Division of Banking and Securities
would be in support of this legislation to clarify and provide adequate
authority over misleading and fraudulent proxy solicitations by Native

corporations.



FURTHER: Judiciary

4/16/81 _
Date: //
Mr. President:
The Committee on LABOR & COMMERCE .has had CSHB 325 (L&C)

Alaska Securities Act of 1959

under consideration and; (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 same title

[ 1 do pass [ ) do not pass
C 1] do pass with attached amendments(s)
1 1 replace with CS for [ 1 new title

and recommends

[ 1 AND attaches a "Letter of Intent"” [ 1 New Fiscal Note
[ 1 reports it back without recommendation

[ 1 referred to t h e Committee

MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS:

Lm1 Ftscfiu Ijtt&alt

N~ CHAIRMAN /



HNale "eftelatwre

Senate

Committee on £a060r & Commerce Pouch \/
State Capitol
Official Business Juneau, Alaska 99811
COMMITTEE MINUTES: 11 May, 1981

The Senate Committee on Labor and Commerce was called to or-
der by Senator Mulcahy; Senator Fahrenkamp had been excused from
a call on the Senate. Senator Mulcahy announced that HB 214 am
would be the first order of business.

Representative Brown, sponsor of the b ill, provided an over
view of the bill and its amendment, urging passage. Don Koch,
Division of Insurance, gave testimony in support of the bill and

offered to entertain questions of the committee.

Next on the agenda was CS HB 124, addressed by Judy Knight,
Department of Labor, .expressing the Department's support of the b ill,
and explaining the provision granting authority to the commissioner
for waiving the bonding requirements “or those "mom and pop" oper-
ations which neither purchase fish nor use employees. The bill fur-
ther provides penalties for those cash buyers who are un-bonded
(class A misdemeaner) and that both the Departments of Labor and
Fish and Game support this concept. For the record, Senator Mul-
cahy explained that he and Dale Cheek (Dept, of Labor) had discussed
this bill at length. The next testimony given was from Dan Moore,

a cash buyer, who felt that the bonding requirements were restrictive
to small businessmen, and he proposed some amendments for those op-
erations which complied with the "spirit"™ of the intent. Along with
his proposed exemption amendments, he questioned the various effective
dates provided for in the b ill, hoping to amend the effective date

in Section 2. Senator Mulcahy explained the rationale forhaving the
December 31st effective date. Roger Painter, UFA, spoke next, ex-
pressing support for the bill, urging passage.

CSHB 325 was addressed by W illis Kirkpatrick, Divsio.of Banking

Securities, explained that the b ill would allow for remedial actions



for fraudulent proxy solicitations in Native Corporations. Var-
ious Native Corporations have expressed the need to address the
problem of proxy solicitations and this b ill would allow the Dep-
artment to expedite measures thru examination of proxies rather
than injunctive operations. The b ill inadvertantly passed the House
without the attendant fiscal note, and Mr. Kirkpatrick clarified

the fiscal note distributed to the L&C committee explaining the
requirement of additional staff for assisting with proxies at Nat-
ive stcck holders meetings. He urged passage of the b ill.

SB 552 was addressed by Senator Mulcahy who expounded on the
specific problem in the Kodiak community and around the State, where
"live-in" parents in certain institutions are impacted by the wage
and hour act, while working an on call (24 hr.) shift. Bob Smathers,
Department of Labor, explained that wnile the Department supports
the b ill, there may be problems with the Federal Government. The
bill only addresses couples (married), and Mr. Smathers offered
some proposed changes. Judy Knight, DOL, expressed concern with
the language, and Senator Mulcahy suggested we hold the b ill until
the appropriate amendments have been drafted.

HB 214am, CSHB 124, and CSHB 325 were moved from committee with
individual recommendations. Senator Mulcahy adjourned the meeting
at 3:25pm.
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tii.ifipicneiilnlim ia mnlcrinl if (hero ian
=iManiinl likclcltoixl Hint n misnnnhlc
WL.ifflinliler wmilil .ron.sidcr it important in
tlin|( liow lo vote. Subjective jirooflltnl

of Mresnnrotiniaurn Nclunlly grimled
I pmy hcenusc of n folaclioml ia not
CiJnrcil: only tne olijerlive nlnminnl
».inipnisrd in  flip dcliuilion of
<Mirriiility need lie mol. Drown v. WWnrd,
kip <& Op- No. 1825 (File No. .157*1),59.1
r™l 21711979).

