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STATE OF ALASKA BILL NUMBER: MB 528
1992 LEGISLATIVE SESSION

F I S C A L  N O T E

Rev ision  D ate : 2 /1 8 /9 2  Department A ffected:
T it le : "A n  Act requiring adjustment to certain contract fo r  pub lic  B R U :

construction when prevailing rates o f  wages increase."
Sponso r: L ab o r &  Com merce, State A ffa irs . Finance Com ponent:
Requestor: Com ponent Se ria l Number:

D O T & P F
Statewide Engineering & 
Operations Standards 
Engeer. & Operations Stand.
54 7

E X P E N M T U R K S ’ / R E  V E N IJ IC S : (Thousands o f  D o lla rs>
O P E R A T I N G F Y 9 3 E Y 9 4 F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT () 0 0 0 0 0
LAND &  STRUCTURES 0 0 0 0 0 0
GRANTS. CLA IM S 0 0 0 0 0 0
MISCEI .1ANEOUS 0 0 n 0 0 0
T O T A L  O P E R A T IN G : 0 0 0 0 0 0

CAPITAL 1 .(>47 1 .047 1 .647 1.647 1 .647 1 . 6 4 7

I REVENUE » " - - t i l l «» L

F U N D IN G :  (Thousands o f  D o lla rs )
GENERAL FUNDS 329 32 9 329 32 9 32 9 3 2 9
FEDERALFUNDS 1.3 IX 1.3 IX 1 ,318 1 .318 1 .318 1 .318
OTHER 0 0 0 0 0 0
T O T A L  F U N D IN G : 1 .(>47 1 .047 1 .647 1 .647 1 .647 1 .647

P O S I T IO N S
F U L L -T IM E 0 t) 0 0 0 0
P A R T -T IM E 0 0 0 0 1) 0
T E M P O R A R Y 0 0 0 0 0 0

ICstimato o f  current year impact:

A N A L Y S IS : (A ttach a separate page 11 necessary)

P repa red  by : I m e n  R a sm ussen .  C' li ie l.  I W C

D i v i s i o n :  E n g in e e r in g  and O p e r a t i o n s  S t anda rds .

A p p r o v e d  b y  C o m m is s i o n e r :
F r a n k  ( i .  T u rp in  

A gency :  D ep a r tm en t  o |  T ran sp o r ta t io n  am i P ub l ic  F a c i l i t i e s

4 6 5 -3 9 0 0
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

BILL NUMBER: HB 528

A N A L Y S IS  (com .

Fiscal Note Analysis for HB 528 
Program Description:
The proposed h ill would require on all stale and ils political subdivisions public works constructions 
projects that they include a contract provisions that the amount owed to the contractor under the 
contract shall be adjusted i f  an increase in the wage rales required by AS 36 .05 ( the little Davis-Bacon 
Act) causes the wages to paid to a class o f  workers on the contract to increase; the adjustment must be 
based on the actual additional cost incurred because o f  the change o f  wage rates.

This is a major shift in state policy. Presently by contract provisions the contractor is assigned the risk 
and the responsibility fo r the increased costs associated with any wage rate increases.

Background Information which Relates in this Fiscal Note:
In a ll DOT & PF  construction contracts the state prevailing wage rates are made a part o f the contract. 
The prevailing wage rates that are in effect at the lime o f  the bid opening are attached to the advertised 
contract. The statutes and regulations requires a contractor to pay the prevailing wages that are in 
effect during each pay period which means the contractor is responsible and bears the risk o f  any 
increases in the prevailing wage rales. AS 36 .05 .010  states in part "The current prevailing rate o f 
wages fo r each pay period is that contained in the latest determination o f  prevailing rate o f  wages 
issued by the Department o f  U ib o r before the end o f  the pay period."

On a federally assisted construction project the federal prevailing wage arc a lso made on part o f  the 
contract along with the state prevailing wage rates. A contractor is required to pay which ever wage 
rate is the highest. Therefore , even on a federally assisted project i f  the stale prevailing wage rales 
increase and is therefore highci than a federal prevailing wage rate the contractor is responsible fo r the 
higher prevailing wage rate.

Analysis and Assumptions:
11 In calendar year 1991 D O T  & PF awarded S228.6S7.00:> in construction contracts by the

competitive sealed bidding process. For estimation purjtoses it w ill he assumed that the award 
amount w ill remaining constant. This is a conservative approach because with the recent 
passage o f  the new transportation bill the total award amount o f  construction contract should 
rise.

2) The lahor percent o f  any construction contract w ill vary widely depending the type o f
construction. The labor cost is usually a higher percent fo r highway "dirt" project and much 
lower Ib ra  huilding project hut fo r estimating purposes 4M i can he used is a good general 
average fo r a ll construction projects

>) Determining a good estimate Ihr the annual increase o f  wage rate and the effect on the project
costs is very difficu lt to predict. Presently a contractor in preparing a hid w ill account fo r the 
possibility o f  an increase in wage rates. Under the proposed b ill the Slate would assume that 
risk so theoretically the state should receive low er hids hut w ill require an adjustment at the end 
o f  the contract. The adjustment. Ibr estimating purposes on ly , is assumed to he 5 0 r/i o f  the 
increase 13.6',>) that slate employee received this is year.

Annual adtusiment tcostst
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4 ) Although there would he some administrative costs they have not been estimate because they 
would be adsorbed with the normal construction engineer costs. The administrative cost would 
be those costs in determining the actual increases and making the contract modifications to 
make the payments to a contractor.

5 ) For construction projects in calendar year 1991 approximately 80%  o f  the amount awarded hy 
the competitive sealed bidding process were lo r federally assisted projects.

$228,687,005 x 4 0 %  x (50% x 3.6%) = $1,647,000
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S T A T E  O F A L A S K A

19 9 2  L E G IS L A T IV E  S E S S IO N

B IL L  NO : HB 528

Revision Date;____________________________________________ D e p a r tm en t  Affected: L a b o r______________
Title: 'A n  A c t  r e q u i r in g  a d j u s t m e n t  t o  ... BRU; L a b o r  S t a n d a r d s  & S a fe ty_______
c o n t r a c t s  ... w h e n  p re v a i l in g  ... w a g e s  In c re a s e .*  C o m p o n e n t : _____________________
Sponsor: R e p r e s e n t a t i v e  D o n ley ,  e t  al.____________  W a g e  & H o u r_____________________
Requestor:  H o u s e  L a b o r  & C o m m e r c e _______________  C O M P O N E N T  SERIAL NO. 3 4 5

EXPENDITURES/REVENUES: ( T h o u s a n d s  of D ollars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0 .0 0.0 0.0 0 .0

CAPITAL

REVENUE 
FUND SO U R CE:

FUNDING: ( T h o u s a n d s  of D o lla rs )
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0.0 0.0 0 .0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current y e a r  impact:_______________ N o n e

P rep a re d  by: R a n d y  C arr .  A c t in g  D i re c to r  \ > _______________________ P h o n e  : 269-49 00
Division: L a b o r  S t a n d a r d s  & S a fe ty   D a te  :  3/3 /92

Approved by C om m issioner:  f r w .  Miahlen______________________________
Agency: D e p a r tm e n t  of L a b o r  D a te :   3/3/92

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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F I S C A L  N O T E
S T A T E  O F  A L A S K A

19 9 2  L E G I S L A T I V E  S E S S I O N
B I L L  N O .  H B  528

Revision Date:_______________________________________
Title: An Act relatino to adjustment of certain contracts for 

p u b l i c  c o n s t r u c t io n  w h en  w a R es  in c r e a s e

Sponsor: Donley______________________________________
Requestor: H o u s e  L a b o r  & C o m m erc e__________________

Department Affected: Administration 
BRU: General Services___________
Component: Leases

COMPONENT SERIAL NO.
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 
FUND SOl'RCE: 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
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 ’ 0
Estimate of current year impact: None.
ANALYSIS: (Attach a separata page if necessary.)
This bill would increase the amount owed a contractor if wage rates increased during the construction of a public works. It has no anticipated 
impact to the leasing program that can be foreseen at this time.

Prepared by: Anne McCord, Director /js tu JL  C f 
Division: General Services

Phone: 455-2250
Date: February 28,1992

Approved by Commissioner: Nancy Bear Usera 
Agency: Administration Date:

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov Legis. Gfc., & Impacted Agency(ies).
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R e p r e s e n t a t iv e  D a v e  D o n l e y
A L A S K A  S T A T E  L E G I S L A T U R E

D I S T R I C T  E L E V E N  

S E A T  A

3111 “C" S TREET. S U IT E  450 

A N C H O R A G E . A LA S K A  99503 

(907) 561-7629 (F A X ) 562-4376

U.ASKA LANDINGS. ItENTZEN • BIRCHWOOD • CHESTER CREEK • HEATHER MEADOWS • I INCOI.N I’ARK • MIDTOWN NORTHSTAR 
ORTHWOOD • HOMIG • ROOSEVELT PARK • 'PES'ARI) • THOMPSON' < It'RNAGAIN • WINDEMERE • WOODLAND PARK

DATE: March 5, 1992

Thank you for hearing HB 528, an act to require adjustments to certain contracts for public construction when prevailing rates of wages increase.
The intent of HB 528 is to promote fairness to contractors on public works projects and help insure that working Alaskans receive the appropriate prevailing wages.
This bill amends contract requirements for public works projects. Specifically, it requires state and political subdivisions to include a provision that the state will increase the amount it owes a contractor upward if the prevailing wage required to be paid to a class of workers on the project increases. This assures payment of the appropriate wage rate in a manner that is fair to employers.
This legislation has the support of both the AFL-CIO and the Associated General Contractors.
Thank you.

