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BY T H E  L A B O R  A N D
1 IN T H E  H O U S E  C O M M E R C E  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 143 (L&C)

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

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

5 A  B I L L

6 F or a n  A ct e n t i tled: " A n  A c t  r e l a t i n g  to the A l a s k a  S e c u r i t i e s  Act; anci

7 p r o v i d i n g  f or an e f f e c t i v e  d a t e . "

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

9 * S e c t i o n  1. AS  4 5 . 5 3 . 1 4 0 ( a ) ( 5 )  is a m e n d e d  to read:

10 (5) a s e c u r i t y  [AN I N V E S T M E N T  C O N T RACT] i s s u e d  in connec-

11 t i o n  w i t h  a n  e m p l o y e e ' s  s t o c k  pu r c h a s e ,  savings, p e n s i o n ,  p r o f i t -

12 sharing, or  s i m i l a r  e m p l o y e e 1s b e n e f i t  p l a n  [IF T H E  A D M I N I S T R A T O R  IS

13 N O T I F I E D  IN W R I T I N G  30 D A Y S  B E F O R E  T H E  I N C E P T I O N  OF  T H E  P L A N  OR, W I T H

14 R E S P E C T  TO  P L A N S  W H I C H  A R E  IN  E F F E C T  ON M A Y  9, 1959, W I T H I N  60 D A Y S

15 T H E R E A F T E R ,  O R  W I T H I N  30 D A Y S  B E F O R E  T H E Y  A R E  R E O P E N E D  IF  T H E Y  A R E

16 C L O S E D  ON  M A Y  9, 1959];

17 * Sec. 2. A S  4 5 . 5 5 . 2 0 0  is r e p e a l e d  and r e e n a c t e d  to read:

18 Sec. 4 5 . 5 5 . 2 0 0 .  O R DERS, INJU N C T I O N S ,  A N D  C I V I L  P E N A L T I E S .  (a)

19 If it a p p e a r s  to the a d m i n i s t r a t o r  that a p e r s o n  h a s  e n g a g e d  or  is

20 about to e n g a g e  in an act or p r a c t i c e  in v i o l a t i o n  of  a p r o v i s i o n  of

21 this c h a p t e r  or r e g u l a t i o n  o r  o r d e r  u n d e r  this chapter, the a d m i n i s -

22 t r a t o r  m a y

23 (1) in the p u b l i c  interest or  for the p r o t e c t i o n  of inves-

24 tors, issue an  o r d e r

25 (A) d i r e c t i n g  the p e r s o n  to c e ase an d  d e s i s t  fro m

26 c o n t i n u i n g  the act o r  p r a c tice;

27 (B) d i r e c t i n g  the p e r son, for a p e r i o d  n ot to e x c e e d

28 three years, to f ile the a n n u a l  r e p orts, p r o x i e s ,  c o n s e n t s  or

29 a u t h o r i z a t i o n s ,  p r o x y  sta t e m e n t s ,  o r  o t h e r  m a t e r i a l s  r e l a t i n g  to

HB0143B -1 -  CSHB 1 4 3 (L& C )



1 p r o x y  s o l i c i t a t i o n s  r e q u i r e d  u n d e r  AS  4 5 . 5 5 . 1 3 9  w i t h  the a d m inis-

2 t r a t o r  for e x a m i n a t i o n  and r e v i e w  10 w o r k i n g  days b e f o r e  a dis-

3 t r i b u t i o n  to s h a r e h o l d e r s ;  a nd

4 (C) v o i d i n g  the p r o x i e s  o b t a i n e d  by a p e r s o n  r e q u i r e d

5 to file u n d e r  AS 4 5 . 5 5 . 1 3 9 ,  i n c l u d i n g  t h e i r  future e x e r c i s e  or

6 a c t i o n s  r e s u l t i n g  f r o m  t h e i r  pas t  exercise, if the p r o x i e s  w e r e

7 s o l i c i t e d  by  m e a n s  of a n  u n t r u e  or  m i s l e a d i n g  s t a t e m e n t  pro-

8 h i b i t e d  u n d e r  A S 4 5 . 5 5 . 1 6 0 ;  or

9 (2) b r i n g  a n  a c t i o n  in the s u p e r i o r  court to e n j o i n  the

10 acts or p r a c t i c e s  and to e n f o r c e  c o m p l i a n c e  w i t h  this c h a p t e r  or

11 r e g u l a t i o n  or o r d e r  u n d e r  this chapter, a nd u p o n  a p r o p e r  showing, the

12 a p p r o p r i a t e  reme d y  m u s t  be g r a n t e d  a nd a r e c e i v e r  or  c o n s e r v a t o r  m a y

13 be a p p o i n t e d  for the d e f e n d a n t  or  the d e f e n d a n t ' s  assets; the court

14 m ay not r e q u i r e  the a d m i n i s t r a t o r  to pos t  a bond.

