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hich it will
(4) for an examination under AS 06.45.050.
ificate and (b)  Failure of a credit union tc pay a fee required by (a)(2), (3), or (4)
of this section within 30 days of receipt of billing from the
commissioner is grounds for the revocation of the certificate of
authority of the credit union. (§ 2 ch 47 SLA 1980)

h may be Sec. 06.45.050. Reporta and examinations. A credit union
organized under this chapter is under the supervision of the

to enable commissioner and shall make an annual financial report to the

apter. commissioner and shall make other financial reports required by

rovisiona regulations adopted by the commissioner. A credit union is subject to

uainess of examination by the commissioner. (8 2 ch 47 SLA 1980)

ng to the Sec. 06.45.060. Powers of a credit union. A credit union has

succession in its corporate name during its existence and may
(1) enter into a contract;
(2) sue and be sued,;

. (3) adopt, U3e, and alter a common seal;

ration (4) purchase, hold, and dispose of property;

N to the
ylaws to

rtéz(iisliy (5) make quns, the mfa\turities of which may I’_lOt exceed 12 years
' except as provided in this chapter, and extend lines of credit to its
members, to other credit unions, and to credit union organizations and
on and participate with other credit unions, credit union organizations, or
aration financial organizations in nv king loans to credit union members in
fore the accordance with the following:
rmine (A) loans to members shall be made in conformity with regulations
to the adopted by the commissioner, except that
nor; (i) a residential real estate loan which is made to finance the
acquisition of a one-to-four-family dwelling for the principal residence
credit of a credit union member which i9 secured by a first lien on the

dwelling rnay have a maturity not exceeding 30 years;
saioner (if) aloan to finance the purchase of a mobile homo, which is secured
e nfthe by afirst lien on the mobile home, to be used as the residence of a credit
union member, or for the repair, alteration, or improvement of a

arid ia
of the residential dwelling whic! is the residence of a credit union memher
sed by shall have a maturity not to exceed 15 years unless the loan is insured

7 SLA or guaranteed under (iii) of this subparagraph;
(iii) a loan secured by the insurance or guarantee of the federal
government, of a state government, or an agency ofeither may be made

credit for the maturity and under the terms and conditions specified in the
ng an law under which (he insurance or guaruntee is provided;

(iv) a loan or aggregate of loans to a director or member of the
d the supervisory or credit committee of the credit union making the loan

which exceeds $5,000 plus pledged shares shall be approved by the
board of directors;

(v) loans to other members for which directors or members of the
supervisory or credit committee act as guarantor or endorser shall be
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approved by the board of directors when the loans standing alone or
when added to an outstanding loan or loans of the guarantor or
endorser exceed S5,000;

<) the rate of interest may not exceed one percent a month on the
unpaid balance inclusive of all service charges:

(vii) the taking, receiving, reserving, or charging of a rate of interest
greater than is allowed by this subsection, when knowingly done, is
considered a forfeiture of the entire interest which the note, bill, or
other evidence of debt carries with it, or which has been agreed to be
paid on the note, bill, or other evidence of debt; if a greater rate of
interest has been paid, the person by whom it has been paid or his legal
representatives may recover back from the credit, union taking or
receiving it the entire amount of interest paid, but the action must be
commenced within two years from the time the usurious collection was
made;

(viii) a borrower may repay a loan before maturity in whole or in
part on any business day without penalty;

(ix) loans shall be paid or amortized under regulations adopted by
the commissioner which consider the needs or conditions of the
boiTowers, the amounts and duration of the loans, the interests of the
members and the credit union, and other factors established in
regulations adopted by the commissioner;

(X) the total dollar umount of real estate loans nnd mobile home
loans outstanding may not exceed 25 percent of the paid-in and
unimpaired capital and surplus of the credit union without the written
approval of the commissioner;

(xi) acredit union with a paid-in und unimpaired capital nnd surplus
of less than $3,000,000 may make real estate loans with maturities in
excess of 15 years only with the approval of the commissioner;

(B) a self-replenishing line of credit to a borrower may be
established to a stuted maximum amount on terms and conditions
which may be different from terms nnd conditions established for
another borrower;

(Ci loans lo other credit unions require the approval of the board of
directors of the loaning credit union;

(DI loans to credit union associations require the approval of the
board of directors of the credit union and may not exceed one percent
of the paid-in and unimpaired capital and surplus of the credit union;

(19  participation loans with other credit unions, credit union
associations, or financial organizations shall he made in accordance
with written policies of the hoard of directors of the credit union, except
that a credit union which originates a loan for which participation
arrangements are made in accordance with this section shall retain an
interest not less than 10 percent of the face amount of the loan;

(61 receive from its members and from others payments on shares
which may he issued at varying dividend rates, and payments or. share

20
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certificates which may be issued at varying divtdend rates and
maturities, subject :0 terms, rates, and conditions as may be
established by the board or directors of the credit union, within
limitations prescribed by the commissioner.

(71 invest its funds

Jg dI:r:Zre?: (A) in loans exc’l sively to members;
I bill ' or (B) in ob_llgatlons_ofthe United State_s or securities fully guaranteed
fed to’ be as to p_rlnmpal and mterest_ by t_he L{mted States; _
rate of (©) in loans t(_) other_ cr_edlt unions in tr_\e total a_mount not exceedlr?g
Kiis legal 25 percent o_f its pald-_ln and unimpaired capltgl _and surplus in
Iking or accordgnce with regulations adop_ted by the commissioner;
(DI in shares or accounts of savings and loan associations or mutual
Ilirg::s\f\gse savings banks which are insured by the Federal Savings and Loan
Insurance Corporation or the Federal Deposit Insurance Corporation;
sle or in (E) in obliga}tions iss_ued by _bunks for cooperatives, federal land
banks, federal intermediate credit banks, federal home loan banks, the
db Federal Home Loan Bank Board, or a corporation designated in 31
Ipéfli ch U.S_.C.,_t 846 as a Wh_oIIy owned fe:deral governmenj( corporation; in
Is of the obligations, nart|C|pat_|on_s, or other_lnstruments of or issued by or_fully
red in guaranteed as t(? prmmpal ard interest by the F_ederal National
' Mortgage Association or the Government National Mortgage
Association; in mortgages, obliga.ions. or other securities which are or
0 home have been sold by the Federal Home Loan Mortgage Corporation under
Hn and § 305 or § 306 of the Federal Home Loan Mortgage Corporation Act:
Swriiten or in obligations or other 'nstruments or securities of the Student Loan
Marketing Association;
purplus (F) in participation certificates evidencing beneficial interests in
fities in obligations, or in the right to receive interest and principal collections
> from obligations, which have been subjected by one or more federal
ay be agencies to a trust or trusts for which an executive department, agency,
diliorls or instrumentality of the United States or its head has been name ' to
"od for act as trustee;
(G) in shares or deposits of a central credit union in which such
ourd of investments are authorized by the board of directors of the credit union
making the investment.
of the (H) in shares, share certificates, or share deposits of federally
percent insured credit unions;
|union; () in the shares, stocks, or obligations of another organization
union providing service' which are associated with the rout Foperations of
Irdance credit unions, up to one percent of the total paid-in and unimpaired
(except. capital and surplus of the credit union with the approval of the
|pation commissioner; und
lain an (J) in tlie capital stock of the National Credit Union Central
1; Liquidity Facility;
shares (8 make deposits in national banks and in state banks, trust
ishare companies, und mutual savings banks, operating in accordance with the

laws of the state;

21
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(9) borrow in accordance with regulations adopted by the
commissioner from any source, in an aggregate amount not exceeding
50 percent of its paid-in and unimpaired capital and surplus, except
that a credit union may discount with or sell to a federal intermediate
credit bank an eligible obligation up to the amount of its paid-in and
unimpaired capital;

(10) levy late charges, in accordance with the bylaw's, for failure of
members to meet promptly their obligations to the credit union;

(11) levy and enforce a lien upon the shares and dividends of a
member to the ex’ent of a loan made to, and any dues or charges
payable by, the member;

(12) in accordance with regulations adopted by the commissioner,
sell to members negotiable checks, travelers checks, and money orders,
and cash checks and money orders for members, for a fee which does
not exceed the direct and indirect costs incident to providing the
service;

(13) in accordance vith regulations adopted by the commissioner,
purchase, sell, pledg' , discount, or otherwise receive or dispose of, in
whole or in part, eligible obligations of its members and purchase from
a liquidating credit union notes made by individual members of the
liquidating credit unit r. at prices agreed upon by the board of directors
of the liquidating cr< Jit union and the board of directors of the
purchasing credit union; a purchase nay not be made under authority
of this paragraph if, upon the makin of the purchase, the aggregat.
of the unpaid balances of notes pun las' : under authority of this
paragraph excee d five percent of the , ii.,paired capital and surplus
of the credit unf n;

(14) sell all or a pnrt of its assets to another credit, union, purchase
all or pnrt of he assets of another crdit un in, and ussume the
liabilities of the selling credit union and those f its members subject
to regulations of the commissioner; aiv

(15) exercise incidental powers as are necessary or required to
enable it to cany co effectively the business for which it is
incorporated. (i 2 ¢'i * SLA '980)

Sec. 06.45.0.0. Members!! p. Credit unit i membership consists oi
the incorporators end other persons and incorporated and
unincorporated organizations, to the extent permitted by regulations
adopted by the commission! . elected to membership. Each member
shall subscribe to a', leas., one share of the stock of the credit union and
pay the initial installment nn the .tock and p uniform ent'Yuu. fee if
required by h. board of directors of the c tdii. union. Credit union
membership is limit d to groups having a corvuon bond of occupation
or association, or groups within a well-defined neighborhood,
community, or rural district. Shares may be issued in joint tenancy
with right of survivorship with a person designated by the credit union
member. A joint tenant may not. be permitted to vote, obtain loans, or

22
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Sec. 45.45.010. Legal rate of interest.

'‘ai The rate ofinterest in the state is 10.5 percentayear and no more
on money after it is due except as provided in Ib >of this section.

(b) No interest may be charged by express agreement of the parties
in a contract or loan commitment dated after June 4, 1976 which is
more than five percentage points above the annual rate charged
member banks for advances by the 12th Federal Reserve District that
prevailed on the 25th day of the month preceding the commencement
of the calendar quarter during which the contract or loan commitment
is made. A contract loan commitment in which the principal amount
exceeds 8100,000 is exempt from the limitation of this subsection.

(c) Repealed by § 3ch 84 SLA 1973.

<u) Notice of the annual rate charged member banks for advances by
the 12th Federal Reserve District prevailing on the 25th day of the
month preceding the commencement ofeach calendar quarter required
for the maximum interest rate computation under (b) of this section
shall be provided bv the Department of Commerce and Economic
Development.

(e) Repealed by § 4 ch 146 SLA 1974.

(0 No bank, savings and loan institution, pension fund, insurance
company or mortgage company may require or accept any per cent of
ownership or profits above its interest rate.

(g) Loan contracts and commitments covering one- to four-family
dwellings may be prepaid without penalty, except federally insured
loans that require a prepayment penalty.

(h) Ifthe limitations on interest rates provided for in this section are
inconsistent with the provisions of any other statute covering
maximum interest, service charges or discount rates then the
provisions of the other statute prevail. (8 25-1-1 ACLA 1949; am § 20
ch 143 SLA 1968; am 8 2ch 69 SLA 1969; am 88 1,2ch 94 SLA 1969;
am 88 1, 2 ch 239 SLA 1970; am £8§ 1 — 3 ch 84 SLA 1973; am 8§ 1
— 4 ch 146 SLA 1974; am 8§ 1ch 110 SLA 1976; am 8§ 1 ch 159 SLA

1976; am 8§ 2 ch 107 SLA 1980)

_ Crosti reforenc's. — Anh to rot of uno Power Resource lonns. nee AS
intercut under Alasku Smnll Lonn* Act,  88.030ie>. As to tourism loons, see AS
free AS 0G.20 Anlo premium finance act, 45.90.0301023 As to BntaH business loans,
see AS06.40.120. An'to credit union louns, see AS 45.95.020. As to historic district
see AS 06.45.060. An tojudgments, see AS  loann, see AS 45.98.010(4). .

09.30.070. As to coniine-rini f|sh|nﬁ loans, Effect of amendments..— The first
see AS 16.10.320i0). An to ousmg 1976 nmendmcent  substituted  “five
development revolving loan fund, nee AS  percentage points” for "four percentage
18.54.060. An to Al'inku housing finance,  points" in the firs: sentence of subsection
see AS 18.56.098. As to insurance policy

loann, see AS 21.45.080. An to veterans'
loann, nee AS 26.15.040. As lo residential
care facmty loans, see AS '44"33'350(hl)" As
to temperate social activities facilities
loan!), see AS 44.47.340le). An to retail
installment sales, see AS 45.10 120. As to
collection of advance interest, see AS
45.45.080. As to Alternative Technology

The second 1976 amendment rev/rote
subsection ia>. .

The 1980 amendment substituted "10.5"
for "eight* near the lieginning ot
subsection a), and deleted the former
second sentence of subsection (a), which
read: "The rate of interest in the fitnle is
six per cent I year anti no more on (1)
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FISCAL NOTE f

I. REQUEST
Bill/Rcsplutjon No. §§ 2gg ) i
Title MC* relating to State chartered credit unions.
Requested by Senate Labon and Lornneree Date 3/19/81

1. FISCAL DETAIL Department of Commerce & Economic Development
Agency Affected _

Program Category Affected Consumer Protection
BRU, Program, or Subprogram(s) Affected Financial Institutions

(Note: If more than one budget component is affected, separate line-item amount: and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

Fy 81 Fy 82 FY (2)33 Fy 84 Fy 85 Fy 86
O Vo

100 PERSONAL SERVICES 0 0 0 0 i
200 TRAVFI 0 Q 0 0 0 0
300 CONTRACTUAL 0 0 0 0 0 0
400 COMMODITIES 0 P c R 0
90  EQUIPMENT 0 0 ) c 0
600 LAND & STRUCTURES 0 u e u u 0 0
700 GRANTS. CLAIMS. ETC. 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

FUNDING (Thousands of Dollars)

GENERAL FUND 0 0 0 _ 0
FEDERAL FUNDS 0 0 0 0 i) u
OTHER (Snecifv Fund Source) 0 0 0 0

POSITIONS

0 0 0 0 0 0
FULL TIME
rART TIME 0 0 0 u 0 0

TEMPORARY

o
o
o
o
o
o

I1l. ANALYSIS (See Fiscal Note Preparation InslP'ctions, Section I111)

#ul
V. DATE 3/19/81  preparep By Willig F. Kirkpatrick, Director of Banking
) AGENCY Department of CGrnmerce'XTccFionic DevelTpnSTTt
Original: Legislative Finance PHONE _ — 5B5CZ521
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33 001 (Rev. 12/80






Nlaska jiiaie ”“egtslaturt

Senate

Committee on £a6or & Commerce Pouch V

State Capitol
Official Business Juneau, Alaska 99&11

SUMMARY SB 281:

Ammends the Small Loans Act, and relates to open-ended loans
and the maximum rate of interest permitted. The interest may not
exceed the greater of 1%% per~ftlonth, or 8% points above the Federal
Reserve Discount Rate on 90 day commercial paper charged to banks

for advances by the 12th Fed. Res District.

A judgement, after the declaration of taking,shall include law—
ful interest on the amount finally awarded which exceeds the amount
paid into court under the declaration of taking. The interest runs

from ch date title vests to the date of payment of judgement.
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February 6, 1981 rlease reply to: ANCHORAGE

Senator Patrick Rodey
Pouch V
Juneau, AK 99811

RE: Senate Bill No. 19
Dear Senator Rodey:

I would like to take this opportunity to offer some
suggestions for amendments to Senate Bill No. 19, "An act
relating to the legal rate of interest; and providing for an
effective date.,”" introduced January 13, 1981 under your
sponsorship and presently referred to the Senate Labor and
Commerce Committee.

Due to apparent oversight by the legislature in prior
sessions, an 1inequitable anachronism has been carried for—
ward in the statutes of Alaska. AS 09.55.440(a) provides
that the rate of judgment interest awarded under a declara-—
tion of taking proceeding will equal six per cent per year
on the amount finally awarded which exceeds the amount paid
into court under the declaration of taking. This provision
was enacted 1in 1962, and has never been amended (ch. 101,
§13.21, SLA 1962

By way of background, a declaration of taking is often
used by the State of Alaska in lieu of a complaint for
condemnation and the correlative court order for possession.
It provides for immediate possession in the State; otherwise
the State must await the execution of an order giving it
possession. The impact upon Alaskan landowners 1is the same
regardless of whether their land is taken by a declaration
of taking or a complaint for condemnation. However, a
different rate of interest is paid to the landowner depend—
ing upon which method 1is used by the State. When a complaint
seeking condemnation and an order for possession 1is used,
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interest due the landowner Con amounts not deposited by the
State) 1is governed by AS 09.55.330 which provides that the
"lawful™ rate of interest (AS 45.45.010) applies. This
provision was enacted along with the provision applying to
declarations of taking in 1962 Cch. 101, & 13.10, SLA 1962).
Accordingly, it can be seen that in 1962 the legislature
provided for the payment of interest at the rate of six per
cent whether a declaration of taking or complaint seeking
condemnation and an order for possession was used. However,
in 1976 the statute setting the "lawful”™ rate of interest 1in
Alaska [AS 45.45.010Ca)] was amended to increase the rate of
interest from six per cent to eight per cent. However, it
would appear that no one has brought to the attention of the
legislature the fact that interest under a declaration of
taking condemnation remains at six per cent. Subsequent
increases in the legal rate of interest have similarly
failed to be reflected in AS 09.55.440(a).

It has been my unfortunate experience to witness the
inequitable application of the six per cent interest statute
to many landowners whose Jland is taken for public use.

Surely, the procedural means by which possession 1is taken by
the State should not dictate the rate of interest to be paid
landowners on compensation which is delayed. However,
attorneys 1in the Office of the Attorney General for the

State of Alaska, while apparently recognizing the 1inequity

of such differential treatment, are bound by AS 09.55.440(a).

The 1inequity in treatment was recently noted by the
Supreme Court for the State of Alaska in State of Alaska v.
Alaska Continental Development Corporation and Alaska General
Properties, Inc., No. 2254, December 31, 1980 (emphasili
added) :

We note the disparity between the interest
rate specified in AS 09.55.440(a) and the
other statutes mentioned. We also are
concerned about the inequity in awarding

a higher rate of interest on judgments
obtained in one form of eminent domain
proceeding than 1in another, as may result

from, the current provisions of AS 09.55.440(a)
and AS 09.55.330. We strongly urge the
legislature to consider amending what appears
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to be a defect in the current statutory
scheme. But we decline to repeal by judicial
action the clear and unambiguous provision of
an enactment of the legislature on the grounds
that it must be an oversight.

Although the Alaska Supreme Court®s recognition of the
doctrine of separation of powers is admirable, Ulandowners 1in
the State of Alaska remain in need of an amendment to bring
the rate of interest under a declaration of taking eminent
domain proceeding in line with the other interest rate
provisions in the Alaska statutes.

Since Senate Bill No. 19 will focus the legislature®s

attention on interest rate matters, it would seem an amend—
ment or amendments may be attached to the bill which will
remedy the 1inequitable situation described above. I would

recommend for your consideration amendments to Senate Bill
No. 19 along the following lines:

1. Insert a new Section 3--"AS 09.55.440 (a) is amended
to read:

(. Upon the filing of the declaration

of taking and the deposit with the court

of the amount of the estimated compensa—
tion stated in the declaration, title to
the estate as specified in the declaration
vests in the plaintiff, and that property
is condemned and taken for the use of the
plaintiff, and the right to just compensa—
tion for it vests 1in the persons entitled to
it. The compensation shall be ascertained
and awarded in the proceeding and estab —
lished by judgment. The judgment shall
include lawful interest [AT THE RATE OF

SIX PERCENT PER YEAR] on the amount finally
awarded which exceeds the amount paid into
court under the declaration of taking. The
interest runs from the date title vests to
the date of payment of the jJudgment.

2. Renumber present Section 3 of Senate Bill No. 19
as Section 4.
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X am enclosing for your convenience a copy of the
relevant section from State of Alaska v. Alaska Continental
Development Corporation and Alaska General Properties, Inc. ,
No. 2254, December 31, 19P0, and a version of Senate Bill
No. 19 with the suggesteu amendments. Please feel free to
contact me should you have any questions or need for further
information with respect to this matter. I thank you for
your time and consideration.

Very truly your

Steven S. Tervooren
SST/bs

Enclosure

cc: Senator Mulcahy, Chairman
Senate Labor and Commerce Committee
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tiff to be ju't compensation for the property or the interest in
it. (8 13.20 ch 101 SLA 1962)

Cross reference. — See Civ. R, 72-  Russian Orthodox Greek Catholic
<ei<3). Church of North America v. Alaska

Where the s te has adequate State Housing Authority, Sup. Ct.
knowledge of eparate interests,  Op. No. 809 " (File No.” 1600), 493
amounts should be specifie] for each.  P.2d 737 (1972).

Sec. 09.55.440. Vesting of title and compensation, (a) Upon the
filing of the declaration of taking and the deposit with the court of
the amount of the estimated compensation stated in the declaration,
title to the esti. e as.specified in the declaration vests in the plain-
tiff, and that p operty is condemned and taken for the use of the
plaintiff, and the ;ight to just compensation for it vests in the
persons entitled t it. The compensation shall be ascertained and
awarded in tie or eeeding and established by judgment. The judg-
ment shall incluii interest at the rate of six per cent per year on
the a.r.ount fin;’ o awarded whichexceeds theamount paid into
court inder the declaration of taking. Theinterest runs from the
date title vests to 'he date of payment of the judgment.