CHAIRMAN
IUDICLMU COMMITTEEMEMORANDUM VICE CHAIRMAN

REGULATION REVIEW COMMITTEE

MEMBER
RULES COMMITTEE 

LABOR AND COMMERCE COMMITTEETO: Members of the House Labor and Commerce Committee
FROM: Representative Dave DonleyChair, House Judiciary Committee
RE: HB 528, an act to require adjustments to certain contracts for public construction when prevailing rates of wages increase

DD/jmn

JUNEAU OFFICE 
(During U giilitri’e Session Jinuiry through Miv)

P O  ROY V  TT'VCAP s t ACIM o o o n  . on*M too-* r u -  . « ? / < *



BILL NO: 
TITLE:

HB 528

Department of Transportation 
and Public Facilities

P O S I T I O N  
P A P E R

Public Works Contracts/Wage Increases
APPROVED: 

DATE: March 2,1992

The department opposes this legislation.
The bill as written would make the state and its political subdivisions responsible for increased labor costs when there is an increase in prevailing wage rates. This is a major shift in state policy. Presently a contractor is assigned the risk and responsibility for any increase in the costs of the construction. These increases may be for materials, fuels, transportation and a variety of other items including labor.
The contractors, individually and collectively through their trade associates, have a great influence on the prevailing wage rates. The contractors also determine the productivity of the labor force by setting the crew size, assignment of equipment, and hiring and firing practices. We do not believe it is appropriate to make the state and its political subdivisions responsible for increases in costs, due to an increased wage rate, which the contractors control in part.

F o r  F u r th e r  In fo rm a tion  con ta ct Katy M cH u gh  at 465-3900.



217 Second Street. Suite 200 ■ Juneau, Alaska 99801 ■ Tel (907)586-1325. Fax (907)4o3-5480

March 4,1992

TO: David Finkelstein, C. %, and Members
House Labor and Commerce Committee

FROM: Scott A. Burgess, Executive

RE: H B  528 - Requiring adjustment to contracts for public construction when

prevailing rates of wage increase

The Alaska Municipal League is opposed to H B  528, which would extend the burden 
already placed on local government finances by existing provisions of Title 36 on the 
application of prevailing wage rates to local government construction projects. The League 
and its members, 118 municipalities of all sizes around the state, support "amendments to 
Title 36, the Public Contracts Code, to permit local governments to establish their own 
notice, reporting, local hire, and prevailing wage requirements and methods for local 
construction" (1992 Policy Statement, VI.A.8). They do not support any legislation that 
would put further restrictions on their local autonomy.

The League also "opposes any legislation that unduly restricts local government 
operations" and repetitive and unnecessary regulation by state agencies because such 
regulation can result in increased costs to the public (1992 Alaska Municipal League Policy 
Statement, VI.A.1). The imposition of prevailing wage rates for local government 
construction projects unnecessarily increases the costs of doing business for Alaska’s 
municipalities, and the provisions of H B  528 would intensify the existing burden placed on 
municipalities by the provisions of AS 36.

The prevailing wage rates established by the Department of Labor do not adequately reflect 
prevailing wage rates in the communities. When local governments are forced to pay these 
(generally higher) wage rates, projects end up costing significantly more than they would 
have if local wage rates had been applied, as the success of municipal “force account" 
projects has shown. Requiring urban-based prevailing wages is often a deterrent to local 
hire.

Local governments are not against paying fair wages, but the wages and reporting 
requirements should be set by local ordinance and wages agreed to in a contract should 
hold throughout the course of the project. Requiring an increase in the amount paid to the 
contractor because the Department of Labor has determined that the prevailing wage in 
some other part of the state has changed places an unfair burden on public bodies, which 
budget carefully and depend on the integrity of contracts.

The League opposes H B  528 and any other efforts by the state to impose unfunded 
mandates, or restrictions on local autonomy, on Alaska’s municipalities.

cc: Representative Dave Donley

C92TEST2:HB528.304

Member of the National leogue of Cities and the Notional Association of Counties

A L A S K A  , 

M U N I C I P A L  

L E A G U E





FISCAL NOTE
STATE OF ALASKA Bill No. HB 531

1992 LEGISLATIVE SESSION

Revision Date:_______________________________
Title: An Act relating to appearances in

civil actions.
Sponsor:
Requestor:

Department Affected: 
BRU:
Components:

Alaska Court System 
Trial Courts

House Judiciary
COMPONENT SERIAL NO. 000 I 000 000 I 768

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUNDS 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: None

ANALYSIS: (Attach a separate page If necessary) 

No fiscal impact.

— *' y  >Prepared by: C. S. Christensen III, Staff Counsel ' — —__________ Phone: 264-8228
Division: Alaska Court System Date: 03/05/92

Approved by: Arthur H. Snowden, II, Administrative Director
Agency: Alaska Court System_____________________________________________ Date: 03/05/92
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 1/92 Page 1 of 1



Aitchorvg* 
Neighborhood 
Housing 
Servlets, Inc.
3700 WoofiJsnd Drive 
Suite S0O
Anchorag^AK 88517 

(907)243-1558 
FAX (007) 243-3214

DATE: March 4, 1992
TO : House Labor and Commerce Committed
RE House Bill 631

BILL PURPOSE
Concerning Nonprofit Representation In Court in Certain Civil Procedures
The purpose of this bill would be to allow nonprofit housing providers the ability to 
represent themselves in court for Forcible Entry and Detainer (FED) action. Presently, 
under Alaska Statute, private property owners and property managers may represent 
themselves in civil action taken for the purposes of forcible entry and detainer under 
the Alaska Landlord Tenant Law. Corporations are specifically required by statute to 
be represented by an attorney at all times, regardless of the size of the civil action.
A number of housing providers In the state are nonprofit agencies whose purposes are 
to provide affordable housing for renters and consequently provide attendant property 
management services.

• *

Although the task of requiring civil action for eviction purposes is oftentimes 
unpleasant, it Is a necessary fact of property management Oftentimes, the individual 
with the most background and knowledge concerning this process Is the on-slte 
resident manager. Under Alaska Landlord Tenant Law, an FED action Is primarily a 
proforma matter and the requirement for attorney representation in this action Is costly 
and redundant This measure will provide a more effective means for civil 
proceedings in this type of action and provide cost savings to consumers.

lieKjfibof&Sffcs





FURTHER REFERRALS: JudiciaryDate Referred: February 18, 1992 
Date of Committee Action:
'fhc LABOR AND COMMERCE Committee considered: HB532

/ HOUSE BILL NO. 532 LABELING OF ALASKA ARTS/HANDICRAFTS
"An Act relating to the labeling of reproductions of art and handicrafts made by state residents.
RECOMMENDATIONS: be replaced with_____ C s j ± % S A 2
[ ] have attached amendments(s) 

do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the__

( ] the same title new title

Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Dtpl)
[ ] fiscal impact__________________

APPROVES PREVIOUS:
[ J fiscal note(s)____
[ ] zero fiscal note(s)

(Dept/D nc)

SIGNING DO PASS OTHER RECOMMENDATIONS

L /  CHAIRMANS SIGNATURE



S T A T E  O F A L A S K A
19 9 2  L E G IS L A T IV E  S E S S IO N

R S C A L  N O TE
B IL L  NO. CSHB 532

Revision Date: 3/3/92______________________________________Deportment Affected: Rorcmerce & Ecort. Dev.

Title: An Act relating to the labeling of reproduc- BRU. Economic Development

tions of arts and handicrafts made by state residentsComponoi1t:

Sponsor: _ Representative Hanley _______________________________________

Requestor: Representative Hanley_______________________  c o m p o n e n t  s e r i a l  n o . _________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
P E R S O N A L  SERVICES
TRAVEL

C O N T R A C T U A L

SUPPLIES
EQUIPMENT

LAND & S T R U C T U R E S
GRANTS, CLAIMS

MISCELLANEOUS

TO T A L  OPERATING 0 c 0 0 0 0

| CAPITAL 0 0 1 0 I 0 1 0 _ 0

R E V E N U E  FUN D  RESOURCE: 0 0 1 0 i 0 : 0 I 0

FUNDING: (Thousands of Dollars)

G E N E R A L  FUND

FEDERAL FUNDS

O T H E R

F U N D  SOURCE:

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME

T E M P O R A R Y

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)

Prepared By: Tina L. D. Long, Rural Development Coordinator phone: 465-201_7________

Division:________ Economic Development fl l , oete- 3/3/92__________

Approved by Commissioner: G1 enn A. 01 ds______  (AA'Slj ^_____________

Agency: Department of Commerce & Economic Development' Date: 3/3/92__________

Distribution (by preparer): Leg. Fin.. Legislative Sponsor, Requestor, OMB/DBR, Gov. Legls. Ofc., and Impacted^ Agency(les).

