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A m m e n d s  A S 4 5 . 4 5 . 0 1 0 ,  ( t r a d e  p r a c t i c e s ,  l e g a l  r a t e  o f  i n t e r e s t )

A b r o k e r - d e a l e r  r e g i s t e r e d  u n d e r  A S 4 5 . 5 5  m a y  c h a r g e  a m a r g i n  a c c o u n t  

c u s t o m e r  i n t e r e s t  u p  to e i g h t  p e r c e n t a g e  p o i n t s  a b o v e  t h e  a n n u a l  r a t e  

c h a r g e d  m e m b e r  b a n k s  by t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  t h a t  p e r -  

v a i l e d  on t h e  d a y  t h e  l o a n  o r  c o m m i t m e n t  w a s  m a d e .
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I N  T H E  P H . N C I P A L  C I T I E S  O r  T H E  

P A C I F I C  N O R T H W E S T  A N D  A L A S K A

DATE FEDERAL DISCOUNT RATE BASE RATE OUR COST

10/ 2.8 — 11/2 1 1 % 10% 14 %

11 /3 - 1 1 / 5 1 1 % 10% 14 1/ 2%

11/6 - 1 1 /16 1 1 % 10% 15 1/ 2%

11 /1 7 12% 10% 16 3/4%

11 / 1 8 - 11 /23 12% 10% 17 1/4%
11 /24 - 11 /27 12% 10% 17 3/4%

11 /28 - 12 /4 12% 10% 18 1 / 2%

12 /5 - 12 /14 13% 10% 20 %
12 /15 - 12 /17 13% 10%. 21 %

12/18 - 12/22 13%, 10% 22 %

12 /23 - 12 /28 13% 10% 21 %

12/29 13% 10%. 20 %

12/30 - 1/27 13% 13% 20 1 / 2%
1/28 - 2/2 13%. 13% 20 V,

2 /3 - 2 / 9 13% 13% 19 %.

2/10 - 2/20 1 3% 13%. 18 1 / 2%

2/21 - 2 / 2 3 13% 13%. 10 %.
2/24 - 3/9 13% 13% 17 1 / 2%
1/10 - 3/11 I 1% 1 3% 17 %

3/12 _ Present' 1 3% 1 3%. 16 1/ 2%

* A d d  ri>. f o r  A K i n k o  U s u r y  L i m i t
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S U B J E C T :

TO:

F R O M :

R a y  A m e n d m e n t s  to SB 1 9 - S e c u r i t y  

B r o k e r a g e  E x e m p t i o n

S e n a t o r  B o b  M u l c a )

T h o m a s  A. S o f o y i r '
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  t h i s  o f f i c e  to p r o p o s e /  d r a f t  l a n g u a g e  f o r  
a m e n d i n g  SB 19 i n  a m a n n e r  w h i c h  w o u l d  e x e m p t  s e c u r i t y  

b r o k e r a g e  f i r m s  f r o m  t h e  u s u r y  c e i l i n g  of A S  4 5 . 4 5 . 0 1 0 ( b ) .
I n  l o o k i n g  i n t o  t h i s  m a t t e r  I h a v e  r e v i e w e d  the. t e s t i m o n y  

s u b m i t t e d  b y  M r .  F r e d  K o k e n  d a t e d  F e b r u a r y  2 a n d  F e b r u a r y  9, 
1981. S t a t e m e n t s  m a d e  b y  Mr. K o k e n  h a v e  r a i s e d  s e v e r a l  
m a t t e r s  w h i c h  c a l l  f o r  f u r t h e r  d e v e l o p m e n t .

A s  a p r e l i m i n a r y  m a t t e r ,  the m o r e  r e c e n t  m e m o  of M r .  K o k e n  

( F e b r u a r y  9, 1 9 8 1 )  a n d  t h e  a t t a c h e d  b i l l  b e f o r e  t h e  H o u s e  i n  
t h e  s t a t e  o f  W a s h i n g t o n  h a s  c l a r i f i e d  t h e  s c o p e  o f  t h e  

e x e m p t i o n  w i t h  w h i c h  w e  a r e  d e a l i n g .  B a s e d  u p o n  t h e  
W a s h i n g t o n  a p p r o a c h  I w o u l d  s u g g e s t  t h a t  a n y  e x e m p t i o n  t o  
A S  4 5 . 4 5 . 0 1 0 ( b )  b e  l i m i t e d  t o  p e r s o n s  r e g i s t e r e d  u n d e r  

A S  4 5 . 5 5  w h i c h  is t h e  A l a s k a  S e c u r i t i e s  A c t .  I do n o t  s e e  a 

n e e d  t o  i n c l u d e  r e f e r e n c e  to t h e  F e d e r a l  S e c u r i t i e s  a n d  
E x c h a n g e  A c t  o f  1 9 3 4  as d i d  t h e  W a s h i n g t o n  b i l l  s i n c e ,  f o r  

o u r  p u r p o s e s ,  t h e  c o v e r a g e  is a p p a r e n t l y  c o n c u r r e n t .
R e f e r e n c e  to A S  4 5 . 5 5  g o e s  a l o n g  w a y  t o w a r d  a d d r e s s i n g  m y  

c o n c e r n  t h a t  w e  d o  n o t  o p e n  t h e  d o o r  f o r  o t h e r  u n i n t e n d e d  
p e r s o n s  or i n s t i t u t i o n s  t o  c l a i m  t h e  e x e m p t i o n  w h i c h  w e  a r e  

c o n s i d e r i n g .  T h e r e  is h o w e v e r  a f u r t h e r  c o n s i d e r a t i o n  w h i c h  
n e e d s  t o  be a d d r e s s e d .  M r .  K o k e n ' s  F e b r u a r y  2, 1 9 8 1  s t a t e m e n t  

m e n t i o n e d  t h a t  it is n o t  m e r e l y  t h e  t y p e  of i n s t i t u t i o n  w h i c h  
m u s t  b e  c o n s i d e r e d  b u t  a l s o  t h e  n a t u r e  of t h e  " l o a n "  w h i c h  
i t  m a k e s .  I n  t h a t  e a r l i e r  s t a t e m e n t  h e  d i s c u s s e s  t e r m s  s u c h  

as " e f f e c t i v e  a n n u a l  r a t e "  a n d  " o p e n  l i n e "  o f  c r e d i t .
R e f e r e n c e  to t h e s e  c o n c e p t s  w o u l d  a p p a r e n t l y  a l l e v i a t e  t h e  
p r o b l e m  w h i c h  h i s  f i r m ,  a n d  t h o s e  s i m i l a r l y  s i t u a t e d ,  h a v e



S e n a t o r  Eob Mulq$
Page  2
F e b r u a r y  11 ,  1981

e x p e r i e n c e d  i n  t h e s e  i n f l a t i o n a r y  t i m e s .  T h e  p r o b l e m  w h i c h  
t h i s  c r e a t e s  is t h a t  t h e  t e r m s  " e f f e c t i v e  a n n u a l  r a t e "  a n d  

" o p e n  l i n e "  o f  c r e d i t  a r e  n o t  d e f i n e d  a n y w h e r e  i n  t h e  
s t a t u t o r y  b a s e  w h i c h  m a k e s  u p  t h e  t e x t  o f  t h e  A l a s k a  

S t a t u t e s .  W a s h i n g t o n  H o u s e  B i l l  9 6  a t t a c h e d  to t h e  

F e b r u a r y  9, 1 9 8 1  s t a t e m e n t  o f  Hr. K o k e n  s u g g e s t s  t h a t  t h e  
e x e m p t i o n s  s h o u l d  b e  a v a i l a b l e  if t h e  u n d e r l y i n g  l o a n s  (1 ) 
m a y  b e  p a i d  i n  f u l l  a t  t h e  o p t i o n  o f  t h e  b o r r o w e r  a n d  (2 ) 

a r e  s u b j e c t  to c r e d i t  r e g u l a t i o n s  o f  t h e  f e d e r a l  r e s e r v e  
s y s t e m .  A l t h o u g h  I a m  n o t  s u r e ,  I d o  n o t  b e l i e v e  the t w o  

a p p r o a c h e s  o u t l i n e d  i n  t h e  F e b r u a r y  2, a n d  F e b r u a r y  9 

s t a t e m e n t s  o f  Mr. K o k e n  w o u l d  a c c o m p l i s h  e q u i v a l e n t  r e s u l t s .

W e  c o u l d  o f  c o u r s e  m e r e l y  e x e m p t  p e r s o n s  r e g i s t e r e d  u n d e r  

AS 4 5 . 5 5  f r o m  t h e  i n t e r e s t  cei-lings s e t u p  i n  AS 4 5 . 4 5 . 0 1 0 ( b ) .  

T h a t  p a r t i c u l a r  a p p r o a c h  l e a v e s  t h e  s t i l l  f u r t h e r  q u e s t i o n  

as to w h e t h e r  w e  m e r e l y  w a n t  t o  e x e m p t  t h e m  f r o m  t h e  c e i l i n g  

i n  s u b s e c t i o n  (b) o r  c r e a t e  a  d i f f e r e n t  c e i l i n g  f o r  t h e m .
Mr. K o k e n ' s  F e b r u a r y  2, 1981 l e t t e r  s u g g e s t s  th a t  a h i g h e r  

c e i l i n g  w o u l d  be a p p r o p r i a t e  w h i l e  t h e  F e b r u a r y  9 s t a t e m e n t  
i n d i c a t e s  o u t r i g h t  e x e m p t i o n  f r o m  a n y  u s u r y  c e i l i n g .

In s h o r t ,  t h e  i s s u e s  w h i c h  r e m a i n  a r e  (1) w h e t h e r  w e  w a n t  an 

o u t r i g h t  e x e m p t i o n  f r o m  the u s u r y  c e i l i n g  f o r  p e r s o n s  
r e g i s t e r e d  u n d e r  AS 4 5 . 5 5  or d o  w e  m e r e l y  w a n t  t o  c r e a t e  a 
d i f f e r e n t  c e i l i n g  f o r  s u c h  p e r s o n s ,  a n d  (2 ) is t h e r e  a n e e d  

to c l a r i f y  f o r  t y p e  o f  " l o a n "  w h i c h  q u a l i f i e s  f o r  the 

e x e m p t i o n  w h i c h  w e  a r e  c r e a t i n g  or d o  w e  w a n t  to e x e m p t  a l l  
s u c h  t r a n s a c t i o n s ,  e v e n  s h o r t  t e r m  l o a n s  to w h i c h  r a t i o n a l e  

e a r l i e r  a d v a n c e d  b y  M r .  K o k e n  m i g h t  n o t  a p p l y .

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

d r a f t i n g  t a s k .  T h e  a r e a /  o f  s e c u r i t i e s  b r o k e r a g e  a n d  

i n v e s t m e n t  c o u n s e l i n g  is o n e  i n  w h i c h  I h a v e  v e r y  l i t t l e  

e x p e r t i s e  a n d  i n  w h i c h  I b e l i e v e  w e  s h o u l d  p r o c e e d  w i t h  
g r e a t  c a u t i o n .  I w o u l d  b e  h a p p y  t o  d i s c u s s  t h e s e  m a t t e r s  
f u r t h e r  w i t h  y o u  at y o u r  c o n v e n i e n c e .

TAS.-blg

E n c l o s u r e



rosier a Marshall Inc.
20b Co'ur.bia Avenue 
Seattle, iis s r in g  ton S810A

RE: Loan for Business Purposes

Dear Si r :

I understand -r.at uncer the tems c1 a business loan o' over 
515,C0C .v.oicn 1 nave with, you, the o r’./ loan advances wvlth you 
nane to c lients are so le ly for business purposes. I a : ree that 
you rray rely on tne statements mace here concerning rry nargin 
sorrowing to take advantage of State ar.o Federal exemptions from 
tne usuary provisions of the Revised Code of Washington.

This advance of is ror my ousiness purpose of
1

rea lize  a l l the provisions of the Customer Agreement and the sup­
plement to tne Customer Agreement, which I have previously executed, 
w i l l  continue in effect .

S incerely ,

/ / / / S  / S  /) C (  /// y /  * '
l  ! <  E d  t / a  /  _ *

|P ' / t-v. \LAc/r 6 f  c\ r t Pi, ( j ; : , C C//■*>/ s

t (i &// /;>/ .’ C . 2,̂ 'f /i C A -  /:)/

h  ^ r * v  / -  / S C £ J / •;/ i  ’ rj^  U\/C f ? 'd  a V . ^ v - '

L ^ A*- T>hs C-c / / ~ "



SUPPLEMENT TO CUSTOMER AGREEMENT 
FOR MARGIN ACCOUNT CUSTOMERS

In consideration for Foster & Marshall Tn . extending and continuing 
to extend cred it to my margin investment account, I acknowledge the fo l low ­
ing and agree to the terms and conditions here in :

1. Interest w i l l  be charged on any c red it extended to or maintained 
fo r the account fo r the purpose o f purchasing, carry ing or trading in any 
security . The annual rate of interest which w i l l  be charged w i l l  depend 
on the amount of the debit balance in  my account and on the New York ca l l  
money rate charged to Foster & Marshall Inc . THE ACTUAL RATE OF INTEREST 
CHARGED WILL BE CHANGED WITHOUT NOTICE 10 REFLECT EACH ADJUSTMENT IN THE 
NEW YORK CALL MONEY RATE. A STATEMENT OF THE RATE CURRENTLY IN EFFECT CAN 
BE OBTAINED FROM MY REPRESENTATIVE AT ANY TIME. The annual rate of in te r­
est w i l l  vary depending on the s ize o f the average debit balance in  the 
account during the month in accordance with the fo llow ing schedule:

I f  the Average The interest charge over
Monthly deb it the New York c a l l  money
balence is rate w i l l  be: ★

$25,000 to $29,999 1 3/4% above average ca l l money rate
$30,000 to $49,999 1 1/4% above average ca ll money rate
$50,000 to $99,990 3/4% above average ca l l  money rate
$100,000 and up 1/2% above average ca ll money rate

* The New York ca ll money rate charged Foster & Marshall Inc. as of 
April 22, 1980 was 1? 1/2%.

The interest rate charged w i l l  not, however, excee 5 per centum in 
excess of the discount rate , inc lud ing any surcharge thereon, on ninety- 
day commercial paper in e ffect , from time to time, at the Federal Reserve 
Bank in  the Twelfth Federal Reserve D is t r ic t .

2. My margin account w i l l  be opened and carried so le ly  for the pur­
pose of borrowing to purchase, carry or trade investment securit ies in the 
account with the intent o f increasing my net worth. I w i l l  not borrow for 
the purpose of withdrawing funds from the account for any other uses. I 
make a l l  investment decisions for my account.

3. A ll or a portion o f any borrowing in  the account may be repaid 
at any time without penalty.

4. This Supplement is a supplement to the provisions o f the Customer 
Agreement which I have previously executed and a l l  o f  the provisions of 
such Agreement w i l l  continue in e ffect .

5. I understand that loans to the margin account which exceed $25,000 
in  the aggregate w i l l  be exempt from any state law l im it in g  the rate or 
amount of interest charged a loan for business purposes.



#

6. 1 understand and agree that my margin loan is a demand loan and
that you have demanded payment on May 23, 1980. I hereby authorize Foster 
& Marshall Inc. to refinance the balance due and owing on my account as of 
May 27, 1980 with the proceeds of a new margin loan to my account on that 
date, which new loan w i l l  be subject to my Customer Agreement and this 
Supplement.

I have care fu l ly  read and considered the above statement and represent 
and warrant that my margin account is  for my business purposes. I agree 
that the interest rate charged on the debit balance in  my account may be 
a f lo a t in g  rate based on the New York ca ll money rate charged Foster & 
Marshall In c . ,  as set forth above and shall tot be subject to any l im it a ­
tion on the rate o f  interest imposed by state law i f  the deb it balance 
exceeds $25,000. I agree that you may re ly  on this statement of the business 
purpose o f ny margin account borrowings to take advantage o f state and fed­
eral exemptions from any app licab le  state law.

(date j (s ignedj

(c it y ,  state) (signed)

NOTE: I f  jo in t  account, both parties must s ign .
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F O S T K K  & M A R S H A L L  INC.