(b) L or moti ui of a party in interest and l'otice to all pa ties,

tile couiT m;i,. orr - that the money deposited 0! a part of it be paid
immeciat:'y o t e pei'son or persons entitled *o it for or on ac-
count o' t ,e just mompensation to be awarded in the iroceedii gs.
Tf the coi pensation finally av arde exceeds the amoi t of money
deposi; i, the deposit shall be offset agrmst the t dial. If the
compt a* >n finally awarded is less than ,ie amount if money de-
*>psitei, 'l court shall enter judgment in favor of the plaintiff and
i.gainst tb mp oper parties for the amount of the excess. (§ 1321
ch 101 ;. TA 1*62)

Cross i ferenee— %e Civ, R. ' - to the nt Msity of lei rocecdings
* to a- rtiiri fair me . value of

c)(3). :
Condom. r lakes .state sought in  propel y, del ivs .isue, .he property

mU--larntion of tukinf.— Th-- Aluska owner is en tied 10 an adequate sum

rle Inrntiun of taklng statu cs art- us
effective as t > federal statutes in
effectiti ' the >-st|n? f title in the
-ondcn. nroo. whnfe r interest in
he land |s- e to condemn. If the
state in -rtakei to obtain title U
rei.l property in ee simple ah- te
by the filin « <f | deelnration & lc-
mP_I At is he tit  whi'n it . .i-ains.
llififi -jr?. Att'y Got., No. 15, _
Alask:. Const., art. |, § 18, necessi-
tates that r. property owner bi com-
ensated for delays ‘incurred between
hv dates of the gov mnn-enl's takmq
of property and making payment. |
an award’” were paid” immediately
upon the taking of the land by the
slate no damages to the property
owner would ensure. Blit where, Qui-

to reimburse him for the loss of use
of the money during the p-riod of
such delay. To hold othcrwi e w-rmld
constitute’ n --king of th? property
without just com .ensatii There-
fore, it is well established that the
ivmr of property is crtittJ to in-
crost from the date of taking .0 the
dati ot paﬁlm,ent, ff.ussinn <rhodo
Gr- ., Catholic C.pitch o' Nii*>
[». erica v Alaska S -te Hon, ing /
tlarit’, Bjp. Ct Op._No. S0 “(Fnc
No. JfiC.i,, 498 ?2.2d 777 (1972

This sectioi provide- for interest
on the amount awardc* * rich exceeds
the amount paid into court under the
declaration of taking. Russian Ortho-
dox Greek Catholic “Church of North
America v. Alaska Stale Housing Au-
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§06.20.230 Banks and Financial Institutions §06-20.250

"A person may" near the beginning of the  affected by the amendment, it is not set
out.

subsection.
As the rest of the section was not

Sec. 06.20.230. Maximum interest permitted, (a) A licensee may
'lend any sum ofmoney not exceeding $25,000 and may charge, contract
for, and receive on the loan interest at a rate not exceeding three
percent a month on that part of the unpaid principal balance ofa loan
not in excess of $500; two percent a month on the remainder of any
unpaid principal balance exceeding $500 but not exceeding $1,000; and
one percent a month on the remainder ofany unpaid principal balance
exceeding $1,000 but not exceeding $25,000. On loans the principal of
which is $50 or less a licensee may charge, contract and receive interest
at a rate not exceeding five percent a month.

(b) Notwithstanding the provisions of (a) cf this section, a licensee
who makes open-end loans under this chapter or who makes a loan
under this chapter exceeding $5,000 but not exceeding $25,000 may
elect to cilarge, contract for, and receive interest not to exceed the
greater of

(1) one and one-half percent a month; or

(2) eight percentage points above the Federal Reserve discount rate
on 90-day commercial paper charged to banks for advances by the 12th
Federal Reserve District on the first day of the month before the
calendar quarter during which the loan is made.

(¢) Interest on loans under (b) of this section shall be computed
according to the actuarial method on the entire unpaid principal
balance as determined in AS 06.2.0.285(b). (8§ 16(a) ch 73 SLA 1955; am
8§ 5¢ch 94 SLA 1969: am § 7ch 71 SLA 1978;am § 2 ch 84 SLA 1979;
am § 3 ch 63 SLA 1980)

The 1979 amendment added subsection ~ paragraphs ( “or’
(blr ollowing "a ‘month |n paragraph El,

he 1980 amendment, effective Juno 5, added the provisions of para raph 2),
1980, in  subsection <. subst|tuted designated * tho provisions, e?mnln%
7625.000" for "$5,000" twice; in subsection "Intérest on loans” db subsection ic), adde
b), inserted "or who makes a loan under 'Intereston loans under (b>of this Section
hin chapter exceeding $5,000 but not shall be", und inserted "entire" preceding
exceeding $25,000” and e greater ofr, unpaid principal” in subsection <cj
restructured  the subsectlon into  the

Effect of fltinondmonLs. Eersenl mtrﬂuctorg garagm)a ang

Sec. 06.20.250. Computation and payment of interest. In)
Interest shall not be paid, deducted, or received in advance. Except for
open-end loan3 made under AS 06.20.285, interest shall be computed
and paid only on unpaid principal balances and shall not be
compounded; however, if part or all of the consideration for a loan
contract is the unpaid principal balance of a prior loan, the principal
amount payable under the loan contract may include any unpaid
charges on the prior loan which have accrued within 60 days before the



§09.55.440 Alaska Statutes i 09.55.440

tiff to be just compensation for the property or the interest in
it. (« 13.20 ch 101 SLA 1962)

Cross reference. — See Civ. R. 72-  Russian Orthodox Greek Catholic
13 Church of North America v. Alaska

€ 19).

(Where the state has adequate State Housing Authority, Sup. Ct.
knowledge of separate interests, Op. No. 809" (File No. 16005J, 498
amounts should be specified for each. P.2d 737 (1972).

Sec. 09.55.440. Vesting of title and compensation, (a) Upon the
filing of the declaration of taking and the deposit with the court of
the amount of the estimated compensation stated in the declaration,
title to the estate as specified in the declaration vests in the plain-
tiff, and that property is condemned and taken for the use of the
plaintiff, and the right to just compensation for it vests in the
persons entitled to it. The compensation shall be ascertained and
awarded in the proceeding and established by judgment. The judg-
ment shall include interest at the rate of six per cent per year on
the amount finally awarded which exceeds the amount paid into
court under the declaration of taking. The interest runs from the
date title vests to the date of payment of the judgment.

(b) Upon motion of a party in interest and notice to all parties,

the court may order that the money deposited or a part of it be paid
immediately to the person or persons entitled to it for or on ac-
count of the just compensation to be awarded in the proceedings.
If the compensation finally awarded exceeds the amount of money
deposited, the deposit shall be offset against the award. If tho
compensation finally awarded is less than the amount of money de-
posited, the court shall enter judgment in favor of the plaintiff and
against the proper parties for the amount of the excess. 1321
ch 101SLA 1962)

Cross reference.--Se- Civ. R. 72- to the necessity of legal Proceedings
oil,’ to ascertain fair market value of

Condemnor takes estate .sought in
declaration of taking.— The Alaska
declaration of takmg statutes are as
effective as the federal statutes in
effecting the vestln? of title in the
condemnor of whafever interest in
the la.id it seeks to condemn. If the
state undertakes to obtain title to
real property in fee simple absolute
by the '[I|.In(% of a deelmution of tak-
|r.? that is the title which it obtains.
[0 Op. Alt'y Gen., No. _
Alnska Const., art. I, § 18, nccessi-
tates that a property owner he com-
pensated for deluys ‘incurred between
th* dales <" the government’s taklngi
of property and making payment. |
ur, award were paid  Immediately
upon the taking of the land by the
state no damages to the property
owner would ensure. Hot where, due

property, deI_ays ensue, tho property
owner is entitled lo an adequate sum
to reimburse him for the loss f use
of the money during the period of
such delay. To hold otherwise would
constitute” a taking of the proHerty
without just compensation, There-
lore, it is well established that the
owner of property is entitled to in-
terest front the date of taking to the
date of aYme_nt. Russian Orthodox
Greek Catholic  Church of ~North
America v. Alaska State Housing *.u-
thority, Sup. Ct. Op._No. 809 “(Ilile
1600), 498 F.2d 737 (1972).

This section pro"ides for interest
on the amount awarded which exceeds
the nni.iuat paid into court under the
declaration of taking. Russian Qrtho-
dox Greek Catholic "Clurch of North
America v. Alaska State Housing Au-
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FISCAL NOTE

.  REQUEST B 291
TilleR* t n t ~ gt4™ ~ tJ interest calculation and state-pnfcuptioir uf fbderal ustrry-
RequestedbySehatS'tH'Bor and Commerce l'omrmttee Date 3/19/8)

Il. FISCAL DETAIL _ _
Agency Affected Department of Cormierce & Economic Development

Program Category Affected Consumer Protection

BRU, Program, or Subprogram(s) Affected Financial Institutions

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 .FY 86
[000 PERSONAL SERVICES 0 0 0 0 0 0
200 TRAVF1 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0. 0 0
<J) COMMODITIES 0 0 0o q 0 . n
>00 EQUIPMENT 0 0 0 0 0 n
0 LAND & STRUCTURES 0 0 n 0 n n
7(0  GRANTS. CLAIMS. ETC, 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

FUNDING (Thousands of Dollars)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0
0 0 0 0 0 0

OTHER (Specify Fund Source)

POSITIONS
FULL TIME 0 0 0 0 0 0
PART TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Il. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section I11)

IV. DATE 3/19/81 PREPARED BY Willis F. Kirkpatrid'k, Director of Banking
AGENCY Department of Commerce & Economic Development

Original: Legislative Finance PHO.IE 465-2521

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/30






Alaska ~iniz 7~eghkiwr

Senate
Committee on £afor & Commerce bouch v

State Capitol
Omcial Business Juneau, Alaska 99811

SVMMARY SB 282:

Ammends AS45.45.010, (trade practices, legal rate of
A broker-dealer registered under AS45.55

interest)

may charge a margin account

customer interest up to eight percentage points above the annual rate

charged member banks by the 12th Federal Reserve District that per-

vailed on the day the loan or commitment was made.



FOSTER 8 MARSHALL INC

MEMOIRS investment BANNERS AND BROKERS OFFICES
% ‘.":‘ ':.{VAE &\n& 14 SCITH FRANKLIN STREET PACIHIC NORTAWEST AND ALASKA
o Vvk JUNEAU.ALASKA 99001
DATE FEDERAL DISCOUNT RATE BASE RATE OUR COST
10/ 28 — 11/2 11% 10% 14 %
11/3 - 11/5 11% 10% 14 1/ 2%
1176 - 11/16 11% 10% 15 1/ 2%
11/17 12% 10% 16 3/4%
11/18 - 11/23 12% 10% 17 1/4%
11724 - 11/27 12% 10% 17 3/4%
11/28 - 1214 12% 10% 18 1/ 2%
12/5 - 12/14 13% 10% 20 %
12/15 - 12/17 13% 10% 21 %
12/18 - 12722 1% 10% 2 %
12123 - 12128 13% 10% 21 %
12129 13% 10% 20 %
12130 - 1/27 13% 13% 20 1/ 2%
128 - 272 1% 13% 20 V
203 - 219 13% 13% 19 %
2/10 - 2/20 13% 1% 18 1/ 2%
2721 - 2/23 13% 1% 10 %
2024 - 3/9 13% 13% 17 1/ 2%
/10 - 11 | 1% 13% 17 %
3/12 - Present 1% 136 16 1/ 2%

* Add ri> for AKinko Usury Limit



TOT
POUCH V m8TATE CAPITOL
- JUNEAU ALASKA 993" |
¥03 L I I O m T M 907 .365 380C
LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM February 11, 1981

SUBJECT: Ray Amendments to SB 19-Security
Brokerage Exemption

TO: Senator Bob Mulca)

FROM: Thomas A. Sofoyir"
Legislative Counsel

You have asked this office to propose/ draft language for
amending SB 19 in a manner which would exempt security
brokerage firms from the usury ceiling of AS 45.45.010(b).

In looking into this matter 1 have reviewed the. testimony
submitted by Mr. Fred Koken dated February 2 and February 9,
1981. Statements made by Mr. Koken have raised several

matters which call for further development.

As a preliminary matter, the more recent memo of Mr. Koken
(February 9, 1981) and the attached bill before the House 1in
the state of Washington has clarified the scope of the
exemption with which we are dealing. Based upon the
Washington approach 1 would suggest that any exemption to

AS 45.45.010(b) be limited to persons registered under

AS 45.55 which 1is the Alaska Securities Act. I do not see a
need to include reference to the Federal Securities and
Exchange Act of 1934 as did the Washington bill since, for
our purposes, the coverage 1is apparently concurrent.
Reference to AS 45.55 goes a long way toward addressing my
concern that we do not open the door for other unintended
persons or institutions to claim the exemption which we are
considering. There 1is however a further consideration which
needs to be addressed. Mr. Koken®s February 2, 1981 statement
mentioned that it is not merely the type of institution which
must be considered but also the nature of the "loan"™ which
it makes. In that earlier statement he discusses terms such
as "effective annual rate” and "open line"” of credit.
Reference to these concepts would apparently alleviate the
problem which his firm, and those similarly situated, have



Senator Eob Mulg$
Page 2
February 11, 1981

experienced in these inflationary times. The problem which
this creates 1is that the terms "effective annual rate"” and
"open line"™ of credit are not defined anywhere in the
statutory base which makes up the text of the Alaska
Statutes. Washington House Bill 96 attached to the
February 9, 1981 statement of Hr. Koken suggests that the
exemptions should be available if the underlying loans fl)
may be paid in full at the option of the borrower and (&)
are subject to credit regulations of the federal reserve
system. Although I am not sure, |1 do not believe the two
approaches outlined in the February 2, and February 9
statements of Mr. Koken would accomplish equivalent results.

We could of course merely exempt persons registered under

AS 45.55 from the interest cei-lings setup in AS 45.45.010(b).
That particular approach leaves the still further question

as to whether we merely want to exempt them from the ceiling
in subsection (b) or create a different ceiling for them.

Mr. Koken®s February 2, 1981 letter suggests that a higher
ceiling would be appropriate while the February 9 statement
indicates outright exemption from any usury ceiling.

In short, the 1issues which remain are (1) whether we want an
outright exemption from the usury ceiling for persons
registered under AS 45.55 or do we merely want to create a
different ceiling for such persons, and (£) is there a need
to clarify for type of "loan"” which qualifies for the
exemption which we are creating or do we want to exempt all
such transactions, even short term loans to which rationale
earlier advanced by Mr. Koken might not apply.

I hope you do not feel that 1| an trying to be difficult in
generating a work draft on what is ostensibly a simple
drafting task. The area/ of securities brokerage and
investment counseling is one 1in which I have very little
expertise and in which 1 believe we should proceed with
great caution. I would be happy to discuss these matters
further with you at your convenience.

TAS.-blg

Enclosure



rosier a Marshall Inc.
20b Co'ur.bia Avenue
Seattle, iissrington S810A

RE. Loan for Business Purposes

Dear Sir:

| understand -r.at uncer the tems cl a business loan o' over
515,0C .voicn 1 nave with, you, the or’/ loan advances wvlth you
nane to clients are solely for business purposes. | a:.ree that
you ray rely on tne statements mace here concerning rry nargin
sorrowing to take advantage of State aro Federal exemptions from
tne usuary provisions of the Revised Code of Washington.

This advance of IS ror ny ousiness purpose of

1
realize all the provisions of the Customer Agreement and the sup-
plement to tne Customer Agreement, which | have previously executed,
will continue in effect.

Sincerely,
//117s /S n ¢ /1y [ | <Ed tlal
[P /tv. \LAc/r 6 f c\ Pi, (J,, C C//mS/s
t (i &1 IC2MA Cca- S
h ~ T oxy /- 7s CEJ /[ i'ivUWC 24 av.ay.

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



SUPPLEMENT TO CQUSTOVER AGREEMENT
FOR MARGIN ACOOUNT CUSTOMERS

In consideration for Foster & Marshall Tn . extending and continuing
to extend credit to my margin investment account, | acknowledge the follow-
ing and agree to the terms and conditions herein:

1. Interest will be charged on any credit extended to or maintained
for the account for the purpose of purchasing, carrying or trading in any
security. The annual rate of interest which will be charged will depend
on the amount of the debit balance in my account and on the New York call
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 A\Y TIME. The annual rate of inter-
est will vary depending on the size of the average debit balance in the
account during the month in accordance with the following schedule:

If the Average The interest charge over
Monthly debit the New York call money
balence is rate will be:

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

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

The interest rate charged will not, however, excee 5 per centum in
excess of the discount rate, including any surcharge thereon, on ninety-
day commercial paper in effect, from time to time, at the Federal Reserve
Bank in the Twelfth Federal Reserve District.

2. My margin account will be opened and carried solely for the pur-
pose of borrowing to purchase, carry or trade investment securities in the
account with the intent of increasing nmy net worth. | will not borrow for
the purpose of withdrawing funds from the account for any other uses. |
make all investment decisions for my account.

3. All or a portion of any borrowing in the account may be repaid
at any time without penalty.

4. This Supplement is a supplement to the provisions of the Customer
Agreement which | have previously executed and all of the provisions of
such Agreement will continue in effect.

5. | understand that loans to the margin account which exceed $25,000
in the aggregate will be exempt from any state law limiting 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. | 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 will be subject to my Customer Agreement and this
Supplement.

| have carefully read and considered the above statement and represent
and warrant that my margin account is for my business purposes. | agree
that the interest rate charged on the debit balance in my account may be
a floating rate based on the New York call money rate charged Foster &
Marshall Inc., as set forth above and shall tot be subject to any limita-
tion on the rate of interest imposed by state law if the debit balance
exceeds $25,000. | agree that you may rely on this statement of the business
purpose of ny margin account borrowings to take advantage of state and fed-
eral exemptions from any applicable state law.

(datej (signedj

(city, state) (signed)

NOTE If joint account, both parties must sign.
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FOSTKK & MARSHALL INC.

OEuSISE INVESTMENT E«S > D BROKERS OFFICER
AI‘IA[((‘;éNerO:COC*_'E->ANOl _Mc 2'5 COL'MSIA SASIEET IN TMC PRINCIPAL CITIES OF THE
- y,:’); I oranoiinc ; PACIFIC NCBTHWEST AND ALASKA
P88 hosad & ~hBochSnot SEATT -E. WASHINGTON 99 104

2C6i 3XA-3SIC

November 14, 1980

TO OUR WASHINGTON STATE RESIDENT MARGIN CLIENTS:

One of the services Foster & Marshall Inc. provides to you is the financing
cf security purchases on a margin basis. Historically, "the rate of interest
charged on margin purchases has varied directly with the brokers' cost of
money which is presently approximately 15 1/2%. While the interest rate
charged to our clients 'in other states is based on this cost, we are limited
within the State of Washington to a 12% interest rate, except for business
loan accounts, because of the usury limitation since we are headquartered
within the Ttate. Unlike most of our competition, we have been absorbln%
this differential for most accounts of Washington residents in the hope that
the Wlme, interest rate would drop below ]2% or that a bill intioduced in
the Washington legislature during the last session would exempt margin
interest from the State's 12% usury limitation and thereby recognlze the true
cost of carrying such accounts. While this has been the case throughout
most cf the countrz/, the State legislature adjourned without taking action,
and it appears that an early return to a 12% cost of racney unfortunately is
not a realistic possibility’

We at Foster A Marshall feel that under the circumstances we cannot indefinitely
continue to absorb the mcreasm% loss between our cost of money to finance
margin accounts and the rate we have been charging our Washington clients.

A recent amendment to Federal legislation (H.R. 4986) provides an exemption
from state usury for loans in excess of $1,000 which are for business purposes,
and the amendment confirms that a margin loan to ﬁurchase.securltles IS a
business loan. Since economic reality requires that we either charge a higher
interest rate or call the margin loans outstanding and limit new loans, we
intend to call the outstanding balance of those margin accounts whose debits
exceed $10,000 or convert them to new loans on December 20, 1980, to the
extent that they are being made for business purposes in margining the _
accounts. We may further reduce this requirement to $5,000 if we are not given
relief by the State legislature.

We are enclosing an agreement for vou to sign nnd return to us confirming

that your margin loan 'is exclusively for business purposes and not for

ersonal ﬁurp_oses. This agreement will supplement your Customer Agreement.
lients who sign and return this agreement prior to December 20, 1980, will be
charged the standard Foster & Marshall interest rate on mar%m accounts as s
applicable in all other states. A statement showing the methods used to
compute interest is also enclosed, and in no event will the interest charge
exceed 5 percent in excess of the discount rate, |ncIud|ngF anv surcharge
2'ct-non,_on ninety-day commercial paper in effect at the Federal Reserve Haul.
n the Twelfth Federal Reserve District.



Since the funds from an exempt business loan cannot be used for any purposes
other than a business purpose, clients vill not be able to withdraw any
funds from their account which may be deemed to be proceeds of the loan for
non-business purposes. After December 20, 1980, no withdrawals may be made
from your margin account unless the withdrawal is the proceeds of a sale,
a_dividend, bond interest, etc., credited to the account that day, or you
first provide satisfactory written certification to Foster & Marshall that
the funds are to be used solely for a business purpose. If you wish, your
account may be set up to automatically send you dividends or hond interest as
it is credited to your account.

P.lease carefully read and understand the enclosed agreement and execute it
if it it satisfactory. Those clients who do not sign and return this agree-
ment either because their mar?m loans are wholly or partially for non-
business purposes or because they do not wish to incur the higher interest
rate will be required to deposit cash, liquidate securities, or make other
arrangements to repay their margin account balance by December 20,(1980.

| have explained the background of our present dilemma so that you can _
understand why Foster & Marshall has been forced to take this action. It is
not our desire to affect adversely the invettment practices of any of our
Washington clients, but rather to put them on the same oasis as our clients
In other states for interest purFoses and to maintain our responsibility to
all our clients to remain a viable and well-capitalized organization.

have suffered an mcreasm% loss from this area of our business as long as
thet reaS(t)_nany could, but the continued rise of interest rates has given us no
alternative.,

A copy of the agreement is enclosed for your records as wellas a self-
addressed, postage-free envelope to retufn your signed copy.

We value our relationship with you and we hope that you will understand why
we have made this decision.