TLDL/dgll 523D-1 /022892b Pa£,°----- 0<----
(Rev. 12/91)



R e p r e s e n t a t i v e  M a r k  H a n l e y

A l a s k a  S t a t e  L e g i s l a t u r e

S P O N S O R  S T A T E M E N T

C S  H B  5 3 2  ( )

b y  R e p r e s e n t a t i v e  M a r k  H a n l e y

C S  H B  5 3 2  ( ) -  " R e l a t i n g  t o  t h e  L a b e l i n g  o f  r e p r o d u c t i o n s  o f
a r t  a n d  h a n d i c r a f t s  m a d e  b y  s t a t e  r e s i d e n t s ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e . "

M r .  C h a i r m a n ,  m e m b e r s  o f  t h e  c o m m i t t e e ,  T h a n k  y o u  f o r  g i v i n g  
m e  t h e  o p p o r t u n i t y  t o  t e s t i f y  o n  H o u s e  B i l l  5 3 2  . I  a p p r e c i a t e  
R e p r e s e n t a t i v e  F i n k l e s t e i n  s c h e d u l i n g  a  h e a r i n g  o n  t h e  b i l l  s o  
p r o m p t l y .

H o u s e  B i l l  5 3 2  i s  a  s t r a i g h t  f o r w a r d  b i l l  w h i c h  w i l l  h e l p  
p r o t e c t  t h e  v a l u e  a n d  i n t e g r i t y  o f  A l a s k a  m a d e  a r t s  a n d  c r a f t s .  T h e  
b i l l  s i m p l y  r e q u i r e s  t h a J- r e p r o d u c t i o n s  o f  A l a s k a n  a r t s  b e  l a b e l e d  
a s  s u c h  a n d  d e f i n e s  t h e  v o i d  " r e p r o d u c t i o n " .  S e c t i o n  2  o f  t h e  b i l l  
p r o v i d e s  f o r  a n  e f f e c t i v e  d a t e .

I t ' s  e s t i m a t e d  t h e  n a t i v e  a r t  m a r k e t  b r i n g s  i n  a s  m u c h  a s  
$ 8 0 0  m i l l i o n  a  y e a r .  I n  A l a s k a ,  o u r  g r o w i n g  t o u r i s m  i n d u s t r y  h a s  
l e a d  t o  s t r o n g  m a r k e t  f o r  n a t i v e  a r t .

T h e  p r o b l e m  i s  t h a t  n o t  a l l  o f  t h i s  a r t  i s  t h e  a u t h e n t i c  w o r k  
o f  A l a s k a n  a r t i s t s .  C u r r e n t l y ,  r e p r o d u c t i o n s  o f  A l a s k a n  a r t s  a n d  
c r a f t s  a r e  o f t e n  p r o d u c e d  o u t s i d e  t h e  s t a t e  b y  n o n - A l a s k a n s  a n d  
s o l d  a s  o r i g i n a l  A l a s k a  a r t .  T h e  r e p r o d u c t i o n s  d e - v a l u e  a n d  c o m p e t e  
u n f a i r l y  w i t h  t r u e  o r i g i n a l  A l a s k a n  a r t s  a n d  c r a f t s .

I  w o u l d  a p p r e c i a t e  y o u r  s u p p o r t  o f  H B  5 3 2 .  I ' l l  b e  h a p p y  t o  
a n s w e r  a n y  q u e s t i o n s  y o u  h a v e .

Interim: 3 i . ' CSf. Suifc-JlO A n c h n r o n c  A K  PP.VXT 19071 W I J fm  Swn* r n n ii*>  r - w .  ooooi »nn«. ./?*
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CSHB 532: "An Act relating to the labeling and reproductiona of
arts and handicrafts made by state residents."

An article dated June 24, 1991, in the Tundra Times entitled "Native Artists 
Want Fair Dealings" expressed the views of artists and carvers as believing "the 
counterfeit market is a sizable one." The article’s subheading stated: "Native 
artists want counterfeiting stopped." Ther'f have been other informal reports of 
authentic pieces of arts and handicrafts being reproduced without the artist’s 
permission.
CSHB 532 addresses the problem by requiring reproductions to be clearly 
labeled by the manufacturers, wholesalers, and/or retailers.
The intent of this legislation is to reduce unauthorized reproductions of pieces t r 
art or handicrafts made by Alaska residents and to ensure consumers know 
when they are purchasing reproductions rather than authentic originals.
All reproductions, other than those reproduced by the original artist, will have 
to be clearly labeled prior to wholesale, or retail trade. A penalty of up to one 
year in jail or $1,000 fine may be imposed for violations. The legislation is 
passive in that no active monitoring of compliance is provided. The bill provides 
a basis for legal action by the original artists or those who believe they have 
been harmed by the unauthorized duplication of the commercially traded art or 
handicraft object. Costs of labeling will be borne by the industry.
The Department of Commerce and Economic Development supports CSHB 532.
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March 2, 1992

Representative Mark Hanley State CapitolJuneau, Alaska 99801-1182 
Re: House Bill No. 532 
Dear Representative Hanley:

Currently you are sponsoring legislation regarding the reproduction of art and/or handicrafts by residents of Alaska. This act would provide protection for many Native and non-Native artists who sell their work at a very low price to a company that then reproduces the work for huge profits - none of course going to the artishs) involved,I whole heartedly support your legislation - House Bill No. 532. I believe this would offer a certain amount of protection, but it also raises the level nf awareness of the situation. Your concern over Alaskan artists is to be applauded; thank you for your recognition of this great Alaskan resource . and your willingness to protect it.
     t_

Maria Williams Native Arts Director

Alaska State Council on the Arts
411 West 4th Avenue. Suite 1E, Anchorage, Alaska 99501*2343 (907) 279-1558 Fax: (907) 279-4330



2 March 1992

Representative Mark Hanley
Alaska State House of Representatives

Dear Rep. Hanley:

I am so pleased to see that Angie Larson's concern has made‘such 
progress. The introduction of your House Bill No. 532 to label 
reprodjctions and handicrafts has been a shady area for too long.
As the manager of the Anchorage Museum Shop I work everyday with 
Alaska Native artists.and it's time to protect the wonderful 
work they are creating.

Last week I sent to Michelle Toohey literature from the Canadian 
government which protects their Inult artists. This method also 
serves as an educational tool which gives further credibility to 
the work. A viewer or collector now has authenticity of a work 
they admired.

What 1s happening is that people are reproducing an artist’s work 
and marking it as the real thing. Often putting back on the work 
the name of the artist who originated the idea. Most reputable 
businesses gladly mark reproductions, but there seems to be an 
influx into Alaska of work that appears to be Alaska Native, but 
is carved often outside by nonNative folks.

Again, I thank you for moving ahead with this legislation and offer 
any support you need. Travellers to Alaska come to our Shop knowing 
that we have integrity and I would like to know that wherever they 
shop they return with the real spirit of Alaska.

Sincerely,

Anchorage Museum Shop
121 WeKSevontn Avenue • Anchorage, AK 99501 

(907) 3S*~<38f»
343-5195 FAX 343-6149



S t . L a w r e n c e  I s l a n d  O r i g i n a l  I v o r y  
C o - o p , L t d .
P . O . B o x  1 8 9
G a m b e l l , A l a s k a  9 9 7 4 2 - 0 1 8 9  

( 9 0 7  ) 9 8 5 - 5 1 1 2

F e b . 2 8 , 1 9 9 2

T h e  H o n o r a b l e  * a r k  H a n l e y
S t a t e  C a p i t a l
J u n e a u , A l a s k a  9 9 8 0 / - 1 1 8 2

D e a r  M a r k :

T h i s  l e t t e r  i s  i n  r e g a r d s  t o  H B # 5 3 2  w h i c h  y o u  
H a v e  a l r e a d y  i n t r o d u c e d  i n  t h e  l e g i s l a t i o n  o n  2 / 1 8 / 9 2 .

A s  a  m a n a g e r  o f  t h e  I v o r y  C o - o p  i n  G a m b e l l , I  
am  i n  s u p p o r t  o f  y o u r  b i l l  H B n 5 3 2  i n  o r d e r  t o  p r o t e c t  
t h e  a r t  w o r k s  o f  t h e  i n d i v i d u a l  n a t i v e  a r t i s t  a n d  o t h e r  
a r t i s t s  h e r e  i n  t h e  S t a t e  o f  A l a s k a .

I  h a v e  w i t h  me  o n  h a n d  a  r e p r o d u c t i o n  o f  a n  
a r t  w o r k  t h a t  w a s  r e p r o d u c e d  i n  K e n a i , A l a s k a  i n  a f o r m  
o f  P o r c e l a i n  m a t e r i a l .  T h i s  p i e c e  o f  a r t  w o r k  w a s  r e p r o d u c e d  
w i t h o u t  p e r m i s s i o n  f r o m  t h e  o r i g i n a l  a r t i s t  a n d  i s  n o w  
i n  m a s s  p r o d u c t i o n .  T h i s  p i e c e  w a s  m a d e  b y  l o c a l . . c a r v e r .

I  W i l l  l o o k  f o r w a r d  f o r  y o u r  r e s p o n d  i n  m a t t e r  
a n d  a g a i n  t h a n k  f o r  i n t r o d u c i n g  t h i s  b i l l ,  G o o d - l u c k .