I N V E S T M E N T  E « S  > D B R O K E R S

2 ' 5  C O L ' M S I A  S^SiEET 
SEATT -E. W ASH INGTON  9 9  1 0 4  

2C  6 i 3 X A - 3 S I C

OFFICER
I N  TMC P R I N C I P A L  C I T I E S  O F  TH E  

P A C I F I C  N C B T H W E S T  A N D  A L A S K A

November 1 4 ,  1980

TO OUR WASHINGTON STATE RESIDENT MARGIN CLIENTS:

One o f  t h e  s e r v i c e s  F o s t e r  & M a r s h a l l  I n c .  p r o v i d e s  t o  you i s  the  f i n a n c in g  
c f  s e c u r i t y  pu rcha se s  on a ma rg in  b a s i s .  H i s t o r i c a l l y ,  the r a t e  o f  i n t e r e s t  
charged on margin pu rch a se s  has v a r i e d  d i r e c t l y  w i th  th e  b r o k e r s '  cos t  o f  
money which i s  p r e s e n t l y  a p p r o x im a t e l y  15 1/2%.  Wh i le  the i n t e r e s t  r a t e  
charged t o  o u r  c l i e n t s  i n  o t h e r  s t a t e s  i s  based on t h i s  c o s t ,  we a re  l im i t e d  
w i t h i n  the  S t a t e  o f  Wash ing ton to a 12% i n t e r e s t  r a t e ,  except  f o r  bu s ine s s  
l o a n  a c c o u n t s ,  because  o f  t h e  usu ry  l i m i t a t i o n  s in c e  we a re  headqua r te red  
w i t h i n  the  T t a t e .  U n l i k e  most  o f  o u r  c om p e t i t i o n ,  we have been abso rb ing  
t h i s  d i f f e r e n t i a l  f o r  most a cc oun t s  o f  Washington r e s i d e n t s  i n  the hope tha t  
the  pr ime i n t e r e s t  r a t e  wou ld  drop be low ] 2% o r  tha t  a b i l l  i n t i o d u c ed  i n  
the  Wash ington l e g i s l a t u r e  d u r i n g  the  l a s t  s e s s i o n  would exempt margin 
i n t e r e s t  f r om  the S t a t e ' s  12% usu ry  l i m i t a t i o n  and th e r e b y  r e c o g n i z e  the t ru e  
c o s t  o f  c a r r y i n g  such a c c o u n t s .  Wh i l e  t h i s  has been the  case th roughout  
most c f  the  c o u n t r y ,  the S t a t e  l e g i s l a t u r e  a d jo u rned  w i th ou t  t a k i n g  a c t i o n ,  
and i t  a pp ea r s  t h a t  an e a r l y  r e t u r n  t o  a 12% c o s t  o f  racney u n f o r t u n a t e l y  i s  
n o t  a r e a l i s t i c  p o s s i b i l i t y .

We a t  F o s t e r  A M a r s h a l l  f e e l  th a t  unde r  the c i r c um s t an c e s  we canno t  i n d e f i n i t e l y  
c on t in u e  t o  abso rb  the  i n c r e a s i n g  l o s s  between our  c o s t  o f  money to  f in an ce  
marg in a ccoun t s  and the r a t e  we have been ch a rg in g  ou r  Wash ington c l i e n t s .

A r e c en t  amendment t o  F e d e r a l  l e g i s l a t i o n  (H .R .  4 986 )  p r o v i d e s  an exemption 
f r om  s t a t e  usu ry  f o r  l o a n s  i n  excess  o f  $1,000 which a r e  f o r  b u s in e s s  pu rpo ses ,  
and the amendment c o n f i rm s  t h a t  a marg in  l o a n  t o  pu rchase  s e c u r i t i e s  i s  a 
b u s in e s s  l o a n .  S i n c e  economic r e a l i t y  r e q u i r e s  tha t  we e i t h e r  charge a h igh e r  
i n t e r e s t  r a t e  o r  c a l l  the ma rg in  l o a n s  o u t s t a n d in g  and l i m i t  new l o a n s ,  we 
in tend  t o  c a l l  the o u t s t a n d i n g  b a l an ce  o f  th o se  margin accoun ts  whose d e b i t s  
exceed $ 1 0 , 0 0 0  o r  c o n v e r t  them to new loans  on December 20 ,  1 9 8 0 ,  to  the 
e x t e n t  t h a t  they a r e  be ing  made f o r  b u s in e s s  pu rposes  in  marg in ing  the 
a c c o un t s .  We may f u r t h e r  reduce t h i s  requ i remen t  to  $ 5 , 0 0 0  i f  we a re  not given 
r e l i e f  by the S t a t e  l e g i s l a t u r e .

We a re  e n c l o s i n g  an agreement  f o r  vou t o  s ign  nnd r e t u r n  to  us c on f i rm in g  
t h a t  y ou r  margin l o a n  i s  e x c l u s i v e l y  f o r  bu s in e s s  pu rp o se s  and not f o r  
p e r s o n a l  pu rpo se s .  This agreement w i l l  supplement  you r  Customer Agreement. 
C l i e n t s  who s ign  and r e t u r n  t h i s  agreement p r i o r  to  December 2 0 ,  1980, w i 1 1 be 
charged the  s t a n d a rd  F o s t e r  & M a r s h a l l  i n t e r e s t  r a t e  on margin accounts  as is 
a p p l i c a b l e  in a l l  o t h e r  s t a t e s .  A sta tement  showing the methods used to 
compute i n t e r e s t  i s  a l s o  e n c l o s e d ,  and in no event  w i l l  the i n t e r e s t  charge 
exceed 5 pe rcen t  in excess  o f  the d i s c o un t  r a t e ,  i n c l u d i n g  anv su rcha rge  
: ’ct-n o n ,  on n i n e t y - d a y  commerc ia l  pape r  in e f f e c t  at the  F ed e ra l  Rese rve  Haul: 
n the Twe l f th  F e d e r a l  R e s e r v e  D i s t r i c t .



S ince  the  funds f r om  an exempt bu s in e s s  l o a n  cannot  be used f o r  any pu rposes  
o t h e r  than a b u s i n e s s  pu rpo s e ,  c l i e n t s  v i l l  n o t  be a b l e  t o  w ithd raw any 
funds f r om  t h e i r  accoun t  which may be deemed t o  be p r o c eed s  o f  the l o a n  f o r  
n o n -b u s i n e s s  p u rp o s e s .  A f t e r  December 20 , 1 9 8 0 ,  no w i t h d r aw a l s  may be made 
f r om  you r  margin account  u n l e s s  the w i t h d raw a l  i s  the  p roceeds  o f  a s a l e ,  
a d i v i d e n d ,  bond i n t e r e s t ,  e t c . ,  c r e d i t e d  t o  the  accoun t  t h a t  day , o r  you 
f i r s t  p r o v i d e  s a t i s f a c t o r y  w r i t t e n  c e r t i f i c a t i o n  to  F o s t e r  & M a r s h a l l  t h a t  
t h e  funds a r e  t o  be used s o l e l y  f o r  a bu s in e s s  pu rpo se .  I f  you w ish ,  you r  
accoun t  may be se t  up to a u t o m a t i c a l l y  send you d i v id e nd s  o r  bond i n t e r e s t  as 
i t  i s  c r e d i t e d  t o  y o u r  a cc oun t .

P. lease c a r e f u l l y  r e a d  and unde rs tand  the e n c l o s e d  agreement  and execu te  i t  
i f  i t  i t  s a t i s f a c t o r y .  Those c l i e n t s  who do no t  s ign  and r e t u r n  t h i s  a g r e e ­
ment e i t h e r  because t h e i r  marg in  l o a n s  a re  w h o l l y  o r  p a r t i a l l y  f o r  non­
bu s in e s s  pu rposes  o r  because they  do not w ish  t o  i n c u r  the  h i g h e r  i n t e r e s t  
r a t e  w i l l  be r e q u i r e d  to  d e p o s i t  c a s h ,  l i q u i d a t e  s e c u r i t i e s ,  o r  make o t h e r  
a r r angemen ts  to  r e p a y  t h e i r  margin account b a l a n c e  by December 2 0 , ( 1980 .

I  have e x p l a i n e d  t h e  background o f  o u r  p r e s en t  di lemma so  t h a t  you can 
unde r s t and  why F o s t e r  & M a r s h a l l  has been f o r c e d  to  t a k e  t h i s  a c t i o n .  I t  i s  
no t  our  d e s i r e  t o  a f f e c t  a d v e r s e l y  t h e  in ve t tm en t  p r a c t i c e s  o f  any o f  ou r  
Wash ing ton c l i e n t s ,  but r a t h e r  t o  pu t  them on the same o a s i s  as ou r  c l i e n t s  
i n  o th e r  s t a t e s  f o r  i n t e r e s t  pu rposes  and t o  m a in ta in  o u r  r e s p o n s i b i l i t y  t o  
a l l  ou r  c l i e n t s  t o  remain a v i a b l e  and w e l l - c a p i t a l i z e d  o r g a n i z a t i o n .  We 
have s u f f e r e d  an i n c r e a s i n g  l o s s  f rom th i s  a r e a  o f  o u r  b u s i n e s s  as l o n g  as 
we r e a s o n a b l y  c o u l d ,  but t h e  c on t inued  r i s e  o f  i n t e r e s t  r a t e s  has g iven  us no 
a l t e r n a t i v e .

A copy o f  the agreement  i s  enc lo s ed  f o r  y ou r  r e c o rd s  as  w e l l  as a s e l f -
a d d re s s e d ,  p o s t a g e - f r e e  e n v e lo p e  to r e t u r n  y ou r  s igned  copy .

We v a lu e  o u r  r e l a t i o n s h i p  w i t h  you and we hope tha t  you w i l l  unde rs tand  why
we have made t h i s  d e c i s i o n .

S i n c e r e l y ,
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Commerce & Economic Development

Sponsor (Principal) B ill Number 4

Labor & Commerce SB-19
'^r?ar;ive it  Position
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. .  r  .  / ?  r  . / l / l  /  f  • ‘ ’

U...S-OV D irector* ,/} «.---- -7 ' ' /  r /
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D a te /  /  Com m issio-er' / " / / I S ' /  . Date. / .  /

/  //9 '/& 7  Charles t,oer U l 9 / 5* /

f*. A i * t r n t l f i i f n l  \ P r :

Consideration could be given for the removal of a l l  interest rate ceilings'. This would 
le t each f in anc ia l in s t it u t io n  compete based on the ir costs and other competitive factors.

f» Com/ner \ %’
The present quarter ly  adjustments do not allow  fo r sudden changes in money market conditions. 
The d a i ly  ca lcu la t ion  of the lega l rate o f interest w i l l  a llow lenders to qu ickly adjust the ir 
charges as changes in the discount rate occur. AS 45 .45 .010(d) as stated in the b i l l  must be’ 
repealed in order that the lender may qu ick ly  ca lcu late the app licab le interest rate without, 
the delay of an intervening level of authority . Of necessity, AS 45.45.010 must be self- .V 

requ la tine:.
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orncrs
I N  T H E  »’P , s : i p * L  C l T l C b  O f  T H E  

P a c i f i c  U O » T * i V / E i T  A N D  A L A S K A

F eb ru a r y  2 ,  1981

Subm it ted  By: F red r :>ker.
F i r s t  Vice P r e s i d e n t  
F o s t e r  & M a r s h a l l ,  I n c .

S e c u r i t y  b r o k e r a g e  f i  
c r e d i t  t o  t h e i r  o u s t s  
ma jo r  banks .  The r ..- 
r a t e )  moves up and c 
p o l i c y  o f  the F e d e r a l  
in  a f a i r l y  a r row  ra  
e ig h t e e n  months ve ha 
make wide swings in v 
u su ry  law ines not a 
the se  i n t e r e s t  r a t e  c

rrrs and o t h e r  bu s in e s s e s  t h a t  ex tend open l i n e s  o f  
mers f i n a n c e  the se  l e an s  th rough  bo r row ings  f rom 
e t h a t  i s  p a id  ( t h e  b r o k e r  c a l l  r a t e / p r im e  l end ing  
wr. o r  " f l o a t s "  w ith r on ey  market  r a t e s  and the 
Rese rve  Bank .  I n  y e a r s  p a s t  th e se  r a t e s  have moved 

nge and in an o r d e r l y  manner .  However ,  in  the p a s t  
ve seen  the b r o k e r  c a l l  r a t e / p r im e  l e n d in g  r a t e  
e r y  s h o r t  p e r i o d s  o f  : ime. The c u r r e n t  A la ska  S t a t e  
low t h e  n e c e s sa r y  f l e x i b i l i t y  t o  keep pace w i th

f i rm ; t h a t  ex b e n d  ope
h.»r.ges unu in  : a c t  c, 
n l i n e s  o f  c r e d i t .

c au se  s u b s t a n t i a l  l o s s e s  . to

EXAMPLE: F o s t e r  (, M a r s h a l l  i s  c u r r e n t l y  e x tend ing  a p p r o x im a t e l y  $ 2 , 7 0 0 , 0 0 0  
in  c i e d i t  t :> A la s k a  r e s i d e n t s .  Under cur ren t ,  law the maximum 
th a t  can be cha rged i s  18'*. Th i s  i s  5V above the  13* r a t e  as  se t  by 
the  1 ̂ th F e d e r a l  Rese rve  D i s t r i c t  on the 2 ‘3th day o f  the  month 
p r e c od  inn t : ,i» ■ orrr oncem- nt n f  th** c a l e n d a r  qua r t *  r .  Our c o s t  
ot money (••.*> si < • • r c a l l  r it**) . s  r i* >w 201 .  ‘‘his. means we a r e  
In.; Imj money it a*, annu. i l  r a t e  s i  e ■1,000. F i nee w>‘ n o rm a l l y  
cha rge  1* a: ove our c o s t  o f  money fo r  a ccep t ing  the  r i s k  o f  th e se  
l o a n s  and admir . i s*  or ing t hem we ■•.<■ a c t u a l l y  l o s i n g  money a t  an 
annua 1 r it* o f  Rb 1 ,000  .

I t  i n  not: the d o r  i t • o: ar.v b ii t i in. 11 e l e r . i o i  t o  take advantage o f  the
hot r owe r ;  however ! ■ 
advantage  ot * he le i 
1 ) t o  cont  i nue t <> r . .  
and <ii ivc A l a s k a

t ! -•>• shou ld  the ! iw 1 low the bo r r ow e r
i * ila t. I the lender has tw

■ tl .  b a n c  and in c . :  the  log : ; ,  ot 
!• *,tc o u ’ s id i

take
a 1 t er n a t i v e s :  
c a l l  t.lie l o an ;

To c o : r e c t  the  c u r r e n t  . it  r a t i o n  two suggest ions, a r e  o l t a i e d :

1 . Change the e X e r . n :  j .................   ; •• ■ i n t : :  t ' ad between tin* Fede ra l
Honor ve r a t e  and the u try l im i t  t o  . r  e j  ;ht per cent ,  ige po in t  
Spt t ad.
ch.in. j i i he ies.g i ;• in  t *••.; is.t ing 1 w tha t  r»* •» a l l o w s  tho i a te  t o  
change on Iv  one. a q u a : t o t  and a l l o w  ‘ ae l a t e  t o  "I l o u t " .  T h i s
W .  i l l  I I t i  e . i [ |  ‘ I . ’; ► 1 i . I'i i e i . i !  r a t e  w n t  up • w ou ld  t !,.* u s u r y  r a t e
and wh-n the  Fee- .*..1 r . t e  j o e s  down s wot: 1 i the usut y tat<* und tha t  
the maxi mi rm a l l o w  : y  would tv .•• :••<»« M-.in o igh* p o i n t s
a b o v e  t i n .  ( d i e .  I _ ; . I  , , r „ ' i . i . ,  I F e d i U . j l  R e  l a t i



Fage 2 
W r i t t e n  Tes t imony 
F red  Koken

Sucli a char, jo w o u l d  a l l o w  the u su r y  l i m i t  t o  move or " f l o a t "  in  
a c o n s t a n t  r e l a t i o n s h i p  t o  the : a t e  charged member banks by the 
11 th F e d e r a l  Re se rve  D i s t r i c t .

' o r  s u g g e s t i o n s  as t o  s p e c i f i c  language  changes t o  SENATE BILL NO. 19 
: l e a s e  r e v i ew  the a t t a chm en t .



1 .  On l i n e  12 d e l e t e  the word (7IVE ] and i n s e r t  the word e i g h t .

2 .  On l i n e  12 i n s e r t  the  word e f f e c t i v e  between the words " the "
and ' a n n u a l " .

3 .  On l i n e  13 i n s e r t  a p e r i o d  { J  a f t e r  the word d i s t r i c t .

4 .  At the  end o f  l i n e  13 ,  th rough  l i n e s  14 and 15 and ending on
l i n e  16 ,  d e l e t e  the  words pN THE DAY ON WHICH THE CONTRACT 
OR LOAN COMMITMENT I S  MADE.]

No te :  The o b j e c t i v e  o f  s u g g e s t i o n s  2 ,  3 ,  and 4 i s  to  e l im in a t e
the p o s s i b l e  t y i n g  c f  the  _ ru ry  l i m i t  on open l i n e s  o f  c r e d i t  
t o  some c o n t r a c t  da te  t h a t  e i g h t  have e s t a b l i s h e d  the open 
l i n e  o f  c r e d i t  months o r  even y e a r s  e a r l i e r .
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< r. Ye. v . YMATK IULL MO. 19

i P v :  F red  Kr<on
F irs* '  V i c -' P r e s i d e n t  
F o s t e r  f. M a r s h a l l ,  I n c .

• . • i-nr i :: ony  I i t  ti-«l t o  you  a wool; au. ar..*. in t h e  d i s c u s s i o n
t ! lo w e d  it was • n t i o n o d  t h a t  th o  p a r t i c u l a r  p r o b le m  our i n d u s t r y  

;• i : !i *■ b e  h< .d d r e s j jo d  in .•■'•pa: :i t o  l e g i s l a t i o n  o r  a s e p a r a t e  
icr .  I o n  i . ’ ;* 1> •; i r l u t  i o n .  A t t a c h e d  i s  c o p y  ,f 1 “ 'i i s i c  t i o n

■ •*•! -on ■ i i i • 11 ii>n in ’In'* F'ate '.Cashin iton which idrircsses r• • t i • • »1 . ir ini>bli>m.
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1 AN A C T  Relatir.fi :o ccrsr.ercia i lending; ar.d addir.rf a r.e~ see:ion

2 to chi-.prer 19.52 RCW.