Sincerely,



STATE OF ALASKA
0f CICE OF THE GOVERNOR

BILL ANALYSIS

OcpIM nont Sponsor (Principal) Bill Number 4

Commerce « Economic Development Labor = Commerce SB-19
ll\r?ar;ive it Position

.0t onoosed , A /i
St AT . S
U..S-OV Director* ,/}«—————7' o/ r/ Date/ / Commissio-er/ //lS / . Date. /. /
mi 11 L, . /DR T Charles toer U 19 s
GOVERNOR'S OFFICE USE
orriments:
Position Moted
SUMMARY
*) Rchiiec: bills [Clrr.t »r or Conflicting 1. b) Other Agencies Aflrcted by Bill
hone of wnicn 1 am aware hoi a of which | am.aware.
T. 0) Orgjniratiorfll S>upporT for Gill 2. b) Organl;jt onai Orr.option to Bih
1
All Alaska Financial Institution None of which | am aware
t
3 Proyra.n Effects of Bill
proposed

. Ai*trntlfiifnl\ Pr

Consideration could be given for the removal of all interest rate ceilings'. This would
let each financial institution compete based on their costs and other competitive factors.

1) Com/ner\%
The present quarterly adjustments do not allow for sudden changes in money market conditions.

The daily calculation of the legal rate of interest will allow lenders to quickly adjust their
charges as changes in the discount rate occur. AS 45.45.010(d) as stated in the bill must be’
repealed in order that the lender may quickly calculate the applicable interest rate without,
the (lje![ay of an intervening level of authority. Of necessity, AS 45.45.010 must be self- v
requ la tine..

oi oivjin.iv ii'Foi

c* e



PPSTHK T MAKSITITAI._L INC.

VI M B AP.TVEST BAN»triS AND BRC-CRb
*VtOCr t»C*sNOt o, orncrs
5Tocy 1 of e 114 SCI-'H FRANKLIN STP=£7 IN THE »P.s:ip*L citicb Of THE
» T« * .
Lot N L+ angq i NEA'J ALASKA 996(:1 Pacific UO»T*i{V/EIiT AND ALASKA
0°ho 67 cNs PCHUNOL .
iZ7 tul-Cco0C

February 2, 1981
Written Testimom 3I1.L NO. 19

Submitted By: Fred  r:>ker.
First Vice President
Foster &Marshall, Inc.

Security brokerage firrrs and other businesses that extend open lines of
credit to their oustsmers finance these leans througih borrowings from
major banks. The r.-e that is paid (the broker call rate/prime lending
rate) moves up and ¢ w. or "floats" with roney market rates and the
policy of the Federal Reserve Bank. In Years past these rates have moved
in a fairly arrow range and in an orderly manner. However, in the past
elthteen months ve have seen the broker call rate/prime lending rate
make wide swings in very short periods of :ime. The current Alaska State
usury law ines not a low the necessary flexibility to keep pace with
these interest rate chorges unu in :act ¢, cause substantial losses .to

firm: that exbend open lines of credit.

EXAMPLE: Foster ( Marshall is currently extending approximately $2,700,000
in ciedit t>Alaska residents. Under current, law the maximum
that can be charged is 18" This is 5V above the 13* rate as set hy
the  17°th Federal Reserve District on the 23th day of the month
precodinn t:i» mmrroncem- nt nf th** calendar quart* r.  Our cost
ot money (> si< er call rit*™) .s rifow 201, “his. means we are
In.; Imj money it a* annu.il rate si eml000. Finee W normally
chargé 1* a’ove our cost of money for accePtlng the risk of ‘these
loans and admir.is* or ing them we mmactually losing money at an
annual rit* of Rb1,000.

It in not the dorite o: arv b iitiinde ler.ioi to take advantage of the
hot rower; however !mi!-+» should the !iw 1llow the borrower take

advantage ot *he lei I*ilat]  the lender has tw alternatives:
1) to continue t<r., mtl. banc and inc.. the log:, ot call tlie loan;
and <i ive Alaska b *tc ou’sidi

To co:rect the current .it ration two suggest ions, are oltaied:

1. Change the eXer.n: ju. ~;emnt t'ad between tin* Federal
?otn?ra/e rate and the u try limit to .r ej ;ht percent, ige point
ad.

chinji ihe ies.g iy in t “isting 1 wthat oo allows tho iate to
change onlv one. a qua:tot and allow ‘ae late to "I lout". This

W de »Li. I iei.i! rate wnt up e« would t!* usury rate
and wh-n the Fee- *.1 r.te joes down s wot li the usuty tat<* und that
the maximm allow :y would tv » ok M-in 0lgh* points

above tin. (die. I_;.1 ., ri.i., | FediU.jl Re lati



Fage 2 .
Written Testimony
Fred Koken

Sucli a char, jo woura allow the usury limit to move or "float" in
a constant relationship to the :até charged member banks by the
11th Federal Reserve District.

‘or suggestions as to specific language changes to SENATE BILL NO. 19
‘lease ‘review the attachment.
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Lo

Online 12delete the word(7IVE] and insert the word eight.

Online 12insert the word effective between the words "the"
and ‘annual".

Online 13insert a period {J after the word district,
Atthe end of line 13, throu?\‘h lines 14 and 15 and ending on

line 16, delete the words
OR LOAN COMMITMENT IS MADE.F

THE DAY ON WHICH THE CONTRACT

Note: The objective of suggestions 2, 3, and 4 is to eliminate
C

the possible tying the _rur% limit on oBe_n lines of credit
to some contract date that eight have established the open
line of credit months or even years earlier.
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I'OSTI-K fv MARSHALL INC
'..C.TvrM OANMU-. k*iD ORONfRb
M- I KAM*tIN FTRIIFT
a A Al A ! -
ivi.i .jrv 9, 1981
<r. Ye. v . YMATK IULL MO. 19
-ui - i Pv Fred Kr<on
Firs*' Vic- President
Foster f Marshall, Inc.
In *«. ei-nrizony I it ti«l to you a wool; au. ar.* in the
whi< t !lowed it was s«ntionod that tho particular problem our
IUC' = i:li®m be K< .ddresjjod in .ewepaiito legislation or
Set" icr. Il on i.’;7* I><irlution. Attached is copy f 1“'iisic tion
cur = wel —on miielii>n in "™ F ate " .Cashin iton which
Ly re «t iee»l.ir ini>bli>m.



12

e , 'y, j. -
CFPFar . Li. 1.

rail el Ny % aru refor;cC t: G tvirm ™ IXL
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AN ACT Relatir.fi :o ccrsr.erciai lending; ar.d addir.rf a r.e~ see:ion

to chi-.prer 19.52 RCW.
iF. IT L,V."::-D EY TIE UGIS ATVRE Or T.CE STATE Cr "AliilV."_TON":

v-v 5FC7K.V Section 1. There .= aduen to chapter li.22
ECU a new section to rcna as follo»s:

The interest charged by an;, orok-r-aea".cr registered
under chapter /Z'r ar.d under th-; fede ai securities ar.d
oxcear.gc act cf 73-_4. as amended. s.-ill r.at i-bj-."t :: tre
limitations 1i.r;i0j-d by this chapter if the -;r.uer>ying icons (1)
stay be paid in full at the opticn cf the borrower ar.d (2) dl€
subject to the credit regulations of ;e« boarn of governors cf
the f-dcral reserve system, or 1its successor. Regarding try
suer. 16.it, a borra-er say r.ot p.ead the defense of usury r.or

uifti.itsi,". any .ct.nn tr.ercon or therefor.
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AK'Ci<ir-ivr ¢ if i'<\v*y..kcsce &
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DOTICL* >* "'XI1.IUM LEGAL RATE CF INTEREST
EFFECTIVE JWU-RY 1, 1?3i THROJGK ."ARCH 31, 1931

In c: liarce +rith AS 45.45.010(d), tne Cot: vis$ioner of the d”partirent
gi.-s -bile notice that the Federal Reserve d*scc<;it r-te prevailing in
the 1At Federal Reserve District on the 25th say of the .onth preceding
the u encenent of the calendar quarter begin ring January 1, 1980 was 13
oercent.

AS 45.45.010(b) provides that:

(0) No interest «ay lu charged by express agreement of the parties
'n contract or Ic-.n co.vaitircmt dated after June 24, 1976 nhl’ch is
- re than five ; .rc ntojo points above the annual rate charged laember
b-nhs for advances by the 12th Federal Reserve District that prevailed
or the 25th icy of .be th prec. ling the ct ;.enco vent of the
calender ..arbor during .arch the contract or loan roanitment 'is
\_c:ntract cr I*-:i errr.itcent in which the principal amaunt
exceeds 5100,000 is exempt Fron the limitation of this subsection.

THE .FORE, effective January 1, 1931, the maxi un legal rate of interest
I.hich ray be charged by express agreement of the parties in a contract or
loa" c. "'nitiiient of $100 030 or less is 13 percent.

Dn "arch 31, 1980, President Carter signed into law H.R. 4936, a'bill
which makes a number of changes affecting banks and financial institutions
and state usury laws. In particular, that bill affects the provision of
the Alaska usury statute, AS 45.45.010(b) as follows:

1. The ceiling on interest rates allowable on certain home
r:r'.gage loans including r.obile homes loans, is preempted
starting April 1, i''80, and there is > ceiling set by federal

law.

The ceiling on interest rates allowable on business and*
agriculture loans over $1,000 is pree ipted if that ceiling
falls Dbelow the ceiling established by the federal law (this
provision 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 if
preemption has occurred.

"eg.Rations for federally-related i..ort_.<e louis have h n adopted. See
1? 'vie Federal Regulations ""art 690. For fur: er infer ition relating
to the federal legislation, please contact the ‘laska Ccjressional
Delegation and refer to P-blI'C daws 96- >? end .'.=m399,

'"JiOk
D8.M14LH Julius <. Brecht
Di rector



(“vfaska fate legislature

Senate
Committee on £a50r & Commerce Pouch Vv

. . State Capitol
Official Business Juneau, Alaska 99811

March 23, 1S81

COMMITTEE MEETING MINUTES

The meeting was called to order at 3:09 P.M. by Chairman
Mulcahy. Those present were: Senators Hohman, Ziegler,
Fahrenkamp and Rodey.

First on the agenda was SB 200 "An Act relating to the fisheries
business tax (AS ~3*75-015) S and providing for an effective date."

Senator Dick Eliason addressed SB 200, explaining the background
of the fisheries business tax, and that the tax 1is retroactive for
two years. (tape reading 010 to 272)

Mr. Gary Jenkins, Director of the Audit Division, Department of
Revenue testified on the problems with administrating the bill;
fish buyers are not always identifiable. Suggested language-
salmon must be sold to a licensed processor; easier to administer,
(tape reading 275 to ~58)

Mr. Lev/is Schnaper representing the Alaska Trollers Association
testified in support of SB 200, stating that the class of fisher—
men who have made substantial investments, 50 to 75 trollers with
freezing capacities would be impacted; less economical to freeze
but the quality speaks to the need. The Canadians recognise the
value of sea frozen salmon, and it is the most effective use of

a lishermans fuel.

Senator Pat Rodey offered proposed language; frozen salmon must
be transferred to a licensed buyer.

Chairman Mulcahy moved wc accept Senator Rodeys amendment and
move SB 200 as amended. (tape reading 570)

Next on the agenda was SB 81 "An Act increasing the number of
directors of the Alaska Housing Finance Corporation.”

This bill was brought up for discussion; Senator Ziegler ques—
tioned the need for the bill, Senator Mulcahy offered background
on the bill, and It was decided to hold the bill for later.

(tape reading 580 to 630)
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Next on the agenda was SB 85 ™"An Act permitting a minor under
the age of 18 to be employed 1inan occupation in which a strike
or lockout 1is in progress."

Chairman Mulcahy offer background testimony, and addressed the
constitutionality of the rights of minors to picket. Chairman
Mulcahy proposed we move the bill and Senator Hohman recommended
the bill move from Committee. (tape reading 63" to 653)

Next on the agenda was SB 232 "An Act relating to the legal rate
of interest.”

Mr. Fred Koken, First Vice-President of Foster and Marshall tes—
tified on SB 282, elaborating on the problems with SB 19 usury
rates, and how the bill did not reflect the needs of his 1indus—

try. The policy on interest at Foster & Marshall is dictated by
ccmpetitio ) 7> * dustry. (tape reading 678 to 830)
Committee SB 282 uir

Next on the agenda was SB 172 "An Act relating toUniforCommer —
cial Code filings; and providing for an effective date."

There was no testimony and it was recommended that we hold the
bill for further work. (tape reading 660 to 669)

The meeting was adjourned by Chairman Mulcahy at 3:50 P.M.



3 WFiRQtf 11S1
Mr. President:
The Committee on LABOR & r.DMMTAH? has had SB 282
legal rate of interest

under consideration and (a majority cf the committee) (the committee)

reports it back with the following recommendations: v
[*] dopass [ ] do not pass
r 1 do pass with attached amendments(s)
L. ] same title
[ 1 replace with CS for [ ] new title
and recommends
[ J AND attaches a "Letter of Intent” [ New Fiscal Note
1 reports it back without recommendation
(¢ 1 referred to the Commi ttee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

~/ VI e ) (ilA K -

CHAIRMAN
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Sec. 45.45.010. Legal rate of interest.

ia) The rate ofinterest in the state is 10.5 percent ayear 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 agreement of the parties
in a contract or loan commitment dated after June 4, 1976 which is
more than five percentage points above the annual rate charged
member banks for advances by the 12th Federal Reserve District that
prevailed on the 25th day of the month preceding the commencement
of the calendar quarter during which the contract or loan commitment
is made. A contract or loan commitment in which the principal amount
exceeds $100,000 is exempt from the limitation of this subsection.

(c) Repealed by 8 3 ch 84 SLA 1973.

(d) Notice of the annual rate charged member banks for advances by
the 12th Federal Reserve District prevailing on the 25th day of the
month preceding the commencement of each calendar quarter required
for the maximum interest rate computation under (b) of this section
shall be provided by the Department of Commerce and Economic
Development.

(e) Repealed by § 4 ch 146 SLA 1974,

() No bank, savings and loan institution, pension fund, insurance
company or mortgage company may require or accept any per cent of
ownership or profits above its interest rate.

(g) Lean contracts and commitments covering one- to four-family
dwellings may be prepaid without penalty, except federally insured
loans that require a prepayment penalty.

(h) Ifthe limitations 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 of the other statute prevail. S 25-1-1 ACLA 1949; nm § 20
ch 143 SLA 1968; am § 2ch 69 SLA 1969; am 88 1, 2ch 94 SLA 1969;
am §81.2 ch 239 SLA 1970; am 8 1— 3 ch 84 SLA 1973, am 8§ 1
— 4ch 146 SLA 1974; am § 1ch 110 SLA 1976; am § 1ch 159 SLA

1976; am § 2 ch 107 SLA 1980)

wer Resource loans, «ee AS

~ Cross references. — As to rnle of and P
(e) As to tourism loans, v Ah

n
interest under Alaska Smnll Loans Act, 88.030 6
see AS 06.20. As to premium finance act, 45.90.0 gcg 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 toludqm_ents, see AS oans, see AS 45.98 040(4). _
09 30,070. As to commercia fIShInH loiins, ~ Effect of umcndments. — The first
see AS 16.10.320(a). As to ousmg 1976  amendment = substituted  five
development revolving loan fund, see AS percentage [Hunts" for “four percentage
18'54.060. As to Alaska housing finance, paints" in the first sentence of subsection
sec AS 18.56,09B. As to insurarice 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 TJ)(. [oH) amendment substituted "10 5"
to temperate social activities facilities for ““eight” near the lieginning of
loans, see AS 44.47 340(e). As to retail nuhscclion la), and deleted the former
installment sales, see AS 45.10 120 As lo second sentence of subsection (nt, which

0
e
3

collection of advance interest, see AS
45 45.0H0. As to Alternative Technology

read "The rate of interest in the stale is
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department or other public body for which a charge or lee may or may
not be made or collected for the reproduced recording. (§ 1 ch 134 SLA
1974; am 8 1ch 193 SLA 1975)

Editor's N
5

0 te. - This section d
from AS 45 2

0 ec wus renumbered by the revisor of statutes
J.010 nnd AS 45,51.0 1

erives
0 and pursuant to AS 01.05.031.

Chapter 55. Alaska Securities Act of 1959.

Article
1. Fraudulent and Other Prohibited PracticesJ§§ 45.55.010 — 45 55.020)
2. Reg[{%t%astlé)go)of Broker-Dealers, Agents. and Investment Adviaers (84 45.55.030 —

3. Registration of Securities <8 45.55.070 — 45.55.120)
4. General Provisions 8§ 45.55.130 — 45.55.270)

Article 1. Fraudulent and Other Prohibited Practices.

Section

10, Sales and purchases
20. Advisory activities

Sec. 4555.010. Sales and purchases. It is unlawful for a person,
in connection with the offer, sale, or purchase of a security, directly or
indirectly, lo

(1) employ a device, scheme, or artifice to defraud;

(2) make an untrue statement of a material fact or omit to state a
material fact necessary in order to make the statements'made, in the
light of the circumstances under which they are made, not misleading;
or

(3) engage in an act, practice, or course of business which operates
or would operate as a fraud or deceit upon a person. (§ 101 ch 198 SLA
1959: am § 1 ch 85SLA 1972)

v
At%’HedIncl.nv.Aslﬂarem@ué.'u{llll?”e)g %omﬁg i H!atmg mile of securities. Kill ALU

(File No. 149). 376 P.20:371) (1962); Demoe ~ ~ Applicability of Nlue Sky lnwn In
v. Denn WBIIer&CO., 476 F. Supp. 275 il) queo-inpcorporat){on subscriptiong, 50 AlR2d

Alim 1979 1
Am. Jur. 2d, Allt nnd C.JS.  Sale of memberships in club or similar
referenepH. — (if) Am.gur 2d. Securities  organization as sale of securities within
lel setg'69 Ain. %04\6|5|0ns of securities nets, 87 ALH2d

Regulation - Federal, 9 1
i2||r._2d,,Secur|t|esIIegulnt|on— late, 5 | . _ _ .
Sin . Wind enmditulea an “inventmerit
llue Sky Liwm, H7 ALH 42 . c&ntract"wnhm the meaning ofslate Illue
_Violation of lllue Sky Liwh nlfecting  Sky Laws, 47 ALR.'ld 1375.

liability ~of purchaser of slock rn fiect, i between stockbroker and

stockholder, 67" ALR 121. _
Federal Secun% Act us superseding

slide nets, 145 ALU 1252, _

~ Wind eonHtdutes storks, senirlltes or
investment contracts within

contemplation of stale und federal sintules

customer, of broker's mistnkcn sale of
stock or other security other than that
Intended by customer, 48 Al 1131513,
Duly To disclose material facts to stock
purchaser, 80 AUL'ld 13,
63 C.J.S. Licenses § 72-8.

8 45.55.020 Trade and Commerce 8 45.55.020

Se*’. 4555.020. Advisory activities, (a) It is unlawful for a person
whc receives a consideration from another person primarily for
advising the other person as to the value ofsecurities 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 unlawful for an investment adviser to enter into, extend, or
renew an investment advisory contract unless it provides in writing
that

(1) the investment 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 assignment of the contract may be made by the investment
adviser without the consent of the other party to the contract; and

(3) the investment adviser, if a partnership, shall notify the other
party to the contract of a change in the membership of the partnership
within a reasonable time after the change.

(¢) The provisions of (b)(1) of this section do not prohibit an
investment advisory contract which provides for compensation based
upon the total value of a fund averaged over a definite period, or as of
definite dates or taken as of a definite date.

<) "Assignment," as used in (b)(2) of this section, includes a direct
or indirect transfer or hypothecation of an investment advisory
contract by the assignor or of a controlling block of the assignors
outstanding voting securities by a security holder of the assignor; but,
if the investment adviser is a partnership, no assignment 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 minority interest in the business tlt'ie investment
adviser, or from the admission Lothe investment adviser of one or mote
members who, alter admission, will be only a minority of the members
nnd will have only a minority interest in the business.

(e) It is unlawful for an investment adviser lo take or have custody

of the securities or funds of a client il
(Il the administrator by rule prohibits custody, or

(2) in the absence of rule, the investment adviser fails to notify the

administrator that he has or may have custody. ($ 102 ch 198 SLA
1959)
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Article 2. Registration of Broker-Dealers, Agents,
and Investment Advisers.

Section Section

30. Registration requirements 60. Denial, ~ revocation, = suspension,
40. Registration procedure . cancellation, and withdrawal of
50. Post-registration provisions registration

Sec. 45.55.030. Registration requirements, (a) It is unlawful 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 unlawful for a broker-dealer or issuer to employ an agent
unless the agent is registered. The registration of 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 terminates a connection with a broker-dealer
or issuer, or begins or terminates those activities which make him an
agent, the agent as well as the broker-dealer or issuer shall promptly
notify the administrator.

() It is unlawful for any person to transact business in this state as
an investment adviser unless (1) he is registered as an investment
adviser under this chapter; (2) he is registered as a broker-dealer
without the imposition of a condition under AS 45.55.060(d)(5); or (3)
his only clients in this state are investment companies as defined in the
Investment Company Act of 1940 or insurance companies.

(d) Every registration expires one year from its effective date unless
renewed. The administrator tnny by rule or order prepare an initial
schedule for registration renewals so that subsequent, renewals of
registrations effective on May 9, 1959, may he staggered by calendar
months. For this purpose the administrator may by rule reduce the
registration fee proportionately. (li 201 ch 198 SI,A 1959)

See. 4555.040. Registration procedure, (a) A broker-dealer,
agent, or investment adviser may obtain an initial or renewal
registration by filing with the administrator an application together
willt a consent to service of process pursuant to AS 45.55.260(g), The
application shall he accompanied by the fingerprints and a photograph
of the applicant and shall contain whatever information the
administrator by rule requires concerning such matters as

(1) the applicant’s form nnd place of organization;

(2) the applicant’s proposed method of doing business;

(3) the qualifications and business history of the applicant; in the
case of n broker-dealer or investment adviser, the qualifications nnd
business history of u partner, officer, or director, a person occupying a
similar status or performing similar functions, or a person directly or
indirectly controlling the broker-dealer or investment adviser; nnd, in
the case of an investment adviser, the qualifications nnd business

§ 45 .55.040 Trade and Commerce $ 45_.55.040

(4) an injunction or administrative order or conviction ol a
misdemeanor involving a security or any aspect of the securities
business and any conviction of a felony; and

() the applicant’s financial condition and history.