S e n c e r e l y

C l e m e n t  U n g j o t t  ( IM a n a g e r )

S t . L a w r e n c e  I s l a n d  O r i g i n a l  I v o r y  
C o - o p , L t d .

c c ;  S e n a t o r  F r a n k  M u r k o w s k i  
S e n a t o r  T e d  S t e v e n s  
S e n a t o r  A 1  A d a m s  
R e p .  R i c h a r d  F o s t e r
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Village Crafts 
P.O. Box 141191 

Anchorage, Alaska 99514-1191 
Maroh 2,1992

Representative Hanley 
Juneau, Alaska

Representative Hanley:

Re: C  S H. B. 532

I strongly support C S H B  532. I a m  In the business of selling Alaska Native made arts 
and crafts and have been doing so about sixteen years. I a m  presently concerned with 
arts and craft Items coming Into Alaska from Seattle and other areas that duplicate 
original art work that is produced by Alaskan artists.

Sincerely,

Thomas Finegan 
Owner, Village Crafts



A / a sk a n  T r e a s u r e s
1 0 1 3  S . D im  a n d . S / e . 5 1 4  

A n c h o r a g e . A K 9 9 5 1 5

( 9 0 7 ) 2 4 3 - 2 3 2 3  
M a rc h  1. 1 9 9 2

M s .  M i c h e l e  T o o h e y  

c / o  R e p .  M a r k  H a n l e y  

T h e  S t a t e  C a p i t o l  

J u n e a u .  A K  9 9 8 0 1 - 1 1 8 2  

( 9 0 7 )  4 6 5 - 4 9 3 9

D e a r  M i c h e l e :

E n c l o s e d  is a n  o r i ginal a n d  a  c o p y .  N o t e  t h e  c o p y  e v e n  h a s  t h e  original 

artist's n a m e  ( c o p y  is t h e  s m a l l  o w l .  original is t h e  l a r g e  owl ) .

W h e n  p u r c h a s i n g  this c o p y  I p r e t e n d e d  it w a s  a  gift a n d  I n e e d e d  t o  k n o w  a  

little a b o u t  t h e  artist. T h e  s a l e s  c l e r k  s a i d  it w a s  d o n e  b y  a n  E s k i m o  f r o m  

A l a s k a  t h a t  h a d  visited S e a t t l e  a n d  c a r v e d  for h e r  gallery. N o t e  t h a t  s h e  

didn't spell his n a m e  c o r r e c t l y  o n  t h e  p a p e r .

I s p o k e  t o  M r .  T o m  A n t a g h a m e .  G a m b e l l  A K .  t e l e p h o n e  9 8 5 - 5 6 1 2 ,  a n d  h e  

verified t h a t  h e  d i d  n o t  c a r v e  for t h e s e  p e o p l e  a n d  h a d n ' t  b e e n  in S e a t t l e  

s i n c e  a b o u t  1 9 7 1 .  H e  will testify if y o u  n e e d  h i m .

I w o u l d  a p p r e c i a t e  if y o u  c o u l d  r e t u r n  t h e s e  i t e m s  a n d  d o c u m e n t s  w h e n  y o u  

a r e  t h r o u g h  w i t h  t h e m .  A g a i n  I t h a n k  y o u  for all y o u r  h e l p .

S i n c e r e l y .

A n g i e  L a r s o n  

A l a s k a n  T r e a s u r e s



A / a s k a n  T r e a s u r e s
W I S E  D/mood. S/0. 614  

Anchorage, A K 99515

(907)248-2323 
Match 2  1992

Representative Mark Hanley 
The State Capitol 
Juneau, AK. 99801-1182

Dear Sir:
Tne purpose of this letter Is to let you know we support HB532. We have 
been Alaskan Native Art Brokers for 13 years and during that time we have 
witnessed many reproductions being made for resale. In many cases the 
imitations even carried the name of the original artist. Materials used for 
these reproductions were the Bame as the originals or something that 
looked very similar. Unless the customer was specially trained, it would be 
easily mistaken for the authentic.

Thousands of dollars are made each year from these reproductions and 
many are imported from other states and even foreign countries. The 
business for illegitimate works of art are so lucrative that there is now small 
factories to meet the demands.
Alaskans need to preserve their integrity, show we appreciate and value our 
true artisans and certainly not deceive our tourists (From Oct. 90 - Sept. 91, 
we had 907 ,000 visitors.).
Plagiarism in other forms is illegal, this kind of piracy is no different! Please 
let Alaskan Artisans know you care by protecting their rights.

Sincerely.

Fred and AngiB Larson 
Alaskan Treasures



MAIL BOXES ETC. TEL No.907-276-6262 Mar 2,92 16:38 No.003 P.01

3/1/92

K e p .  M a r k  H a n l e y  

J u n e a u ,  A K .  9 9 8 0 1

h e a r  M r .  H o n J . a y ,

M y  n a m e  i s  L e o n a r d n S a v a g e , I  ora on a r t i s t  b o r n  a n d  r a i s e d  

i n  A l a s k a .  1 h a v e  b e e n  i n  t h e  i v o r y  c a r v i n g  b u s i n e s s  f o r  

s e v e n t e e n  y e a r s .  My  w o r k  1 b  s o l d  t h r o u g h o u t  t h e  U . S .  a n d  A l a s k a .

F o r  m a n y  y e a r s  I  h a v e  b e e n  a w a r e  o f  i v o r y  c a r v i n g s  a n d  

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

s o l d  i n  A l a s k a  a s  “ p r e s u m e d ”  A l a s k a n  m a d e  i t e m s .  T h e r e  h a v e  

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

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

o f  n o n - e x i s t e n t  p e r s o n a .

W h i l e  I  b e l i e v e  i n  t h e  f r e e  e n t e r p r i s e  s y s t e m  t h i s  t y p e  

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

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

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

A l a s k a .

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

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

—  T h e  t o u r i s t s  c o m e  t o  A l a s k a  a n d  l o o k  f o r  s o u v i n e e r s  t h a t  a r e  

m a k e  b y  A l a s k a n  a r t i s t s  a n d  t h e y  s h o u l d  b o a b l e  Lo m a k e  a n d  

h o n e s t  c h o i c e .

T h a n k  y o u ,  

S i n c e r e l y ,



N A T I V E  V I L L A G E  OF  GAMBELL 
P . O .  BOX 9 9  

G A M B E LL ,  A LA S KA  9 9 7 4 2 - 0 0 9 9  
( 9 0 7 )  9 8 5 - 5 3 4 6  F A X :  9 8 5 - 5 0 1 4  •

March 2 ,  1992

R e p r e s e n t a t i v e  M a r k  H a n l e y  
S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  R e p r e s e n t a t i v e  H a n l e y ;

T h e  N a t i v e  V i l l a g e  o f  G a m b e l l ,  i r a  C o u n c i l  i s  i n  s u p p o r t  o f  
t h e  Ho u b o  B i l l  N o .  5 3 2  -  S a l e  o f  R e p r o d u c t i o n s ,  w h i c h  y o u  
i n t r o d u c e d  i n  F e b r u a r y  o f  t h i s  y e a r *

M a n y  o f  t h e  r e s i d e n t s  o f  G a m b e l l  a r e  s o l e y  d e p e n d o n t  o n  
h a n d i c r a f t s ,  a n d  t h e  m a s s  r e p r o d u c t i o n  t h a t  i s  o c c u r r i n g  i s  
h u r t i n g  m o s t l y  o u r  i v o r y  a n d  b o n e  c a r v e r s .

T h e r e f o r e ,  w e  s u p p o r t  H o u s e  B i l l  5 3 2 ,  a n d  h a v e  a l l  
r e p r o d u c t i o n  o f  h a n d i c r a f t s  m a d e  b y  s t a t e  r e s i d e n t s  l a b e l e d  
a s  s u c h .  T h a n k  y o u

S i n c e r e l y ,

G q r a r d  K o o n o o k a ,  P r e s i d e n t

e o i  R e p r e s e n t a t i v e  R i c h a r d  F o s t e r  
S e n a t o r  A l  A d am s



T r a n s c r i p t i o n  o f  A l a s k a  P u b l i c  R a d i o  S t o r y  o n  t h e  p r o b l e m  o f  
r e p r o d u c t i o n s  o f  A l a s k a  N a t i v e  A r t :  T h u r s d a y ,  O c t o b e r  1 7 , 1 9 9 1

N a t i v e  A r t  F r a u d . . .  H o w  w i d e - s p r e a d  i s  i t  a n d  w h a t  c a n  b e  d o n e  
t o  s t o p  i t ?

C o m i n g  u p  n e x t  o n  A l a s k a  N e w s  N i g h t l y ,  N a t i v e  A r t  F r a u d ,  
C o u n t e r f e i t  N a t i v e  A l a s k a  A r t ,  i t ' s  a  p r o b l e m  s o m e t i m e s  h a r d  t o  
d e t e c t  a n d  o f t e n  h a r d  t o  c o m b a t .