3 i.F. IT L,V.'::-D EY TIE U G I S ’.-ATVRE Or T.CE S T A T E  Cr "AliiIV.'.TON':

4 v-v 5 F C 7 K . V  S e c tion 1. T h e r e  .= a d u e n  to c h a pter l i . Z Z
5 ECU a new section to rcna as fo!!o»s:

6  The interest charged by an;, orok-r-aea'.cr registered

7 under chapter / Z'r ar.d under th-; fede ai securities ar.d 

3 oxcear.gc act cf 7 3-_4. as amended. s.-ill r.at i-bj-.'t :: t re 

:? limitations i.r;iOj-d b y  this c h a p t e r  if the -;r.uer > y ing icons ( 1 )

0  stay be paid in full at the o p t i c n  cf the borrower ar.d (2 ) a re
1 subject to the credit regulations of ;•« b o a r n  of governors cf

2 the f-dcral reserve system, or its successor. Regarding t ry 

1 2 suer. 16.it., a borra-er say r.ot p.ead the d e f ense of usury r.or 

i-i uifti.itsi,'. any .ct.nn tr.ercon or therefor.

, i u  .-'J
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c f  c :.. :ic g , se e . s , ' : u  l o a f s  & c o a M U K WDOT!CL* >* . ’ ' XI.!JM LEGAL RATE DF INTEREST 
EFFECTIVE J W'U-RY 1, l?3 i THROJGK .".ARCH 31, 1931

r . j : h  o  
. \ i  ■ U, ALASKA L0311

In c: 1 iarce •r ith AS 45 .45 .010 (d ) , tne Cot: ;vis$i oner of the d^partirent
g i . - s  - b i l e  notice that the Federal Reserve d*'scc<:;it r-te p reva i l in g  in 
the 1 At Federal Reserve D is tr ic t  on the 25th say o f the .onth preceding 
the u  ence.nent of the calendar quarter begin ring January 1, 1980 was 13 
oercent.

AS 45 .4 5 .010(b) provides that:

(o) No interest • ay !.u charged by express agreement of the parties 
' n contract or Ic-.n co.vaitir.cmt dated a fte r June 24, 1976 nhl’ch is  
- re than f ive  ; .rc ntojo points above the annual rate charged laember 
b-nhs for advances by the 12th Federal Reserve D is tr ic t  that prevailed 
or the 25th icy of .be th prec. l ing the ct ;..;enco vent of the
calender . .a rbor during .arch the contract or loan roanitment 'is

\ c :ntract cr l*-:i errr.i tcent in which the p r inc ipa l amount_ - - - - -  - - - - w   w I....................^  '  I ' -  '  «■•«« o. . . u

exceeds 5100,000 is exempt Fro.n the l im ita t io n  of th is subsection.

THE ..FORE, e ffec t ive  January 1, 1931, the maxi urn legal rate of interest 
i.hich r.ay be charged by express agreement of the parties in a contract or 
1 oa' c . '"nitiiient of $100 030 or less is 13 percent.

Dn "arch 31, 1980, President Carter signed into law H.R. 4936, a ' b i l l  
which makes a number of changes affecting banks and f inanc ia l inst itu t ions  
and state usury laws. In p a r t ic u la r ,  that b i l l  affects the provis ion of 
the Alaska usury statute, AS 45.45.010(b) as fo llows:

1. The c e i l in g  on interest rates allowable on certain home 
r : r'.gage loans inc lud ing r.obile homes loans, is preempted 
s ta rt ing  April 1, i ' !80, and there is >o c e i l in g  set by federal 
1 aw.

The c e i l in g  on interest rates allowable on business and* 
agr icu ltu re  loans over $1,000 is pree ipted i f  that c e i l in g  
f a l l s  below the c e i l in g  established by the federal law (th is  
provis ion applies for a pericb of three years ending at the 
close of April 1, 1983). Consult the current discount rate 
from the Federal Reserve Bank in  Seattle to determine i f  
preemption has occurred.

"eg.Rations fo r federa lly-re lated i..ort_ .<ge lou is  have h n  adopted. See 
1? 'v ie  Federal Regulations '’art 690. For fu r : er infer it ion re la t in g  
to the federal le g is la t io n ,  please contact the ‘laska C c jress iona l 
Delegation and re fer to P-bl'C daws 96- ’.?! end .'.■•399,

'JiO
Ju lius <V. Brecht 
Di rector

k



Official Business

f a t e  l e g i s l a t u r e(̂ vfaska

Senate
Committee  on £a5or & Commerce Pouch V 

State Capitol 
Juneau, Alaska 99811

M a r c h  23, 1 S 8 1

COMMITTEE MEETING MINUTES
T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  at 3: 0 9  P . M .  b y  C h a i r m a n  
M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  H o h m a n ,  Z i e g l e r ,
F a h r e n k a m p  a n d  R o d e y .

F i r s t  o n  t h e  a g e n d a  w a s  S B  2 0 0  " A n  A c t  r e l a t i n g  t o  t h e  f i s h e r i e s  

b u s i n e s s  t a x  ( A S  ^ 3 * 7 5 - 0 1 5 )  S a n d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

S e n a t o r  D i c k  E l i a s o n  a d d r e s s e d  S B  200, e x p l a i n i n g  t h e  b a c k g r o u n d  

o f  t h e  f i s h e r i e s  b u s i n e s s  t a x ,  a n d  t h a t  t h e  t a x  is r e t r o a c t i v e  for 
tw o  y e a r s .  ( t a p e  r e a d i n g  0 1 0  to 2 7 2 )

Mr. G a r y  J e n k i n s ,  D i r e c t o r  o f  the A u d i t  D i v i s i o n ,  D e p a r t m e n t  o f  

R e v e n u e  t e s t i f i e d  o n  t h e  p r o b l e m s  w i t h  a d m i n i s t r a t i n g  t h e  b i l l ;  
f i s h  b u y e r s  a r e  n o t  a l w a y s  i d e n t i f i a b l e .  S u g g e s t e d  l a n g u a g e -  
s a l m o n  m u s t  b e  s o l d  to a l i c e n s e d  p r o c e s s o r ;  e a s i e r  to a d m i n i s t e r ,  

( t a p e  r e a d i n g  2 7 5  t o  ^58)

Mr. Lev/is S c h n a p e r  r e p r e s e n t i n g  t h e  A l a s k a  T r o l l e r s  A s s o c i a t i o n  
t e s t i f i e d  in s u p p o r t  o f  S B  20 0 ,  s t a t i n g  t h a t  t h e  c l a s s  o f  f i s h e r­
m e n  w h o  h a v e  m a d e  s u b s t a n t i a l  i n v e s t m e n t s ,  50 to 75 t r o l l e r s  w i t h  
f r e e z i n g  c a p a c i t i e s  w o u l d  b e  i m p a c t e d ;  l e s s  e c o n o m i c a l  to f r e e z e  
b u t  t h e  q u a l i t y  s p e a k s  t o  t h e  n e e d .  T h e  C a n a d i a n s  r e c o g n i s e  t h e  
v a l u e  o f  s e a  f r o z e n  s a l m o n ,  a n d  it is the m o s t  e f f e c t i v e  u s e  o f  

a 1 i s h e r m a n s  f u e l .

S e n a t o r  Pat R o d e y o f f e r e d  p r o p o s e d  l a n g u a g e ;  f r o z e n  s a l m o n  m u s t  
be t r a n s f e r r e d  to a l i c e n s e d  b u y e r .

C h a i r m a n  M u l c a h y  m o v e d  w c  a c c e p t  S e n a t o r  R o d e y s  a m e n d m e n t  a n d  

m o v e  S B  200 as a m e n d e d .  ( t a p e  r e a d i n g  5 7 0 )

N e x t  o n  the a g e n d a  w a s  S B  8l "An A c t  i n c r e a s i n g  t h e  n u m b e r  o f  

d i r e c t o r s  o f  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n . "

T h i s  b i l l  w a s  b r o u g h t  u p  f o r  d i s c u s s i o n ;  S e n a t o r  Z i e g l e r  q u e s­

t i o n e d  the n e e d  f o r  t h e  b i l l ,  S e n a t o r  M u l c a h y  o f f e r e d  b a c k g r o u n d  

on t h e  b i l l ,  a n d  It w a s  d e c i d e d  to h o l d  t h e  b i l l  f o r  l a t e r .

( t a p e  r e a d i n g  580 t o  63 0 )



p a g e  2
S e n a t e  L  & C m i n u t e s  

M a r c h  23, 1 9 8 1

N e x t  o n  t h e  a g e n d a  w a s  S B  85 "An A c t  p e r m i t t i n g  a m i n o r  u n d e r  
t h e  a g e  o f  18 t o  b e  e m p l o y e d  in a n  o c c u p a t i o n  in w h i c h  a s t r i k e

o r  l o c k o u t  i s  i n  p r o g r e s s . "

C h a i r m a n  M u l c a h y  o f f e r  b a c k g r o u n d  t e s t i m o n y ,  a n d  a d d r e s s e d  t h e  

c o n s t i t u t i o n a l i t y  o f  t h e  r i g h t s  o f  m i n o r s  t o  p i c k e t . C h a i r m a n  
M u l c a h y  p r o p o s e d  w e  m o v e  t h e  b i l l  a n d  S e n a t o r  H o h m a n  r e c o m m e n d e d  

t h e  b i l l  m o v e  f r o m  C o m m i t t e e .  ( t a p e  r e a d i n g  63^ t o  65 3 )

N e x t  o n  t h e  a g e n d a  w a s  S B  2 3 2  "An A c t  r e l a t i n g  t o  t h e  l e g a l  r a t e  

o f  i n t e r e s t . "

Mr. F r e d  K o k e n , F i r s t  V i c e - P r e s i d e n t  o f  F o s t e r  a n d  M a r s h a l l  t e s ­

t i f i e d  on S B  2 8 2 ,  e l a b o r a t i n g  on t h e  p r o b l e m s  w i t h  S B  19 u s u r y  
r a t e s ,  a n d  h o w  t h e  b i l l  d i d  n o t  r e f l e c t  t h e  n e e d s  o f  h i s  i n d u s ­
try. T h e  p o l i c y  on i n t e r e s t  a t  F o s t e r  & M a r s h a l l  is d i c t a t e d  by
c c m p e t i t i o  ' ’’ * d u s t r y .  ( t a p e  r e a d i n g  678 t o  8 3 0 )

C o m m i t t e e  S B  2 8 2  uir

N e x t  o n  t h e  a g e n d a  w a s  S B  1 7 2  "An A c t  r e l a t i n g  to U n i f o r  C o m m e r ­

c i a l  C o d e  f i l i n g s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

T h e r e  w a s  n o  t e s t i m o n y  a n d  i t  w a s  r e c o m m e n d e d  t h a t  w e  h o l d  t h e
b i l l  f o r  f u r t h e r  w o r k .  ( t a p e  r e a d i n g  660 t o  6 6 9 )

T h e  m e e t i n g  w a s  a d j o u r n e d  b y  C h a i r m a n  M u l c a h y  at 3 : 5 0  P.M.
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Mr. P r e s id e n t :

T h e  C o m m i t t e e  on L A B O R  &  r.DMMT^H? 

l e g a l  r a t e  o f  i n t e r e s t

Date : A 3  W f i R Q t f  I l S l

has had SB 282

under c o n s id e r a t io n  and (a m a jo r i t y  c f  the  comm ittee ) ( th e  comm ittee) 
r e p o r t s  i t  back w it h  the f o l l o w in g  recom m endat ions : v

[ * ]  
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[ ]

[ J 

I 1 
( 1

d o p a s s  [ ] do not pass

do pass w it h  a t tached  amendments( s )

r e p la c e  w it h  CS f o r  __________________________________________________

and recommends _______

i. ] same t i t l e  
[ j new t i t l e

AND a t ta c he s  a " L e t te r  o f  In t e n t "  [ 

r e p o r t s  i t  back w it h o u t  recommendation 

r e f e r r e d  to the

MEMBERS SIGNING 
DO PASS

New F is c a l  Note

Commi t t e e

MEMBERS HAVING 
OTHER RECOMMENDATIONS:
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CHAIRMAN



S e c . 45.45.010. L e g a l ra te  o f  in te re st.i a) The rate o f interest in the state is 10.5 percent a year and no more on money after it is due except as provided in (b) of this section.ib) No interest may be charged by express agreem ent of the parties in a contract or loan com m itm ent dated after Ju n e  4, 1976 which is more than five percentage points above the annual rate charged member banks for advances by the 12th Federal Reserve D istrict that prevailed on the 25th day of the month preceding the commencement o f the calendar quarter during which the contract or loan commitment is made. A  contract or loan com m itm ent in which the principal amount exceeds $ 1 0 0 , 0 0 0  is exem pt from the lim itation of this subsection.(c) Repealed by § 3 ch 84 S L A  1973.(d) Notice of the annual rate charged member banks for advances by the 12th Federal Reserve D istrict prevailing on the 25th day of the month preceding the commencement of each calendar quarter required for the m axim um  interest rate com putation under (b) of this section shall be provided by the Departm ent of Commerce and Economic Developm ent.(e) Repealed by § 4 ch 146 S L A  1974.(f) No ban k, savings and loan institution, pension fund, insurance company or m ortgage company m ay require or accept any per cent of ownership or profits above its interest rate.(g) Lean contracts and com m itm ents covering one- to four-family dw ellings m ay be prepaid w ithout penalty, except federally insured loans that require a prepaym ent penalty.(h) I f  the lim itations on interest rates provided for in this section are inconsistent with the provisions of any other statute covering muximum interest, service charges or discount rates then the provisions o f the other statute prevail. S 25-1-1 A C L A  1949; nm § 20 ch 143 S L A  1968; am § 2 ch 69 S L A  1969; am §§ 1, 2 ch 94 S L A  1969; am § § 1 .2  ch 239 S L A  1970; am §§ 1 — 3 ch 84 S L A  1973, am §§ 1 — 4 ch 146 S L A  1974; am § 1 ch 110 S L A  1976; am § 1 ch 159 S L A  1976; am § 2 ch 107 S L A  1980)
C ross re fe rences . — As to rnle o f and Power Resource loans, «ee AS

interest under A laska Smnll Loans Act, 88.030(e) As to tourism loans, v ”  Ah
see AS 06.20. As to premium finance act, 45.90.030(c) As to small business joum .
sec AS 06.40 120 As to credit union louns, see AS 45.95.020 An to historic district
see AS 06.45 .060. As to judgments, see AS loans, see AS 45.98 040(4).
09 30,070. As to commercial fishing loiins, E ffec t o f  umcndmcnts. — The first
see AS 16.10.320(a). As to housing 1976 amendment substituted five
development revolving loan fund, see AS percentage [Hunts" for "four percentage
18 54.060. As to A laska housing finance, points" in the first sentence o f subsection
sec AS 18.56.09B. As to insurance policy (hi.
loans, aee AS 21.46.080 As to veterans' The second 1976 amendment rewrote 
loans, see AS 26 15.040. As O residential subsection la ).
care facility loans, see AS 44.33.350(b). As T |)(. |<»H0 amendment substituted "10 5"
to temperate social activities facilities for "eight”  near the lieginning of
loans, see AS 44.47 340(e). As to reta il nuhscclion la ), and deleted the former
installment sales, see AS 45.10 120 As lo second sentence o f subsection (nt, which
collection o f advance interest, see AS read "The rate of interest in the stale is
45 45.OHO. As to A lternative Technology six per cent u year und no more on «I )

220

§ 45.45.010 A l a s k a  S t a t u t e s  § 45.45.010 ( (J
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§ 45.55.010 A l a s k a  S t a t u t e s § 45.55.010departm ent or other public body for which a charge or lee m ay or may not be made or collected for the reproduced recording. (§ 1 ch 134 S L A  1974; am  § 1 ch 193 S L A  1975)
E d ito r ’s Note . -  This section derives wus renumbered by the revisor o f statutes 

from AS 45 .5J .010 nnd AS 45.51 .020 and pursuant to AS 01.05.031.

Chapter 55. Alaska Securities A ct  of 1959.
A rtic le
1. Fraudulent and O ther Prohibited Practices (§§ 45 .55 .010 —  45 55 .020)
2. Registration of B roker-Dealers, Agents. and Investment Adviaers (§4 45 .55 .030 —

45.55 .060)
3. Registration o f Securities <§§ 45 .55 .070 — 45.55.120)
4. General Provisions t§§ 45.55 .130 — 45.55 .270)A r tic le  1 . F r a u d u le n t  a n d  O th e r  P r o h ib ite d  P r a c tic e s . 
Section
10. Sales and purchases 
20. Advisory activities

S e c . 45.55.010. S a le s  an d  p u r c h a s e s . It is unlaw ful for a person, in connection with the offer, sale , or purchase of a security, directly or indirectly, lo(1 ) employ a device, schem e, or artifice to defraud;(2 ) m ake an untrue statem ent o f a m aterial fact or omit to state a m aterial fact necessary in order to m ake the statem ents'm ade, in the light o f the circum stances under which they are made, not m isleading; or(3) engage in an act, practice, or course o f business which operates or would operate as a fraud or deceit upon a person. (§ 101  ch 198 S L A  1959; am § 1 ch 8(5 S L A  1972)
v

O iled  in Aiucrinm  llu ild ing & Loan 
Atm’n, Inc. v. S lide, Sup. (H Op No. 112 
(F ile  No. 149). 376 P.2d 371) (1962); Demoe 
v. Dcnn W ilie r & Co., 476 F. Supp. 275 i l )
Alim 1979).