(b) The administrator may by regulation or order require an
applicant for initial registration to publish an announcement of the
application in one or more specified newspapers published in this state.
If no denial order is in effect and no proceeding is pending under AS
4555.060, 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 of the persons subject to this chapter
who were doing business in this state on May 9, 1959. The
administrator may by regulation or order specify an earlier effective
date, and he may by order defer the effective date until noon of the 30th
day after the filing of an amendment.

(¢) Every broker-dealer applicant for initial registration shall pay u
registration fee of $125. Every agent applicant and investment adviser
applicant for initial 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 investment adviser may file nn
application for registration of 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 AS 45.55.030(b) have been met. There is a filing fee 0f$10
for filing applications under this subsection.

(e) The administrator shall by regulation require of registered
binker-doalets and investment advisers a minimum capital and a Load

guaranteed by a corporate surety qualified to do business in this slide.

(Ij The administrator shall by regulation require registered
broker-dealers, agents, and investment advisers to post surety bonds in
amounts up to $10,000, and shall by regulation determine their
conditions. An appropriate deposit of cash or securities shall he
accepted in place of a bond so required. Every bond shall provide for
suit on it by any person who has a cause of action under AS 45.55.220
und, if the administrator by rule or order requires, by any person who
has a cause of action not arising under this chapter. Every bond shall
provide that no suit may he maintained 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 SLA 1959; am § 1ch 55 SLA 1972; am
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Effect of nmendnientfl. — The 1977 reRistrotion of an agent who inn partner,
amendment, in sybsection Ibi, deleted the olTicer, or director, or o person occupying a
hiHt sentence, which read "ReRislmtum of similar Rtntim or performing  similar
a broker.dealer milomttlieiilly coitalilutes functions.”

Sec. 4555.050. Rost-registrution provisions. (@ Every
registered broker-dealer and investment adviser shall make and keep
the accounts, correspondence, memoranda, papers, books and other
records which the administrator by rule prescribes. All records so
required shall he preserved for three years unless the administrator by
rule prescribes otherwise for particular types of records.

(b) Every registered broker-dealer and investment adviser shall file
the financial reports which IThe administrator by rule prescribes.

(c) If the information contained in a document filed with the
administrator is or becomes inaccurate or incomplete in a material
respect, the registrant shall promptly file a correcting amendment
unless notification of the correction is given under AS 45.55.030(b).

(d) All the records referred to in (a) of this section are subject to
reasonable periodic, special, or other examinations by representatives
of the administrator, inside or outside this state, as the administrator
considers necessary or appropriate in the public interest or for the
protection of investors. For the purpose of avoiding unnecessary
duplication ofexaminations, the administrator, insofar as he considers
il practicable in administering (d) of this section, may cooperate with
the securities administrators of other states, the Securities and
Exchange Commission, and any national securities exchange or
national securities association registered under the Securities
Exchange Act of 1934. (ft 203 ch 198 SLA 1959)

Sec. 4555.0(50. Denial, revocation, suspension, cancellation,
and withdrawal of registration, (a) The administrator 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
ofa broker-dealer or investment adviser, a partner, officer, or director,
n person occupying a similar status or performing similar functions, or
n person directly or indirectly controlling the broker-dealer or
investment adviser

(1) has filed an application for registration which as of its effective
date, or as of a date after filing in the case of an order denying
effectiveness, was incomplete in a material respect or contained a
statement which was, in light of the circumstances under which it was
made, false or misleading with respect to a material fact;

(2) has wilfully violated or wilfully failed to comply with a provision
of this chapter or a rule or order under this chapter;

(31 has been convicted, within the past 10 years, of a misdemeanor
involving a security or un aspect of the securities business, or a felony;
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(5) is the subject of an order of the administrator denying,
suspending, or revoking registration as a broker-dealer, agent, or
investment adviser;

(6) is the subject of an order enteied within Ihe past five years by the
securities administrator of another stale or by the Securities and
Exchange Commission denying or revoking registration as a
broker-dealer, agent or investment adviser, or the substantial
equivalen' of those terms as defined in this chapter, or is the subject
of an order of the Securities and Exchange Commission 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 of a United State I|'ost Office fraud order; but

(A) the administrator 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 stale 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
DU3iness;

8) is insolvent, either in the sense that his liabilities exceed his
assets or in the sense that he cannot meet his obligations as they
mature; but the administrator may not enter an ordii against, a
broker-dealer or investment adviser under this clause without, a
finding nf insolvency as to the broker-dealer or investment adviser; or

(9) is not qualified on the basis of such factors as training, ex-
perience, and knowledge of the securities business, except as other-
wise provided in (il) of this section,

(b) The administrator may bo order deny, suspend, or revoke any
registration if he finds that the order is in the 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 investment adviser; or

(2) has failed lo pay the proper filing fee; but the miminist rotor may
enter only a denial order under this clause, and he shall vacate the
order when the deficiency is corrected.

(¢) The administrator 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 llu* 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 administrator may noL enter an order against
broker-dealer on the basis of the lack of qualification of a person other
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(2) The administrator may not enter an order against an investment
adviser on the basis of the lack of qualification ofany person other than
(A) the investment adviser himselfif he is an individual or (B) another
person who represents the investment adviser in doing any of the acts
which make him an investment adviser.

(3 The administrator 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 administrator 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 administrator shall consider that an investment adviser is
not necessarily qualified solely on the basis of experience as a
broker-dealer or agent. When he finds that an applicant for initial 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 investment adviser.

<$) The administrator may by rule provide for an examination,
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
investment adviser, provided that examinations required by (d)(6) of
this section shall not he required ofa registrant under this chapter who
was doing business in this stale and was a resident of (bis state on May
1. 1959

(el The administrator may by order summarily postpone or suspend
registration pending final determination of a proceeding under this
section. Upon (lie entry olTlic order, the administrator shall promptly
notify (lie applicant or registrant, and the employer or prospective
employer if Ilie applicant or registrant is an agent, that it liar 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 for hearing. If no
hearing is requested and none is ordered by the administrator, the
order remains in elfect until it is modified or vacated by the
administrator. ITa hearing is requested or ordered, the administrator,
after notice of and opportunity for hearing, may modify or vacate the
order or extend it until final determination.

()] If the administrator finds that a registrant or applicant, for

n gistration no longer exists or has ceased to do business as a
broker-dealer, agent or investment adviser, or is subject to an
adjudication of mental incompetence or to the control of a committee,
conservator, or guardian, or cannot be located after reasonable search,
the administrator may by order cancel the registration or application.
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application to withdraw or within a shorter period of time as the
administrator may determine, 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 within 30 days after the application is filed. If a proceeding
is pending or instituted, withdrawal becomes effective at the time and
upon the conditions as the administrator by order determines. If no
proceeding is pending or instituted and withdrawal automatically
becomes effective, the administrator may nevertheless institute a
revocation or suspension proceeding under (a)(2) of this section within
one year after withdrawal is effective and enter a revocation or
suspension order as of the last dale on which registration was effective.

(h)  No order may be entered under any part of this section except the

first sentence of (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 Administrative Procedure Act (AS 44.62) is not in conflict
herewith, it applies to all procedures. (8 204 ch 198 SLA 1959)

Article 3. Registration of Securities,

Section . ) Section o ) ) )
70. ItcgiHtrntinn requirepent 110 Provisions applicable to registration
80 licgislralimi P>y notification generally

90. IlcgiHlralimi by coordination 120 Denial, Zfn-pension, and rcvncalmn of
Ul0 ItcgiHIrnliun liy tpnilifiniiinn registration

Sec, 45.55.070. Registration requirement. 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 0l transaction is exempted under
AS 4555.140. ($ 401 ch 198 SLA 1959, as added by § 19 ch 105 SLA

Seven per cent dchciituroi offered in  nlherwiNe exempted Irom lhe rcgiMnUhin
exchange for alork imiHt lie rcgiidored. regiiii "incut of the net 1901 Op AH ¥
Seven pei cent debenture* «l a tiifi.No ir
cnrMiration  which are nfTeiei! in Application of registration
ninckhalderti of the Name corporal ion in  requirement)! to conversion plans.
exchange for their Mock inuM he See pttit Op AlIty Den .No Hi

rc,"intereii, iiiilohn the delimiturcs are

Sec. 46.55.080. Registration by notification, (at The following
securities may be registered by notification, whether or not they are
also eligible for registration by coordination under AS 45.55.090:

(D a security whose issuer and predecessors have been in conliuut us
operation for at least live years il |A) there has i immi no default tim ing
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(or any predecessor) with a fixed maturity 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 maturity or a fixed interest
or dividend provision outstanding at the date the registration
statement is filed and equal at least five per cent ofthe amount ofthese
outstanding securities (as measured by the maximum offering price or
the market price on a day, selected by the registrant, within 30 days
before the date of filing the registration statement, whichever is
higher, or book value on a day, selected by the registrant, within 90 days
of the date of filing the registration statement to the extent that there
is neither a readily determinable market 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) of this paragraph outstanding for
three full fiscal years, equal at least five per cent of the amount (as
measured in (B) (i) of this paragraph) of all securities which will be
outstanding if 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) asecurity (other than a certificate of interest or participation
an oil, gas or mining title or lease or in payments out of production
under theiitn or leasel registered lor nonissuer distribution if (A) any
security of the same class lias over been registered under this chapter,
or (B) the security being registered was originally issued pursuant to
in exemption under this chapter

n

(h) A registration statement under this section shall contain the

following information and be accompanied by the following documents
in addition to the information specified in AS 4555.110(c) and the
consent to service of process requited by AS 45.55.260(g):

(Imi statement demonstrating eligibility 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 ofsecurities of the i-. ucr held by him as of the dale of the filing
of the registration statement; and a statement of his reasons lor
making the ollering;

(4) a description of the security being registered;

(5) the information and documents specified in AS 45.55,100(h)(8),
(10), and (121; and

(0) in the case of registration under (a)(2)of this section which does
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of the issuer as of a date within four months before the filing of the
registration statement, and a summary ofearnings 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 of the balance
sheet, or for the period of the issuer's and predecessor's existence if less
than two years.

(¢) If nostop order is in effect and no proceeding is pending under AS
4555.120, a registration statement under this section automatically
becomes effective at three o'clock Pacific Standard Time in the
aflernopn of the second full business day after the filing of the
registration statement or the last amendment, or at an earlier lime as
the administrator determines. (5 402 ch 198 SLA 1959, as added by
§ 19 ch 105 SLA 1961)

Sec. 45.55.090. Registration by coordination. (U> A security for
which a registration statement has been filed under the Securities Act
of 1933 or any security for which filing 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 statement under this section shall contain the
following information and be accompanied by the following documents
in addition tel the information specified in AS 45.05.110(c) and the
consent to service of process required by AS 45.55.260igl:

(1) three copies of the latest form of prospectus filed under the
Securities Ad of 1933;

(2) if the administrator requires, copies of the articles of
incorpornl ion and bylaws (or their substantial equivalent)currently in
effect, a copy of an agreement with or among underwriters, a copy of
an indenture or other instrument governing the issuance of the
security lo lie registered, nnd ii specimen or ropy of llie xeounlv,

(3) if the administrator requests, any other informal ion, or copies of
any other documents, filed under the Securities Ad of 1933; and

(4) an undertaking lo forward all future amendments to the federal
prospectus, other than an amendment which merely delays (lie
effective date ofllie registration statement, promptly and in any event
not later than the first business day allei (lie day they are forwarded
lo or filed with (lie Securities and Exchange ('onimission, whichever
first occurs,

(¢) A registration statement under this section automatically
becomes effective n( the moment the federal registration statement
becomes effective ifall the following conditions are satisfied: 11)no stop
order is in effect and no proceeding is pending under AS 45,55,120; (2)
the registration statement lias been on file with (lie administrator for
at least 10 days; nnd (3) a statement of the maximum and minimum
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period which llie administrator permits tuul Lht* offering is made within
lhose limilal ions.

oil Tin* registrant shall promplly i.otily the administrator by
telephone or telegram of the date and time when the federal
registration statement became effective and the content of the price
amendment, ifany, and slial’ promptly file a post-effective umondment
containing the information and documents in the price amendment.
"I'rice amendment" means the final federal amendment which includes
a statement of the offering price, underwriting and sellntr discounts or
commissions, amount of proceeds, conversion rates, call prices, and
other matters dependent upon the offering price. Upon failure to
receive the required notification and post-elfective amendment with
respect to the price amendment, the administrator may enter a stop
order, without notice or hearing, retroactively denying effectiveness to
the registration statement or suspending its effectiveness until
compliance with (c) and (d) of 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 of the order.
If the registrant proves compliance with the requirements of(c) and (d)
of this section as to notice and post-effective amendment, the stop order
is void as of the time of its entry. The administrator may by rule or
otherwise waive either or both of the conditions specified in (c)(2) and
Ct) of this section. If the federal registration statement becomes
effective before all the conditions in (cl and id) of this section ere
satisfied and they are not waived, the registration statement
automatically becomes effective as soon as all the conditions are
satisfied. If the registrant, advises the administrator of the date when
llu* federal registration statement is expected to become effective, the
administrator 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 AS -1555.120; hut this advice by ('*; administrator
does not preclude the institution of the proceeding at any time. (8 40(1
eh IOHSLA 1050, as added by 8 10ch 105SLA 1001;nm8 2ch 55SLA
1072; am 8 7 ch 80 SLA 1072)

See. 4555,100. Registration by qualification, tu) A security may
In- registered by qualification.

(hi A registration statement under this section shall contain the
following information and he accompanied by the following documents
in addition to the information specified in AS 45.55.110(c) and the
consent to service of process required by AS 45.55.200(9);

,1) with respect to the issuer and any significant subsidiary: its
name, address, and form of organization; the stale or foreign
jurisdiction aud date of its organization; the general character and
JMMIkUOULi-business; a description of its physicn properties and
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(2) wiLh respect Loevery director and officer of 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
of securities of the issuer held by him as of a specified date within 30
days of the filing of the registration statement; the amount, of the
securities covered by the registration statement to which he has
indicated his intention to subscribe; and u description of 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 12 months, 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 of record, or beneficiary if
known, 10 per cent or more of the outstanding shares of any class of
equity sec Hty of the issuer: the information specified in (2) of 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) of 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 behalfa part of the offering
to b> made in a nonissuer distribution: his name and address; the
amount of.securities of the issuer held by him as of the date* of the filing
of the registration .statement; a description of a material interest in a
material transaction with the issuer or asignificant subsidiary cfiVcled
within the past three years or proposed to be effected; and a statement
of his reasons for making 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 other-
wise offered, and a statement of the emount and kind of consideration
(whether in the form of cash, physical assets, services, patents,
goodwill, or anything else) for whiih the issuer or a subsidiary has
issued any of its securities within (In* pa >two years or iHobligated to
issue any of its securities;

(8) the kind and amount of 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 of the offering is Lo he made
lo a person or class of persons other than the underwriters, with a
specification of that person or class: the basis upon which the offering
is to he made if otherwise than for cash; the estimated aggregate
mmlenvril.im- and selli.o- djsoTn|s Y- YHIin)*H»]r julj twuinTie fr H

S
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value to accrue to the underwriters or finders in connection with the
offering) or, if the selling discounts or commissions are variable, the
basis ol determining them and their maximum and minimum amounts;
the estimated amounts of other selling expenses, including legal,
engineering, and accounting charges; the name and address ol every
underwriter and every recipient of a finder's fee; a copy of any
underwriting or selling-group agreement under which the distribution
is to be made, or the proposed form of the agreement whose terms have
not yet been determined; and a description of the plan of distribution
of any securities which are to be offered other than through an
underwriter;

(9) the estimated 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 amount to be used for each purpose; the order or priority in
which the proceeds will be used for the purposes stated; the amounts
of any funds to be raised from other sources to achieve the purposes
stated; the sources of the funds; and, if a part of the proceeds is to he
used to acquire property (including goodwill) other than in the
ordinary course of business, the names and addresses of the vendors,
the purchase price, the names of persons who have received
commissions in connection with the acquisition, and the amounts ofthe
commissions and any other expense in connection with the acquisition
(including the cost of borrowing money lo finance the.acquisition);

(10) a description of a stock option or other security options
outstanding, or to be created in connection with the offering, together
with the amount of the options held or to be held by every person
required to be named in (2), (4), (5), 16), or (8 )of this subsection and by
a person who holds or will hold 10 per cent or more in the aggregate
of (hi'oplions;

(11) the dat parties to, and general effect concisely stated of,
every management or other material 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 filing of the registration statement
or was made within the past two years, together with u copy of every
such contract; and a description ofany pending litigation or proceeding
to which the issuer is a party and which materially affects its business
or assets (including the litigation or proceeding known to be
contemplated by governmental authorities);

(12) a copy of a prospectus, pamphlet, circular, form letter,
advertisement, or other sales literature intended as of the effective
date, to he used in connection with the offering;

(13) a specimen or copy nfthe security being registered; a copy of the
issuer's articles of incorporation and bylaws, or their oubstnntiul
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(14) a signed or conformed copy of an opinion of counsel as lo the
legality cfthe security being registered (with nn English translation if
itisin 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 of the issuer;

(15) the written consent of an accountant, engineer, appraiser, or
other person whose profession gives authority to a statement made by
him, if the person is named as having prepared or certified a report or
valuation (other than a public and official document or statement)
which is used in connection with the registration statement;

(16) a balance sheet of the issuer as of a date within four months
before the filing of the registration statement; a profit and loss
statement and analysis or surplus for each of 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 of the balance sheet, or for the
period of the issuer’s and a predecessor’s existence if less than three
years; and, ifany part of the proceeds of the ofiering is to be applied to
the purchase of a business, the same financial statements which would
be required if that business were the registrant; and

(17 the additional information which the administrator requires bv
rule or order.

() A registration statement under this section becomes effective
when the administrator so orders.

(d) The administrator may by iule or order require as a condition of
registration under this section that a prospectus containing a
designated part of the information specified in (b) of tins section be sent
or given to each person (0o whom an offer is made before or concurrently
with whichever of the following occurs first:

(1) the first written offer made to him (otherwise than by means of
a puldie advertisement I by or lor Ilie ncroiiiil of Ilie issuer or any ol her
person on whose behalfthe ofiering is being made, or by an underwriter
or broker-dealer who is offering part of an unsold allotment or
subscription taken by him as a participant in the distribution;

(2) the confirmation of a sale made by or lor the account ofany such
person;

(3) payment under the sale; or

(4) delivery of the security under the sale. (8 404 ch 11)8 SLA 1059,
as added by 8 19 ch 105 SLA 1961)

See, 4555.110. Provisions applicable to registration
generally, (a) A registration statement may lie filed by the issuer,
another person on whose behalf the offering is to lie made, or a
registered broker-dealer.

(b) Every person filing a registration statement shall pay a filing fee

of $50 and a registration fee of one-tenth of one per cent of the
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be less Hum $50 or more Hum $1,500. When a registration statement
is withdrawn before the effective date or a pre-effective stop order is
entered under AS 45.55.120, the administrator shall retain the $50
filing fee.

() Every registration statement shall specify (I) the amount of
securities to he offered in this stale; (2) the states in which n
registration statement or similar document in connection with the
ollering has been or is to be filed; and Oil an adverse order, judgment,
or decree entered in connection with the offering by the regulatory
authorities in each state or by any court or the Securities and Exchange
Commission.

(d) A document filed under this chapter within five years preceding
the filing ofa registration statement may be incorporated by reference
in the registration statement to the extent that the document is

currently accurate
<c) The administrator may by rule or otherwise permit the omission
of an item of information or document from a registration statement.

(0 In the case of a nonissucr distribution, information may not be
required under AS 45.55,100 or (j) of this section unless it is known to
the person filing the registration statement or to the persons on whose
behalf the distribution is lo be made, or can be furnished by them
without unreasonable effort or expense.

(0)) The administrator may by rule or order require as a condition
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 of the registered security in this
stale lie impounded until the issuer receives a specified amount from
Hie sale ol the security either in this stale or elsewhere. Tho
adminislralor may by rule or order determine the conditions of an
escrow or impounding required in this subsection but be may not reject,
a depository solely because of location in another state.

th) The administrator 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 ofsubscription or sale contract, and that
a signed or conformed copy of each contract be filed with the
administrator 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

of

in (fleet under AS 4555.12(1. All outstanding .securities of the same
class as a registered security are considered to be registered for the
purpose of any nonissuer transaction if the registration statement is
effective and between the thirtieth day after the entry of a stop order
suspending or revoking the effectiveness of the registration statement
under AS 4555.120 (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 statement. A registration statement
may not be with withdrawn for one year from its effective date if any
securities of the same class are outstanding. A registration statement
may be withdrawn otherwise only in the discretion of the
administrator.

() So long as a registration statement is effective, the administrator
may by rule or order require the person who filed the registration
statement to file reports, not more often than quarterly, to keep
reasonably current the information contained in the registration
stntement and to disclose the progress of the offering.

(k) A registration statement relating to a security issued by a
face-amount certificate company ora redeemable security issued by an
open-end management company or unit, investment trust, as those
terms are defined in the Investment Company 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 SLA 1959, as added by 8 19ch 105 SLA 1951;am 8 Ich 44 SLA
1962; am 8 8 ch 86 SLA 1972)

See. 4555.120. Denial, suspension, and revocation of
registration, (a) The administrator 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 of an order denying effectiveness, or any
amendment under AS 45.55.11Kk lus of its effect ive dale, or any report
under AS 45.55.1 t()lj) is incomplete in a material respect or contains
a statement which was, in the light of the circumstances under which
it was made, false or misleading with respect to a material fact;

(2) a provision ol this chapter or a rule, order, or condition lawfully
imposed under this chapter has been wilfully violated, in connection
with the ofiering, by (A) the person tiling the registration statement,
(B) the issuer, a partner, officer, or director of the issuer, a person
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8) lIn*security registered or sought lo be registered is the subject ol
an administrative stop order or similar order or n permanent or
temporary injunction under another federal or state act applicable to
the offering; hut (A) the administrator may not institute a proceeding
against an effective registration statement 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 ofan 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
amounts 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 AS
45.55.0K)thl(41; or

(9) the applicant or registrant has failed to pay the proper filing fee;
hut the administrator may enter only a denial order under this
paragraph and he shall vacate the order when the deficiency is
corrected.