I t ' s  e s t i m a t e d  t h a t  t h e  a r t s  a n d  c r a f t s  o f  N a t i v e  A m e r i c a n s  
b r i n g  i n  a s  m u c h  a s  $ 8 0 0  m i l l i o n  d o l l a r s  a  y e a r  i n  t h i s  c o u n t r y .  
H e r e  i n  A l a s k a  a  g r o w i n g  t o u r i s m  i n d u s t r y  h a s  l e a d  t o  a  s t r o n g  
m a r k e t  f o r  n a t i v e  a r t ,  b u t  h o w  m u c h  o f  i t  i s  r e a l l y  n a t i v e ?  A n d  h o w  
c a n  c o n s u m e r s  b e  s u r e  w h a t  t h e y ' r e  b u y i n g  i s n ' t  a  c o u n t e r f e i t  
k n o c k - o f f ?  D o r e e n  R a n s o m  r e p o r t s  o n  t h e  p r o b l e m s  i n v o l v e d  w i t h  
s p o t t i n g  a n d  f i g h t i n g  n a t i v e  a r t  f r a u d .

T h e r e ' s  a  s t o r y  t h a t ' s  b e e n  c i r c u l a t i n g  a m o n g  d e a l e r s  o f  
A l a s k a  N a t i v e  C a r v i n g s  f o r  t h e  p a s t  f e w  y e a r s .  T h e y  s a y  a n  A s i a n  
m a n  a n d  h i s  a s s o c i a t e  c a m e  t o  t h e  A n c h o r a g e  a r e a  a n d  b o u g h t  a  
n u m b e r  o f  p i e c e s  o f  n a t i v e  c a r v i n g s .  T h a t  w a s  t a k e n  t o  S e a t t l e  
w h e r e  i t ' s  r e p r o d u c e d  i n  a  f a c t o r y .  N o  o n e  k n e w  q u i t e  w h e r e  t h i s  
s o - c a l l e d  f a c t o r y  w a s ,  b u t  t h e  w o r k  o f  i v o r y  c a r v e r  E d d i e  S t i n g o f f  
( ? )  p o i n t e d  t h e  w a y .

A n c h o r a g e  t r a d e i  T o m  F i n n e g a n  s a w  w h a t  a p p e a r e d  t o  b e  a  c o p y  
o f  t h e  w o r k  o f  I n u p i a t  i v o r y  c a r v e r ,  E u g e n e  T i a l a n a ,  i n  t h e  d i s p l a y  
w i n d o w  o f  t h e  D e n a l i  N a t i o n a l  P a r k  H o t e l .  H e  a l s o  s a w  a  p i e c e  l i k e  
T i a l a n a ' s  i n  t h e  A l a s k a  I v o r y  E x c h a n g e  i n  A n c h o r a g e .  T h e  a r t i s t  h a s  
s i g n e d  t h e  n a m e d  E d d i e  S t i n g o f f ,  t h e  s h o p  o w n e r  a c k n o w l e d g e d  t h e  
p i e c e  w a s  b y  a  n o n - n a t i v e .

F i n n e g a n  d i d n ' t  k n o w  t h e  p i e c e  w a s  t h e  w o r k  o f  t h e  S e a t t l e  
s h o p  w h e r e  h e ' d  a l s o  s e e n  a  s o a p s t o n e  c a r v i n g  b y  a  s o - c a l l e d  J u n i o r  
S n o o k l o w  o f  S t .  L a w r e n c e  I s l a n d  ( ? )  . F i n n e g a n  s a y s  o n  t w o  
o c c a s i o n s  a t  t h a t  s h o p  n a m e d ,  N o r t h w e s t  T r i b a l  A r t ,  h e  w a s  h a n d e d  
a  s h e e t  o f  p a p e r  d e s c r i b i n g  t h e  a r t i s t .  " A n d  I  j u s t  s a i d  y o u  k n o w  
t h i s  i s  f r a u d u l e n t ,  I  s a i d  I  k n o w  e v e r y b o d y  o n  S t .  L a w r e n c e  I s l a n d ,  
t h e r e ' s  n o  s u c h  p e r s o n  t h e r e ,  a n d  i t  w a s  a l m o s t  l i k e  h e  w o u l d  h a v e  
t a k e n  b a c k  t h e  s h e e t ,  e x c e p t  I  w i t h d r e w  i t  a n d  p u t  i t  i n t o  m y  
p o c k e t . "  F i n n e g a n ' s  e x p e r i e n c e s  r e p r e s e n t  j u s t  a  f e w  o f  t h e  w i d e ­
s p r e a d  a b u s e s  t h a t  a r e  s i p h o n i n g  o f f  t h e  p o t e n t i a l  e a r n i n g s  o f  
l e g i t i m a t e  n a t i v e  a r t i s t s  a n d  d u p i n g  a r t  c o l l e c t o r s .  T h e  S n o o k l o w  
w o r k  m a d e  i t s  w a y  a s  f a r  a s  a  w e l l - r e s p e c t e d  E a s t  C o a s t  G a l l e r y  
w h e r e  t h e  m a n a g e r  f o u n d  o u t  t o  h e r  c h a g r i n  t h a t  t h e r e  i s  n o  
s o a p s t o n e  a n d  t h e r e  a r e  n o  s o a p s t o n e  c a r v e r s  o n  S t .  L a w r e n c e  
I s l a n d .  W i t h  f e w e r  t h a n  a  t h o u s a n d  p e o p l e  o n  t h e  i s l a n d ,  i t  s e e m e d  
o b v i o u s  t o  s e v e r a l  o f  t h o s e  i n t e r v i e w e d  i n c l u d i n g  Y u p i k  I v o r y  
C a r v e r ,  J r .  S l o k o w ,  t h a t  i s  w a s  S l o k o w ' s  n a m e  t h a t  w a s  b e i n g  
e x p l o i t e d .

T h e  V i e t n a m e s e  o w n e r  o f  t h e  S e a t t l e  s h o p ,  K n o c k  L e e ,  d e c l i n e d  
t o  t a k e  i n t e r v i e w s .  H e  d i d  a d m i t ,  h o w e v e r  t h a t  t h e  w o r k s  o f  E d d i e



S i n g a h  a r e  c r e a t e d  b y  h i m s e l f  a n d  a  t e a m  o f  n o n - n a t i v e  a r t i s t s .  
L e e  s a y s  h e  s e e s  n o t h i n g  w r o n g  w i t h  w h a t  h e ' s  d o i n g ,  " D o e s  i t  h a v e  
t o  b e  t r i b a l  p e o p l e  t o  b e  t r i b a l  a r t ,  h e  a s k s . "  A s  f o r  t h e  v / o r k s  
o f  t h e  s o - c a l l e d  J r .  S n o o k l o w ,  L e e  s a y s  h e  d o e s n ' t  k n o w  w h o  d i d  
t h e m  a n d  h e  d o e s n ' t  c a r r y  t h e  w o r k s  a n y  m o r e .  J r .  S l o w k o w  s a y s  h e  
r e g r e t s  t h a t  s o m e o n e ' s  b e e n  t r e a d i n g  o n  h i s  n a m e ,  p a r t i c u l a r l y  
b e c a u s e  i t  h u r t s  c u s t o m e r s  a n d  E u g e n e  T i a l a n a  i s  w i l l i n g  t o  
d e s c r i b e  h o w  h i s  w o r k  m i g h t  b e  d i s t i n g u i s h e d  f r o m  c o p i e s ,  b u t  
n o b o d y  i s  e a g e r  t o  t a k e  a n y  a c t i o n .

A t h a b a s c a n  a r t i s t ,  L e o n a r d  S a v a g e  m i g h t  h a v e  t a k e n  a c t i o n ,  b u t  
t h e  s a i d  h i s  p r o o f  s l i p p e d  a w a y .  S a v a g e  s a i d  h e  s a w  a  s m a l l  i v o r y  
w o l f ,  w h i c h  h e  i n i t i a l l y  t o o k  t o  b e  h i s  o w n  w o r k  l a s t  w i n t e r  i n  t h e  
A l a s k a  F u r  E x c h a n g e  i n  A n c h o r a g e .  " I  s a w  o n e  o f  m y  i v o r y  w o l v e s  
m a d e  o u t  o f  f o s s i l  i v o r y ,  a n d  I  d o n ' t  c a r v e  f o s s i l  i v o r y ,  I  t o o k  
a  c l o s e r  l o o k  a t  i t  a n d  i t  w a s  e x a c t l y  t h e  s a m e  a s  t h e  o n e  I  m a k e ,  
b u t  i t  w a s n ' t  m i n e ,  I  q u e s t i o n e d  t h e  p e o p l e  a b o u t  i t  a n d  t h e y  s a i d  
t h e y  h a d  b o u g h t  i t  f r o m  s o m e  p e o p l e  o u t  o f  S e a t t l e  a n d  t h e y  
w o u l d n ' t  t e l l  m e  w h o  i t  w a s .

T o d a y  t h e  A n c h o r a g e  s h o p  s t i l l  c a r r i e s  S a v a g e ' s  w o r k ,  b u t  
a b o u t  a  1 0 t h  o f  w h a t  t h e y  d i d  b e f o r e  h e  s a w  t h e  a p p a r e n t  c o p y .  
S a v a g e  s a i d  l o c a l  d e a l e r s  h a v e  t o l d  h i m  a n d  o t h e r  d e a l e r s  t h a t  t h e y  
c a n  b u y  s o a p s t o n e  p i e c e s  c h e a p e r  o u t s i d e .