Am. .Jur. 2d , A l. l t  nnd C..J.S. 
referenepH. — (if) Am. ,)u r 2d. Securities 
Regulation - Federal, 9 1 el se t); 69 Ain.
,)iir. 2d,,Securitiesllegulntion — S la te , 5 I 
e l sin

lllu e  Sky I. iiwm, H7 AI.H 42 
Violation o f lllu e  Sky I. iiwh nlfecting 

liab ility o f purchaser o f slock nn 
stockholder, 67 ALR 121.

Federal Security Act us superseding 
slide nets, 145 ALU 1252.

Wind eonHtdutes storks, sen irllte s or 
investment contracts within
contemplation o f stale und federal s lntu les

regulating mile o f securities. Kill ALU 
1050.

Applicability o f lllu e  Sky l-nwn In 
pre-incorporation subscriptions, 50 AI.R2d 110,1.

Sale o f memberships in club or sim ilar 
organization as sale o f securities within 
provisions o f securities nets, 87 ALH2d 
1140.

Wind enmditulea an "invent merit 
contract" within the meaning o f s late lllu e  
Sky Laws, 47 AI.R.'ld 1375.

Effect, iih between stockbroker and 
customer, o f broker’s mistnkcn sale of 
stock or other security other than that 
intended by customer, 48 A l,113(1 513.

Du ly lo  disclose material facts to stock 
purchaser, 80 AUl.'ld 13.

63 C.J.S. Licenses §(} 72-78.

§ 45.55.020 T r a d e  a n d  C o m m e r c e § 45.55.020Se*’ . 45.55.020. A d v is o r y  a c tiv itie s , (a) It is unlaw ful for a person whc receives a consideration from another person prim arily for advising the other person as to the value o f securities or their purchase or sale, whether through the issuance of analyses or reports or otherwise, to(1 ) employ a device, scheme, or artifice to defraud the other person;or (2 ) engage in an act, practice, or course of business which operates or would operate as a fraud or deceit upon the other person.(b) It is unlaw ful for an investm ent adviser to enter into, extend, or renew an investm ent advisory contract unless it provides in writing that(1 ) the investm ent adviser shall not be compensated on the basis of a share of capital gains upon or capital appreciation of the funds or portion of the funds of the client;(2 ) no assignm ent of the contract may be made by the investment adviser without the consent of the other party to the contract; and(3 ) the investm ent adviser, if  a partnership, shall notify the other party to the contract o f a change in the membership of the partnership within a reasonable time after the change.(c) The provisions o f (b)(1) of this section do not prohibit an investment advisory contract which provides for compensation based upon the total value o f a fund averaged over a definite period, or as of definite dates or taken as o f a definite date.<d) "A ssignm ent," as used in (b)(2) o f this section, includes a direct or indirect transfer or hypothecation of an investm ent advisory contract by the assignor or o f a controlling block o f the assignors outstanding voting securities by a security holder of the assignor; but, i f  the investm ent adviser is a partnership, no assignm ent of an investment advisory contract is considered lo result from the death withdrawal of a minority of the members of the investment ndviaof®^ having only a m inority interest in the business t,1 t'ie investment adviser, or from the admission Lo the investm ent adviser of one or mote members who, alter adm ission, will be only a m inority of the members nnd will have only a minority interest in the business.(e) It is unlawful for an investm ent adviser lo take or have custody o f the securities or funds o f a client il(II the adm inistrator by rule prohibits custody, or(2 ) in the absence of rule, the investm ent adviser fails to notify the adm inistrator that he has or may have custody. ($ 102 ch 198 SL A  1959)



§ 45.55.030 A l a s k a  S t a t u t e s S 45.55.040A r tic le  2. R e g is tr a tio n  o f  B r o k e r -D e a le r s , A g e n ts , a n d  In v e s tm e n t A d v is e r s .
Section Section
30. Registration requirements 60. Denia l, revocation, suspension,
40. Registration procedure cancellation, and withdrawal o f
50. Post-registration provisions registration

S e c . 45.55.030. R e g is tr a tio n  r e q u ire m e n ts , (a) It is unlaw ful for a person to transact business in this state as a broker-dealer or agent unless he is registered under this chapter.(b) It is unlaw ful for a broker-dealer or issuer to employ an agent unless the agent is registered. The registration o f an agent is not effective during a period when he is no* associated with a particular broker-dealer registered under this chapter or a particular issuer. When an agent begins or term inates a connection with a broker-dealer or issuer, or begins or term inates those activities which make him an agent, the agent as well as the broker-dealer or issuer shall promptly notify the adm inistrator.(c) It is unlaw ful for any person to transact business in this state as an investm ent adviser unless (1 ) he is registered as an investm ent adviser under this chapter; (2 ) he is registered as a broker-dealer without the imposition o f a condition under A S  45.55.060(d)(5); or (3) his only clients in this state are investm ent companies as defined in the Investm ent Com pany A ct of 1940 or insurance companies.(d) Every registration expires one year from its effective date unless renewed. The adm inistrator tnny by rule or order prepare an initial schedule for registration renewals so that subsequent, renewals of registrations effective on M ay 9, 1959, m ay he staggered by calendar months. For this purpose the adm inistrator may by rule reduce the registration fee proportionately. (Ii 201 ch 198 S I ,A  1959)S e e . 45.55.040. R e g is tr a tio n  p ro c e d u re , (a) A  broker-dealer, agent, or investm ent adviser may obtain an initial or renewal registration by filin g with the adm inistrator an application together willt a consent to service of process pursuant to A S  45.55.260(g), The application shall he accompanied by the fingerprints and a photograph of the applicant and shall contain whatever information the adm inistrator by rule requires concerning such m atters as( 1 ) the applicant’s form nnd place o f organization;(2 ) the applicant’s proposed method of doing business;(3) the qualifications and business history o f the applicant; in the case of n broker-dealer or investm ent adviser, the qualifications nnd business history o f u partner, officer, or director, a person occupying a sim ilar status or perform ing s im ilar functions, or a person directly or indirectly controlling the broker-dealer or investm ent adviser; nnd, in the case o f an investm ent adviser, the qualifications nnd business

§ 45.55.040 T r a d e  a n d  C o m m e r c e $ 45.55.040(4 ) an injunction or adm inistrative order or conviction ol a misdemeanor involving a security or any aspect of the securities business and any conviction o f a felony; and(5 ) the applicant’s financial condition and history.(b) The adm inistrator may by regulation or order require an applicant for in itia l registration to publish an announcement o f the application in one or more specified newspapers published in this state. I f  no denial order is in effect and no proceeding is pending under A S  45.55.060, registration becomes effective at noon on the 30th day after an application is filed, except that registration becomes effective upon filing of the application by any o f the persons subject to this chapter who were doing business in this state on M ay 9, 1959. The adm inistrator may by regulation or order specify an earlier effective date, and he may by order defer the effective date until noon o f the 30th day after the filin g  of an am endm ent.(c) Every broker-dealer applicant for in itial registration shall pay u registration fee o f $125. Every agent applicant and investm ent adviser applicant for in itial registration shall pay a registration fee of $50. Every broker-dealer applicant for annual renewal of registration shall pay an annual renewal fee of $75. Every agent applicant and investment adviser applicant for annuul renewal of registration shall pay an annual renewal fee of $30.(d) A  registered broker-dealer or investm ent adviser m ay file nn application for registration o f a successor, whether or not the successor is then in existence, for the unexpircd portion of the year. A broker-dealer may file it request to transfer from n previous broker-dealer nn agent’s unexpired portion of the registration if  the provisions of A S  45.55.030(b) have been met. There is a filing fee of $ 1 0  for filing applications under this subsection.(e) The adm inistrator shall by regulation require of registered bin ker-doa lets and investm ent advisers a m inimum capital and a Load guaranteed by a corporate surety qualified to do business in this slide.(Ij The adm inistrator shall by regulation require registered broker-dealers, agents, and investm ent advisers to post surety bonds in amounts up to $ 1 0 ,0 0 0 , and shall by regulation determine their conditions. An appropriate deposit o f cash or securities shall he accepted in place o f a bond so required. Every bond shall provide for suit on it by any person who has a cause of action under A S  45.55.220 und, i f  the adm inistrator by rule or order requires, by any person who has a cause o f action not arising under this chapter. Every bond shall provide th at no su it may he m aintained to enforce a liability on the bond unless brought within three years after the sale or other act upon which it is based. (!) 202 ch 198 S L A  1959; am § 1 ch 55 S L A  1972; am



§ 45.55.050 A l a s k a  S t a t u t e s § 45.55.0G0

E ffec t o f  nm endnientfl. — The 1977 reRistrotion o f an agent who in n partner,
amendment, in subsection Ibi, deleted the olTicer, or director, or o person occupying a
hiHt sentence, which read "ReRislrntum o f sim ilar Rtntim or perform ing sim ilar
a broker.dealer m ilomttlieiilly coital ilutes functions.”S e c . 45.55.050. R o st-re g istru tio n  p ro v isio n s . (a) Every registered broker-dealer and investm ent adviser shall m ake and keep the accounts, correspondence, m emoranda, papers, books and other records which the adm inistrator by rule prescribes. A ll records so required shall he preserved for three years unless the adm inistrator by rule prescribes otherwise for particular types o f records.(b) Every registered broker-dealer and investment adviser shall file the financial reports which I he adm inistrator by rule prescribes.(c) If the information contained in a document filed with the adm inistrator is or becomes inaccurate or incomplete in a m aterial respect, the registrant shall promptly file a correcting am endm ent unless notification o f the correction is given under A S  45.55.030(b).(d) A ll the records referred to in (a) of this section are subject to reasonable periodic, special, or other exam inations by representatives of the adm inistrator, inside or outside this state, as the adm inistrator considers necessary or appropriate in the public interest or for the protection o f investors. For the purpose o f avoiding unnecessary duplication of exam inations, the adm inistrator, insofar as he considers il  practicable in adm inistering (d) of this section, may cooperate with the securities adm inistrators of other states, the Securities and Exchange Com m ission, and any national securities exchange or national securities association registered under the Securities Exchange A ct of 1934. (ft 203 ch 198 S L A  1959)S e c . 45.55.0(50. D e n ia l, r e v o c a tio n , su sp e n sio n , c a n c e lla tio n , an d w ith d ra w a l o f  re g is tra tio n , (a) The adm inistrator may by order deny, suspend, or revoke o registration if  he finds that the ardor is in the public interest and that the applicant or registrant or, in the case of a broker-dealer or investm ent adviser, a partner, officer, or director, n person occupying a sim ilar status or performing sim ilar functions, or n person directly or indirectly controlling the broker-dealer or investment adviser( 1 ) has filed an application for registration which as o f its effective date, or as of a date after filing in the case o f an order denying effectiveness, was incom plete in a m aterial respect or contained a statement which was, in light of the circumstances under which it was made, false or m isleading with respect to a material fact;(2 ) has w ilfully  violated or w ilfully failed to comply with a provision of this chapter or a rule or order under this chapter;(31 has been convicted, w ithin the past 10 years, of a misdemeanor involving a security or un aspect of the securities business, or a felony;

§ 46.55.060 T r a d e  a n d  C o m m e r c e § 45.55.060(5) is the subject o f  an order o f the adm inistrator denying, suspending, or revoking registration as a broker-dealer, agent, or investm ent adviser;(6 ) is the subject o f an order enteied w ithin I he past five years by the securities adm inistrator of another stale  or by the Securities and Exchange Com m ission denying or revoking registration as a broker-dealer, agent or investm ent adviser, or the substantial equivalen' o f those terms as defined in this chapter, or is the subject of an order of the Securities and Exchange Com m ission suspending or expelling him from u national securities exchange or national securities association registered under the Securities Exchange Act of 1934, or is the subject o f a United State l ’ost Office fraud order; but(A) the adm inistrator may not institute a revocation or suspension proceeding under this paragraph more than one year from the date of the order relied on, and(B) he may not enter an order under this paragraph on the basis of an order under another sta le  net unless that order was based on facts which v/ould currently constitute a ground for an order under this section;(7) has engaged in dishonest or unethical practices in tho securities DU3 iness;(8 ) is insolvent, either in the sense that his liabilities exceed his assets or in the sense th at he cannot meet his obligations as they mature; but the adm inistrator may not enter an ordi i against, a broker-dealer or investm ent adviser under this clause without, a finding nf insolvency as to the broker-dealer or investm ent adviser; or(9) is not qualified on the basis o f such factors as training, ex­perience, and knowledge of the securities business, except as other­wise provided in (il) of this section,(b) The adm inistrator may bo order deny, suspend, or revoke any registration if  he finds that the order is in t he public interest and tliat the applicant or registrant( 1 ) has failed reasonably to supervise bis agents if  he is a broker-dealer or his employees if  he is nn investm ent adviser; or(2 ) has failed lo pay the proper filing fee; but the mlminist rotor may enter only a denial order under this clause, and he shall vacate the order when the deficiency is corrected.(c) The adm inistrator may not institute a suspension or revocation proceeding on the basis of a fact or transaction known to him when registration became ellcct ive unless I lu* proceeding is msl iluled wil lun the next 30 days.<d) The following provisions govern the implication of (a)(9) oi tins section:(1 ) The adm inistrator may noL enter an order against a broker-dealer on the basis o f the lack o f qualification of a person other



§ 45.55.060 A l a s k a  S t a t u t e s § 45.55.060(2 ) The adm inistrator may not enter an order against an investm ent adviser on the basis of the lack o f qualification of any person other than(A) the investm ent adviser him self i f  he is an individual or (B) another person who represents the investm ent adviser in doing any of the acts which make him  an investm ent adviser.(3) The adm inistrator may not enter an order solely on the basis of lack of experience if  the applicant or registrant is qualified by training or knowledge or both.(4) The adm inistrator shall consider that an agent who will work under the supervision of a registered broker-dealer need not have the same qualifications as a broker-dealer.(5) The adm inistrator shall consider that an investm ent adviser is not necessarily qualified solely on the basis o f experience as a broker-dealer or agent. When he finds that an applicant for in itial or renewal registration as a broker-dealer is not qualified as an investment adviser, he may by order condition the applicant's registration as a broker-dealer upon his not transacting business in this state as an investm ent adviser.<6 ) The adm inistrator may by rule provide for an exam ination, which may be written or oral or both, to be taken by any class of or all applicants, as well as persons who represent or will represent an investment adviser in doing any of the acts which make him an investm ent adviser, provided that exam inations required by (d)(6 ) of this section shall not he required of a registrant under this chapter who was doing business in this stale  and was a resident o f (bis state on May !). 1959(el The adm inistrator may by order sum m arily postpone or suspend registration pending final determ ination of a proceeding under this section. Upon (lie entry olTlic order, the adm inistrator shall promptly notify (lie applicant or registrant, and the employer or prospective employer if I lie applicant or registrant is an agent, that it liar been entered and of the reasons for it and th at w ithin 15 days after the receipt o f a written request the m atter will lie set for hearing. If no hearing is requested and none is ordered by the adm inistrator, the order rem ains in elfect until it is modified or vacated by the adm inistrator. IT a hearing is requested or ordered, the adm inistrator, after notice of and opportunity for hearing, may modify or vacate the order or extend it until final determ ination.(I) If the adm inistrator finds that a registrant or applicant, for n  gistration no longer exists or has ceased to do business as a broker-dealer, agent or investm ent adviser, or is subject to an adjudication o f mental incompetence or to the control of a committee, conservator, or guardian, or cannot be located after reasonable search, the adm inistrator may by order cancel the registration or application.