(lit The administrator 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 within the next ill) days.

(¢) The administrator may by order summarily postpone or suspend
the effectiveness of the registration statement pending linal
determination of a proceeding under this section. Upon llie entry of the
order, the administrator 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. Il no hom ing is requested and none is ordered
by the administrator, the order remains in effect until it is ni'dified
or vacated by the administrator, if a hearing is requested or ordered,
the administrator, 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 Bnnl determination.

Article 4. Genera! Provisions.

Section Section

130. Definitions i Rej inci
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Sec. 4555.180. Definitions. In this chapter unless the context
otherwise requires:

11) "administrator” means the commissioner of 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 attempting to effect
purchase or sale of securities; a partner, officer, or director of a
broker-dealer or issuer, or a person occupying a similar status or
performing similar 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 transactions in a security
exempted by AS 4555.140(11, (2), @) (4), or (5), iii) effecting
transactions exempted by AS 45,55.140th), or(C) effecting transactions
with existing employees, partners, or directors of the issuer if no
commission or other remuneration is paid or given directly or
indirectly for soliciting any person in this stale;

() "looker-dealer" means n person engaged in the business of
effecting transactions in securities lor Ilie account of 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
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19111, pension nr piulii sliming Inisis. or other liminriiil instil aliens or
institutional buyers, whether acting for themselves or as trustees, or
(El a person who has nn piace of business in this state ifduring a period
nf 12 consecutive months he does not direct more than 15 offers to sell
or buy into this state in any manner 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;

(4t "fraud,” "deceit.” and "defraud" are not limited to common-law
deceit;

(51 "guaranteed" means guaranteed as to payment of principal,
interest, or dividends;

Itil "investment adviser" means a person who, for compensation,
engages in the business of advising others, either directly or through
pjhlications or writings, as to the value of securities or as to the
advisability of investing in, purchasing, or selling securities, or who,
for compensation and as a part of a regular business, issues or
promulgates, analyzes or reports concerning securities; "investment
adviser” floes not include IAl a hank, savings institution, or trust
company; (lll a lawyer, accountant, engineer, or teacher whose
performance of these services is solely incidental to the practice of 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 magazine, or business or financial
publication ol general, regular, and paid circulation; tK) a person
whose advn e, analyses, or teporls relate only tosecurities exempted by
AS 45 55 14(Ita)(ll; (El a person who has no place of business in this
state II'tf 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 Investment
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 communications into this state in
any mantlet Inmore than five clients other than those specified in (F!(i)
oi tins paragraph, whether or not he or any of Ibe persons to whom the
coininunical ions are directed is then piesont in this slat/;; or (G) other
persons not within tin* intent of this paragraph whom the
administrator 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 certificates, or collateral trust certificates, or with respect

»certificates of interest or shares in an unincorporated investment
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the duties of depositor or manager under the provisions of the trust or

other agreement or instrument under which the security is issued; and
(13) Repealed by $ 2 ch 56 SLA 1978;

8) "nonissuer” means not directly or indirectly for the benefit of the
issuer;

(9) "person" means an individual, a corporation, a partnership, an
association, a joint-stock company, a trust where the interests of the
beneficiaries are evidenced by a security, an unincorporated
organization, a government, or a political subdivision ofa government;

(10) "sale" or "sell" includes every contract ofsale of, contract to sell,
or disposition of, a security or interest in a security for value; "offer”
or "offer to sell” includes every attempt 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 with, or as a bonus on account of,
a purchase of securities or any other thing is considered to constitute

e part of the subject, of the purchase and to have been offered and sold for
value; a purported gift of 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 same 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 of the same or
another issuer, is considered to include an offer of the other security;

(11) "Securities Act or 1933, "Securities Exchange Act of 1934
"Public Utility Holding Company Act of 1935” and "Investment
Company Ad of 1940” mean the federal statutes of those names as
nmended after May 9. 1959;

(12) "security” means a note; stock; treasury stock; bond; debenture;
evidence of indebtedness; certificate of interest or participation in any
profit-sharing agreement; collateral-lrust, certificates; preorganizalion
certificate or subscription; transferable share; investment contract;
voting-trust certificate; certificate of deposit for a security; a certificate
of interest or participation in an oil, gas, or mining title or lease or in
payments out of production under the title or lease or in any sale of 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 Commodity Futures Trading
Commission; however, the contract or option is not subject to the
provisions of AS 45.55.070 if il is sold or pun’luised on the lloor of a
hona fide exchange or hoard of 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 ofsome
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iilUm\s( or participation in, temporary or interim certificate for, receipt
for, guarantee of, or warrant 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 United
Stales, the District of Columbia, and Puerto Rico. (8 301 ch 198 SLA
1959; am 88 1and 2ch 105SLA 1961;am $ 9 ch 5SLA 1966; am §8 9,
10ch 86 SLA 1972-am § 1ch 217 SLA 1975;am 88 14,108 ch 218 SLA
1976; am 8 2 ch 56 SLA 1978; am 8 2 ch 69 SLA 1980)

Kffrcl or nnicndnienLs. ~ The 19711 Seven per centdebenture?) offered in

MUH AT rU TSt “tHHHHINHTIEMI-r 11
nmimmo_mill ecmmmii- development" lor
“itimmissitmer of inmitii'ir™ in piiitiprnph
ill, and "Commodity Futures Trading
Commission" for "Commodity Exchange
Authority of the  United States
Department of Agriculture” near the
middle of garagraph 1121,

The 1978 amendment, in paragraph 17 1
repealed item Qi which lead, "with
respect to certificates of interest or
Fartmlpatlpn In nil, gns, nr mining titles or
eases or in payments out of production
under these titles or lenses, there is not

copsidered lo lie any ‘issyer' "
T_ﬁe ?I?Ht(f ﬁme%lmeH! inserted "nr
variable" near the end ol paragraph M2i

Sec. 4555.138. Application

exchange for stock must lie registered.
—. See_same cntchline in note to AS
oIf|.rg|.07I). , .
FOr analysis of securities law of
Alaska and its effect on corporate
tran?facnons, see 191 Op. Ally. Gen.,
0, If).
Allt references. — Who is "dealer”
under state securities acts exempting sales
by owners other than issuers not made in
course of successive transactions, and the
like. (5 ALIt3d 1425, , _
WIinl constitutes "public" or "private"
offering within meanlngiofstate securities
requlation. &1 ALIt."ld 1009

to Alnsku Native Claims

8 45.55.139 T iiaiii< anh Commkuci- 8 45.55.140

Alaska law pursuant lo the federal Ad To  10.05 or 10.21), this Act prevails with
the extent 0f nn inconsistency lid ween a  regard lo a corporation organized under
provision of this Ad nnd a provision 0f AS  Afaska law pursuant lo the | decal Ad."

Sec. 4555.139. Reports of corporations. ‘A copy of all annual
reports, proxies, consents or authorizations.™ proxy statements and
other materials relating to proxy solicitations distributed, published or
made available by any person to at least 30 Alaska resident
shareholders of a corporation which has total assets exceeding
$1,000,000 and a class of equity security held of record by 500 or more
persons and which is exempted from the registration requirements of
AS 4555.070 by AS 4555.138, shall be filed with the administrator

concurrently with its distribution lo shareholders. (8 | eh 58 SI,/
1977)

For enne construing common low  solicitations
pronibition of mntcrinlly false nnd  Op. No 1825
misleading  statements ~ in proxy 119791

ﬁ 2(4|7

Sec. 45.55.140. Exemptions, (a) The following securities are
exempted from AS 45.55.070;

(D a security, including a revenue obligation, issued or guaranteed
by the United States, a state, a political subdivision of a stale, or an
agency or corporate or other instrumentality of one or more of the
foregoing; or a certificate of deposit for any of the foregoing;

(2) asecurity issued or guaranteed by Canada, a Canadian province,
a political subdivision of a Canadian province, an agency or corporate
or oilier instrumentality of one or more of the foregoing, or a foreign
government with which the United States currently maintains

Settlement Aft corporations. The initial issue of stock of n diplomatic relations, if the security is recognized as a valid ohhpntioijffi®

corporation organized under Alaska law pursuant lo the Alaska Native
Claims Settlement Act tP.L. 92-203; 85 Slat. 688; 43 U.S.C. 1601 et
set),i is not a sale of it security under AS 4555070 and AS
4555.130(101. (8 6 ch 70 SLA 19721

Editor's note.  Siilmn 1, rli 70.SI.A  provision ol [lus Ad or AS 10.05 or 10.20
1972, provides "Purpose. It is the and a provision of (he Alaska Native
purpose ol this Ail In imPIem_ent the Claims Se!llenient Act (PI. 92-203. 85
Alaska Native Claims Selllenient Act Slid (88, 43 1J.5C |||t[).| el seq.i or a
if . _9?-203. Hi Sinl 888. 43 UN < 1§11 grov,lsmn In the articles ofincorporation or

ing eli VI iws required by the U.S. Secretory of
ﬁ'i_nssee”arﬁ%igmﬁﬂg'”ngmﬁ{{?& 'Swd'%rg%ﬁgr%% tlit- Interigr underysec Viol of the fed%ral

directly of implicdlv (Tented by the Ad, the federal Ad or the required
“ii . tincut by Onfqress of Ihe Alaska provision in the nrlicloH nr bylaws prevails
i.alive Claims Settlement Act Il js also ~ With regiard to a corporation organized
the purpose of this Arl (u_ complement  yndet Alaska taw pursuant.[o the federal

throuah stale nolicy. in a reasonable nnd ~ Art However, nothing in this section or
oug stae(ﬁg f%era|a|<ﬁ|%s\%?(grgsseg elsewhere i | this © Ad deprives a

by the issuer or guarantor; n

(3) asecurity 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 Uf a stale or of the United Stales:

(4) a commercial paper which arises out of a current transaction or
the proceeds of which have been or are Lo he used for current
transactions, and which evidences an obligation lo pay cash within
nine months of the date of issuance, exclusive of days of grace, or any
renewal of the paper which is likewise limited, or a guarantee of the
paper or of the renewal, if the commercial paper is of the type eligible
for discount by a federal reserve bank;

(5) an investment contract issued in connection with an employee’s
stock purchase, savings, pension, profit-sharing, or similar honnlll plan
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(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 similar association organised under the laws of a state and
authorized to do business in this state;

() asecurity 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, investment contract, or Himilar
security under which the promised payments are not f'’xed in dollars
but are substantially dependent upon the investment results of a
segregated fund or account invested in securities; except that policies
or annuity contracts of insurance companies admitted 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 similar association
organized and supervised under the laws of this state;

(9) a security issued or guaranteed by a railroad, other common
carrier, public utility, or holding company which is

(A) subject to the jurisdictir.i of the Interstate Commerce
Commission,;

(B) a registered holding company under the Public Utility Holding
Company Act of 1935 or a subsidiary of the company within the
meaning of that Act;

CC) regulated in respect of its rates and charges by a governmental
authority of the United States or a state; or

(1)1 regulated in respect of the issuance or guarantee of the security
by a governmental 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 American Stock Exchange, the
Midwest Stock Exchange, or the Pacific Coast Stock Exchange, or any
other security of the same issuer which is of sonior or substantially
equal rank; a security called for by subscription rights or warrants so
listed or approved; or a warrant o*right to purchase or subscribe to any
of the foregoing;

(11) 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 pioccasional association.
(b> The following transactions arc exempted from AS 45 55.070:
(1) ntransaction between the issuer or other person on whose behalf
the >'lering is made and an underwriter, or among underwriters;
(2) a transaction in a bond or other evidence of indebtedness secured
‘reement for
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(3) a transaction by an executor, administrator, sheriff, marshal,
receiver, trustee in bankr guardian, or conservator;

(4) an offer or sale to a bank, savings institution, trust company,
insurance company, investment company as defined in the Investment
Company Act 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 10 persons in this state other than those
designated in (4) of this subsection during u period of 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 remuneration is paid or given directly or
indirectly for soliciting a prospective buyer in this stule;

(ii)) the total dollar amount invested during a period of 12
consecutive months does not exceed $100,000:

(iii) a legend is placed on the certificate or other document
evidencing ownership of 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 advertisement
and

(v) the issuer files with the administrator a notice specifying the
issuer, the security to be sold and the terms of the offer at least two days

efore any sales are made;

(B) to no more than 25 persons in this state other than those
designated in (4) of 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 AS 45.55.100 (which information shall he furnished
to the administrator upon his request);

(iii) the total dollar amount 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 AS
45.55.040;

(v) alegend is placed on the cerlilicate orol her document evidencing
ownership of the security, stating that 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 agreement from the buyer
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tvii) oilers are made without public solicitation or advertisement;
and

(viii) the issuer files with the administrator 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 of a preorganization certificate or subscription if

(A) nocommission or other remuneration 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 existing security holders of the
issuer, including persons who at the time of the transaction are holders
of convertible securities, nontrunsferable warrants, or transferable
warrants exercisable within not more than 90 days of their issuance,
if

(A) no commission or other remuneration, 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 administrator 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
statements 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 examination 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 manual contains the names of the issuer's
officers and directors, a balance sheet of the issuer as of a dale within
18 months, and a profit and loss statement for cither the fiscal yenr
preceding that date or the most, recent year of operations, or

(B) the security has a fixed maturity or a fixed interest or dividend
provision and there has been no default during the current fiscal year
or wiinin the three preceding fiscal years, orduring 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;

(11) a nonissuer transaction effected by or through a registered
broker-dealer under an unsolicited order or offer to buy; however, the
administrator may by rule require that the customer acknowledge
upon a specified form that the sale was unsolicited, and that a signed
copy of each form he preserved by the broker-dealer for a specified
period;

iMf—fe™Miim*MHa”w*iniiiiiHWMira— ian—
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(13) a transaction incide.it to a right of conversion or a statutory or
judicially upproved reclassification, recapitalization, reorganization,
guasi-reorganization, stock split, reverse stock split, merger,
consolidation or sale of assets, if

(A) no commission or other remuneration, 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 administrator
not less than 30 days before making the offer:

(14) a stock dividend, whether the corporation distributing the
dividend is the issuer of the stock or not, if 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 at the time ofsale, and, if broker dealer is ncting as agent,
the commission collected by the broker-dealer on account of the sale is
not in excess of usual and customary commissions collected with
respect to securities and transactions hnving comparnble
characteristics;

(B) the securities do not constitute tho whole or a part of nn unsold
allotment 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 underwrtcr 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 lawfully sold and distributed in this
state under this chapter;

(17) offers or sales of certificates of interest or participation in oil,
gas, or mining rights, titles or leases, or in payments out of production
under such rights, titles or leases, if the purchasers

(A) are or have been during the preceding two yonrs engaged
primarily in the business of exploring for, mining, producing, or
refining oil, gas, or minerals, or

(B) hove been found by the administrator upon written application
to be substantially engaged in the business of exploring for, mining,
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(©) In any proceeding under this chapter, the burden of proving an
exemption or an exception from a definition is upon the person
claiming it.

(d) The administrator may 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. The 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 administrator may Ly order summarily deny or
revoke any of the specified exemptions pending final determination of
a proceeding under this subsection. Upon the entry of a summary
order, the administrator shall promptly notify all interested parties
that it has been entered and of the reasons for it and that within 15
days of the receipt of a written request the matter will be set down for
hearing. If no hearing is requested and none is ordered by the
administrator, the order remains in effect until it is modified or vacated
by the administrator. If a hearing is requested or ordered, the
administrator, after notice of and opportunity for hearing to all
interested persons, may modifv or vacate the order or extend it until
final determination.

(e) No order under (dl of this section may operate retroactively. No
person may he considered to have violated AS 45.55.070 or 45.55.150
by reason of nn offer or sale effected after the entry of an order under
this subsection if he sustains the burden of proof that hedid notknow,

and in the exercise of reasonable rare could not have known ofthe

order.

(0 The administrator shall by regulation prescribe n schedule of fees
for examination or investigation of claimed exemption. (§ 302 ch 198
SILA 1959; am $$ 3 — 11 ch 105SI,A 1961; am § 1ch 8 SI .A 1966; am
1 lell 25SI.A 1908. mu ~ I 13cli 10SI A 1972; am $ 15ch 218
SILA 1976; am $$ 1— 3ch 132 SLA 1977;am § 1ch 56 SLA 1978; am
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Sec. 4555.150. Filing of sales and advertising literature. The
administrator may by rule or order require the filing of a prospectus,
pamphlet, circular, fuvm letter, advertisement, or other sales
literature, or advertising communication addressed or intended for
distribution to prospective investors, including clients or prospective
clients of an investment adviser. (8§ 303 ch 198 SLA 1959; am § 12ch
105 SLA 1961; ain § 14 ch 86 SLA 1972)

Sec. 45.55.160. Misleading filings. It is unlawful for a person, in
a document filed with the administrator or in a proceeding under this
chapter, to make or cause to be made an untrue statement of a material
fact or to omit to stato a material fact necessary in order to make the
statements made, in the light of the circumstances under which they
are made, not misleading. (8§ 304 ch 198 SLA 1959;am § 15ch86SLA
1972)

Materiality under common law. —
Under  Alnskn  common  law, = a
misrepresentation is mntcrinl if there is a
substantial likelihood that a reasonable
shareholder would consider il important in
deciding how to vole Subjective proofthat
one or more shareholders artually granted
a proxy because of a fnlschorid™is not
required; only _the objective standard

encompassed ~ in  the” definition of

materiality need he met. Drown v, Ward
Suf.m. U{) No 1825 (Kile No ‘15791, 592
p.2d 2)7 (I5179).

Proxy solicitations held ninloriiilly

false. ~ Where tin'misrepresented ability
of n regional corporation lo distribute

Sot*. 4fififi.170. Unlawful

money or land lo shareholders on the Iar%e
scale expressed In the Miln Ration would he
likely to influence shareholders to grant
proxies to the solicitor, the proxy
solicitations were materially false as a
mailer of law. Drown v. Ward, Sup. CI.EI{J.
ll\llog7 91825 'File No. 15791, 51 P.2d 2-17

ALR and C'JS. references. —
Attorne!'s preparation of legal document
incideng lo sale or securities as reminmg
him liable under state  securities
regulations statutes, 2 ALH.'id 252.

19 U.J.8. Corporations 8> 931. I'Ri't; 53
U.J.S. Licenses 5 78

repreNontntions ("foncoming

i 50 ch 54 SLA 15)80)

Effect nf iiincnilriionIM. The 1U7K
amendment umcrtcd "mil" preceding "by
order diHiillnw* m paragraph (71(10 of
NuliHi'ction Ihi

The 1977 nincndmont reunite
pimtgi nphtflafnidiitcrlimi (hi, Huhat Ruled
"under thinchapter™ for "or any other Mate
of the United Sinleii under thinor any art
regulnlnig the mile of tin milieu™ m
paragraph HfiltU) of miliMtTtion (hi, and
miliHtituted “tilithl, 171 or (111" fur "@llfi) or
(" lii the Ciril aenlenee of HiihaerInm 4l

The 107H amendment added paragraph
1171 of iiiilivot lint,'t,1

HikfiKIelviiil,  hulinlilut<*a "mild"  lor
“offered” near llie middle of the
subparagraph, nnd nobstitutcd "any nnlea
are" for "the offer in””near the enil of tho
nuhparnginph.

I.eglHinllvo hlatory report**. — For
report on rh. H, SI.A 1955, nee llouho
Journal <I%(>), p. 1. For report on oh.
1."2, SI.A 1(177 (Sit "HL. hoc 11)77 Senate
Journal, p 100

ALIl referenced.--What accuritica are
exempt from registration under 8%102( )
of lhe Uniform Securities Act, HI ALItJd
firfi

registration or exemption, (a) Ncillier tlu* fact that an application bn
registration under AS 4555.050—1555.060 or a registration
sinlenient, under AS 45.55.070—45.55.120 is filed nor the inel that a
person or security . mfleetively registered constiltiles a finding by the
administrator that it document filed under (Ins chapter is true,
complete, and not misleading. Neither the lact of filing nor the lad that
an exemption or exception is available for a security or a transaction
means that the administrator has passed in any way upon the merits
or qualifications of, or recommended or given approval to, a person,
security, or transaction.

(b) Il. is unlawful to make, or cause to be made, to a prospective

purchaser, customer, or client any representation inconsistent will) (a)
of this section. (9 305 cl) 158 SLA 15)59; am § 13 ch 105 SI.A 1961)

See. 4555.180. Administration of chapter, la) The Department
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(b) It is unlawful for the administrator or an officer or employee of

the administrator to use for personal benefit information which is filed
with or obtained by the administrator and which is not made public. No
provision of this chapter authorizes the administrator or an officer or
employee of the administrator to disclose the information except
among themselves 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 documentary or other evidence is sought under a
subpoena directed to the administrator or an officer or employee of the
administrator. (§ 306 ch 198 SLA 1959)

Sec. 45.55.190. Investigations and subpoenas, (@) The
administrator in his discretion may (1) make public or private
investigations inside or outside this state as he considers necessary to
determine 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 of this chapter or in the prescribing of rules and
forms under this chapter, i2) require or permit a person to file a
statement in writing, und'-r oath or otherwise as the administrator
determines, as to all the facts and circumstances concerning the matter
to be investigated, and (3) publish information concerning any
violation of this chapter or any rule or order under this chapter.

(b) For the purpose of an investigation or proceeding under this
chapter, the administrator or an officer designated by him may
administer oaths and affirmations, subpoena witnesses, compel their
attendance, take evidence, and require the production of books, papers,
correspondence, memoranda, agreements, or other documents or
records which the administrator considers relevant or material to the
inquiry.

(¢) In case of contumacy by, or refusal to obey a subpoena issued to
a person, the superior court, upon application by the administrator,
may issue to the person an order requiring him to appear before the
administrator, 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 of court.