W h e n  t h o s e  w o r k s  a r e  d e s i g n e d  b y  n o n - n a t i v e s  a n d  s o l d  a s  s u c h  
t h e y  a r e n ' t  b r e a k i n g  a n y  l a w ,  b u t  w h a t  a b o u t  c o u n t e r f e i t i n g  a n d  
f r a u d .  S a v a g e  s a i d  t o  t a k e  a n y  a c t i o n ,  t h e  a r t i s t  w o u l d  h a v e  t o  
h a v e  c o n c r e t e  e v i d e n c e ,  a n d  h e  s a i d  t h e  a p p a r e n t  c o p y  o f  h i s  w o r k  
w a s n ' t  t h e r e  w h e n  h e  w e n t  b a c k .

H e  s a y s  t o o  t h a t  m a n y  a r t i s t s  h a v e  b e c o m e  a p a t h e t i c  a b o u t  t h e  
w i d e - s p r e a d  a b u s e s .  "  P e o p l e  d o n ' t  r e a l l y  s e e m  t o  b e  i n t e r e s t e d  
t o  b e  i n t e r e s t e d  i n  i t .  I  g u e s s  i t ' s  b e e n  g o i n g  o n  f o r  s u c h  a  l o n g  
t i m e  t h a t  t h e y  d o n ' t  s e e  t h a t  t h e r e ' s  a n y t h i n g  w r o n g  w i t h  i t .  M o r e  
i m p o r t a n t l y  m a n y  a r t i s t s  f e e l  t h a t  m a k i n g  a  s h o p - o w n e r  m a d e  i s  m o r e  
o f  a n  e c o n o m i c  r i s k  t h a n  c o m p e t i n g  w i t h  c o p i e r s .  " W e l l  a  l o t  o f  
p e o p l e  a r e  a f r a i d ,  b e c a u s e  w e  d e a l  w i t h  t h e  s h o p s  a n d  i f  t h e  s h o p s  
g e t  a n g r y  w i t h  u s  t h a n  t h e y  w o n ' t  b u y  a n y m o r e  a n d  s o  i t ' s  b e t t e r  
n o t  t o  s a y  a n y t h i n g . "  T h e r e  a r e  l a w s  a n d  o t h e r  c o n t r o l s  i n t e n d e d  
t o  s t o p  n a t i v e  a r t  f r a u d ,  a n d  o n  o c c a s i o n  t h e y  w o r k ,  f e d e r a l  f i s h  
a n d  w i l d l i f e  a g e n t ,  W a l l y  S a r o k a  i n  A n c h o r a g e ,  s a y s  S e a t t l e  s h o p  
o w n e r  K n o c k  L e e  w a s  c o n v i c t e d  o f  v i o l a t i n g  t h e  m a r i n e  m a m m a l s  
p r o t e c t i o n  a c t ,  w i t h  p o s s e s s i o n  o f  r a w  i v o r y  b y  a  n o n - n a t i v e ,  a n d  
p a i d  a  s u b s t a n t i a l  f i n e  w h i l e  o n  p r o b a t i o n .  S a r o k a  s a y s  f e d e r a l  
a g e n t s  a l s o  b u s t e d  a n  i n - s t a t e  g a n g  o f  c o u n t e r f e i t e r s  i n  r e c e n t  
y e a r s .  T h e r e  w a s  a  t r a i l  o f f  o f  M u l d o o n  a n d  t h e r e  w e r e  a  n u m b e r  
o f ,  i t  w a s  b a s i c a l l y  a  m o b i l e  c a r v i n g  s h o p  t h a t  t h e y  w e r e  c a r v i n g  
r a w  w a l r u s  i v o r y ,  t h e r e  w e r e  n o  n a t i v e  c a r v e r s  i n  t h e r e ,  b u t  t h e y  
h a d  r o l l s  o f  t h e  A l a s k a  N a t i v e - m a d e  s t i c k e r s  a n d  t h e y  w e r e  s l a p p i n g  
t h e m  o n  t h e  f i n i s h e d  p r o d u c t s  e v e n  t h o u g h  t h e y  w e r e  m a d e  b y  n o n ­
n a t i v e s .

I t ' s  a g a i n s t  s t a t e  l a w  f o r  n o n - n a t i v e s  t o  u s e  t h e  s i l v e r  h a n d



e m b l e m ,  t h e  s t i c k e r  S a r o k a  m e n t i o n e d  o n  t h e i r  a r t  w o r k .  T i n a  L o n g  
w i t h  t h e  s t a t e  D i v i s i o n  o f  E c o n o m i c  D e v e l o p m e n t  c o o r d i n a t e s  t h e  
s i l v e r  h a n d  p r o g r a m .  S h e  s a y s  t h e  D e p a r t m e n t  o f  C o m m e r c e  h a s  a c c e s s  
t o  i n v e s t i g a t o r s  a n d  a t t o r n e y s  t o  p r o s e c u t e  i f  p e o p l e  w o u l d  o n l y  
r e p o r t  a b u s e s .

" I  d o n ' t  t h i n k  t h a t  m a n y  p e o p l e  h a v e  t u r n e d  i n  o t h e r  p e o p l e . "  
S a r o k a  s a y s  f i s h  a n d  w i l d l i f e  i f  a l s o  e a g e r  t o  i n v e s t i g a t e  f r a u d  
c a s e s  a n d  a s k  p e o p l e  t o  c o n t a c t  t h e m  i f  t h e y  k n o w  o f  a n y  
v i o l a t i o n s .

A  1 9 9 0  A m e n d m e n t  b e e f i n g  u p  t h e  F e d e r a l  I n d i a n  A r t s  a n d  C r a f t s  
A c t  w o u l d  e n a b l e  a l l  A m e r i c a n  I n d i a n  T r i b e s  t o  r e g i s t e r  t h e i r  
t r a d e - m a r k s .  U n d e r  t h a t  l a w ,  a n y  m i s r e p r e s e n t a t i o n  i s  s u b j e c t  t o  
s t i f f  c i v i l  a n d  c r i m i n a l  p e n a l t i e s .  B u t  o f f i c i a l s  s a y  i t  m a y  b e  
1 8  m o n t h s  o r  m o r e  b e f o r e  t h e  m a c h i n e r y  i s  s e t  u p  t o  e n f o r c e  t h e  
l a w .  W h e t h e r  i t ' s  t h e  s i l v e r  h a n d  o r  a  t r i b a l  t r a d e - m a r k ,  t h e s e  
p r o t e c t i o n s  f o r  t h e  a r t i s t  a n d  t h e  c o n s u m e r s  a r e  u n l i k e l y  t o  w o r k  
u n l e s s  b o t h  g r o u p s  i n s i s t  u p o n  t h e i r  u s e  a n d  r e p o r t  a n y  f r a u d .  
T h a t  c a l l s  f o r  m o r e  p u b l i c  e d u c a t i o n  a n d  s t a t e  a n d  f e d e r a l  
o f f i c i a l s  s a y  t h a t ' s  a l s o  i n  t h e i r  p l a n s .  F o r  A P R N  i n  A n c h o r a g e ,  
I ' m  D o r e e n  R a n s o m .

G e n u i n e  A l a s k a  N a t i v e  A r t s  a n d  C r a f t s  c a n  b e  s e e n  a t  t h e  A FN  
C o n v e n t i o n  i n  A n c h o r a g e  t h i s  w e e k ,  i t ' s  t h e  l a r g e s t  c o n g r e g a t i o n  
o f  n a t i v e  a r t i s t s  o f  t h e  y e a r  a n d  w e  a s k e d  P h i l l i p  M a t r e c a r d y  t o  
a s k  s o m e  o f  t h e m  w h a t  t h e i r  r e a c t i o n  i s  t o  c o u n t e r f e i t  n a t i v e  a r t .  
H e  r e p o r t s  t h a t  s o m e  o f  t h e m  a r e  c a l l i n g  f o r  t o u g h e r  e n f o r c e m e n t  
o f  e x i s t i n g  f e d e r a l  l a w s  a n d  a  r e a l  e f f o r t  b y  t h e  s t a t e  t o  g e t  
i n v o l v e d .