§ 45.55.070 T r a d e  a n d  C o m m e r c e S 45.55.080application to withdraw or w ithin a shorter period of time as the adm inistrator may determ ine, unless a revocation or suspension proceeding is pending when the application is filed or a proceeding to revoke or suspend or to impose conditions upon the withdrawal is instituted w ithin 30 days after the application is filed. I f  a proceeding is pending or instituted, withdrawal becomes effective at the tim e and upon the conditions as the adm inistrator by order determines. If no proceeding is pending or instituted and withdrawal autom atically becomes effective, the adm inistrator may nevertheless institute a revocation or suspension proceeding under (a)(2 ) of this section w ithin one year after withdraw al is effective and enter a revocation or suspension order as o f the last dale on which registration was effective.(h) No order may be entered under any part of this section except the first sentence o f (e) of this section without (1 ) appropriate prior notice to the applicant or registrant as well as the employer or prospective employer if  the applicant or registrant is an agent, (2 ) opportunity for honring, and (3) written findings of fact and conclusions of law. To (lie extent the A dm inistrative Procedure A ct (A S 44.62) is not in conflict herewith, it applies to all procedures. (§ 204 ch 198 S L A  1959)
A r tic le  3. R e g is tra tio n  o f  S e c u ritie s ,

Section Section

70. ItcgiHtrntinn requirement 110 Provisions applicable to registration
80 licg islra lim i l>y notification generally
90. IlcgiHlralimi by coordination 120 Denial, .“in-pension, and rcvncalmn of
UIO ItcgiHlrnliun liy tpnilifiniiinn registration

S e c , 45.55.070. R e g is tr a tio n  re q u ire m e n t. It is unlawful for a person to offer or sell a security in this state unless (1 ) it is registered under this chapter or (2 ) the security o r  transact ion is exempted under A S  45.55.140. ($ 401 ch 198 S L A  1959, as added by § 19 ch 105 S L A
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S e c . 46.55.080. R e g is tr a tio n  by n o tific a tio n , (at The following securities may be registered by notification, whether or not they are also eligible for registration by coordination under A S  45.55.090: ( D a  security whose issuer and predecessors have been in conliuut us operation for at least live years il l A) there has i immi no default tim ing



•l5.firi.UH0 A l a s k a  S t a t u t e s § 45.55.080(or any predecessor) with a fixed m aturity or a fixed interest or dividend provision, and (B) the issuer and predecessor during the past lliree fiscal years have had average net earnings, determined in accordance with generally accepted accounting practices, (i) which are applicable to al! securities without a fixed m aturity or a fixed interest or dividend provision outstanding at the date the registration statem ent is filed and equal at least five per cent of the am ount of these outstanding securities (as measured by the m axim um  offering price or the m arket price on a day, selected by the registrant, w ithin 30 days before the date of filin g  the registration statem ent, whichever is higher, or book value on a day, selected by the registrant, within 90 days of the date o f filin g  the registration statem ent to the extent th at there is neither a readily determ inable m arket price nor a cash offering price), (ii) which, if  the issuer and predecessors have not had any security of tho type specified in (B) (i) o f this paragraph outstanding for three full fiscal years, equal at least five per cent of the am ount (as measured in (B) (i) o f this paragraph) o f all securities which will be outstanding i f  all the securities being ofTered or proposed to be offered (whether or no*, they are proposed to be registered or offered in this state) are issued;(2 ) a security (other than a certificate o f interest or participation in an oil, gas or m ining title or lease or in paym ents out of production under th e iitn  or leasel registered lor nonissuer distribution if  (A) any security of the sam e class lias over been registered under this chapter, or (B) the security being registered was originally  issued pursuant to in exemption under this chapter(h) A registration statem ent under this section shall contain the following inform ation and be accompanied by the following documents in addition to the information specified in A S  45.55.110(c) and the consent to service o f process requited by A S  45.55.260(g):( I m i  statement dem onstrating eligib ility  for registration by notification;(2 ) with respect to the issuer ai;d any significant subsidiary, its name, address, and form of organization; the stale  or foreign jurisdiction; the date of its organization; and the general character and location of its business;(3) with respect to a person on whose behalf a part of the ollering is to be made in a nonissuer distribution, his name and address; the amount of securities o f the i.-,. ucr held by him as of the dale of the filing of the registration statem ent; and a statem ent o f his reasons lor m aking the ollering;(4) a description o f the security being registered;(5) the inform ation and documents specified in A S  45.55,1 0 0 (h)(8 ),( 1 0 ), and ( 1 2 l; and(0 ) in the case o f registration under (a)(2 ) of this section which does

§ 45.55.090 T u a i i k  a n d  (■<iM u iia a t : S 4 5 .5 5  0 9 0of the issuer as o f a date w ithin four months before the filing o f the registration statem ent, and a sum m ary o f earnings for each of the two fiscal years preceding the date ol the balance slieel and far any pound between the close of the last fiscal year and the dale o f the balance sheet, or for the period of the issuer's and predecessor's existence if less than two years.(c) If  no stop order is in effect and no proceeding is pending under A S45.55.120, a registration statem ent under this section autom atically becomes effective at three o’clock Pacific Standard Tim e in the aflernopn o f the second full business day after the filing o f the registration statem ent or the last am endm ent, or at an earlier lim e as the adm inistrator determ ines. (5 402 ch 198 S L A  1959, as added by § 19 ch 105 S L A  1961)S e c . 45.55.090. R e g is tr a tio n  by c o o r d in a tio n . (u> A security for which a registration statem ent has been filed under the Securities Act of 1933 or any security for which filin g has been made under Regulations A , E , and F pursuant to subsection (b) of § 3 of the Securities Act of 1933 in connection with the same ollering may he registered by coordination.(h) A registration statem ent under this section shall contain the following information and be accompanied by the following documents in addition tel the information specified in A S  45.05.110(c) and the consent to service o f process required by A S  45.55.260igl:(1 ) three copies o f the latest form of prospectus filed under the Securities A d  of 1933;(2 ) if the adm inistrator requires, copies of the articles of incorpornl ion and bylaws (or their substantial eq u ivalen t) current ly in effect, a copy o f an agreement with or among underwriters, a copy of an indenture or other instrument governing the issuance o f  the security lo lie registered, nnd ii specimen o r  ropy o f  llie xeounlv,(3) if  the adm inistrator requests, any other informal ion, or copies of any other documents, filed under the Securities A d  o f 1933; and(4) an undertaking lo forward all future amendments to the federal prospectus, other than an amendment which merely delays (lie effective date o fllie  registration statem ent, promptly and in any event not later than the first business day al’lei (lie day they are forwarded lo or filed with (lie Securities and Exchange ( 'onimission, whichever first occurs,(c) A registration statem ent under this section autom atically becomes effective n( the moment the federal registration statement becomes effective if  all the following conditions are satisfied: 1 1 ) no st op order is in effect and no proceeding is pending under A S  45,55,120; (2) the registration statem ent lias been on file with (lie adm inistrator for at least 10 days; nnd (3) a statem ent o f the m axim um  and m inim um



8 -15 .5 5 .10 0 A l a s k a  S t a t n t h h 8 4 5 .5 5 .1 0 0
fperiod which llie adm inistrator permits tuul Lht* offering is made w ithin I hose lim ilal ions.oil Tin* registrant shall prom plly i.otily the adm inistrator by telephone or telegram  o f the date and time when the federal registration statem ent became effective and the content of the price am endm ent, if  any, and s lia l’ promptly file a post-effective umondment containing the information and documents in the price am endm ent. " 1’rice am endm ent" means the final federal am endm ent which includes a statem ent of the offering price, underw riting and selln tr discounts or commissions, am ount of proceeds, conversion rates, call prices, and other m atters dependent upon the offering price. Upon failure to receive the required notification and post-elfective am endm ent with respect to the price am endm ent, the adm inistrator may enter a stop order, without notice or hearing, retroactively denying effectiveness to the registration statem ent or suspending its effectiveness until compliance with (c) and (d) o f this section if  he promptly notifies the registrant by telephone or telegram  (and promplly confirms by letter or (elegrnm when he notifies by telephone) of the issuance o f the order. If the registrant proves compliance with the requirem ents of(c) and (d) of this section as to notice and post-effective am endm ent, the stop order is void as o f the tim e of its entry. The adm inistrator may by rule or otherwise waive either or both o f the conditions specified in (c)(2 ) and 

Ct) of this section. If the federal registration statem ent becomes effective before all the conditions in (cl and id) of this section ere satisfied and they are not waived, the registration statem ent autom atically becomes effective as soon as all the conditions are satisfied. If the registrant, advises the adm inistrator of the date when llu* federal registration statem ent is expected to become effective, the adm inistrator shall promptly advise the registrant by telephone or telegram  at the registrant’s expense, whether all the conditions are satisfied and whether he then contemplates the institution of a proceeding under A S  -15.55.120; hut this advice by (’*; adm inistrator does not preclude the institution o f the proceeding a t any time. (8 40(1 eh I OH S L A  1050, as added by 8  10 ch 105 S L A  1001;nm 8 2 ch 55 S L A  1072; am 8 7 ch 80 S L A  1072)S e e . 45,55,100. R e g is tra tio n  b y q u a lific a tio n , tu) A  security may In- registered by qualification.(hi A registration statem ent under this section shall contain the following inform ation and he accompanied by the following documents in addition to the information specified in A S  45.55.110(c) and the consent to service o f process required by A S  45.55.200(g);, 1 ) with respect to the issuer and any significant subsidiary: its nam e, address, and form of organization; the stale  or foreign jurisdiction aud date of its organization; the general character and jM M lk U O U L i-b u s in e s s ; a description of its physicn properties and

<

§ 45.55.100 T im or  a n d  Commkhck

(2) wiLh respect Lo every director and officer o f  the issuer, or person 
occupying a similar status or performing similar functions: his mime, 
address, and principal occupation for the past, live years; the amount 
o f  securities o f  the issuer held by him as o f  a specified date within 30 
days o f  the filing o f  the registration statement; the amount, o f  the 
securities covered by the registration statement to which he has 
indicated his intention to subscribe; and u description o f  a material 
interest in a material transaction wiLh the issuer or a significant 
subsidiary effected within the past three years or proposed to be 
effected;(3) with respect to persons covered by (2) of this subsection, the remuneration paid during Lin- past 12 months mid estimated lo la* paid during the next 1 2  m onths, directly or indirectly, by the issuer, together with all predecessors, parents, subsidiaries, and affiliates, to all those persons in the aggregate;

(4) with respect to a person owning o f  record, or beneficiary if 
known, 10 per cent or more o f  the outstanding shares o f  any class o f  
equity sec H t y  o f  the issuer: the informat ion specified in (2) o f  this 
subsection other than his occupation;

(5) with respect to every promotor if the issuer was organized within 
the past three years: the information specified in (2) o f  this subsection, 
an amount paid to him within that period or intended to be paid to him, 
and the consideration for tlu* payment;

(8) with respect to a person on whose behalf  a part o f  the offering is 
to b-> made in a nonissuer distribution: his name and address; the 
amount of.securities o f  the issuer held by him as o f  the date* o f  the filing 
o f  the registration .statement; a description o f  a material interest in a 
material transaction with the issuer or a significant subsidiary cfiVcled 
within the past three years or proposed to be effected; and a statement 
o f  his reasons for m aking the offering;(7) the capitalization and lor-'-term  debt, on both a current and a pro forma basis, of the issuer and .» significant subsidiary, including a description of each security outstanding or being registered or other­wise offered, and a statement of the •• mount and kind of consideration (whether in the form of cash, physical assets, services, patents, goodwill, or an yth in g else) for w hiih the issuer or a subsidiary has issued any o f its securities within (In* pa > two years or iH obligated to issue any of its securities;

(8) the kind and amount o f  securities to he offered; the proposed 
offering price or the method by which it is to be computed; any 
variation from this at which a proportion o f  the offering is Lo he made 
lo a person or class o f  persons other than the underwriters, with a 
specification o f  that person or class: the basis upon which t he offering 
is to he made i f  otherwise than for cash; the estimated aggregate
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§ 45.55.100 A l a s k a  S t a t u t e s § 45.55.100value to accrue to the underwriters or finders in connection with the offering) or, if  the selling discounts or commissions are variable, the basis ol determ ining them and t heir m axim um  and m inim um  amounts; the estimated am ounts o f other sellin g expenses, including legal, engineering, and accounting charges; the name and address ol every underw riter and every recipient of a finder’s fee; a copy of any underw riting or selling-group agreem ent under which the distribution is to be made, or the proposed form of the agreem ent whose terms have not yet been determ ined; and a description of the plan of distribution o f any securities which are to be offered other than through an underwriter;(9 ) the estim ated cash proceeds to be received by the issuer from the offering; the purposes for which the proceeds are to be used by the issuer; the am ount to be used for each purpose; the order or priority in which the proceeds will be used for the purposes stated; the am ounts of any funds to be raised from other sources to achieve the purposes stated; the sources of the funds; and, i f  a part o f the proceeds is to he used to acquire property (including goodwill) other than in the ordinary course o f business, the names and addresses of the vendors, the purchase price, the names o f persons who have received commissions in connection with the acquisition, and the am ounts o f the commissions and any other expense in connection with the acquisition (including the cost of borrowing money lo finance the.acquisition);( 1 0 ) a description o f a stock option or other security options outstanding, or to be created in connection with the offering, together with the am ount o f the options held or to be held by every person required to be named in (2), (4), (5), 1 6 ), or (8 ) o f this subsection and by a person who holds or will hold 10  per cent or more in the aggregate o f (hi'opl ions;(1 1 ) the dat parties to, and general effect concisely stated of, every m anagem ent or other m aterial contract made or to be made otherwise than in the ordinary course of business il it is to be performed in whole or in part at or after the filin g of the registration statem ent or was made w ithin the past two years, together with u copy of every such contract; and a description o f any pending litigation or proceeding to which the issuer is a party and which m aterially affects its business or assets (including the litigation or proceeding known to be contemplated by governm ental authorities);(1 2 ) a copy of a prospectus, pam phlet, circular, form letter, advertisem ent, or other sales literature intended as of the effective date, to he used in connection with the offering;(13) a specimen or copy nf the security being registered; a copy o f the issuer's articles of incorporation and bylaws, or their oubstnntiul

§ 45.55.110 T k a d e  a n d  C o m m e r c e 8 45.55.110(14) a signed or conformed copy of an opinion of counsel as lo the legality c fth e  security being registered (with nn English translation if it is in a foreign language) which states whether the security when sold will be legally  issued, fully  paid, and nonassessable, and, if  a debt security, a binding obligation o f the issuer;(15) the written consent of an accountant, engineer, appraiser, or other person whose profession gives authority to a statem ent made by him , if  the person is named as h aving prepared or certified a report or valuation (other than a public and official document or statement) which is used in connection w ith the registration statem ent;(16) a balance sheet o f the issuer as of a date w ithin four months before the filing o f the registration statem ent; a profit and loss statem ent and an alysis or surplus for each o f the three fiscal years preceding the date of the balance sheet and for any period between the close of the last fiscal year and the date o f the balance sheet, or for the period of the issuer’s and a predecessor’s existence i f  less than three years; and, if  any part of the proceeds o f the ofiering is to be applied to the purchase of a business, the same financial statem ents which would be required if  that business were the registrant; and(17 the additional inform ation which the adm inistrator requires bv rule or order.(c) A registration statem ent under this section becomes effective when the adm inistrator so orders.(d) The adm inistrator may by i ule or order require as a condition of registration under this section that a prospectus containing a designated part of the inform ation specified in (b) of t Ins section be sent or given to each person (o whom an offer is made before or concurrently with whichever of the follow ing occurs first :(1 ) the first written offer made to him (otherwise than by means ofa pul die advertisement I by or lor I l ie n c ro i i i i l  of I l ie issuer or any ol her »  person on whose b eh alf the ofiering is being made, or by an underwriter or broker-dealer who is offering part of an unsold allotm ent or subscription taken by him as a participant in the distribution;(2 ) the confirmation o f a sale made by or lor the account o f any such person;(3) paym ent under the sale; or(4) delivery of the security under the sale. (8 404 ch 1!)8  S L A  1059, as added by 8 19 ch 105 S L A  1961)S e e , 45.55.110. P ro v is io n s  a p p lic a b le  to re g istra tio n  g e n e r a lly , (a) A registration statem ent may lie filed by the issuer, another person on whose b eh alf the offering is to lie made, or a registered broker-dealer.(b) Every person filin g  a registration statement shall pay a filing fee of $50 and a registration fee of one-tenth o f one per cent of the ■aggtffiTrrTBtWiWM W irm i^rii^n^^niifwiM'iTiiiiiiwi mini ^ m lr  mi'll a    mil mi in » nn



8 <15.55.110 A l a s k a  S t a t u t e s 8 <15.55.110be less Hum $50 or more Hum $1,500. When a registration statem ent is withdrawn before the effective date or a pre-effective stop order is entered under A S  45.55.120, the adm inistrator shall retain the $50 filing fee.(c) Every registration statem ent shall specify (I) the amount of securities to he offered in this stale; (2 ) the states in which n registration statem ent or sim ilar document in connection with the ollering has been or is to be filed; and Oil an adverse order, judgm ent, or decree entered in connection with the offering by the regulatory authorities in each state or by any court or the Securities and Exchange Com m ission.(d) A  document filed under this chapter w ithin five years preceding the filing o f a registration statem ent may be incorporated by reference in the registration statem ent to the extent th at the document is currently accurate<c) The adm inistrator may by rule or otherwise permit the omission o f an item of inform ation or document from a registration statem ent.
( 0  In the case o f a nonissucr distribution, information may not be required under A S  45.55,100 or (j) o f this section unless it is known to the person filing the registration statem ent or to the persons on whose behalf the distribution is lo be made, or can be furnished by them without unreasonable effort or expense.(g) The adm inistrator may by rule or order require as a condition of registration by qualification or coordination that a security issued within the past three years or to be issued to a promoter for a consideration substantially  different from the public offering price, or to a person for a consideration other than cash, he deposited in escrow, and that the proceeds from the sale o f the registered security in this stale  lie impounded until the issuer receives a specified am ount from Hie sale ol the security either in this stale  or elsewhere. Tho adm inislralor may by rule or order determ ine the conditions o f an escrow or impounding required in this subsection but be may not reject, a depository solely because of location in another state.th) The adm inistrator mav by rule or order require as a condition of registration Hull a security registered by (nullification or coordination be sold only oil a specified form of subscription or sale contract, and that a signed or conformed copy of each contract be filed with the adm inistrator i r preserved for any period up lo three years specified in the rule or order.(il Every registration statement is effective for one year from its effective date, or any longer period during which the security is being offered or distributed in a nonexempted transaction by or for the

in (.‘fleet under A S  45.55.12(1. All outstanding .securities of the same class as a registered security are considered to be registered for the purpose of any nonissuer transaction i f  the registration statem ent is effective and between the thirtieth day after the entry of a stop order suspending or revoking the effectiveness o f the registration statem ent under A S  45.55.120 (if the registration statement did not relate in whole or in part to a nonissuer distribution) and one year from the effective date of the registration statem ent. A registration statement may not be with withdrawn for one year from its effective date if  any securities o f the same class are outstanding. A registration statem ent may be withdrawn otherwise only in the discretion of the adm inistrator.(j) So long as a registration statem ent is effective, the adm inistrator m ay by rule or order require the person who filed the registration statem ent to file reports, not more often than quarterly, to keep reasonably current the information contained in the registration stntement and to disclose the progress o f the offering.(k) A registration statem ent relating to a security issued by a face-amount certificate company o ra  redeemable security issued by an open-end m anagem ent company or unit, investment trust, as those terms are defined in the Investment Com pany Act of 1940, may he amended after its effective date so as to increase the securit iex specified as proposed to be offered. An amendment becomes efl'eci.ve when the administrn or so orders. Every person tiling such an amendment shall pay n filing fee, calculated in the manner specified in (hi of this section, with respect lo the additional securities proposed to he offered. (8 405 ch 198 S L A  1959, as added by 8 19ch 105 S L A  1951; am 8 I ch 44 S L A  1962; am 8 8  ch 8 6  S L A  1972)S e e . 45.55.120. D e n ia l, su sp e n sio n , an d re v o c a tio n  o f re g is tra tio n , (a) The adm inistrator may issue a stop order denying effectiveness lo, or suspending or revoking the effectiveness of, a registration statement it lie finds that the order is in Hie public interest and that(1 ) the registration statement, as of its effective date or as of any earlier dale in the ease o f an order denying effectiveness, or any amendment under A S  45.55.11 IK k I us of its effect ive dale, or any report under A S  45.55.1 t()lj) is incomplete in a material respect or contains a statement which was, in the light of the circum stances under which it was made, false or m isleading with respect to a m aterial fact;(2 ) a provision ol this chapter or a rule, order, or condition lawfully imposed under this chapter has been w ilfully violated, in connection with the ofiering, by (A) the person tiling the registration statem ent, (B) the issuer, a partner, officer, or director of the issuer, a person