(d) No person is excused from attending and testifying or from
producing a document or record before the adminislrulor, or in
obedience to the subpoena of the administrator or officer designated by
him, or in u proceeding instituted by the administrator, on the ground
that the testimony or evidence required of him may tend to incriminate
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

— W W W W —
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individual testifying is not exempt from prosecution and punishment
for peijury or contempt committed in testifying. (§ 307 ch 198 SLA
1959)

Sec. 4555.195. Reimbursement of expenses incident to
examination, (a) An issuer, broker-dealer, agent, or investment
adviser shall reimburse the administrator for actual travel expenses
and per diem incurred in connection with an examination incident to
a registration under this chapter.

(b) The administrator may by rule or order adopt a schedule of
charges for annual examination fees of issuers, broker-dealers, agents
and investment advisers.

(c) If an issuer, hrokcr-dcaler, agent or investment adviser fails *o

pay the fees and expenses provided for in this section, the fees antjflj®
expenses shall be paid out of the funds of the administrator in the sam<"®&”"

manner as other disbursements made by the administrator. The
amounts paid from the funds of the administrator are a lien upon all
of the assets and property in this state of the issuer, broker-dealer,
agent or investment adviser and the amount may be recovered by the
attorney general on behalf of the state.

(d) Failure ofthe issuer, broker-dealer, agent or investment adviser
to pay fees and expenses under this section is a wilful violation of this
chapter and the violation falls within the provisions of AS 45.55.060,
4555120, 45.55.200 and 45.55.210. (§ 16 ch 86 SLA 1972)

Sec. 4555.200. Orders and injunctions. Whenever it appears to
the administrator that a person has engaged or is about to engage in
nn act or practice in violation of any provision of 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 directing llie person to crime and desist IrmmA
continuing the act nr practice, provided that reasonable notice ol iimr
an opportunity for a hearing shall first be given, except that the
administrator may issue a temporary order pending the hearing which
shall remain in effect until 10 days after the hearing is held and which
shall become final if the person to whom notice is addressed does not
request a hearing within 15 days after the receipt of notice; or

(2) bring an action in the superior court to enjoin the acts or
practices and to enforce compliance with this chapter or rule nr order
under this chapter, and upon a proper showing, 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
administrator to post a bond. (§ 308 ch 198 SLA 1959; am § 1ch 126
SLA 1968)

~Sec. 4555.210. Criminal penalties, (@) A person who wilfully
— |I— wm—Bwroaw w — mafa
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4555.160 knowing the statement made to be false or misleading in a
material respect or the omission to be misleading by any material
respect, upon conviction, is punishable by a fine of not more than
35,000, or by imprisonment for not less than one year nor more than
five years, or both. Upon conviction ofan individual for a felony under
this chapter, imprisonment for not less than one year is mandatory.
However, no individual may be imprisoned for the violation of a rule
or order if he proves that he had no knowledge of the rule or order. No
indictment or information may be returned under this chapter more
than five years after the alleged violation.

(b) The administrator may refer the evidence which is available
concerning violations of this chapter or a rule or order under this
chapter to the attorney general who may, with or without a reference,
institute appropriate criminal proceedings under this chapter.

() Nothing in this chapter limits the power of the state to punish a
person for conduct which constitutes a crime by statute or at common

law. (8 309 ch 198 SLA 1959; am § 40 ch 43 SLA 1964; am § 17 ch 86
SLA 1972) .

Sec. 45.55.220. Civil liabilities, (@) 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 amount of
income received on the security, upon the tender of the security, or for
damages if he no longer owns the security, if he

(1) offers or sells a security in violation of AS 4555.030(a), AS
45.55.070, or AS 45.55.170(b) or of a rule or order under AS 4555.150
which requires the filing of sales literature before it is used, or of a
condition imposed under AS 45.55.100(d) or AS 45.55.110(g) or (h), or

(2) offers or sells a security by means cf an untrue statement of a
material fact, or omits to state a material fact, the omission of which
makes a statement misleading.

(b) Damages are the amount 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 of disposition.

(c) Every person who directly or indirectly controls a seller liable
under (a) of this section, every partner, officer, or director of such a
siiler, every person occupying a similar status or performing similar
functions, every employee of the seller who materially aids in the sale,
and every broker-dealer or agent who materially aids in the sale are
also liable jointly and severally with nnd lo the same 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
S -r > ——r e ol - M- »———m——m———— r a -
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(d) A tender specified in this section may be made at any time before
entry of judgment.

(e) Every cause of action under this chapter survives the death ofa
person who might have been a plaintiff or defendant.

() No person may sue under this section more than three years after
the contract oi sale. No person may sue under this section

(1) if 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 of payment, less the
amount of income received on the security, and he failed to accept the
offer within 30 days of its receipt, or

(2) if the buyer received the offer before suit and at a Lime when he
did not own the security, unless he rejected the offer in writing within

30 days of its receipt.
(9) No person who makes or engages in the performance ofu contract

in violation of a provision of this chapter or rule or order under this
chapter, or who acquires a purported right under the contact with
knowledge of the facts by reason of which its making or peri-, mance
is in violation, may base a suit on the contract.

(h) A condition, stipulation, or provision binding a person acquiring
a security to waive compliance with a provision of 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 AS
45.55.040(f). (8 310 ch 198 SLA 1959; am § 14 ch 105 SLA 1961; am
8§ 18 ch 86 SLA 1972)

A LIt references. Who, other than Purchaser®s rigid (aset up invalidity ur
officers und directors of a corporation, is contract because of violation of stale
civilly liable under (he slut j securitiesacls  securities regulation as affected by
MIlue Sky Laws) for purchase price of doctrine of estoppel, Hd Al.K2d -Im).

unauthorized securities, fd) A Lift*d 10, TIL. What amounts to participation by

Waiver of righto or release nf liability in ~ rnipnriile officer or agent in illegal
advance of controversy, under stale Issuance of security, in older lo impose
securities ad i IlueSky Law. til ALk2d  liability upon him under state securities
KWH . regulations, ALK."Id fiHH

Sec. 45.55.225. Hearings: Regulations, (@) The administrator
shall adopt regulations, consistent with the provisions of this chapter,
governing administrative hearings conducted by the administrator or
his designee for the following:

(1) orders issued under AS 45.55.120, 45.55.140(d), or 45.55.200; in

these instances, the administrator shall promptly send a notice of
opportunity for hearing to the issuer of the securities and to all persons
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(2) orders issued under AS 4555.050; before the administrator
enters an order under AS 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 administrator shall in addition notify the employ’'ng
broker-dealer, investment advisor, or issuer.

(h) In conducting a hearing in accordance with (a) of this section, the
administrator may issue a subpoena to compel the attendance of any
witness or party and te compel production ofevidence. (8 4 ch 132 SLA
1977)

See. 4555.230. Judicial review of orders, (a) A person aggrieved
by a final order of the administrator muy obtain a review of the order
in tho superior court by filing, within 60 duys alter the entry of the
order, n written petition praying that the order be modified or set aside
in whole or in part. A copy of the petition shall he served immediately
upon the administrator, und thereupon the administrator shall certify
and file in court a copy of the filing and evidence upon which the order
was entered. When 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 of the
administrator’s order.

(©) The Administrative Procedure Act (AS 44.62) applies to all
regulations issued or authorized under this chapter. () ,'li 1ch 198 SLA
1959; am § 5 ch 132 SLA 1977)

Effect of amendment. — The 1S77 rrsiliitiori,H, orders and review" and
amendment, in subsection < substituted deleted "including Audlmal review and its
"all  requlations” far “all " rules, scope" following "this rhnplcr."

v

Sec. 4555.240. Rules, forms, orders, nml hearings, (is) The
administrator may make, amend, anti rescind the rules, forms, and
orders which are necessary to carry out. this chapter, including rul *s
and forms governing registration statements, applications, end
reports, and defining terms, whether or not used in this chapter insofar
as the definitions are not inconsistent with this chapter. For the
purpose of rules and forms, Ilie administrator may classify securities,
persons, and matters within his jurisdiction, and prescribe different
requirements for different classes.

(b) No rule, form, or order may he made, amended, or rescinded
unless the administrator 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 of this chapter. In prescribing rules and forms the
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uniformity in the form and content of registration statements,
applications, and reports wherever practicable.

(©) All financial statements shall ho prepared in accordance with
generally accepted accounting practices. The administrator may by
rule or order prescribe (1) the form and content of financial statements
required under this chapter, (2) the circumstances under which
consolidated financial statements shall be filed, and (3) whether any
required financial statements shall be certified by independent or
certified public accountants.

(d) No provision of this chapter imposing liability applies to an act
done or omitted in good faith in conformity with a rule, form, or order
of the administrator, notwithstanding 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 administrative proceeding shall be public
unless the administrator in his discretion grants o requestjoined in by
nil the respondents that the hearing be conducted privately. (8 312 ch
198 SLA 1959)

Sec. 4555.250. Administrative files and opinions, (@) A
document is filed when it is received by the administrator.

(b) The administrator shall keep a register of all applications for
registration and registration statements 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.

(¢) The information contained in or filed with a registration
statement, application, or report may he made available to the public
under the rules which the administrator prescribes.

(d) Upon request and at the reasonable charges which he prescribes,
the administrator shall furnish to any person photostatic or other
copies (certified under his seal of office if requested) of any entry in the
register or any document which is a matter 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 administrator in his discretion may honor requests from
interested persons for interpretative opinions. () 313 ch 198 SI,A 1959;
am 88 16. 17 ch 105 SLA 1961)

Sec. 4555.200. Lcopc of the chapter and service of process, (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 <555 0K) 45 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 111originates 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 mailed offer.

(d) For the purpose of this section, an offFer 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 writing, 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 of a mailed acceptance.

() An offer to sell or to buy is not made in this state when (1) the
publisher circulates or there is circulated on his behalfin 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) AS 15.fi5.020, '15.55.030(c), and 45.55.170, so far as investment
advisers are concerned, apply when any act instrumental 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 the form which lie prescribes by rule, an irrevocable
consent appoint mg Ilie administrator or bis successor in office to be bis
attorney to receive service of lawful process in a civil sail, action, or
proceeding against him or his successor executor or administrator
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 administrator, hut il is not effective unless 111.be plaintiff,
who may be the administrator in a suit, action, or proceeding mat3uted
by him, immediately 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 administrator, and (2) the plaintiffs affidavit
ol mailing 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.
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under this chapter, and lie Ims not tiled a eminent lo service of process
under (g) of this section and personal jurisdiction over him cannot
otherwise be obtained in tins stale, that conduct is considered
equivalent to his appointment of the administrator or his successor in
office to be his attorney to receive, service of process in a civil suit,
action, or proceeding against him or his successor executor or
administrator which grows out of 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 may be made
by leaving a copy of the process in the office of the administrator, hut
service is not effective unless (1) the plaintiff, who may be the
adminstrator in a suit, action, or proceeding instituted by him,
forthwith sends notice of the service and a copy of the process by
registered mail 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 plaintiffs affidavit of compliance with this
subsection is Tiled in the case on or before the return day of the process,
if any, or within such furLher time as the court allows.

(i)  When process is served under this section, the court, or the
administrator in a proceeding before him, shall order the continuance
which is necessary to afford the defendant or respondent reasonable
opportunity to defend. (li 314 ch 198 SLA 1959; am § 18 ch 105 SLA

1961)

See. 4555.270. Short title. This chapter may he cited as the Alaska
Securities Act of 1959 7% 315 ch 198 SLA 19591

Chapter 57. Takeover Bid Disclosure Act.

Section

If), 1 Rivixiniitt of tiikcovci I'lilx 70 Ciutiltiil penilllicK

Q- Di>*clomirc HO Civil LjHNNNIH

D IHcroiiinivmliitniiiM In accept nr reject td Cminent In service nf procchM
<I0. Deceptive prnclirch 1) i(r] Tiliiti@m

Ti). liivesiti;;iitdiiiiH anil milipoemi.s 1I) Definition*

Gil. fiviinulinnii 120 Slan t litin

Sec. 4557.010. Provisions of takeover bids. The following
provisions apply to every takeover hid;

(1) The period of lime within which securities may he tendered by an
offeree under a takeover hid shall not be less than 21 days nor more
than 35 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 writing on the olleror
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Senate

Commitlee on CaSot & Commerce Pouch V

State Capitol

Official Business Juneau, Alaska 99811

SUMMARY SB 286:

A person recieving benefits under the Judicial Retirement Sys—
tem may obtain auditory, visual and dental insurance under AS39.30.090

(15). The person electing to have 1insurance shall pay the cost of

the 1iInsurance.
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OFFICE OF ADMINISTRATIVE DIRECTOR 303 K Street

WM. GRANT CALLOW Anchorage, Alaska 99501

Goneral Counsel
April 14, 1981

Honorable Bob®™ Mulcahy, Chairman
Senate Labor and Commerce Committee
Pouch V, State Capitol

Juneau, Alaska 99811

Dear Senator Mulcahy:

At the request of the Alaska Court System, SB 286 was introduced
this year which, if enacted, would amend AS 39.30.090(15) to
allow retired state judges and jJjustices who receive retirement
benefits from the state to purchase auditory, visual and dental
insurance for themselves. The bill has been referred to the
Senate Labor and Commerce Committee for review.

Under the <current statute, retired teachers and other retired
state employees are allowed to purchase this type of 1insurance
coverage, and it seems that the drafters of the subsection may
have 1inadvertently overlooked retired judges since (l) they are
expressly <covered in all the other vrelated subsections of the
statute (9-13); and (2) there is no fiscal 1impact because the
retired judges are expressly required to pay the cost of the
insurance. I am enclosing copies of the current statute and
SB 286 for your reference.

A number of our retired state judges and justices, and
particularly Senior Justice John Dimond, are understandably
concerned about this bill.

On behalf of the Court Systenm, I would Ilike to respectfully
request that SB 286 be <considered by the Labor and Commerce
Committee at 1its earliest convenience. Since it is a shcrt bill
without any apparent fiscal impact to the state, I would not

expect it to be at all controversial.

\Y Kvxivtzvm) xgm*!2I1SUaitt18StB!SermzifjmBm&V!Ei'3S?B9fZi?



Honorable Bob Mulcahy
April 14, 1981
page two

I will, of course, be happy to appear before the Labor and
Commerce Committee to answer any questions which you or any of
the other committee members may have H.the bill.

Please let me know if you have any questions.

Sincerely,

Grant Callow
General Counsel
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@) "wages" means remuneration for employment, including the
cash value of remuneration paid in any medium other than cash, except
that "wages" does note include that part of remuneration which, even
it it were for "employment" within the meaning of the Federal
Insurance Contributions Act, would not constitute "wages” within the
meaning of that act. (ft 2 ch 95 SLA 1951)

Editor'snote. — The federal Insurance The Social Security Act, referred to in
Confributions  Act, referred o in garoRrpnh (7), may be found in 42 US.C.
ggmﬂ%tljpﬂ 13411,zgnay be found In 26 U.S.C. 201 el seq

Article 2. Group Life and Health Insurance.

Section

90. Procurement of group insurnnce
100. DefinilionB

Sec. 39.30.090. Procurement of group insurance. The
Department of Administration may obtain a policy or policies of group
insurance covering state employees and employees of other
participating governmental units subject to the following conditions:

(D A group insurance policy shall provide one or more of the
following benefits: life insurance, accidental death and
dismemberment insurance, weekly indemnity insurance, hospital
expense insurance, surgical expense insurance, dental expense
insurance, audio-visual insurnnce, or other medical cure insurance.

(2)  Much eligible employee of the state, his spouse and his unmarried
children cldoHy dependent on him for support and each eligible
employee of another participating governmental unit shall he covered
by the group policy, unless exempt under regulations adopted by the
commissioner of administration.

(") A governmental unit may participate under a group policy if

(A) its governing body adopt.su resolution authorizing participation,
and payment of required premiums;

(I a certified copy of the resolution is filed with the Department of
Administration; nnd

(C) the commissioner of administration approves the participation
in writing.

(1) itepcnled by § 14 ch 47 SLA 1974

(5) Repealed by § 14 cli 47 SLA 1974.

(4) The Department of Administration shall obtain the insurance
policy from any insurer authorized lo transact business in the state
under AS 21.09 and 21.90,

(7) The Department of Administration shall make available hid
specifications for desired insurance benefits to all insurance carriers

Public Officers and Employees! § 39.30.090

least once every succeeding five years. The lowest responsible bid
Hubmittcd by nn insurance carrier with ndcquate servicing facilities
shall govern selection of a carrier under this section.

(8) If the aggregate of dividends pnynblc under the group insurnnce
policy exceeds the governmental unit's share of the premium, the
excess shall be applied by the governmental unit for the sole benefit of
the employees.

(9) A person receiving benefits under AS 14.25.110, AS 22.25 or .\S
39.35 who is not 65 years of age rnay obtain major medical and life
insurance under this section for himself and any dependents who have
not reached the age of 65 years.

(10) A person receiving benefits under AS 14.25.110, AS 22.25 or AS
39.35 who is 65 years of age or older but who has dependents who arc
under 65 may obtain major medical insurance for those dependents
under this section.

(1D A person receiving benefits under AS 14.25.110, AS 22.25 or AS
39.35 may obtain major medical and prescription drug insurance under
this section for himsclfnnd any dependents to cover costs which are not
covered by the federal old age survivor’s and disability insurance
program.

(12) A person electing to have insurance under (9), (10) or (11) of this
section shall pay the cost of this insurance.

(13) No person may elect for coverage under (9), (10) or (11) of this
section unless he was or is presently eligible for coverage under this
section.

14) For each permanent part-time employee electing coverage
under this section, the stale shall contribute one-half the state
contribution rale lor pei‘iiuinenl full-time stale employees, and the
permanent part-time employee shall contribute the oilier one-ball.

(15) A person receiving benefits under AS 14.25 or AS 39.35 may
obtain auditory, visual, and dental insurance for himself under lbis
section. Thu level of coverage lor ; I'sons over 65 shall be the same as
that available before reaching age 65 except that the benefits payable
shall be supplemental to (hose afforded under the federal old age,
survivors, and disability insurance program, if any. A person electing
to have insurance under lbis paragraph shall pay the cost of the
insurance. The commissioner ofadminislration shall adopt regulations
implementing this paragraph. () 2 ch 151 SLA 1955; am ft 1cli 168
SLA 1959; am ft 1ch 105 SLA 1965;am § lch 70 SI.LA 1968; am £66
cli69 SLA 1970; am 8§ 1cli 123SLA 1970; am ft I cli 159 SLA 1972; am
ftft 1, 2ch 46 SLA 1973;omftft 13, 14 ch 47 SI.A 1974:amft 2c.i27SLA
1976; am ft 39 ch 177 SLA 1978; am ft | ch 55 SLA 1979)

Effect of itniradmt'NIH. ~ The 1176  "eleelioR coverage under llna aeellnn" and
amendment added tmnifQ'iiph (M1 deleted "iih a condition of employment"
<th sAinil'jieiii. retroactive o following permnner.| [mi't-linie
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(d) Tho employer may begin participation as a participating

employer covered by AS 39.30.150 — 39.30.180 on the date designated
by the commissioner. (§ 1 ch 135 SLA 1980; § 23 ch 146 SLA 1980)

Editor'o note. — Section 7. ch. 135  hoth make this section retroactive to
SLA 1980 and §52, ch. 146. SLA 1980, January 1 1980.

Sec. 39.30,180. Definitions. In AS 39.30.150 — 39.30.180,

(1) "commissioner” means the commissioner of the Department of
Administration;

(2) "participating employer" means

(A) the State of Alaska; and

(H) an employer

(i) who is an employer as defined in AS 39.35.680(17);

(i) who has never participated in or has withdrawn from
participation in the federal social security system; and

(iii) whose participation in the sup 'emental employee benefit
program has been approved by the commissioner. (5 1 ch 135 SLA
1980; § 23 cb 146 SLA 1980)

Ktlltnr*n note. Sorlnin 7, ch 135, hull) mnkc thin section retronclivo to
SLA 1980 nnd 5 52, ch. 146. .SI.A 1981), Jnnunry 1, 1980.

Chapter 35. Public Employees’ Retirement System
of Alaska.

Article

1 Administration 0$ $9.3501(1 - 39.35.110)

2. MemborHhi[i 155 39.35.120 39.35.158)

3 (“untrihiitionH by EniployuoK ill}) 39.35 160 - 39.35.2401

o4 | Tiolnliiilinns liv Employers (55 39 35 250 39.35.290)

5. Service (55 39 35.300 39 35 3601

fi lleiiefita <55 31135.370 39 35.547)

7 1Tirticipaithin by Political SiitxliviHinnn nnd Public OrgnniznlionR (55 39,35 550 -
39 35 6501

8 (ienernl Provisions (565 39 35.66(1 39.35.6901

Article 1L Administration.

Section -nctton

10. IMmpoHe and elti*Clive dale GO. Duties of lhu ndminiHtrnlor

20 Adniiiiiidmliitn 70. Duly of employers to fumniflh rccorda
30 Public Employees Ilelurmenl Hinird HO. Duties of commissioner of revenue
40 PoweiH and dilltea of board 90 Altorney general

42. Itogulnlion* 100. Accounting

50 Administrate! 110. InveHtinento

See, Ih.8ri.010. Purpose mid effective dulc. (a) The purpose of

(b) The system created becomes effective as of January 1, 1961, at
which time contributions by the state and its employees begin. (it 2 ch
143 SLA 1960; am § 25 ch 13 SLA 1980)

Effect of nmendment. — The 1980 state" following "in the service of the

amendment inserted "or. a. political slate” near the middle of subsection (a1l
sm)tﬂwsmn or pubhc orgamzatlorﬁJ oilthe |

Sec. 39.35.020. Administration. The commissioner of
administration is responsible for the administration of the system and
for carrying out this chapter. In addition he has the following powers
and duties:

(1) maintain the accounts of the system;

(2) make payments for the various purposes specified,;

(3) submit periodic reports or statements of account which are
needed;

(4) issue a statement of account fo an employee requesting it
showing the amount of his contributions to the system;

(5) assoon as possible after the close ofeach fiscal year, and not later
than six months after the close ofeach fiscal year, send to the governor,
the legislature, nnd the board nn annual statement on the operations
of the system containing

(A) a baluncc sheet;

I’ statement of income and expenditures for the year;

tv a report on an actuarial valuation of its assets and liabilities;

(D) a do*ailed statement of the investments acquired and disposed of
during the year,;

(E) a list of investments owned,;

(F) other statistical financial data which are necessary for a proper
understanding of the finnnci d condition of the system and the result
of its operations;

(6) Repealed by 8 50 ch 13 SLA  1980.