I'rniy anllrilnliona Imld mnicrinlly
fitic. —\Where the miarpprnnenli.'d ability
if = legions! corporalinn In ilixlrihuto

Src. 45.55.170. Unlawful

representations

money or Innd lo shareholders on Ilio Inrge
Renle expressed in flic solicitation would he
likely lo influence nlinrcholdcrs lo grant
proxies In the aolicilor, the proxy
Rolicilntiona were mnicrinlly false ns n
mnltcrof Inw. Drown v. Word, Sup. Cl. Op.
No. 1825 (File No. .1579), 091 P.2d 247
(1979).

Allt mul C.J.S. references. —
Atlorney’s prcpnrnlion of Icgnl document
incident lo sale nf securities ns rendering
him  linhlc under stole securities
regulations statutes, G2 AlIJUd 252.

19 C.J.S. Corporations 8§ 931, 1304; 63
C.J.S. Licenslefsf 78. *

concerning

registration or exemption, (a) Neither the fact tb'.cnn application for
twiMmlinn  under AS 45.55.030—45.55.060 or n registration
«tntfincnl under AS 45.56.070—45.65.120 is filed nor the fact that a
primn or security is effectively registered constitutes a finding by the
Administrator that a document filed under this chapter is Lruc,
. (acinplclc, nnd not misleading. Neither Lhe fact of filing nor the fact thnt
mi exemption or exception is .ivnilnblc for a security or a transaction
ninins that Lhe administrator has pnsscd in,any way upon the merits

°r giinlificnlioi:.. of,
warily, or transaction.

of, or recommended or given approval to, a person,

0i) It is unlawful lo make, or cntiso to ho mildc, to n prospective

purdinscr, custo
5 (Ihasnclinii. (6 DOR. 1 10ttfi!

mer, or cllent any representation |ncon3|stent Wlth €)]
_u»r.n.
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oM [ITHN 1 1.1 H "ill)' <I[,0] t* = t ec,

Ihitg > U PEETE I\ 1 il i miilti)e LY

AT IMIlHCE 1. il

wilnl il 11l nroes1iinl, (

N/i'D

anil  milj))is'iuim. in- Vi
may (Il make pulilic or p;;,.*,
eia .-lali! as In* considers new- .
violated or is nlmul lo violit> v<
«'iinlor iimlcr this chapter, or
i or in tlio prescribing of rub - .
mjiiiruAi- permit a person In lil. ,

or IW'cwisr as (lie a(imiiii;Mt

lilisli informalion conccrnini; .
ile or order under (his iliapier.
ligation or proceeding under I): *
a ollieer designated by him a.n
siilipoima witnesses, compel t
mie (In: production al'books, paper*
eemenls, or olher dociimenti ee
pieid«as lelevaul or material In do

lirt.it lo oliev a eeailipoena issued |.
djiplicatmu hv (lie .nlniinistralm
e lulling 11111 to appear before lie
e-signaled hy luin. lo prodmr
| or ~tive evidence touching llie
> Imu. Failure In obey [Im order nl
lee. 1 as a rnnlempl of court.
l-ileuiliug and lesldying or from
‘heliire Ilie niliiiliiislinlor, nr in
mlunslrahu or ollicei'<le.signaled hv
i ilu- adminislralor, oil Ihe ground
esi uf him may lend lo incrieunale
Inlriluir However, no individual
: mi-iiilly or iinTeilurn for or on
* Hung concerning which he is
ei;e agaim.l self incriiainalion, In
"us or olherwis.i*, except that lhe

(O § SRR
]