§ 45.55.120 A l a s k a  S t a t i it k s § 45.55.) 2 '■(8 ) I In* security registered or sought lo be registered is the subject ol an adm inistrative stop order or sim ilar order or n perm anent or temporary injunction under another federal or state act applicable to the offering; hut (A) the adm inistrator may not institute a proceeding against an effective registration statem ent under this paragraph more lhan one year from the date of the order or injunction relied on, and (B) he may not enter an order under this paragraph on the basis o f an order or injunction entered under another state ucl unless that order or injunction was based on facts which would currently constitute a ground for a stop order under this section;(4) the issuer's enterprise or method of business includes or would include activities which sue illegal where performed;(5) the offering has worked or tended to work a fraud upon purchasers or would so operate;(G) the offering has been or would he made with unreasonable amounts of underwriters' and sellers' discounts, commissions, or other compensation, or promoters’ profits or participation, or unreasonable am ounts of kinds of options;(7) when a security is sought to he registered by notification, it is not eligible for that registration;(8 ) when a security is sought to he registered by coordination, there has been a failure to comply with the undertaking required by A S  45.55.0!K)thl(41; or(9) the applicant or registrant has failed to pay the proper filing fee; hut the adm inistrator may enter only a denial order under this paragraph and he shall vacate the order when the deficiency is corrected.(lit The adm inistrator may not institute a stop-order proceeding against an effective registration statement on the basis of a fact or transaction known to him when the registration statement became effective unless the proceeding is instituted w ithin the next ill) days.(c) The adm inistrator may by order sum m arily postpone or suspend the effectiveness o f the registration statem ent pending linal determ ination of a proceeding under t his section. Upon I lie entry o f the order, the adm inistrator shall promptly notify each person specified in (d) of this section that it has been entered and of the reasons for it and that within 15 days after the receipt of a written request the matter will lie set lor hearing. II no hom ing is requested and none is ordered by the adm inistrator, the order rem ains in effect until it is ni'dified or vacated by the adm inistrator, i f  a hearing is requested or ordered, the adm inistrator, alter notice and opportunity for hearing to each person specified in (dl of this section, may modify or vacate the order or extend it until 15 nn I determ ination.

A r tic le  4. G e n e r a ! P ro v is io n s .
Section 
130. Definitions
IMS. Appliriilioii In Alnskn Niitive Clniins 

Settlement Act coi'|inrutions 
139. Reports o f corporal ions 
Ml). I'lxeinpt ions
150. Filing o f snles nnd advertising 

literature 
lfiO. Misleading filings 
170. Unlaw ful representations concern­

ing registration o r exemption 
180. Administration o f chapter 
190 Investigations and subpoenas

Section
tOfi Reimbursement ot expenses incident 

to exam ination
200. Orders and injunctions 
210 (Y im im il penalties 
220. < 'm l liiih ililn  ,
22f). Hearings: Regulations 
230. Judicial revje v o f orders 
2-10. Rules, forms, orders, and bearings 
250, Administrative files and opinions 
200 Scope o f the chapter and service o f 

process 
270 Short titleS e c . 45.55.180. D e fin itio n s . In this chapter unless the context otherwise requires:

1 1 ) "adm inistrator" means the commissioner o f commerce and economic development or his designee;(2 ) "agent” means an individual other than it broker-dealer who represents a broker-dealer or issuer in effecting or attem pting to effect purchase or sale o f securities; a partner, officer, or director of a broker-dealer or issuer, or a person occupying a sim ilar status or performing sim ilar functions, is tin agent only il lie otherwise comes within this definition; "agent" does not include an individual who represents an issuer in (A) effecting transact ions in a security exempted by A S  45.55.140(11, (2), (8 ), (4), or (5), i i i ) effecting transactions exempted by A S  45,55.140th), or(C) effecting transactions with existing employees, partners, or directors o f the issuer if  no commission or other rem uneration is paid or given directly or indirectly for soliciting any person in this stale;(8 ) "looker-dealer" means n person engaged in the business o f effecting transactions in securities lor I lie account o f others or for his own account; "looker-dealer" does not include (A) an agent, <B) an issuer, (U) a hank, savings institution, or trust company, (D) a person who has no place of business in this state if  lie effects transactions in this state exclusively with or through ti) the issuers of the securities



§ 45,55.1:10 A l a s k a  S t a t u t k s § 45.55.13019 III, pension nr pi ulii slim ing I nisi s . or other lim inriiil instil a lien s or institutional buyers, whether acting for them selves or as trustees, or (El a person who has nn piace o f business in this state if  during a period nf 12 consecutive months he does not direct more than 15 offers to sell or buy into th is  state in any m anner to persons other than those specified in i3)(D> of this section whether or not the offeror or any offeree is then present in this state;(4 t "fraud,” "deceit.” and "defraud" are not lim ited to common-law deceit;(51 "guaranteed" means guaranteed as to paym ent of principal, interest, or dividends;I til "investm ent adviser" means a person who, for compensation, engages in the business of advising others, either directly or through p jh lication s or w ritings, as to the value o f securities or as to the advisability of investing in, purchasing, or selling securities, or who, for compensation and as a part o f a regular business, issues or prom ulgates, analyzes or reports concerning securities; "investm ent adviser" floes not include lA l  a hank, savings institution, or trust company; (111 a lawyer, accountant, engineer, or teacher whose performance of these services is solely incidental to the practice o f his profession; (Cl a broker-dealer whose performance of these services is solely incidental to the conduct of his business as n broker-dealer and who receives no special compensation lor them; (!)) a publisher of a bona fide newspaper, news m agazine, or business or financial publication ol general, regular, and paid circulation; tK) a person whose advn e, analyses, or teporls relate only to securities exempted by A S  45 55 I4(lta)(ll; (El a person who has no place of business in this state l l ' t f  Ins only clients in this state are other investment advisers, broker-dealers, banks, savings institutions, trust companies, insurance companies, investment companies as defined in the Investm ent Company Act of I!) 10, pension or profit-sharing trusts, nr other financial institutions or institutional buyers, \ bother acting for themselves or as trustees, or (ii' during a period of 12  consecutive months lie does not direct business com m unications into this state in any mantlet In m o r e  than five clients other than those specified in (F!(i) oi tins paragraph, whether or not he or any of I be persons to whom the coininunical ions are directed is then piesont in this slat/;; or (G) other persons not w ithin tin* intent o f this paragraph whom the adm inistrator designates by tub* or order;(71 "issuer" means a person who issues or proposes to issue any security, except that iA» with respect to certificates of deposit, voting trust c ertificates, or collateral trust certificates, or with respect » certificates o f interest or shares in an unincorporated investment

the duties of depositor or m anager under the provisions of the trust or other agreem ent or instrum ent under which the security is issued; and(13) Repealed by $ 2 ch 56 S L A  1978;(8 ) "nonissuer” means not directly or indirectly for the benefit o f the issuer;(9) "person" means an individual, a corporation, a partnership, an association, a joint-stock company, a trust where the interests o f the beneficiaries are evidenced by a security, an unincorporated organization, a governm ent, or a political subdivision of a government;(1 0 ) "sale" or "sell" includes every contract o f sale of, contract to sell, or disposition of, a security or interest in a security for value; "offer" or "offer to se ll” includes every attem pt or offer to dispose of, or solicitation of an offer to buy, a security or interest in a security for value; a security given or delivered w ith, or as a bonus on account of, a purchase o f securities or any other thing is considered to constitute• part of the subject, o f the purchase and to have been offered and sold for value; a purported gift o f assessable stock is considered to involve an offer and sale; every sale or oiler of a warrant or right to purchase or subscribe to anotner security of the sam e or another issuer, as well as every sale or offer of a security which gives the holder a present or future right or privilege to convert into another security o f the same or another issuer, is considered to include an offer of the other security;(11) "Securities Act or 1933," "Securities Exchange Act o f 1934," "Public U tility  Holding Com pany A ct o f 1935.” and "Investm ent Company A d  o f 1940” mean the federal statutes o f those names as nmended after M ay 9. 1959;( 1 2 ) "security” means a note; stock; treasury stock; bond; debenture; evidence o f indebtedness; certificate o f interest or participation in any profit-sharing agreem ent; collateral-Irust, certificates; preorganizalion certificate or subscription; transferable share; investm ent contract; voting-trust certificate; certificate o f deposit for a security; a certificate of interest or participation in an oil, gas, or m ining title or lease or in payments out of production under the title or lease or in any sale o f or indenture or bond or contract for the conveyance of land or any interest in land; an option on a contract for the future delivery of agricultural or mineral commodities or any other commodity ollered or sold lo tlie public and not regulated by the Com modity Futures Trading Com m ission; however, the contract or option is not subject to the provisions o f A S  45.55.070 if  il is sold or pun'luised on the lloor of a hona fide exchange or hoard o f trade and offered or sold to the public by a broker-dealer or agent registered under this chapter; investment of money or money's worth including goods furnished or services performed in the risk capital of a venture with the expectation of some

§ 45.55.130 T iia d k  ani>  C o m m k iic k  § 45.55.130



§ '15.50.1 :}H A l a s k a  S t a t u t e s i> 45.55.138iiUm\s( or participation in, temporary or interim certificate for, receipt for, guarantee of, or w arrant or right to subscribe to or purchase, any of the foregoing; "security" does not include an insurance or endowment policy or annuity  contract under which an insurance company promises to pay a fixed or variable sum of money either in a lump sum or periodically for life or for some other specified period;(13) "state” means any state, territory, or possession of the U nited Stales, the D istrict of C olu m b ia , and Puerto Rico. (8 301 ch 198 S L A  1959; am 88  1 and 2 ch 105 S L A  1961; am  <5 9 ch 5 S L A  1966; am §8 9, 
10  ch 8 6  S L A  1972- am 8 1 ch 217 S L A  1975; am 88  14,108 ch 218 S L A  1976; am 8 2 ch 56 S L A  1978; am 8 2 ch 69 S L A  1980)

K ff r c l o r nnicndnienLs. The 1971!
MIlH'llllllH'lll  rU ll ls t l l l l l l ' l l  "tlllll lll lNHIIIMl -r  III

nm im m o m ill ecmmmii- development" lo r 
"itimmissitmer o f inmiiii'iri'" in piiiiiprnph 
i l l ,  and "Commodity Futures Trading 
Commission" for "Commodity Exchange 
Authority o f the United States 
Department o f Agriculture" near the 
middle o f paragraph i 121 

The 1978 amendment, in paragraph 17 1. 
repealed item Oil, which lead, "with 
respect to certificates o f interest or 
participation in nil, gns, nr mining titles or 
leases or in payments out o f production 
under these titles o r lenses, there is not 
considered lo lie any 'issuer' "

The lllHtl iimemlmeii! inserted "nr 
variable" near the end ol paragraph M2i

Seven pe r cent debenture?) o ffe red  in 
exchange fo r  stock must lie reg istered .
— See same cntchline in note to AS 
•lfi.rgi.07l).

F o r  ana ly s is o f secu rities law  o f 
A la sk a  and its e ffe c t on  c o rp o ra te  
tran sac tion s , see 19(51 Op. A lly . Gen., 
No. If).

A l. lt  re fe rences . — Who is "dealer” 
under state securities acts exempting sales 
by owners other than issuers not made in 
course o f successive transactions, and the 
like . (5 A1, It 3d 1425.

W linl constitutes "public" o r "private" 
offering within meaning o f state securities 
regulation. 8-1 Al.lt.'ld 1009

S e c . 45.55.138. A p p lic a t io n  to A ln s k u  N a tiv e  C la im s  Se ttle m e n t A f t  c o r p o r a tio n s . T he initial issue of stock o f n corporation organized under A laska law pursuant lo the A lask a N ative C la im s Settlem ent Act tP .L . 92-203; 85 S la t . 6 8 8 ; 43 U .S .C . 1601 et set), i is not a sale o f it security under A S  45.55.070 and A S  45.55.130(101. (8  6  ch 70 S L A  19721
Ed ito r's  note. S ii lm n  I, r li 70. SI,A 

1972, provides ''P u rp ose . It is the 
purpose ol this A il In implement the 
A laska Native C laims S e ll lenient Act 
i f  I. 93-203. Hfi S in l 888. 43 UN  <’ 1(5(11 
el sei| l by amending elide law lo  resolve 
Ilinse ambiguities, nm lltrl.s and problems 
directly o r implicdlv (Tented by the 
' ii . tincut by Congress o f Ibe A laska
i.a liv e  C laim s Settlement Act II is also 
the purpose o f this Arl (u complement 
through sta le policy, in a reasonable nnd 

(lie federal |<nln V expressed

provision ol llu s Ad or AS 10.05 o r 10.20 
and a provision o f (he A laska Native 
C laims Se! I lenient Act (P I .  92-203. 85 
S lid (i88, 43 IJ .SC  I lit) I e l seq.i o r a 
provision in the articles o f incorporation or 
b.vi iws required by the U.S. Secretory of 
tlit- Interior under sec Viol o f the federal 
A d , the federal A d  or the required 
provision in the nrlicloH nr bylaws prevails 
with regard to a corporation organized 
under Alaska taw pursuant to the federal 
Art However, nothing in this section or 
elsewhere in this A d  deprives a

8 45.55.139 T i ia ii i-: a n h  C o m m k u c i-: 8 45.55.140

Alaska law pursuant lo the federal Ad To 
the extent o f nn inconsistency lid  ween a 
provision o f this A d nnd a provision o f AS

10.05 or 10.21), this Act prevails with 
regard lo  a corporation organized under 
A laska law pursuant lo the I decal A d ."S e c . 45.55.139. R e p o r ts  o f  c o rp o ra tio n s . ‘A  copy o f all annual reports, proxies, consents or authorizations.^ proxy statem ents and other m aterials relatin g  to proxy solicitations distributed, published or made available by any person to at least 30 A laska resident shareholders o f a corporation which has total assets exceeding $ 1 ,0 0 0 , 0 0 0  and a class o f equity security held o f record by 500 or more persons and which is exempted from the registration requirements of A S  45.55.070 by A S  45.55.138, shall be filed with the adm inistrator concurrently with its distribution lo shareholders. (8  I eh 58 SI,/ 1977)

F o r  enne con stru ing  com m on low  
p roh ib ition  o f  m n tc rin lly  fa lse  nnd 
m is lead ing statem ents in p ro xy

so lic ita tion s , see lb-own v Ward. Sup. ('I 
Op. No 1825 (F ile  No. 35791.593 I' 2d 247 
119791.S e c . 45.55.140. E x e m p tio n s , (a) The follow ing securities are exempted from A S  45.55.070;( D a  security, including a revenue obligation, issued or guaranteed by the United States, a state, a political subdivision of a sta le , or an agency or corporate or other instrum entality of one or more of the foregoing; or a certificate of deposit for any of the foregoing;(2) a security issued or guaranteed by C an ad a, a C anad ian  province, a political subdivision o f a Canadian province, an agency or corporate or oilier instrum entality of one or more of t he foregoing, or a foreign government with which the United States currently m aintains diplomatic relations, if  the security is recognized as a valid ohhpntioijffi^ by the issuer or guarantor; ^(3) a security issued by and representing an interest in or a debt of, or guaranteed by, it hank organized under tho laws of the United States, or a hank, savings institution, savings and loan association, building and loan association, or trust company organized and Bitpervisod under the laws u f  a stale  or of the United Sta les;(4) a commercial paper which arises out of a current transaction or the proceeds o f which have been or are Lo he used for current transactions, and which evidences an obligation lo pay cash within nine months o f the date o f issuance, exclusive of days of grace, or any renewal o f the paper which is likewise lim ited, or a guarantee of the paper or o f the renew al, i f  the commercial paper is o f the type eligible for discount by a federal reserve bank;(5) an investm ent contract issued in connection with an employee’s stock purchase, savings, pension, profit-sharing, or sim ilar honnlll plan