(8 31 ch 143 SLA 1960; § 50 ch 13 SLA 1980)

Effect of nmendmeut. — Thu 1980  annual report fur llie information of
unicm'ment, rege,nted arag?_lr_ah {61, employee" included in (he nytdem."
which rend” "publish a nynopHiH of the

Sec. 39.35.030. Public Employees Retirement Hoard, (a) A
Public Employees Retirement Hoard composed of five members is
established.

(> Three board members shnll be members of the personnel board
of the Department of Administration. The remaining two board
members Hhnll be members of the system and elected by the members
of the system.
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the board. The term of office of an elected member is six years. A
vacancy in an unexpired elective term shall be filled by election for a
new six year term.

(d A member of the board may receive a per diem allowance and
transportation expenses in carrying out the duties set out in this
chapter. <8 32 ch 143 SLA 1950; am 88 14, 15ch 128 SLA 1977)

Effect of nmendment. — The 1977  sentence of subsection (bl, rewrote the
amendment substituted "board members"  second sentence of tliut suhsection, and
for "members of the board" in the first rewrote subsection (c).

Sec. 39.35.040. Powers and duties of board. The Public
Employees Retirement Board has the following powers and duties.'

(1) to hold ouch regular meetings and special meetings considered
necessary; all meetings are open to the public and the board keeps a full
record of all its proceedings;

(2) to adopt, with modifications it considers proper, rules and
regulations recommended hy the administrator for carrying out this
chapter;

(3) to consider and adopt resol jtions on matters referred to it by the
administrator in connection with changes in policy and revisions of this
chapter;

(4) to act as nn appeals board, hold hearings at the request of an
employer, employee, surviving spouse or n beneficiary on decisions
made by the aiministrator. and submit its findings to the
administrator;

(5) to have prepared, at least biennially, an actuarial valuation of
the total obligations under the system of each employer and, on the
basis of the valuation and in time for incorporate n of the results in the
stale budget, lo ceil iiy lo Ihe appropriate budgetary authorities of each
employer:

(A) an appropriate contribution rate for all employes, in addition to
which the stale shall pay the appropriate social security contribution;
and

(B) an amount appropriate for each employer lo liquidate his past
service liability; the hoard shall have an actuarial and financial
experience analysis of the system conducted ut appropriate intervals,
but no less frequently than once every six years; the actuarial
valuations and the actuarial and financial experience analysis shall he
prepared and certified hy a member of the American Academy of
Actuaries;

(6) to prescribe the policies for the proper operation of the system
and carry on other activities which are considered necessary to carry
out the intent and purpose of the system in accordance with this
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(8) to waive the requirements of AS 39.35.520 in accordance with AS
39.35.522;

(9) to exercise the duties set out in AS 39.30.155 witli respect to the
supplemental employee benefit program (AS 39.30.150 — 39.30.180),

(10) to exercise the duties set out in AS 39.45.025 with respect to the
deferred compensation program for state employees. (8 32 ch 143 SLA
1960; am § 1ch 235 SLA 1968;am § 1ch 109 SLA 1970; am 8 2ch 159
SLA 1972; am 88 1-4 ch 1 SLA 1974; am 88 16,17 ch 128 SLA 1977.
am § 8 ch 174 SLA 1978; am § 24 ch 146 SLA 1980)

Effect of amendments. — The 1977 i
aneniment, _ SUSIIUted g o ae heradioph. B ang
u W| W | , H n YL [ Al
S (511. s%bst?tu 20 oath gtsttltuted actuarial” for "biennial" in

(Iar:n Po%;reargra?gr 'the stale and each ﬁara‘g’“’ '
par?iupating, political subdivision and The 1378 nmendment added paragraph

| 18
ublic organization" in two places in the
Pntrodu_ct%r,y paragraph,p deleted (9iTRﬁd1?180%Iamendmentadded paragraphs
"participating” preceoing "employers” in

See. 39.35.042. Regulations. Regulations adopted by the board
under this chapter relate Lothe internal management ofstate agencies
nnd their adoption is not subject to the Administrative Procedure Act
(AS 44.32). (8 3ch 13 SLA 1963)

Sec. 39.35.050. Administrator, (a) The commissioner shall
appointan administrator in charge of the public employees' retirement
system and the supplemental employee benefit program (AS 39.30.150
— 39.30.180).

<b) Repealed hy 8 50 ch 13 SLA 1980. (8 33 ach M3 SLA 1960; am

8 50)h 1SLA 1974; am 88 26.50ch 13SLA 1980; am 8 25 ch 146 SLA
1980

Effect of iiiuendmcntH, The firsi It), which read. "The administrator shall

1?_8_0 amendment deleled "the detailed
nffiiirn o f ﬁrecedmg the system” near llu*
end of the for ?r first sentence of
subsection (ol, deleled the former second
sentence ofsubsection (ill which rend. "The
commissioner may nppoinl the personnel
director of the personnel division jf the
Department of Administration. as the
administrator,” anil repealed sill'section

serve as secretary of the licaid. lie shall
administer the business or the system nnd
is responsible for its proper operation."

The second 1980 amendment inserted
"public employees® retirement” preceding
"system" near the beginning of the section,
and added "and the supplemental
employee benefit program IAS HD.dO Ifi0-
A0 ."10.1H0I" at (lie end of the section.

Sec. 39.35.060. Duties of the administrator. The ndmiti'slrator

shall;

(1) with the assistance ofit technical actuarial advisor, submit In Ihe
poard the reqyired gctuarial tables nnd the statistical dnin necessary

m
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information requested by the actuary for preparing valuations and

periodic experience analyses;

(3) attend meetings of the board and serve as secretary of the board;

(4) certify to the appropriate division of the Department of
Administration the payments made according to this chapter;

(5) remit to the appropriate division ol the Department of Revenue
for deposit in the name of the system, money received for the account
of the system;

(6) formulate nnd recommend to the board rules and regulations to
govern the operation of the system;

(T) formulate and recommend to the board regulations to govern the
operation ofthe supplemental employee benefit program (AS 39.30.150
— 39.30.180). (8 33ach 143 SLA 1960;am § 6 ch 1SLA 1974; am § 27
ch 13 SLA 1980; am § 26 ch 146 SLA 1980)

Rcvinora note. — Under llie authority ~ 1980 amendment added "and serve as
01.05. 031 thin section_ has been secretary of the b rd" a the end cf

0
i > ara ra
glllaRrPtyly rekorded & tenminbed ar - p THT: gecond 1980 amendment added

Effect of amendments. — The first paragraph (7).

See. 39.35.070. Duty of employers lo furnish records. Each
employer shall furnish the administrator with records concerning the
periods of service, dates of birth, compensation, new entrants into
service, death, withdrawals and other employee data necessary for the
proper nnd effective operation of the system. (§ 33 bch 143 SLA 1960;
am 8§ 7 ch 1SLA 1974)

Sec. 39.35.080. Duties of commissioner of revenue. The
commissioner of revenue is the treasurer of the system and shall

(1) act as official custodian of the cash and securities belonging to
the system and provide adequate safe deposit facilities for them;

(2) receive cash belonging to the system;

(3) collect the interest and principal on securities acquired by the
system and deposit it in the pension fund maintained in the name of
the system;

(4) invest nnd reinvest the assets of the pension fund in accordance
with AS 39.35.110. <6 34 ch 143 SLA 1960)

See. 39.35.090. Attorney general. The attorney general of the
state is the attorney for the system and shall represent it in a legal
proceeding. (§ 35 ch 143 SLA 1960)

Sec. 39.35.1(H). Accounting, (@) The commissioner of admini-
stration shall establish and maintain nn ndetjuate system of
accounts and records for the system. The accounts and records shall be
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(b) All income of the pension fund and all disbursements made by
the fund shall he credited or charged, whichever is appropriate, to the
following accounts:

(1) an individual account shall be maintained for each employee to
record the amount of his mandatory contributions collected under AS
39.35.160(a). As of the last day of each calendar year and each fiscal
year beginning with dune 30. 1969, this account shall be credited with
interest, by applying one halfof the pr ribed rate of interesl :o the
balance in the account as ol IhaL date. Upon retirement, the amount
actuarially determined as necessary to fully fund the benefits to be
received shall be transferred first from the employee contribution
account and, after the employee contribution account has been
exhausted, then from the employer contribution account into the
retirement reserve account.

(2) An individual account shall be maintained for each employee to
record the amount of his voluntary contributions. As of the list day of
each calendar year and each fiscal year beginning with June 3 (1, 1969,
this account shall he credited with interest, hy applying one half of the
prescribed rate of interest Lo the balance in the account as of that date.
Amounts which, before termination of employment, are withdrawn by
an employee from his savings account shall he charged to that account.
Upon retirement, the amount actuarially determined as necessary to
fully fund the benefits to he received shall he transferred first from the
employee savings account and, after the employee savings account has
been exhau ‘od, then from the employer contribution account into the
retirement reserve account.

(3) A separate account for each employer shall he maintained. The
account shall lie credited with contributions of the employer. This
account shall he charged with the employer’s actuarial charge for
pension, death benefits, and other benefits paid under this system to or
on behalf of the employee of the employer. Afler an allowance for
interest credited Lo employee contribution accounts and employee
savings accounts, the investment income of the pension fund shall be
allocated to each employer asset share account according to the ratio
that the average of the assets in an employer’s account as of tho
beginning and us of the end of the fiscal year hears to the total of the
average balance of all employers.

(4) An expense account shall he maintained for the system. This
account shall bo charged with all disbursements representing
administrative expenses incurred by the system. At theem| of the year
the expense account, shall he allocated to each employer in accordance
with (b)(3) of this section. Expenditures from this account, shall be
included in the governor's budget for each fiscal year and are subject
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Effect of nnicndmcntfl. — The 1977
amendment in subsection (lit, substituted
"record™ for "which" in the first sentences
of parngrnphs 1)) and 12), deleted "shall he
credited as of the dale o "eduction or
payment, as the case may be" from the end
of the first sentences of paragraphs (li and
(2), substituted "retirement” Tor "granting
a pension" near the beginning ol' the third
sentence of paragraph (1), deleted "an
employee's” preceding "retirement, the

places in the fourth sentence of paragraph
(2), and deleted an exception from the end
of the second sentence of paragraph (3).
The amendment also, in paragraph MI of
subsection (bl, deleted "credited with all
contributions of employers for the
purposes of meeting their respective
proportion of lhe total administrative
expenses of the system during each fiscal
year, and il shall he™ following "This
accountshall be" near the beginning of the

nmoo”t,” in the fourth sentence of second sentence and rewrote the third
paragraph  :2l, substituted ‘"savings sentence,
account” for "contribution account™ in two

Sec, 39.35.110. Investments, (a) When, in the opinion of the
commissioner of administration, there is on hand in the pension fund
a surplus over and above a reasonably safe amount to take care of
current demands upon the fund, the surplus, or so muchof it as in the
judgment of the commissioner of administration is considered proper,
may be invested at competitive national market rates hy the
commissioner of revenue in

1) Repealed hy815ch 122 SLA 1980.

2) Repealed hbys15ch 122 SLA 1980.

3) Repealed bys15ch 122 SLA 1980.

4 Regealed bg815 ch 122 SLA 1980. .
5) shares of federally chartered savings and loan associations in
Alaska, to the extent that the investment is insured by the federal
government or an agency of the federal government;

(6) deposits with mutual savings hanks in Alaska, to the extent that
the investment is insured by the federal government or nn agency of
th fegeral overnment; _ ,

1) deposits with state and naLionnl hanks in Alaska to the extent
that the investment is insured by the federal government or an agency
of the federal ag vernment;

8) Repeale Pl8 15eh 122 SLA 1980, L

9) the guaranteed portion of Small Business Administration loans;

10) first lien real estate mortgages guaranteed hy the federal
Veterans Admmlstratl%n; , o

(11) notes secured hy mortgages of commercial or residential
bundmgz_s Ifthe mortgagés are insured by a private mort?a e insurance
corporation which is authorised to do business in Alaska nnd has
combined capital, surplus and reserves aggregating at least
] 20.000,000; however,

no mortgage insurance is necessary for commercial loans having

loan-to-value ratios of less than 50 ﬁercent nind the minimum coverage
of other commercial lonns shall he 10 percent for those having™a
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(B)  nomortgage insurance is necessary for residential loans having
a loan-to-value ratio of less than 70 percentand the minimum coverage
of other residential loans shall be 10 Percent for those having a
loan-to-valug ratio greater than 70 percent but less than 90 percent and
20 percent for those having a loan-to-value ratio of 90 percent,

. (12) conventional residential mort%a es if the originating financial
institution retains at least 25 percent o the mortgagde for a minimum
of two years; S

(13) " .notes secured by morttgages of commercialbuildingsifthe
originating financial  institution refains atleast25 percent of'the
mort a%e until maturl(tjy; . . _ _

(14) FHA guaranteed portion of business and industrial loans made
under the Rural Development Act of 1972;

15)  Repealed by §15 ch 122 SLA 1980.

16) Repealed by 815 ch 122 SLA 1980.

17) bankers' acceptances which are eligible for discount at the
Federal Reserve Bank and certificates of deposit issued hy United
States domestic hanks which are members of the Federal” Deposit
Insurance Corporation if a Olgene,rally recognized secondary market
exists for the certificates of deposit;

(18) obh(l;anons of, or obligations insured by or guaranteed by, the
United Stales or agencies or instrumentalitieS of fhe United States;

(19). obligations secured by reserves paid in by the United States or
agencies of instrumentalitiés of the United States or obligations of
corporations in which the United Slates is a shareholder of member;

(20) corporate debt securities with a minimum rating of "A" or an
equivalent ruling bv a nationally reco%mzed rating organization;
(21) preferred“and common stock of companies which have paid
dividénds in each of the three years immediately preceding the
Investment, _ _ . _

(22) commercial paper hearing the highest rating of a nationally
recogmzed rating organization; _

(23). securities of” foreign . governments, for,eltgn Pover_nr_nental
agencies, and foreign corporations the_?rmupal, inferest or dividends
on which are payable In either United States dollars or foreign
currencies; however, investments under this paragraph may not exceed
10 percent of Ihe_total investments of the pension fund;

(24) foreign time deposits of both United States owned  and
foreign-owned hanks ami trust, companies denominated in either
United States dollars or foreign currencies; however, investments
under this aragraph ,maY not exceed 20 percent of Ihe total
Investments of Ihe pension fund;

(25) gold bullion- certified as to fineness of at 'east 9vi percent

liepis under this paragraph may not exceed 10 percent
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that Alaska gold bullion is available if it can be obtained at a price
romparnblr 10 oul-ol-.slale sources,

b? Repealed by 8 15¢b 122 SIL,A 19H0.
c

In making investments the commissioner of revenue shall
exercise the judgment, and care under the circumstances then
prevailing which™ an_institutional investor of ordinary prudence,
discretion, and intelligence exercises in the managemént of large
investments entrusted to il not in regard to_%Pe_cuIatlon but in regard
to Ihe permanent disposition of funds, considering probable safety of
capital as well as probable income. However, ng more than 50 percent
ol the pension |und may be invested at a given time in corporate stocks
and debt securities, nor may more than five percent of the votm% stock
ofimt" corporal ion bo owned. Stocks eligible for purchase are restricted
to stocks which, except for bank stocks and insurance stocks, are listed
8%%1 rTz]ilnS Sei>étr:]hange registered with the Federal Securities and Exchange

0 ggjll Except as provided in this section, the commissioner of revenue

111 invest and_reinvest the principal and income of the pension fund
without distinction between principal and income;

Q) sell, exchange, convey, transfer, or otherwise dispose of an

investment of Ihe "pension. fund held in the name of the system hy
private contract or at public auction;

()~ vote upon a stock, bond, or other security; ﬁive a general or

%J_e_ual__proxy or power of attorney with or without power of
Otlisliliilion; “exmvise o ionvrisniti privilege, subscription ‘right, or
other option and make payments incidental to it; consenf to or
participate in @ corporate reorganization nr other change affectin

corporate securities, delegate diScretionary power, pay an"assessmeri
nr charge in conned ion wit li |he delegatiori; and generally exercise any
of the powers of an owner with resped (o stocks, bonds; securities, or
other investments held m the pension fund;

id) make, execute, acknowledge, and deliver documents of transfer
nd conveyance ongd instruments necessary or appropriate to carry out
the powers grouted;

sy%%el nglegister investments held in the pension fund in the name of the
) “do all ads whether or not expressly authorized which are

(1),
onsiclered necessary or proper for the protection of the investments
ﬁeﬂ? n ﬁ1e pension )fundp P P

tel To ([tialify as a mortgage which may be purchased under (all 11),

(121, or 113) of lIns seel ton.

ft
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(2) . the mortgage may not have been held hy the originating
financial institution” for a period greater than 90 days.

(0 When more than one-half of one per cent of the anregate of all
loans purchased from a financial institution becomes definguent for 00
days, the pension, fund shall discontinue purchasing loans from that
fimancial Institution until the delinquency is reduced lo less than
one-half of one Ber cent.

% Repealed by § 15 ch 122 SLA 1980.

The commissioner of revenue may enter into futures contracts for
the sole of investments purchased under (at of this section only for the
purpose of hedging an existing equivalent ownership position in the
Investments. _ ,

ti) The commissioner of revenue may transfer at an)(_ fime a portion
of the assets of the pension fund to a trust which is qualified under sec.
401(a) ofthe Internal Revenue Code (26 U.S.C. sec. 401(a)) and exempt
from ‘taxation under sec. 501(a) of the Internal Revenue Code (26
U.S.C. sec. 501(a)(} and which is maintained an a medium for pooing a
portion of the funds of pension and proﬂt-sharmq trusts for diversifying
Investments in real estate nnd interests in real estate.

() The commissioner of revenue may enter info a contract or trust
agreement necessary to effectuate the transfer of assets of the pension
fnd or lo maintain the assets of the pension fund to he transferred to
a trust under (il of this section. (1!) 37°ch 143 SLA 1960; am § 1ch 129
SLA 1961: am & 1 ch 150 SLA 1962; am 8 2 ch 4 SLA 1964: am 88 1
—3ch 80 SLA 1964: am § 1¢h 111 SLA 1964; am 8 1ch 56 SLA 1967:
am§ 4ch 73 SLA 1969; am 88 3 4ch 17 SLA 1970; am § 2ch 112 SLA
1972: am 88 3, 4 ch 25 SLA 1974: am 88 3,4 ch 59 SLA™1377; am 88 7
— 10. 15 ¢h 122 SLA" [9H)

Cross references.  As lo custody unit  security” near lhe beginning of the
investment of the touchers rellteoielll introductory paragraph of paragraph (11),

fund, see AH Pl 25.1HO Ah (u investment
of surplus funds of liltl stole, see AS
.'<7.10.070

Effect of amendments. The 1077
amend' tent. Ill subsection Ini, inserted
‘jiriviile mortgage Insurance” in
paragraph (Ill. added the language
beginning "however. <Al no miillgnge
insurance is necessary"” to lhe end of (hat
paragraph, and added paragraphs (Mil and
(171

The I10HOamendment, in Htihsec'din Ini.
inserted "at compelilive national market
mien™ neat the end of ihe introductory
paragraph, repealed former paragraphs 111
- (). (in. and (15i and (1(5), suhstiliiled
“(he" lor "midi" preceding "investment" in
pni'ngrnpliH (51 and (15), suhsllluled "of (lie

foihsliluted "buildings™ for "real eslale"
and ndded "unlit maturity” in ,>aragraph
(i:11, and "negotiable time"™ preceding
"certificates of deposil™ in paragraph *17),
suhstililed "United Stoles domestic" for
"commercial* near lhe middle of
paragraph (17» added the material al (lie
end of paragraph (171, which begins,
"which are members nl" and ends:
"certificates or deponl™ and added
paragraphs (IM> — 125). The amendment,
in auliseclion (cl, suhslitulcd nn
juntittitKiiial investor™ for "ii man," and
"large investments entrusted lo il for "his
own affairs™ near the beginning of lhe
subsection, deleled "Is" following
"permanent disposition ol* and "ihe"
preceding "probable safely of capital” near
the middle of lhe subsection, inserted
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I1i Mii ns well as llie |)riilwilile safely ill Ins  sentence, substituted "and" for a comma
i'lifiilill" ill Ilie eml of the firsl sentenn*,  following "bank stocks,” and deleted "and
ili*leleil "millmil liiinls ami" pici'eiling  shaies in  mnlimil I'timls" following
"ciiiiMiriite slocks™ near llit* lirgimung nl "insurance slocks” mar the middle of the
lhe secnnd senlenre, suhsliliiled "dehl third sentence; rewrote subsection lei;
securities”™ far "bunds." and "may" far added subsections <tii — iji; nnd repealed
"any" near lhe middle of the second subsections (bl and (gi

Article 2. Membership.