T a h i t a  A r t s  a n d  C u l t u r a l  g r o u p  h a s  o n e  o f  t h e  w i d e s t  
s e l e c t i o n s  o f  g o o d s  f o r  s a l e  a t  t h e  A F N  C o n v e n t i o n  t h i s  y e a r .  
C h u c k  P a l m e r  s a y s  T a h i t a  s e l l s  o n l y  a u t h e n t i c  n a t i v e  h a n d i c r a f t s .  
P a l m e r  p o i n t s  o u t  t h e  S i l v e r  H a n d  s y m b o l  h a s  h a d  s o m e  l i m i t e d  
s u c c e s s  i n  h e l p i n g  s h o p p e r s  i d e n t i f y  a u t h e n t i c  A l a s k a  N a t i v e  h a n d  
w o r k  a n d  i n  d e t e r r i n g  c o u n t e r f e i t e r s .  " T h e y  t r y  t o  c o p y  i **  a n d  
s t e e l  d i f f e r e n t  i d e a s  f r o m  o t h e r  p e o p l e . . . ? "  W h e n  h e  h e a r  
c o u n t e r f e i t e r s  h a d  b e e n  u s i n g  t h e  s i l v e r  h a n d  t o  d e f r a u d  c u s t c  
P a l m e r  c o n c l u d e d  m o r e  l a w  e n f o r c e m e n t  i s  n e e d e d .  T h e  p r o b l e m  i s  
e n f o r c i n g  i t ,  y o u  c a n  h a v e  a l l  t h e  l a w s  y o u  w a n t ,  b u t  u n l e s s  y o u  
h a v e  s o m e o n e  t h e r e  t o  e n f o r c e  t h e  l a w ,  i t  d o e s n ' t  d o  n o  g o o d .  S o ,  
w e  j u s t  h a v e  t o  g e t  m o r e  i n v e s t i g a t o r s  t h e r e  c h e c k i n g  o u t  a n d  t r y  
t o  a r r e s t  t h e s e  p e o p l e  t h a t  a r e  c o u n t e r f e i t i n g  A l a s k a n  n a t i v e  
h a n d i c r a f t s .  P a l m e r  t h i n k s  t h e  F e d e r a l  G o v e r n m e n t s  e f f o r t s  t o  
r e g u l a t e  t h e  i v o r y  t r a d e  m a y  b e  s u f f i c i e n t .  T h e  s t a t e  c o u l d  b e  m o r e  
t o  s t o p  c o u n t e r f e i t i n g  i n  h i s  o p i n i o n ,  b u t  h e  d o u b t s  i t  w i l l .  " T h e  
F e d e r a l  G o v e r n m e n t  h a s  s o m e  c o n t r o l  o v e r ,  b u t  t h e  s t a t e  o f  A l a s k a ,  
t h e r e ' s  a  l o t  m o r e  p e o p l e  u p  h e r e  a n d  t h e y  c o u l d  d o  a  l o t  b e t t e r  
j o b  o f  e n f o r c i n g  i t  i f  t h e y ' d  p u t  f o r t h  t h e  e f f o r t ,  I  c a n ' t  s e e  t h e  
s t a t e  o f  A l a s k a  p u t t i n g  f o r t h  t h e  e f f o r t  r i g h t  n o w ,  n o t  w i t h  W a l l y



H i c k e l  i n  t h e r e .  C h a r l o t t e  D o f f e t t  o r i g i n a l l y  f r o m  F o r t  Y u k o n ,  w h o  
n o w  l i v e s  i n  W a s i l l a  d o e s  b e a d  w o r k ,  c o m b i n e d  w i t h  s e a l  f u r  a n d  
m o o s e  s k i n ,  l i n x  a n d  b e a r  c l a w s ,  a n d  w a l r u s  t e e t h .  S h e  s a y s  A s i a n  
i m i t a t i o n  t o u r i s t  g o o d s  h a v e  h u r t  A l a s k a  N a t i v e  A r t i s t s  i n  r e c e n t  
p a s t .  " T h e y  d i d  a  l o t  o f  d a m a g t , f r o m  H o n g  K o n g  a n d  a l l  t h i s  
s t u f f ,  t h e y  a l r e a d y  d i d  a  l o t  o f  d a m a g e  t o  n a t i v e  p e o p l e  a n d  E s k i m o  
p e o p l e  h e r e  i n  A l a s k a  f r o m  i m p o r t i n g  a l l  t h e s e  d i f f e r e n t  f a k e  s t u f f  
a n d  n o w  d a y s  y o u  c a n ' t  e v e n  b u y  i v o r y  b e c a u s e  y o u  d o n ' t  k n o w  
w h e t h e r  y o u ' r e  b u y i n g  p l a s t i c .

A n o t h e r  b e a d  w o r k e r ,  S a l i n a  A l e x a n d e r  f r o m  F o r t  Y u k o n  t h i n k s  
m o s t  c o u n t e r f e i t  w o r k  c o u l d  b e  d e t e c t e d  b y  d i s c e r n i n g  b u y e r s .  T o  
me  i t ' s  o f f e n s i v e  w h e n  I  s e e  i t  b e c a u s e  t h e y  c o p y ,  b u t  i f  y o u  l o o k  
a t  i t  c l o s e ,  y o u  c a n  t e l l  t h e  q u a l i t y  i s n ' t  t h e  s a m e ,  a  l o t  o f  i t  
i s  m a c h i n e - m a d e  a n d  y o u  c o u l d  e a s i l y  s e e  t h e  t h r e a d  o r  s o m e t h i n g  
l i k e  t h a t .  A  l o t  o f  p e o p l e  d o  g e t  f o o l e d  a n d  t h a t ' s  t o o  b a d  y a  
k n o w ,  I  t h i n k  i t ,  m a y b e  i t  d o e s  c u t  i n t o  o u r  b u s i n e s s ,  b u t  I  d o n ' t  
s e e  i t  p e r s o n a l l y  r i g h t  n o w .

M o s t  o t h e r  a r t i s t s  a t  t h e  A F N  C o n v e n t i o n  e i t h e r  h a d  n o t  h e a r d  
a b o u t  c o u n t e r f e i t i n g  o r  d i d  n o t  t h i n k  i t  a f f e c t e d  t h e m  p e r s o n a l l y .  
T h o s e  w h o  h a d  a n  o p i n i o n  f e l t  l i k e  t h e  p e o p l e  o f  T a h i t a  t h a t  
e x i s t i n g  l a w s  c o u l d  h a n d l e  t h e  p r o b l e m  i f  t h e r e  w a s  m o r e  l a w  
e n f o r c e m e n t .

I ' m  P h i l l i p  M a t r i c a r d i .

T r a n s c r i p t i o n  f r o m  N a t i o n a l  N a t i v e  N e w s ,  G a r y  F i f e  ( ? )  . . . .

T h i s  i s  N a t i o n a l  N a t i v e  N e w s ,  I ' m  G a r y  F i f e ,  N a t i v e  A r t  m e a n s  
b i g  b u c k s  t h e s e  d a y s ,  i t ' s  e s t i m a t e d  t h a t  t h e  n a t i v e  a r t  m a r k e t  
b r i n g s  i n  a s  m u c h  a s  8 0 0 - m i l l i o n  d o l l a r s  a  y e a r ,  b u t  s t u d i e s
i n d i c a t e  t h a t  a s  m u c h  a s  1 / 5  o f  t h a t  i s  b e i n g  s i p h o n e d  o f f  b y
i m p o r t e d  i m i t a t i o n s .

T h e r e ' s  n o  s h o r t a g e  o f  d o m e s t i c  c o u n t e r f e i t e r s  e i t h e r .  A s  
D o r e e n  M a n s o n  r e p o r t s  f r o m  A n c h o r a g e ,  A l a s k a  s o m e  d e a l e r s  f i n d  t h e  
p r o f i t  m a r g i n  i s  f a t t e r  w h e n  t h e y  c u t  t h e  n a t i v e s  o u t  o f  n a t i v e  
a r t s .

T h e r e ' s  m o r e  m o n e y  t h a n  e v e r  b e f o r e  t o  b e  m a d e  f r o m  t h e  a r t s  
a n d  c r a f t s  o f  n a t i v e  A m e r i c a n s  A n n  M i l l a l o w r a a k e m a  o f  t h e  H o p i  a r t s  
a n d  c r a f t s  c o o p  i n  S e c o n d  M e s a ,  A r i z o n a  s a y s  t h a t  m e a n s  t e m p t a t i o n .  
" I t ' s  r e a l l y  p o p u l a r  a n d  e v e r y b o d y  w a n t s  t o  g e t  a  b i t  o f  t h a t  p i e ,  
s o  p e o p l e  a r e  r e a l l y  m a k i n g  a  l o t  o f  f a k e  s t u f f  t o  g e t  i n t o  t h i s  
m a r k e t .  T h a t  c o u n t e r f e i t i n g  c a n  i n v o l v e  t h e  i l l e g a l  u s e  o *

m a t e r i a l s  r e s t r i c t e d  t o  n a t i v e s .  I t  c a n  a l s o  i n v o l v e  m a s s - p r o d u c i n g  
s o m e o n e  e l s e ' s  a r t i s t i c  i d e a .  T h e  d e c e p t i o n  c h e a t s  b o t h  n a t i v e  
a r t i s t s  a n d  a r t  b u y e r s .  I t  a l s o  i n f u r i a t e s  t h o s e  i n  t h e  b u s i n e s s  
o f  m a r k e t i n g  t h e  a r t .  D e a l e r s  o f t e n  n o t e  w h o  t h e  m a j o r
c o u n t e r f e i t e r s  a r e  b u t  t h e y ' r e  r e l u c t a n t  t o  t a l k  f o r  f e a r  o f  l e g a l  
a c t i o n  a n d  d a m a g e  t o  t h e i r  r e p u t a t i o n s .  O n e  d e a l e r  w h o  d i d n ' t  w a n t  
t o  b e  i d e n t i f i e d  w a s  w i l l i n g  t o  t e l l  h o w  s h e  f o u n d  o u t  s o m e  f a k e s  
h a d  m a d e  t h e i r  w a y  i n t o  h e r  o l d  a n d  w e l l  r e s p e c t e d  e a s t  c o a s t