15 (b) T he a d m i n i s t r a t o r  m a y  i s s u e  an  o r d e r  against an  a p p l icant,

16 r e g i s t e r e d  person, or o t h e r  p e r s o n  w h o  k n o w i n g l y  or  i n t e n t i o n a l l y  v io-

17 lates this c h a p t e r  or a r e g u l a t i o n  or o r d e r  of the a d m i n i s t r a t o r  u n d e r

18 this chapter, i m p o s i n g  a c i v i l  p e n a l t y  of n ot more than $ 2 ,500 for a

19 sing l e  v i o l a t i o n ,  or n ot m o r e  t h a n  $ 2 5 , 0 0 0  for m u l t i p l e  v i o l a t i o n s ,  in

20 a single p r o c e e d i n g  or a seri e s  of r e l a t e d  proceedings.

21 (c) F o r  v i o l a t i o n s  n ot c o v e r e d  by  (b) of this section, t he

22 a d m i n i s t r a t o r  m a y  issue an  o r d e r  a g a i n s t  an  applicant, r e g i s t e r e d  per-

23 son, or  o t h e r  p e r s o n  w h o  v i o l a t e s  this c h a p t e r  or a r e g u l a t i o n  or

24 o r d e r  of the a d m i n i s t r a t o r  u n d e r  this chapter, i m p o s i n g  a civil

25 p e n a l t y  of not m o r e  t h a n  $ 5 0 0  f or a s i n g l e  v i o l ation, or not m o r e  tha n

26 $ 5 , 0 0 0  f or m u l t i p l e  v i o l a t i o n s ,  i n  a s i n g l e  p r o c e e d i n g  or a series of

27 r e l a t e d  p r o c e e d i n g s .

28 (d) B e f o r e  i s s u i n g  a n  o r d e r  u n d e r  (a)(1), (b), or (c) of  this

29 section, the a d m i n i s t r a t o r  s h all g i v e  r e a s o n a b l e  n o t i c e  of and an
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o p p o r t u n i t y  f or a h e a r i n g .  H o w e v e r ,  the a d m i n i s t r a t o r  m ay i s s u e  a 

t e m p o r a r y  o r d e r  u n d e r  (a)(1) of this s e c t i o n  p e n d i n g  the h e a r i n g ,  

w h i c h  r e m a i n s  i n  e f f e c t  u n t i l  10 d ays a f t e r  the h e a r i n g  is h e l d  and 

w h i c h  b e c o m e s  f i nal if the p e r s o n  to w h o m  n o t i c e  is a d d r e s s e d  does not 

r e q u e s t  a h e a r i n g  w i t h i n  15 d a y s  a f t e r  the r e ceipt of notice.

* Sec. 3. A S  4 5 . 5 5 . 2 1 0 ( a )  is a m e n d e d  to read:

(a) I n  a d d i t i o n  to t he c i v i l  p e n a l t i e s  a s s e s s e d  u n d e r  A S  4 5 . 5 5 . -  

200. a [A] p e r s o n  w h o  w i l f u l l y  v i o l a t e s  a p r o v i s i o n  of this c h a p t e r  

e x cept AS  45 . 5 5 . 1 6 0 ,  or  w h o  w i l f u l l y  v i o l a t e s  a r e g u l a t i o n  or  o r d e r  

u n d e r  this chapter, or  w h o  w i l f u l l y  v i o l a t e s  AS 4 5 . 5 5 . 1 6 0  k n o w i n g  the 

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

o m i s s i o n  to be m i s l e a d i n g  b y  a ny m a t e r i a l  respect, u p o n  con v i c t i o n ,  is 

p u n i s h a b l e  by a fine of  n ot m o r e  t h a n  §5,000, or b y  i m p r i s o n m e n t  f or 

not less t h a n  o ne y e a r  n o r  m o r e  t h a n  five years, or both. U p o n  c o n­

v i c t i o n  of an i n d i v i d u a l  f o r  a f e l o n y  u n d e r  this chapter, i m p r i s o n m e n t  

for not less t h a n  one y e a r  is m a n d a t o r y .  Howev e r ,  an  i n d i v i d u a l  m a y  

not be i m p r i s o n e d  for the v i o l a t i o n  of a r e g u l a t i o n  or o r d e r  if the 

i n d i v i d u a l  p r o v e s  that the i n d i v i d u a l  h a d  no k n o w l e d g e  of the r e g u­

lat i o n  or order. A n  i n d i c t m e n t  or  i n f o r m a t i o n  m a y  not be r e t u r n e d  

u n d e r  this c h a p t e r  m o r e  t h a n  five y e a r s  a f t e r  the a l l e g e d  v i o l a t i o n .