Section Section

12(1 (iiiiuiieiicilieill ol participation 151 North Pacific Fishery Management
125. Parlicipaluiii of elected tiliicutls Council employees

1710 IRepealed | 155. IOhsnlclc!

Mil IRepealed | 157 IObsoletel

150 Re employment of retired employees I5H Administrative director of courts

155 Army nnd air national guard
employees

Sec. 39.35.120. Commencement of pnrticipalion. (a) An
employee of the state shall be included in Lh® system" upon
commencement of his employment with the state, oi ori January 1,
191, whichever is later. An employee of a political subdivision or
Pu lic organization which becomes an employer shall he included in
he system nn the effective date of the employer's participation or the
date “of the employee's commencement of employment with the
employer, whichever is later. o ,

(h(]_ Effective until January 1, 19811Inclusion in the system is a
condition of employment for an employee except an elected official

(Effective January I, 19811Inclusion in the system is a condition
of empIoYment for an em Iogee except as otherwise provided for an
elected official. 18 ¢ ch A 1960; am 8 1ch 155 SLA 1966; am
8 28 ch 13 SLA 1980; am 8 27 ch 146 SLA 1980)

Effect of iiniendmeiitH. The first  reliremenl system (AS .lll 151 a condition
IN8(lamendment deleled "oripiasi public” of employment Tor stale employees and
preceding  "orgatii/ulion” near lhe  cuntril'tilinns lo il  mandatory, (lie
beginning of (tie mYotid nenlewe in  eniiehlsliill is Ilial Ihe legislature intended
Hiihoerlion Oil (lie Klaliilui'v pioviHjiain of ihe politic

The second IHHU nmcndmciil, ellccllve  cmploycon reliremenl mymiciii lo applv In
January |. IHMI, imo'Ked "iim (itherwme  all slale employees, and hemd'ils under lin.
provided for" preceding "nil elected public employees reliremenl| system may
official” near the end of wmillinerthip (til. not he negotiated under the Public

Negotiability of retirement aystem Employment Relations Art (AS 2,'1.10(170
lienefita. - (liven xulmerliim ilii of (Ins 2:0.i() 2(i(Il. January 25. I07H, Op Att'y
mim liimi and AS 11115 1711. which make (ien
imhlIKiini In Ihe piihin employee™

See. 39.35.125. Participation of elected. officials. (Effective
until January t, 198_11&) An elected official, other than a state
legislator who'is an active member of the teachers' retirement system,
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(1) he directs his employer in vvntm% to make the necessary
deductions from his salary arid to pay into the system the contrihut ions
required by and for an employee under this chapter and

2) notice is given the commissioner of administration in writing.

h) Afier an elected official has elected to be included in the system
he and his empIoYer_are liable for contributions whenever he is a
qualified elected official of an employer. _ _ _

(c) An elected official, other than a state legislator who is an active
member. of the teachers' retirement system, may_he  included
retroactively in the* system if he makes retroactive* contrihut ions equal
to what he would have made if he had elected to he included when he
became eligible under (a) of this section. -

&d) A former elected state official whose latest term of office expircd
before May 12, 1966 may be included retroactively in the system and
recelve crédit for time previously served as an elected staté official if
he makes retroactive contributions equal to what he would have made
if he had been eligible for membership in tho system. _

(Ye) Former elected state officials whose latest term of office expired
before May 12. 1966 must claim prior Ienglslatlve service and make
retroactive contributions before July 1, 19/7. _

[Effective Januar)f, 1, 19811(a) An elected official is inclyded in
the System unless be Tiles a written waiver of coverage with the
administrator. A waiver under this subsection waives coverage of
future employment as an elected official, regardless of any change of
employer. An elected official may file a waiver under this stbsection at
any time after his election to office, including the period before he takes
thé oath of his office. An elected official may Tevoke a waiver under this
subsection by f|||n%_ a Written revocation” with the administrator. A
revocation under this subsection operates prospectively only, and the
elected official may riot receive credited service Tar service as an elected
official while the waiver was in effect. There is no limit on the number
of times an elected official may file a waive” or revocation under this
subsection, N _

b) Service as an elected official before January |, 1981, with an
e Ployer may ho included retroactively as creditéd service with the
system If the* élected official or former elécted official makes retroactive
contributions equal to what he would have made iT he had been
included_in the system when he took the oath of his office as an elected
official, The, raté used lo coleulale the retroactive coollibulions _ma)f
not be less [lian the "iile in effect on .January 1, 19(!i. An elected ollii ia
or former elected official must claim prior service and make retroactive
contributigns before February I, 19H2. An elected official or former
elected official may not receive credited service under this subsection
for any period in which he was receiving a retirement benefit from the
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to claim credited service under this subsection unle ss he is reemployed
as an active member and claims the credited service before February
1, 1982. Service us an elected official with an employer constitutes
employment as an nci vc member so long as no waiver of coverage

"re-employed" l)y tin; slate «» a "regular
filll-liilic Imsis"™ if In* were elected la llie
slate legislature. Il(i.ri tip All'v (len , Nn.
4, issued prior to the 11)77 amendment.

under (lie 1ulilir Employee;. Itelnemenl
Arl of lilt!), was ontillod In receive Imlh
Is salary as a legislator altd INS
reliremenl benefits v.Inlr be served in the

under-(a) of this section s in effect.

_ %:? An elected official included in the system and his employer are
liable for contributions whenever he is an elected official unless a
waiver ofcoverage under 'a) of this section is in effect. $§ 2 ch 155 SLA
1966; am 8 3 ch™159 SLA 1972; am § 1ch 254 SLA 1976; am § 19 ch
128 SLA 1977; am &8 8,9 ch 82 SLA 1979; am § 28 ch 146 SLA 1980)

Effect of amendments. — The [II)7f>
amendment uddcd subsections <d> und to).

The 1977 amendment substituted "nn
employer™ for "u participating employer”
at the end of subscrtion (b».

The 1979 amen iment inserted "otier
than a state legislator who is nn active
member of the teachers” retirement
system" in the introductory language of
subsection (a) (inti in subsection ic).

The 1980 amendment, effective January
I, 1981, rewrote the section.

Editor's note. — Section 46, ch 146,
SLA 1980, effective Jnnunry 1, 1981,
provides: "AS 39.35.125 (a), as reenacted
in li 28 of this Act. applies to an elected
official holding office on or ufler January
), 1981, even though he may have
assumed office before ttint date.”

Sec. 39.35.130. Termination of participation.
Repealed by § 55 ch 128 SLA 1977,

Hut see AS 39.MS.125. stale legislature 1965 Op All*vlien . Nn
A former territorial employee, retired 4, issued prior la the IlI77 amendment

See. 39.35.153. Army and air national guard emR‘Io%(ees.
Regular full-time civilian employees of the Alaska Army National
Guard and Air National Guard, whose entire salary is paid from
allotted federal funds, are included in this system, if the federal or state
%?vernment pays the employer's contributions. 1f the amount which
¢ federal government may legally contribute to the system is lower
than the reohuwed employer's contribution, the stale government shall
contribute tne difference. If the emﬁloyer's contributions are not Pa|d
when due, no service credit for the “period of dellnquenc% will be
granted until the contributions are paid. (8 1 ch 53 SI'A 19%5)

Sec. 39.35.154. North Pacific Fishery Management Council
employees. ICmployees of the No:lit Pacific Fishery Management
Council appointed under 16 U.S.C. 1852(0|)11 (S 302(0(1) ot P. L
94-265), whose compensation is paid from allotted federal funds, are
included in the system if the council pays the employer's contributions,
|f the employer's contributions tire not paid when Jue, no credited

Editor's note. — The repealed section
derived from 5 5, ch. 143, SLA 1960.

See. 39.35.140. Re-employment of former employees.
Repealed hy § 55 cli 128 SLA 1977.

Editor's note. The repealed section
derived from d fi, ch 143, SLA 1960.

Sec. 39.85.150. Re-emplolyment of retired employees. If a
retired empl_oP/ee subsegue_nty becomes an active member, no benefit
payments will he made during the pel iod of re-employment. During the
period of re-employment, deductions from the employee's salary will be
made in accordance with AS 39.35.100. Upon subsequent retirement.
the retired employee Is entitled to receive an additional pension based
on the credited service and the average monthly compensation earned
durm% the period of re-employment, in accordance with AS 39.35.370.
(i$ 7ch 143'SLA 1900; am 4 ch 109 SLA 1970: am § 4 ch 159 SLA
972:am § 11ch 1SLA 1974 am'§ 20 ch 128 SLA 1977)

Effect uf amendment. The 1977 CSSIt 2641, see 1972 House Journal, p.
iiincniliiicnLrcwrnle this seel ... 921

service for the period of delinquency may he granted until the
contributions are paid. (§ 1ch 86 SLA 1977Y

Legifdntivc history report. I'm

1977 House Journal, p. 1206: 1977 Si nate

reportonrl Htt.SLA 1077 IOSSH 135i,see Journal, p 535.

Sec. 39.35.155. Formm magistrates. |()bsolete|

Jtevisors note. This section is
obsoleti. It rends us fnllows: “A magistrate
wim teriniiiated Ins employment before
July 1, 15)77 may lie included retroactively
in the system aim receive service credit for
time previously served us a magistrate if,

Sec. 39.85.J57. Alaska State
10bsolete)

Itevisors note. This section is
obsolete. Il reads os follows: "An employee
of the Alaska Stole Oilier in Tokyo IAS
44190821 who, before July 1, 1979, was
not treated an being included in thr system
niuy lie included retroactively in the

system and receive ser ;rr credit lime
il.«u.ut.11, luil ilu

before July I, 1978. lie makes retroactive
coiilriliulions eipial lo wind lie would have
made il lie hud been pni'linputlog 0) the
system."”

Editor's note. The obsolete section
derived from 5 21, cli 128, SLA 15)77.

Office in Tokyo employees.

by Ib" stale on bis bchidt m ait indi.idmd
accoi0l iii the Ear East severance account
in Il.e Mepiirimeid ol Administration If
Ilie 'Uiplu.vee does not elect lo be included
ill toe system retroactively, lhe slate shall
pay llie employee Ihe amount held by tile

state on the employee's behalf in the Ear

litJitul ibiL Tirnnce im'i Pii! din.ttilv 1 1°IMO. il
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Editor's note. — The obsolete section
wns derived from $ 4. ch. 52, SI'\ 1977)

Sec..39.35.158, Adminjstrative director of courts. An
administrative director of the Alaska court system who withdraws
from the judicial retirement system under AS 22.25.012 is eligible for
membership in_ the system and shall receive credited service in the
system for service rendered as administraive director. To be eligible
for membership in the system under this subsection, ” the
administrative director must contribute to the system

(1) the amount he would have contributed if he had been a member
gHémg the period of his membership in thejudicial retirement system;

FZ) any contributions for services as administrative director
refunded to him by the system at the time he became a member of the
judicial retiremeni system. (3 30 ch 146 SLA 1980)

Article 3. Contributions by Employees.

Section Section

160 Amount of employee contributions 210, |Repealed|
170. Employment contributions mandn-  220. |Repealed |

tory 230. Refund upon death of retired
IHO Volunlory toninloiliooH liv employee employee
190 ERepeaIed| o 240. Withdrawal of voluntary con-
200 Refund ‘upon  termination  of tributions

employment for reason other than
denih

Sec, 39,35.160, Amount of employee contributions, (a) While
participating in the system each peace officer and each fireman shall
contribute five per conk nnd every other employee shall contribute four
and one-quarter per cent of his compensation Lo the public employees’
retirement system.

(% Repealed by 3 6 ch 135 SLA 1980 and ? 39 ch 146 SLA 1980.
13 'Ha ch 143 SLA' 1960: mn 3 2 ch 235 SLA 1968; am 3 3 cli 35 SLA
1969; am 3 5ch 109 SLA 1970: am 3 5¢h 159 SLA 1972: am 3 2 ch 58
SLA '1979: 3 6 ch 135 SLA 1980; 339 ch 146 SLA 1980)

Effect «T nilicmtincMtn. ~ The 19711  a special election conducted by the Public
amendment substituted the language Employers, Retirement Hoard lo tie held
beginning "lie consult, d to hove agreed” among active members of the retirement
for "pay the appropriate social security sYste,m, During the conduct of this
contribution" in subsection (111, glection, the “division shall remain

The first nnd second 1980 amendments, impnrlin! nod take no position on the
retroactive to January I. 19H0. repealed iplestion,” The amendment was rejected by
subsection till. . the public employees

Editor's note. — Section 2. ch. 123. Section 1.ch. 515 SLA D79, purported to
SLA 197(5, purported to amend subsection  amend subsection (a) of this  section.

3 39.35.170 PuiiLie Okkidkkh and Employees 39.35.200

January 1, 19110, by the Deportment of
Administration _amor).(ll_ the  active
members of llie liililic Employees’
Retirement System. The unielidtiie.il was

Legislative history report.

t -0
report on cb. 150 SLA (972 (ECUS 1ICS
USSR 2511, see 1972 House Journal, p
924.

rejected.

Sec. 39.35.170. Employment contrtuurions mandatory. Contri-
butions of employees shall be made by payroll deductions. Every
included employee sha'l be considered to consent to payroll deductions.
It is of no consequence that a payroll deduction ‘may cause the
compensation paid in cash to an emiployee to be reduced below Llie
minimum required by law. Payment of an employee's compensation
less payroll deductions, is a lull and complete discharge nnd
satisfaction of all_claims and demands by the emplogee Teldting to
remuneration of his services during the period covered by Llie payment,
except, with respect to the benefits provided under the system. (38 bch
M3 SLA 1960; am 33 ch 155 SLA 1966)

Negotiability of retirement system  provisions of the public —employees
benefits, — Glven AS 39.35.120(19 und  retirement system to apply lo nil stale
this section, which make inclusion in llie  employees, and benefits under the public
gubllc employees retirement system (AS  employees retirement system ma>{ not lie
9.35) a condition of employment for stale ne?otjated under the Public Em ogment
employees and cantriliulions to it Relations Ad (AS 23.40 1)70- 23 40.2(50).
mandatory, the conclusion is tlwu the January 23, 197K, Op. Atfv Gen
legislature intended (lie  utulutarv

Sec. 39.35.180. Voluntary _contributions by employee. In
addition to the mandatory contributions required ofan employee under
AS 39.35.170, an employee may, during each calendar year he is
participating in the system, voluntarily”contriute to his employee
savings account an amount not to xceed live per cent of his
compensation for Ilist year. (3 Hceh 143 SLA 1960)

Sec. 39.35.190. Disposition of contributions.
Repealed by 3 55 cb 128 SLA 1977,

Editor's note. ~ The repealed section
derived Hum 4 H(l, ell. 143, SLA IIitill

Sec. 39.36.200, Refund upon termination of employment for
reason _other than death, #a) An inactive employee, not on
Ieuve-W|thout-pa¥ status or layoff.status, is entitled lo receive a refund
of the balance of (Il his employee contribution account and (2) his
employee savings account,

(b) If, upon termination of employment, an emgloyee_ has credited
service of less than live years and has loss than $1,000 in his employee
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rremployed with tin em

3 SLA !!go{-; am _I"
S22 ch 128 SLA 1977)

Effect of amendments. — The 1976
amendment inserted "a" preceding
"refund” in present subsection lot and in
the first sentence of present subsection i'll
ond added llie second sentence ol present
subsection tin. ,

The 1977 Itloelolno'td designated the
former first sentence as subsection till iiih|

Sec. 39,35.210. Refund upon

loyer and whose contributions have not been

refunded before re-em ﬂ);{wmcnt is not eligible L>r a refund.& 9ach
1 ch | SLA 1974; &m § 1ch a1 SLA

70: am

the former second and third sentences as
subsection (lit, rewrote present subsection
int. nnd 'in present subsection Ib),
substituted _"nn_ employee" for "the
emplq¥ee“ in llie first” sentence and
substituted  "an emplo¥er" for "a
participating employer of the ayslem" in
the second si olenco.

termination of employment by

death.
Repealed hy i 55 ch 128 SLA 1977,

Editor's note.  The repealed m | ton
derived from i 9 b,ch M'LSLA 196(1; nm
ti 106. cli. 127. SLA 1974

See. 39.35.220. Refund upon retirement,
Repealed hy it 55 ch 128 SLA 1977,

Editor's note. ~ The i'rlp

. [ alcd mmlium
derived from 9 ¢, cli 1t Sl

STA 1960
See. 39.35.230. Refund upon death of retired employee. UPon
the deal It of a retired employee, the employees beneficiary ahull be

pal . i

111 Ihe excess of the halance in the employee contrihut jon account of
Ine deceased employee as of he dale of | he beginning of the employee's
pension Rayments over |he sum of the Pensmn ayments previously
received hy'Lhe employee, hit! [his amount may not he paid ifajoint and
survivor opt jon under AS 39 ,"15450 is in effect or ifa surviving spouse’s
pension under AS, 39.35.440 Is payable; and ,

'di the remaining paYments urchased hy Ihe balance in the
employee savings account of the deceased emplogee as of the date he
retired. t59 d < 143 SLA 1900, am 5 107 ch 127 SLA 1974)

Sec. 39.35.240. Withdrawal of voluntary contributions.  An
active employee may withdraw his savings accunt only if he recejves
the consent ‘of the ‘administrator. The administrator ‘may permit a
withdrawal before terminal ton ofemployment only in cases.oninancinl
need. <39 ech' 143 SLA 1950: an § 2' ch 128 SLA 197" |

i 39.35.250 Ptiiti.ir Qinrtsis and Kmi'ldviis i 39.35.200

tiffed of mnciulnirnt. The 1977 siilmliltiled "mhinnistrntor" lor "hnnrd" in
Rniendiiient rewrote the first sentence unii  the second senlein e

Article 4. Contributions by limployers.
Section Section

950. Culculnlion of employer's  280. Determination and payment of

contribution rate contributions .
260. Annunl calculation - 290 Rules governing Kno il
270. Amount of employer's contributions employer contributions

_Kffcct of amendment,
iimemImeiit rewrote the section

See. 39.35.2(10. Annual calculation. Tlte contribution mi<* for
each employer shall he calculated every fiscal year, using _the
information “avniluhle at Ihe time the edmputalion in mtitio. The
computation alml) he completed in time to he considered in the ‘date
budget. Kncli employer shall provide in its budget for the payment of
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Sec. 39.35.270. Amount of employer's contributions. The

amount of each employer's contributions shall be determined by

applymgg the employer's contribution rate to the total compensation
;?al_d to The active employees of the employer for each payroll period.

his amount shall he remitted bv the employer to the administrator in
accordance with AS 39.85.ULU. 13 10.cch 143 SLA 1960; am 3 14 ch 1
SLA Ir»d; am 3 25 ch 12H SLA 19771

Eff'ct of amendment. — The 1977 employees” in 'he present first sentence
amendment divided the former first rewrote the present second sentence, an
sentence into the present first and second deleted the former second sentence, which
sentences, substituted "compensation paid provided for the determination of the
to the active employees” for "of nil percentage ofthe annual payment for pnsl
compensation paid “to participating service liability

Sec, 39.35.280. Determination rnd  payment of state
contributions. The total amount of contributioris required under AS
39.35,350 — 39.35.290 to be made hy the state into the system shall be
ascertained by the department of agdministration as soon‘as practicable
after the end 0feach calendar month and shall be paid from the Peneral
fund of the state, except as provided in this si."ion. if an employee is
paid wages by the state during the month Iron: n s?emal o
administrative fund provided by law, the payment to the system shall
he made Trout that special or administrative fun,.". If the . a?es of an
employee include both wages for state employment paid from the
general fund of the state and wages for state employmt i paid from
sRemal or administrative funds o amount to he paid into the system
shall be prorated among the slate funds in proportion lo the wages aid
In llie individuals hum“each fund. llowevcr, no pa¥ment may De made
from_the special or administrative lend if [lie statute covermq llie
special or administrative fund prohibits it. (3 10 d ch 143 SLA T9tiU)

See. 39.35.290. Rules governing transmittal of employer con-
tributions. The_ hoard shall adopt rules to ensure the orderly and
elgfzé:d)ent transmittal ol employer conlribulions. (3 10 o ch 143 SLA

Article 5, Service.

Scctlm Section

300 Employmentwith [lm alnlc —~~~ IMQ Military nervier _

310 Employmentwith olher cmplnyeivi :M5 Temporary nervier credit )
320 IHepeilleil] 350. lleniHlateineiit of creilileil nervier*
330, l.rove of iiliaence 300. Earlier Kervice

MSMSEM
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of this chapter, the University of Alaska is not tin office, department,
division, or agency of the slate. Service credit may not be granted under
this chapter for” service which is creditable” under the teachers'
e Lrements stem, AS 14.25, . .
A pérmanent part-time employee of the state receives credited

service on a pro rata hasis to that which would have been earned as a
Eermanent full-time employee. (73 11 ch 143 SLA 1960; am 3 4 ch 155

LA 1966; am 3 4 ch 27 SLA 1976; am 3 26 ch 128 SLA 1977; um 3 29
ch 13 SLA 1980)

Effect of amendments. - The 1976  The 1980 amendment added the present
amendment added subsection llil second and third sentences in subsection

The 1977  amendment  rewrote tat.
subsection tut and substituted “credited
%‘?{V'CE" for "service credit" in subsection
it,

Sec. 39.35.310. Employment with other employers, (a) Art
active employee is entitled to credited service for periods . of
employment_with a political subdivision or a publl_c_or%_anmanon
beginning with the effective date of the emplqger’s partmpa lon in the
system. The employee is also entitled to credited service Tor periods of
employment as designated in the employer's participation agreement.

(tl)t!) A permanent part-lime emplog/ee of a political subdivision or a

ublic organization receives credited Service on a basis proportionate

0 that which would have been earned as a permanent full-time
employee. (3 12 cb 143 SLA 1960; am 3 27 ch 128 SLA 1977; am 3 30
cli 13 SLA 1980)

Effect uf iinii'iiiliM ciilii. I'ic 1977  ipuiM public™ picrcilmp *urgn li/.nlim"™ In
iimclidiiiciil rewrote llie soilion llie 11mm| itcnlcmc ol »iili"Cilino ini noil in

The 19Kl nincnilinenl deleted “iii Miiliteclinn (1*1

See. 39.35.320. Transfers between employers.
Repealed by 3 55 ch 128 SLA 1977,

Editor'a note. Tla* icpcolcil t.cclnm
derived 1lnm El, ch [I'Ll. SLA |'Mtt

See. 39.35.330. Leave of absence, [a) A leave of ahsence with pay
authorized hy_an emplo;rer will not be considered as mterruPtmg
em ,Ioeyment,, il the employee is a permanent part-time employeg,
creditéd service will he granted on a basis proporfinnate to that which
would have been earned its a permanent full-time em%onee.

(It) A leave ufabsence without, pay which exceeds 1 \{)v|%rvkép%lﬂ%g