- te ! V - . . . 0., .,z -4 -
rtJICtn incurred in connection with an examination incident 1o
t ft,uy«All»n under this chapter.
)f ’f} administrator may Y
for annual exaoliinajion,
i.imrdnu’iil advisers. . .
'WP Ifan |ssu_er,dbro or-denlei4 Rgont or invcllmont advisor fails to
j.h the fees'arid expenses piovided fo- in this section, the fees nnd
n/vmes shall ho paid out rtrthe funds of the administrator in the same
tignrr NS 0ther disbursements made by the administrator. The
|;p|.unts pnid from the funds of the administrator are a lien upon all
J dw assets nnd property in this slate of Ihe issuer, brokcr*denlor,
cpnt nr invesimenl adviser and the amount may he recovered by Ihe
literacy KfliPml on behalf of the state.
hji Failure of tho iBHinr, hrokor«donior, ngont nr investment advinor
jmiv fees nnd expensed Ulitloi* this section is fl wilful violation of thifl
dijptcr nnd the violation falls within”*he provisions of AS 45.55.060,
1t55.120, <15.65.200 npd 45.55.2J0. (§ 16 ch 86 SLA 1972)

rulo or order ndopt n schedule of
ocs o.f ifiBuprjg, b»:okor*dCalcr. fluents (

See. 45.55.200. Orders nncl injunctions Whenever it nppeors to
Up ndniinistrntor that a person has engaged or is about to engage in
mi net or prnclice in violulion of any provision of this chapter or rule
cr order under thid chapter, he may

(1) if lie considers it in tho public interest or for the protection of
investors, issue an order dirocting the person to cease and desist from
mnlinwing the net or practice, provided that reasonable notice of nnd
mi opportunity for a hearing shall first be given, except that the
Jdilininistralor may issue a temporary order pending the hearing which
sliall remain in cfTect until 10 days after tho honring is held and which
skl become final if the person lo whom notice is addressed docs not
request a hearing within 15 days after the receipt of notice; or

(2) bring nn action in the superior court lo enjoin the acts or
practices and to enforce compliance with this chaplet* or r\)Ic or order
under this chapter, nnd upon n proner showing, tlufnppropriale remedy
shall lie granted nnd a receiver or .onnorvntor mny he appointed for the
defendant or the defendant's assets; tho court may. not require the
mimiiiistrulor to post a bond. (8§ 308 ch 198 SLA 1959; nm § 1ch 126

SLA 19681

. _STgti.-Zla..EBﬁ)zzbg. [Cirlrminnl penalties, (p) @& person who wilfully
VioTrles & provision of this chapter except as s ss.aso, Or who Wilfully
violates a rule or order under this chapter, or who “ilfully violates as
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BilS.ion No. House Bill 325
jjde An Act Relating tO Orders Under the Alaska Securities Act 0f 1959

Requested bv  Adams Date 3/21/81

FISCAL DETAIL
Agency Affected Commerce and Economic Development

Program Category Affected" Consumer Protection

BRU, Program, or Subprogra.m(s) Affected ~ Banking and Securities
(Note |f more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 81 Fy 82 | FY 83 FY 84 FY .86 ,FY 86

100 PERSONAL SERVICES 2.1 23.4 24.8 26.3 27.9
200 TRAVEL 10.0 10.5 11.0 11.5 12.0
300 CONTRACTUAL 2.7 2.7 2.7 2.7 2.7
400 COMMODITIES 1.0 1.0 0 0 0
500 EOUI1PMENT
600 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC.
TOTAL 0 35.8 37.6 38.5 40.5 42.0

FUNDING  (Thousands of Dollars)
GENERAL FUND 0 35.8 37.6 38.5 40.5 42.6
FEDERAL FUNDS
OTHER (Snecifv Fund Source) f

POSITIONS
FULL TIME 1 1 1 1 1
PART TIME 0 ) -D 0 0
TEMPORARY 0 0 0 0

ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1)
See attached.

IV. DATE slh /u PREPARED RBY,
o AGENCY ur»_

Original: Leglslatlve Finance PHONE 7] LS

cC: et and Management

Prm?e Sponsor (First Legislator Named)

33 001 (Rev. 12/S0
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