* Sec. 4. A S  4 5 . 5 5 . 2 6 0 ( c )  is a m e n d e d  to read:

(c) F o r  the p u r p o s e  of this section, a n  o f f e r  to sell o r  to b uy 

is m a d e  in this state, w h e t h e r  or  not e i t h e r  p a rty is t h e n  p r e s e n t  in 

this state, w h e n  the o f f e r

(1) o r i g i n a t e s  f r o m  this state; [OR]

(2) is d i r e c t e d  by the o f f e r o r  to this state a n d  r e c e i v e d  at 

the p l a c e  to w h i c h  it is d i r e c t e d ,  or at a p ost o f f i c e  in  this s t a t e  

in the case of a m a i l e d  o f f e r s

(3) is for a n  i n t e r e s t  or  p a r t i c i p a t i o n  in  an oil, gas, or
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1 m i n i n g  right, title, or lease on  l and in  the state, i n c l u d i n g  sub-

2 m e r g e d  land, regardless of w h e r e  the o f f e r  is made;

3 (4) is for an  interest cr  p a r t i c i p a t i o n  in p a y m e n t s  out of

4 p r o d u c t i o n  u n d e r  an  oil, gas, or m i n i n g  right, title or lease on  land

5 in  the state, i n c l u d i n g  s u b m e r g e d  land, r e g a r d l e s s  of w h e r e  the o f f e r

6 i s made; or

7 (5) is for an  interest o r  p a r t i c i p a t i o n  in real p r o p e r t y

8 l o c a t e d  in the state, or in a d o m e s t i c  c o r p o r a t i o n  or a d o m e s t i c

9 l i m i t e d  p a r t n e r s h i p ;  j u r i s d i c t i o n  u n d e r  this p a r a g r a p h  m a y  be ex-

10 e r c i s e d  only w h e n  the e x e r c i s e  is not i n c o n s i s t e n t  w i t h  the consti-

11 tu t i o n  of this state or  of the U n i t e d  S t a t e s .

12 * Sec. 5. Thi s  A ct takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).

t

©
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DEPARTM ENT OF COMMERCE &  

ECONOMIC DEVELOPMENT
D IV IS IO N  O F  B A N K IN G . S E C U R IT IE S  & C O R PO R A TIO N S

April 27, 1988

DECEIVED APR 2 7 MS
STEVE COWPER, G O V E R N O R

P.O . BO X D
JUNEAU, ALA SKA 99801-0800 

Banking & Securities (907) 465-2521 
Corporation Section (907) 465-2530 
ANCH ORAGE

Corporation Information (907) 563-2161

Honorable Rick Halford 
Co-Chairman, Senate Finance 
Committee 

Alaska State Senate 
P.O. Box V 
Juneau, AK 99811

Dear Senator Halford:

Re: CS for HB 143 Amending the Alaska Securities Act

The amendments to the Alaska Securities Act found in CSHB 143 are 
measures we need now to enhance public investor protection and to 
instill confidence in Alaska as a safe environment for outside invest­
ment.

Since the market "break" in October 1987, we've been experiencing sub­
stantial increases in client complaints regarding their inability to 
obtain records from broker/dealers. The ability to impose civil fines 
for failing to maintain proper records and for failing to respond to 
clients' requests will enhance compliance while precluding the neces­
sity of us having to threaten hearing and closure to get broker/ 
dealers' attention and compliance with these requests. This provision 
is contained in Section 2 of the Committee Substitute for HB 143.

With respect to the "long reach" provisions found in Section 4 involv­
ing oil, gas, mining, and other real property offerings where the 
leaseheld interest and/or mining site is located in Alaska, we are 
experiencing continued abuses. While care is being taken to avoid 
offering these fraudulent investments to Alaskans, nonetheless, it 
will become increasingly difficult to raise legitimate capital for 
bona fide ventures located in Alaska if these frauds are permitted to 
go unchallenged by us. The latest example is the Trinity Island 
mining scam which is being perpetrated on the public in the Lower 48, 
raising the investment funds for a mining operation located on an 
island off Kodiak where, in fact, no mining has taken place nor any 
permits have been obtained.



Honorable Rick Halford -2- April 27, 1988

Anything you can do to move CSHB 143 out of the Senate Finance Commit­
tee to Rules for calendering will most certainly be appreciated.

We remain at your disposal should you have any further questions con­
cerning this matter.

Yours very truly,

Lawrence P. Carroll x 
Senior Securities Examiner

LPC/sa4159s
42788b

cc: Willis F. Kirkpatrick