§ 45.55.140 A l a s k a  S t a t u t e s § 45.55.140 f(0 ) ii security issued by nnd representing an interest in or a dent of, or guaranteed by, a federal savings and loan association, or a building and loan or sim ilar association organised under the laws of a state and authorized to do business in this state;(7 ) a security issued by and representing an interest in or a debt of, or guaranteed by, an insurance company organized under the laws of a state and authorized to do business in this state; but this exemption dues not apply to an annuity contract, investm ent contract, or Himilar security under which the promised paym ents are not f'xed in dollars but are substantially  dependent upon the investm ent results o f a segregated fund or account invested in securities; except th a t policies or annuity contracts of insurance companies adm itted to do business in the state are not subject to this chapter;(8 ) a security issued or guaranteed by a federal credit union or any credit union, industrial loan association, or sim ilar association organized and supervised under the laws o f this state;(9 ) a security issued or guaranteed by a railroad, other common carrier, public u tility , or holding company which is(A) subject to the ju risd ictir.i o f the Interstate Commerce Com m ission;(B) a registered holding company under the Public U tility  Holding Company Act of 1935 or a subsidiary o f the company w ithin the m eaning o f that Act;CC) regulated in respect of its rates and charges by a governm ental authority o f the United States or a state; or(1)1 regulated in respect of the issuance or guarantee of the security by a governm ental authority of the United States, a state, Canuda, or a Cnnndian province;
( 101  a security listed or approved for listing upon notice ofiammnco on the New York Stock Exchange, the Am erican Stock Exchange, the Midwest Stock Exchange, or the Pacific Coast Stock Exchange, or any other security o f the sam e issuer which is of sonior or substantially equal rank; a security called for by subscription rights or w arrants so listed or approved; or a w arrant o.* righ t to purchase or subscribe to any of the foregoing;( 1 1 ) a security issued by u person organized and operated not for private profit hut exclusively for religious, educational, benevolent, charitable, fraternal, social athletic, or reformatory purposes, or as a chamber of commerce or trade or pi occasional association.(b> The following transactions arc exempted from A S  45 55.070:(1 ) n transaction between the issuer or other person on whose behalf the >'lering is made and an underwriter, or am ong underwriters;(2 ) a transaction in a bond or other evidence of indebtedness secured'reement for

ft

§ 45.55.140 T r a d e  a n d  C o m m e r c e § 45.55.140(3) a transaction by an executor, adm inistrator, sheriff, m arshal, receiver, trustee in b a n k r  guardian , or conservator;(4) an offer or sale to a bank, savings institution, trust company, insurance company, investm ent company as defined in the Investm ent Com pany A ct of 1940, pension or profit-sharing trust, or other financial institution or institutional buyer, or tc a broker-deaier, whether the purchaser is acting for itself or in some fiduciary rapacity;(5) sales by an issuer(A) to no moo? than 1 0  persons in this state other than those designated in (4) of this subsection during u period o f 12 consecutive months whether or not the seller or any of the buyers is then present in this state, if(i) no commission or other rem uneration is paid or given directly or indirectly for soliciting a prospective buyer in this stule;(ii) the total dollar am ount invested during a period o f 1 2  consecutive months does not exceed $ 1 0 0 ,0 0 0 ;(iii) a legend is placed on the certificate or other document evidencing ownership o f the security, stating thut the security is not registered under this chapter and cannot be resold wi*houl registration under this chapter or exemption *rom iL;(iv) offers are made without public solicitation or advertisem ent and(v) the issuer files with the adm inistrator a notice specifying the issuer, the security to be sold and the terms o f the offer at least two daysefore any sales are made;(B) to no more than 25 persons in this state other than those designated in (4) o f this subsection during a period of 12 consecutive months whether or not the seller or any of the buyers is then present in this state, if(i) the sales are made solely in this state;(ii) before any sale, each prospective buyer is furnished access to the information that would he provided to a prospective buyer in a registration under A S  45.55.100 (which information shall he furnished to the adm inistrator upon his request);(iii) the total dollar am ount invested during a period of 12 consecutive months does not exceed $500,000;(iv) commissions or other remuneration meet the requirements of this chapter and are made only to persons registered under A S 45.55.040;(v) a legend is placed on the cerl ilicate orol her document evidencing ownership of the security, stating th at the security is not registered under this chapter and cannot he resold without registration under this chapter or exemption from it;(vi) the issuer obtains a signed agreem ent from the buyer Loiiiriiu'J-hal lie is hiivim» fur investment luinioses and lliat I he



§ 4 5 .5 5 .1 4 0 A l a s k a  S t a t u t e s § 4 5 .5 5 .1 4 0tvii) oilers are made without public solicitation or advertisement; and(viii) the issuer files with the adm inistrator a notice specifying the issuer, the security to be sold, and the terms of the offer at least two days before any sales arc made;(6 ) an offer or sale o f a preorganization certificate or subscription if(A) no commission or other rem uneration is paid or given directly or indirectly for soliciting a prospective subscriber,(B) the number of subscribers does not exceed 10, and(C) no payment is made by any subscriber;i7 a transaction under an offer to existin g security holders of the issuer, including persons who at the time o f the transaction are holders of convertible securities, nontrunsferable warrants, or transferable warrants exercisable w ithin not more than 90 days of their issuance, if (A) no commission or other rem uneration, other than a standby commission, is paid or given directly or indirectly for soliciting a security holder in this stale , or(B) the issuer first files a notice specifying the term of the offer and the adm inistrator does not by order disallow the exemption within the next five full business days;(8 ) an ofibr (but n^t a sale) of n security for which registration statem ents have been filed under both this chapter and.the Securities Act of 1933 if  no stop order or refusal order is in effect and no public proceeding or exam ination looking toward an order is pending under either Act;(9) an isolated nonissuer transaction, whether effected through a broker-dealer or not;
( 101  a nonissuer dist ribution of an outstanding security iT(A) a recognized securities m anual contains the names o f the issuer's officers and directors, a balance sheet of the issuer as of a dale within 18 months, and a profit and loss statem ent for cither the fiscal yenr preceding that date or the most, recent year of operations, or(B) the security has a fixed m aturity or a fixed interest or dividend provision and there has been no default during the current fiscal year or w iinin the three preceding fiscal years, or during the existence of the issuer and any predecessors if  less than three years, in the payrne.it of principal, interest, or dividends on the security;( 1 1 ) a nonissuer transaction effected by or through a registered broker-dealer under an unsolicited order or offer to buy; however, the adm inistrator may by rule require that the customer acknowledge upon a specified form that the sale was unsolicited, and that a signed copy o f each form he preserved by the broker-dealer for a specified period;

jM f—fe^ni » i m * M H a ^ w * i n i i i iiHWiira— iam—

«  4 5 .5 5 .1 4 0 T r a d e  a n d  C o m m e r c e § 4 5 ,5 5 .1 4 0

(13) a transaction incide.it to a righ t o f conversion or a statutory or 
ju d ic ia lly  upproved reclassification, recapitalization, reorganization, quasi-reorganization, stock split, reverse stock split, merger, consolidation or sale of assets, if(A) no commission or other rem uneration, other than a standby commission is paid or given directly or indirectly for soliciting n security holder in this state; and

(B) the issuer files a notice in the form specified by the adm inistrator not less than 30 days before m aking the offer:
(14) a stock dividend, whether the corporation distributing the dividend is the issuer of the stock or not, i f  nothing of value is given by stockholders for the dividend other than the surrender of a right lo a  cash or property dividend when each stockholder may elect to take the dividend in cash or property or in stock;(15) an act incident to a class vole by stockholders, under the certificate of incorporation or the applicable corporation statute, on a merger, consolidation, reclassification of securities or sale of securities of unother corporation,(16) the offer or sale by a registered broker-dealer, acting either as principal or agent, of securities previously sold and distributed to the public if
(A) the securities are sold ut prices reasonably related to the current market price a t the tim e of sale, and, i f  broker dealer is ncting as agent, the commission collected by the broker-dealer on account o f the sale is not in excess of usual and custom ary commissions collected with respect to securities and transactions hnving comparnble characteristics;(B) the securities do not constitute tho whole or a part o f nn unsold allotm ent to or subscription or participation by the broker-dealer as an underwriter of the securities or us a participant in the distribution or the securities by the issuer, by an u n d erw rtcr or by a person or group of persons in substantial control of the issuer or of the outstanding securities of the class being distributed; and(C) the securities have been law fully sold and distributed in this state under this chapter;(17) offers or sales of certificates of interest or participation in oil, gas, or m ining rights, titles or leases, or in paym ents out of production under such rights, titles or leases, if  the purchasers
(A) are or have been during the preceding two yonrs engaged prim arily in the business o f exploring for, m ining, producing, or refining oil, gas, or m inerals, or(B) hove been found by the adm inistrator upon written application to be substantially engaged in the business of exploring for, m ining,



§ 45.55.140 A i.aj k a  S t a t u t e s § 45.55.140(c) In any proceeding under this chapter, the burden of proving an exemption or an exception from a definition is upon the person claim ing it.(d) The adm inistrator m ay by order deny or revoke an exemption specified in (a)(5), (7) or (11) of this section or in (b) of this section with respect to a specific security or transaction. T he order may not be entered without appropriate prior notice to all interested parties, opportunity for hearing, and written findings of fact and conclusions of law, except that the adm inistrator may Ly order sum m arily deny or revoke any o f the specified exemptions pending final determ ination o f a proceeding under this subsection. Upon the entry o f a sum m ary order, the adm inistrator shall promptly notify all interested parties that it has been entered and of the reasons for it and that within 15 days o f the receipt o f a written request the m atter will be set down for hearing. I f  no hearing is requested and none is ordered by the adm inistrator, the order rem ains in effect until it is modified or vacated by the adm inistrator. I f  a hearing is requested or ordered, the adm inistrator, after notice of and opportunity for hearing to all interested persons, may modifv or vacate the order or extend it until final determ ination.(e) No order under (dl o f this section may operate retroactively. No person may he considered to have violated A S  45.55.070 or 45.55.150 by reason o f nn offer or sale effected after the entry of an order under this subsection if  he sustains the burden of proof that he did not know,and in the exercise o f reasonable rare could not have known of theorder.(0 The adm inistrator shall by regulation prescribe n schedule of fees for exam inat ion or investigation of claimed exem ption. (§ 302 ch 198 S I,A  1959; am  $$ 3 — 11 ch 105 S I ,A  1961; am § 1 ch 8  SI .A 1966; am 
-1 I ell 25 S I .A  1908. mu ^  II 13 cli 10 SI A 1972; am $ 15 ch 218 S I,A  1976; am $$ 1 — 3 ch 132 S L A  1977; am § 1 ch 56 S L A  1978; am ii 50 ch 5)4 S L A  15)80)

Effect nf iiincnilriionlM. T he 1U7K lliKfiKltllviiil, h u IihI.iIut«*«l "mild" lor

amendment umcrtcd "mil" preceding "by "offered" near llie middle of t h e
order diHiillnw" m  paragraph (71(10 o f  subparagraph, nnd nobstitutcd "any nnlea

Nu l iH i 'c t ion  Ihi are" for " t h e  offer in” near t h e  enil o f  t h o
The 1977 nincndmont reunite nuhparnginph.

pimtgi nphtflafnidiitcrlimi (hi, Huhat Ruled I.eglHinllvo hlatory report**. —  For

"under thin chapter" for "or any other Mate report on rh. H, Sl.A 1955, nee IIo u h o
of the United Slnleii under thin or any art Journal <!%(>), p. 1(59. For report on oh.
regulnlnig the mile of tin milieu" m  I.'12, Sl.A 1(177 (Sit '1H1. hoc 11)77 Senate
paragraph IlfiltU) of miliMtTtion (hi, and Journal, p 100

miliHtitutcd "tilItfiI, l7l or (111" fur "(allfi) or ALII referenced.--What accuritica are 
(7)" Iii the Ciriil aenlenee of Hiihaerlnm till exempt from registration under § '102(h )

The I07H amend m e n t  added paragraph of I he Uniform Securities Act, HI ALItJd
1171 of iiiiliM'ot lint,!t,I fi7fi

§ 45.55.150 T r a d e  a n d  C o m m e r c e § 45.55.180S e c . 45.55.150. F ilin g  o f  s a le s  an d  a d v e rtis in g  lite ra tu re . The adm inistrator may by rule or order require the filing o f a prospectus, pam phlet, circular, fuvm letter, advertisem ent, or other sales literature, or advertising com m unication addressed or intended for distribution to prospective investors, including clients or prospective clients of an investm ent adviser. (§ 303 ch 198 S L A  1959; am § 12 ch 105 S L A  1961; ain § 14 ch 8 6  S L A  1972)S e c . 45.55.160. M is le a d in g  filin g s . It is unlaw ful for a person, in a document filed with the adm inistrator or in a proceeding under this chapter, to make or cause to be m ade an untrue statem ent of a m aterial fact or to om it to stato a m aterial fact necessary in order to make the statem ents made, in the light of the circum stances under which they are made, not m isleading. (§ 304 ch 198 SL A  1959; am § 1 5 c h 8 6 S L A  1972)
M ate ria lity  u nd e r com m on law . — money o r land lo  shareholders on the large

Under Alnskn common law, a scale expressed In the Miln Ration would he
misrepresentation is mntcrinl i f  there is a like ly to influence shareholders to grant
substantial likelihood that a reasonable proxies to the solicitor, the proxy
shareholder would consider i l important in solicitations were materia lly false as a
deciding how to vole Subjective proof that m aile r o f law. Drown v. Ward, Sup. C l. ( Ip.
one or more shareholders a rtua lly  granted No. 1825 'F ile  No. .'15791, .5911 P.2d 2-17
a proxy because o f a fnlschond is not 11979).
required; only the objective standard A LR  and C.'.J.S. re fe rences . — 
encompassed in the definition o f Attorney's preparation o f legal document
materiality need he met. Drown v, Ward, incident lo  sale or securities as rem lnm g
Sup. C l. Up No 1825 (K ile  No '15791, 592 him liable under state securities
p. 2d 2 )7  (15179). regulations statutes, f>2 ALH.'id 252.

P ro x y  so lic ita tion s held n in lo riii lly  19 U .J.8. Corporations $!> 931. l.'Ri't; 53 
fa lse . Where tin'misrepresented ability U .J.S. Licenses 5 78 
o f n regional corporation lo  distributeSot*. 4fi.fifi.170. U n la w fu l repreN ontntions ( 'o n c o m in g  re g istra tio n  o r e x e m p tio n , (a) N cillier tlu* fact that an application bn registration under A S  45.55.050— 15.55.060 or a registration sin lenient, under A S  45.55.070—45.55.120 is filed nor the inel that a person or security . ■ fleet ively registered const il tiles a finding by the adm inistrator th a t it document filed under (Ins chapter is true, complete, and not m isleading. Neither the lact of filing nor the la d  that an exemption or exception is available for a security or a transaction means that the adm inistrator has passed in any way upon the merits or qualifications of, or recommended or given approval to, a person, security, or transaction.(b) II. is unlaw ful to m ake, or cause to be made, to a prospective purchaser, customer, or client any representation inconsistent will) (a) of this section. (?) 305 cl) 15)8 S L A  15)59; am § 13 ch 105 S l .A  1961)S e e . 45.55.180. A d m in is tr a tio n  o f  c h a p te r , la) The Department



§ 45.55.190 A i .a s k a  S t a t u t e s § 45.55.190(b) It is unlaw ful for the adm inistrator or an officer or employee of the adm inistrator to use for personal benefit information which is filed with or obtained by the adm inistrator and which is not made public. No provision of this chapter authorizes the adm inistrator or an officer or employee o f the adm inistrator to disclose the information except among them selves or when necessary or appropriate in a proceeding or investigation under this chapter. No provision of this chapter either creates or derogates from any privilege which exists at common law  or otherwise when docum entary or other evidence is sought under a subpoena directed to the adm inistrator or an officer or employee o f the adm inistrator. (§ 306 ch 198 S L A  1959)S e c . 45.55.190. In v e s tig a tio n s  a n d  su b p o e n a s , (a) The adm inistrator in  his discretion m ay (1 ) make public or private investigations inside or outside this state as he considers necessary to determ ine whether a person has violated or is about to violate any provision of this chapter or a rule or order under th»s chapter, or to aid in the enforcement o f this chapter or in the prescribing o f rules and forms under this chapter, i2 ) require or permit a person to file a statem ent in w riting, und'-r oath or otherwise as the adm inistrator determines, as to all the facts and circum stances concerning the m atter to be investigated, and (3) publish inform ation concerning any violation of this chapter or any rule or order under this chapter.(b) For the purpose o f an investigation or proceeding under this chapter, the adm inistrator or an officer designated by him may adm inister oaths and affirm ations, subpoena witnesses, compel their attendance, take evidence, and require the production of books, papers, correspondence, m emoranda, agreem ents, or other documents or records which the adm inistrator considers relevant or m aterial to the inquiry.(c) In case o f contumacy by, or refusal to obey a subpoena issued to a person, the superior court, upon application by the adm inistrator, may issue to the person an order requiring him to appear before the adm inistrator, or the officer designated by him, to produce documentary evidence if  so ordered or to give evidence touching the matter under investigation or in question. Failure to obey the order of the court may be punished by the court as a contempt o f court.(d) No person is excused from attending and testifying or from producing a document or record before the adm inislrulor, or in obedience to the subpoena of the adm inistrator or officer designated by him , or in u proceeding instituted by the adm inistrator, on the ground that the testimony or evidence required of him may tend to incrim inate him or subject him  to a penalty or forfeiture. However, no individual may be prosecuted or subjected to a penalty or forfeiture for or on

S 45.55.195 T h a n e  a n d  C o m m e r c e § 45.55.210individual testifying is not exem pt from prosecution and punishment for peijury or contempt committed in testifying. (§ 307 ch 198 S L A  1959)S e c . 45.55.195. R e im b u r s e m e n t o f  e x p e n s e s  in c id e n t to e x a m in a tio n , (a) An issuer, broker-dealer, agent, or investm ent adviser shall reimburse the adm inistrator for actual travel expenses and per diem incurred in connection with an exam ination incident to a registration under this chapter.(b) The adm inistrator may by rule or order adopt a schedule of charges for annual exam ination fees of issuers, broker-dealers, agents and investm ent advisers.(c) If an issuer, hrokcr-dcaler, agent or investm ent adviser fails *o pay the fees and expenses provided for in this section, the fees antjflj^ expenses shall be paid out o f the funds of the adm inistrator in the sam<^®^ manner as other disbursem ents made by the adm inistrator. The amounts paid from the funds of the adm inistrator are a lien upon allof the assets and property in this state of the issuer, broker-dealer, agent or investment adviser and the am ount m ay be recovered by the attorney general on b eh alf of the state.(d) F ailu re of the issuer, broker-dealer, agent or investm ent adviser to pay fees and expenses under this section is a w ilful violation of this chapter and the violation falls w ithin the provisions o f A S  45.55.060,45.55.120, 45.55.200 and 45.55.210. (§ 16 ch 8 6  S L A  1972)S e c . 45.55.200. O r d e rs  a n d  in ju n c tio n s . W henever it appears to the adm inistrator that a person has engaged or is about to engage in nn act or practice in violation o f any provision o f this chapter or rule or order under this chapter, he may( 1 ) if  he considers it in the public interest or for the protection oL investors, issue an order direct ing I lie person to crime and desist Irm m A continuing the act nr practice, provided that reasonable notice ol iim r an opportunity for a hearing shall first be given, except that the adm inistrator may issue a temporary order pending the hearing which shall rem ain in effect until 1 0  days after t he hearing is held and which shall become final if  the person to whom notice is addressed does not request a hearing w ithin 15 days after the receipt o f notice; or(2 ) bring an action in the superior court to enjoin the acts or practices and to enforce com pliance with this chapter or rule nr order under this chapter, and upon a proper show ing, Lhe appropriate remedy shall be granted and a receiver or conservator may be appointed for the defendant or the defendant’s assets; the court may not require the adm inistrator to post a bond. (§ 308 ch 198 S L A  1959; am § 1 ch 126 S L A  1968)S e c . 45.55.210. C r im in a l p e n a ltie s , (a) A  person who w ilfully — i—i w w w w —  — i — wm—Bw r o a w w — m a fa



§ 45.55.220 A l a s k a  S t a t u t e s § 45.55.22045.55.160 know ing the statem ent made to be false or m isleading in a m aterial respect or the omission to be m isleading by any m aterial respect, upon conviction, is punishable by a fine o f not more than 35,000, or by im prisonm ent for not less than one year nor more than five years, or both. Upon conviction of an individual for a felony under this chapter, im prisonm ent for not less than one year is m andatory. However, no individual m ay be imprisoned for the violation o f a rule or order if  he proves that he had no knowledge o f the rule or order. No indictment or inform ation may be returned under this chapter more than five years after the alleged violation.(b) The adm inistrator m ay refer the evidence which is available concerning violations of this chapter or a rule or order under this chapter to the attorney general who m ay, with or without a reference, institute appropriate crim inal proceedings under this chapter.(c) N oth ing in th is chapter lim its the power o f the state to punish a person for conduct which constitutes a crime by statute or a t common law. ( 8  309 ch 198 S L A  1959; am § 40 ch 43 S L A  1964; am § 17 ch 8 6  S L A  1972) .S e c . 45.55.220. C iv il  l ia b ilit ie s , (a) A  person is liable to the person buying the security from him for the consideration paid fur the security, together with interest at six per cent a year from the date of payment, costs, and reasonable attorneys' fees, less the am ount of income received on the security, upon the tender of the security, or for damages i f  he no longer owns the security, i f  he(1 ) offers or sells a security in violation o f A S  45.55.030(a), A S  45.55.070, or A S  45.55.170(b) or o f a rule or order under A S  45.55.150 which requires the filing o f sales literature before it is used, or o f a condition imposed under A S  45.55.100(d) or A S  45.55.110(g) or (h), or(2 ) offers or sells a security by means c f  an untrue statem ent o f a m aterial fact, or om its to state a m aterial fact, the omission of which makes a statem ent m isleading.(b) D am ages are the am ount that would be recoverable upon a tender less tho value oT the security when the buyer disposed of it nnd interest at six  per cent a year from the date o f disposition.(c) Every person who directly or indirectly controls a seller liable under (a) o f this section, every partner, officer, or director o f such a s iile r , every person occupying a sim ilar status or perform ing sim ilar functions, every employee o f the seller who m aterially  aids in the sale, and every broker-dealer or agent who m aterially  aids in the sale are also liable jo in tly  and severally with nnd lo the sam e extent as the seller, unless the nonseller who is liable sustains the burden of proof that he did not know , and in exercise of reasonable care could not have
1-------- -r *> --*•-------- *•■*»—  r— i- »------------- r a -

§ 45.55.225 T r a d e  a n d  C o m m e r c e Ii 45.55.225(d) A  tender specified in this section may be made at any time before entry o f judgm ent.(e) Every cause of action under this chapter survives the death of a person who m ight have been a p la in tiff or defendant.(f) No person may sue under this section more than three years after the contract oi sale. No person may sue under this section(1 ) i f  the buyer received a written offer, before suit and nt a time when he owned the security, to refund the consideration paid together with interest at six per cent a year from the date o f paym ent, less the am ount of income received on the security, and he failed to accept the offer w ithin 30 days o f its receipt, or(2) i f  the buyer received the offer before suit and at a Lime when he did not own the security, unless he rejected the offer in w riting within 30 days of its receipt.(g) No person who m akes or engages in the performance of u contract in violation o f a provision o f this chapter or rule or order under this chapter, or who acquires a purported right under the c o n ta c t  with knowledge o f the facts by reason of which its m aking or peri-., mance is in violation, may base a su it on the contract.(h) A  condition, stipulation , or provision binding a person acquiring a security to waive com pliance with a provision o f this chapter or a rule or order under this chapter is void.(i) The rights and remedies provided by this chapter are in addition to any other rights or remedies that may exist, but this chapter does not create a cause of action not specified in this section or A S  45.55.040(f). (8  310 ch 198 S L A  1959; am 8 14 ch 105 S L A  1961; am 
8  18 ch 8 6  S L A  1972)
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§ 45.55,230 A l a s k a  S t a t u t e s § 45.55.240(2) orders issued under A S  45.55.050; before the adm inistrator enters an order under A S  45.55.060, he shall send to the person involved o notice of opportunity for hearing; if  the person involved is an ugent, then the adm inistrator shall in addition notify the em ploy’ng broker-dealer, investm ent advisor, or issuer.(h) In conducting a hearing in accordance with (a) of this section, the adm inistrator m ay issue a subpoena to compel the attendance o f any witness or party and te compel production o f evidence. (§ 4 ch 132 S L A  1977)S e e . 45.55.230. .Ju d ic ia l  rev ie w  o f  o rd e rs , (a) A person aggrieved by a final order of the adm inistrator muy obtain a review of the order in tho superior court by filin g , within 60 duys alter the entry o f the order, n written petition praying th at the order be modified or set aside in whole or in part. A copy o f the petition shall he served im m ediately upon the adm inistrator, und thereupon the adm inistrator shall certify and file in court a copy o f the filing and evidence upon which the order was entered. W hen these are filed, the court has exclusive jurisdiction to affirm , modify, enforce, or set aside the order, in whole oi in part.(b) The commencement of proceedings under (a) of this section does not, unless specifically ordered by tho court, operate us a stay o f the adm inistrator’s order.(c) T he A dm inistrative Procedure Act (A S 44.62) applies to all regulations issued or authorized under this chapter. (!) ,'li 1 ch 198 S L A  1959; am § 5 ch 132 S L A  1977)
E ffect o f  am endm ent. — The 1S77 rrjsiliitiori.H, orders and review" and

amendment, in subsection <c>, substituted deleted "including judicial review and its
"a ll regulations" far "a ll rules, scope" following "this rhnplcr."

vS e c . 45.55.240. R u le s , fo rm s , o rd e rs , nm l h e a r in g s , (is) The adm inistrator may m ake, am end, anti rescind the rules, forms, and orders which are necessary to carry out. this chapter, including rul *s and forms governing registration statem ents, applications, end reports, and defining term s, whether or not used in this chapter insofar as the definitions are not inconsistent with this chapter. For the purpose o f rules and forms, I lie adm inistrator may classify securities, persons, and m atters within his jurisdiction , and prescribe different requirements for different classes.(b) No rule, form, or order may he made, amended, or rescinded unless the adm inistrator finds that the action is necessary or appropriate in the public interest or for the protection of investors and consistent cvith the purposes fairly  intended by the policy and provisions o f this chapter. In prescribing rules and forms the

§ 45.55.250 T r a d e  a n d  C o m m e r c e § 45.55.260uniformity in the form and content o f registration statem ents, applications, and reports wherever practicable.(c) A ll financial statem ents shall ho prepared in accordance with generally accepted accounting practices. The adm inistrator may by rule or order prescribe (1 ) the form and content o f financial statem ents required under th is chapter, (2 ) the circumstances under which consolidated financial statem ents shall be filed, and (3) whether any required financial statem ents shall be certified by independent or certified public accountants.(d) No provision o f this chapter imposing liability  applies to an act done or omitted in good faith in conformity with a rule, form, or order of the adm inistrator, notw ithstanding that the rule, form, or order may be later amended or rescinded or be determined by judicial or other authority to be invalid.(e) Every hearing in an adm inistrative proceeding shall be public unless the adm inistrator in his discretion grants o request joined in by nil the respondents that the hearing be conducted privately. (§ 312 ch 198 S L A  1959)S e c . 45.55.250. A d m in is tr a tiv e  file s  a n d  o p in io n s , (a) A  document is filed when it. is received by the adm inistrator.(b) The adm inistrator shall keep a register of all applications for registration and registration statem ents which are or have ever been effective under this chapter and all denial, suspension, or revocation orders which have been entered under this chapter. The register shall be open for public inspection.(c) The information contained in or filed with a registration statem ent, application, or report may he made available to the public under the rules which the adm inistrator prescribes.(d) Upon request and at the reasonable charges which he prescribes, the adm inistrator shall furnish to any person photostatic or other copies (certified under his seal o f office if  requested) of any entry in the register or any document which is a m atter of public record. In a proceeding or prosecution under this chapter, n copy so certified is prima facie evidence of the contents of the entry or documents certified.(e) The adm inistrator in his discretion may honor requests from interested persons for interpretative opinions. (!) 313 ch 198 S I,A  1959; am §§ 16. 17 ch 105 S L A  1961)S e c . 45.55.200. L c o p c  o f  the c h a p te r  an d  s e rv ic e  o f  p ro ce ss , (a) A3 45.55.010, 45.55.030(a), 45.55.070, 45.55.170, and 45.55.220 apply to persons who sell or offer to sell when (1 ) an offer to sell is made in this atnte, or (2 ) an offer to buy is made and accepted in this state. 
OU A8  <15 55 O K )  4 5  55 030(a) -md 45.55.170 apply lo persons who



(e) For the purpose of this section, an oiler to sell or to buy is made in this state, whether or not either party is then present in this state, when the oiler 11 1 originates from this state or (2 ) is directed by the olTeror to this state and received at the place to which it is directed, or at a post office in this state in the case of a m ailed offer.(d) For the purpose o f this section, an ofFer to buy or to sell is accepted in this state when acceptance is communicated to the offeror in this state and has not previously been communicated to the ofTeror, orally or in w riting, outside this state. Acceptance is communicated to the ofleror in this state, whether or not either party is then present in this slate , when the offeree directs it to the offeror in this state reasonably believing the olferor to he in this slate and it is received at the place to which it, is directed, or a! a post office in this state in the case o f a mailed acceptance.(e) An offer to sell or to buy is not made in this state when (1 ) the publisher circulates or there is circulated on his behalf in this state a bona fide newspaper or other publication of general, regular, and paid circulation which is not published in this state, or which is published in this state but has bad more than two-thirds of its circulation outside this state during the past 12  months, or (2 ) a radio or television program originating outside this state is received in this state.(f) A S  ‘15.fi5.020, '15.55.030(c), and 45.55.170, so far as investm ent advisers are concerned, apply when any act instrum ental in effecting prohibited conduct is done in this state, whether or not either party is then present in tins state.(gl Kvory applicant for registration under this chapter and every issuer which proposes to offer a security in this state through a person acting on an agency basis in the common-law sense shall tile with the administ rator, in t he form which lie prescribes by rule, an irrevocable consent appoint mg I lie administrator or bis successor in office to be bis attorney to receive service of lawful process in a civil s a il, action, or proceeding against him or his successor executor or adm inistrator which arises under this chapter or a rule or order under this chapter alter the consent lias been tiled, with the same force and validity as if served personally on the person filing the consent. A person who files the consent in connection with a previous registration need not tile another Service may lie made by leaving a copy of the process in the office ol the adm inistrator, hut il is not effective unless 1 1 1 .be p laintiff, who may be the adm inistrator in a suit, action, or proceeding m at> luted by him , im m ediately sends notice of the service nnd a copy of the process by registered mail to Liu* defendant or respondent at his last address on file with the adm inistrator, and (2 ) the p la in tiffs  affidavit ol m ailing is tiled in the ease on or before tin; return day ol the process, if any, or within the further time which the court allows.

§ 45.55.270 T iiadk a n d  CiiMMianr. S 45,57.010under this chapter, and lie 1ms not tiled a eminent lo service of process under (g) o f this section and personal jurisdiction over him cannot otherwise be obtained in tins sta le , that conduct is considered equivalent to his appointment of the adm inistrator or his successor in office to be his attorney to receive, service o f process in a civil suit, action, or proceeding against him or his successor executor or adm inistrator which grows out o f that conduct and which is brought under this chapter or a rule or order under this chapter, with the same force and validity as if  served on him personally. Service m ay be made by leaving a copy o f the process in the office o f the adm inistrator, hut service is not effective unless (1 ) the plaintiff, who may be the adm instrator in a su it, action, or proceeding instituted by him , forthwith sends notice o f the service and a copy o f the process by registered m ail to the defendant or respondent at his last known address or takes other steps which are reasonably calculated to give actual notice, and (2 ) the p la in tiffs  affidavit of compliance with this subsection is Tiled in the case on or before the return day of the process, if  any, or w ithin such furLher time as the court allows.(i) When process is served under this section, the court, or the adm inistrator in a proceeding before him , shall order the continuance which is necessary to afford the defendant or respondent reasonable opportunity to defend. (Ii 314 ch 198 S L A  1959; am § 18 ch 105 S L A  1961)S e e . 45.55.270. S h o r t  title . This chapter may he cited as the A laska Securities A ct o f 1959 l?i 315 ch 198 S L A  19591
Chapter 57. Takeover Bid Disclosure Act.

Section 

It), I’nivixiniitt of tiikcovci I'lilx 
U(). l)i>*clomirc
.'ID IlcroiiinivmliitniiiM In accept nr reject 

•10. Deceptive prnclircM 
Tit). liive:iti;;iitiiiiiH anil milipoemi.s
Oil. IiviinulinniiS e c . 45.57.010. P ro v is io n s  o f  ta k e o v e r  b id s . The following provisions apply to every takeover hid;( 1 ) The period o f lim e within which securities may he tendered by an offeree under a takeover hid shall not be less than 2 1  days nor more than 3 5  days from the date copies of the takeover bid are lirst published or sent or given to offerees.(2 ) Securities deposited under a takeover hid may lie withdrawn by an offeree or his uttorney-in fact by demand in w riting on the olleror
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I . R E Q U E S TBill/Resolution N o .. TitleRequested by.
II. F I S C A L  D E T A IL  A ccn cv  Affected

SB 282 ________________________________

An Act r e lat in g  to t:hp Ipoai 
S. Labor £ Commerce

Department o f Commerce & Economic DevelopmentProcram Category A ffe cte d  Consum er P r o t e c t i o n  B R U . Program, cr Subprogram (s) A ffe cte d  F in a n c i a l  I n s t i t u t i o n s (N o te: I f  more than one budget com ponent is affected , separate Iii .e-item am ounts and fur.oing for each component in the analysis section .)E X P E N D IT U R E S  (Thousands o f  Dollars)
FY  8 1 FY  3 2 F Y  8 3 F Y  8 4 F Y  8 5 . FY  8 6

1 0 0 P F R S O N A i  S F R V IC F S 0 C 0 0 0 0  L700 T R A V E L 0 0 0 0 0 0 53Q0 C O N T R A C T U A L 0 0 0 0 0 0  fi
4TK) r O M M O D l T I F S 0 0 0 0 0 0
1 0 0 F O U I P M F N T 0 0 0 0 0 0  f1600 L A N D  S T R U C T U R E S 0 0 0 0  . 0 0  f700 G R A N T S , C I A ! M S .  E T C , 0 0 0 0 0 0  *O T A L
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