g a l l e r y .  S h e  s a y s  a  t r a d e r  c a m e  i n  w h o  w a s  f a m i l i a r  w i t h  t h e  w o r k  
o f  n a t i v e  c a r v e r s  o n  S t .  L a w r e n c e  I s l a n d  i n  t h e  B e r i n g  S e a  o f f  t h e  
C o a s t  o f  A l a s k a .  T h e  m a n  w a s  p u z z l e d  b y  t h e  n a m e  h e  s a w  o n  a  
s c u l p t u r e  a l l e g e d  t o  b e  f r o m  t h e  i s l a n d ,  " a n d  h e  s a i d  t h e  s p e l l i n g  
o f  J r .  S l o o k n o w ' s  n a m e  w a s  i n c o r r e c t ,  a n d  a l s o  h e ' d  n e v e r  s e e n  J r .  
w o r k i n g  i n  s o a p - s t o n e  b e f o r e ,  h e ' d  o n l y  w o r k e d  i n  i v o r y .  A  l i t t l e  
r e s e a r c h  c o n v i n c e d  t h e m  b o t h  t h a t  J r .  S n o o k l o w  w a s  a n  i n v e n t i o n  
p a t t e r n e d  a f t e r  J r .  S l o k o ,  t h e  S t .  L a w r e n c e  i v o r y  c a r v e r .  T h e  
d e a l e r  w h o  h a d  b r o u g h t  t h e  w o r k  i n  s u b s e q u e n t l y  d e n i e d  a n y  f r a u d  
b u t  o f f e r e d  n o  p r o o f  o f  a u t h e n t i c i t y .

T h e  g a l l e r y  m a n a g e r  r e t u r n e d  a l l  h i s  p i e c e s  t o  h i m  a n d  r e f u s e s  
t o  d o  b u s i n e s s  w i t h  h i m  a g a i n .  I t ' s  h a r d  t o  b e l i e v e  t h e  s i m i l a r i t y  
i n  t h e s e  a r t i s t s  n a m e s  i s  c o i n c i d e n t a l ,  t h e r e  a r e  f e w e r  t h a n  a  
t h o u s a n d  p e o p l e  o n  t h e  i s l a n d .  T h e  a r t i s t s  t h e r e  a r e  w e l l  k n o w n  
t o  v i s i t i n g  t r a d e r s  a n d  t o  e a c h  o t h e r .  B e s i d e s  s a y s  Y u p i k  c a r v e r  
J r .  S l o k o ,  t h e r e ' s  n o  s o a p s t o n e  a n d  n o  s o a p s t o n e  c a r v e r  o n  S t .  
L a w r e n c e  I s l a n d .  S l o k o  s a y s  h e  t h i n k s  i t ' s  a  s h a m e  t h a t  a r t  b u y e r s  
a r e  b e i n g  d e c e i v e d .  " I ' m  s o r r y  f o r  t h e  c u s t o m e r s  m o s t l y  t h a t  
t h e y ' r e  g e t t i n g  r i p p e d  o f f . "  A l a s k a  i v o r y  t r a d e r  T o m  F i n n e g a n  w a s  
a l s o  a n g e r e d  b y  t h e  w o r k  o f  s o - c a l l e d  J r .  S n o o k l o w .  H e  s p o t t e d  i t  
l a s t  y e a r  i n  a  S e a t t l e  s h o p ,  N o r t h w e s t  t r i b a l  a r t  o w n e d  b y  a  
V:  a t n a m e s e  n a m e d  K n o c k  L e e ,  i n  t h a t  s h o p  a n d  i n  t w o  o t h e r  s h o p s  i n  
A l a s k a ,  F i n n e g a n  s a y s  h e  a l s o  s a w  a  s m a l l  i v o r y  m a s k  h e  t o o k  t o  b e  
t h e  w o r k  o f  I n u p i a t  c a r v e r  E u g e n e  T i a l a n a  o f  A n c h o r a g e ,  b u t  
F i n n e g a n  s a y s  e v e n  b e f o r e  h e  s a w  t h e  n a m e  o n  t h e  m a s k ,  h e  r e a l i z e d  
t h e y  w e r e n ' t  a u t h e n t i c .

" W h e n  y o u  g e t  u p  c l o s e  t h e r e ' s  t w o  t h i n g s  t h a t  s e p a r a t e  i t .  
F o r  o n e  t h i n g  t h e  w o r k  i s  n o t  a s  g o o d ,  a n o t h e r  t h i n g  i n s t e a d  o f  
u s i n g  l i t t l e  i v o r y  r o d s  t o  a t t a c h  t h e s e  m a s k s  t o  t h e  b a l e e n  p o s t ,  
t h e y  u s e  w h a t  a p p e a r s  t o  b e  b r a s s .  T h e  c a r v e r s  n a m e  w a s  E d d i e  
S i n g h o k ,  a n d  i t ' s  n o  w o n d e r  t h a t  h e  d i d n ' t  u s e  i v o r y  a s  T i a l a n a  
d o e s ,  S i n g h o k  i s  r e a l l y  t h e  s h o p  o w n e r  K n o c k  L e e .  U . S .  F i s h  a n d  
W i l d l i f e  o f f i c i a l s  s a y  h e  w a s  c o n v i c t e d  i n  1 9 8 7  f o r  p o s s e s s i o n  o f  
r a w  i v o r y  b y  a  n o n - n a t i v e .  L e e  w o u l d n ' t  a g r e e  t o  a  t a p e d  
i n t e r v i e w ,  b u t  w h e n  a s k e d  h o w  t h e  l a r g e  a m o u n t  o f  E d d i e  S i n g h o k  
w o r k  s e e n  i n  h i s  s h o p  c o u l d  p o s s i b l y  b e  p r o d u c e d  b y  o n e  a r t i s t ,  h e  
a d m i t t e d  i t  w a s  t h e  w o r k  o f  a  t e a m .  T h a t  t e a m  r a r e l y  i n c l u d e s  
n a t i v e s  s a y s  L e e  b e c a u s e  t h e y  d o n ' t  s t a y  l o n g .  L e e  s a y s  h e  c a n ' t  
g e t  e n o u g h  n a t i v e  a r t  t o  f e e l  h i s  s h o p ,  r . e  s a y s  h e  u n d e r s t a n d s  
t r i b a l  a r t  a n d  s e e s  n o t h i n g  w r o n g  w i t h  w h f . t  h e ' s  d o i n g .  D o e s  i t  
h a v e  t o  b e  t r i b a l  p e o p l e  t o  b e  t r i b a l  a r t  h e  a s k s ?  T h e  
m i s r e p r e s e n t a t i o n  o f  w o r k  a s  b e i n g  I n d i a n  p r o d u c e d  i s  a g a i n s t  
f e d e r a l  l a w ,  b u t  r e g u l a t i o n s  t o  i m p l e m e n t  t h e  1 9 9 0  l a w  h a v e  y e t  t o  
b e  p u b l i s h e d .  I n  t h e  m e a n t i m e ,  l e g i t i m a t e  d e a l e r s  r e c o m m e n d  t h a t  
b u y e r s  a s k  t h e  s e l l e r  t o  w r i t e  t h e  n a m e  o f  t h e  a r t i s t  a n d  t h e  t r i b e  
o n  t h e  s a l e s  s l i p .  S o m e  w h o  l o v e  n a t i v e  a r t  m a y  a l s o  d e v e l o p  t h e  
k i n d  o f  i n s t i n c t  t h a t  s e r v e s  A l a s k a  t r a d e r  T o m  F i n n e g a n .  I n  h i s  
o p i n i o n  t h e  f a k e s  a l l  h a v e  o n e  t h i n g  i n  c o m m o n .  E v e r y  p i e c e  t h a t  
I ' v e  s e e n ,  t h e y  a r e  n o t  a s  g o o d  a s  t h e  o r i g i n a l s .  I  t h i n k  p r o b a b l y  
b e c a u s e  i t  l a c k s  w h a t  y o u  w o u l d  c a l l  t h e  s p i r i t .

F o r  N a t i o n a l  N a t i v e  N e w s  i n  A n c h o r a g e ,  A l a s k a ,  I ' m  D o r e e n  R a n s o m .
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I  r e s p e c t i v e l y  r e q u e s t  t h a t  H B  5 3 6 ,  a  b i l l  " t o  p r o m o t e  e c o n o m i c  
d e v e l o p m e n t  b y  p r o v i d i n g  f o r  t h e  l i c e n s i n g  a n d  r e g u l a t i o n  o f  
b u s i n e s s  a n d  i n d u s t r i a l  d e v e l o p m e n t  c o r p o r a t i o n s , "  b e  s c h e d u l e d  
f o r  h e a r i n g  b e f o r e  t h e  H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e ,  a t  y o u r  
e a r l i e s t  c o n v e n i e n c e .  I  h a v e  a t t a c h e d ,  f o r  y o u r  r e v i e w ,  a  c o p y  
o f  H B  5 3 6  a n d  a  s e c t i o n a l  s u m m a r y .

Y o u r  p r o m p t  r e s p o n s e  i s  a p p r e c i a t e d .  I f  y o u  h a v e  a n y  q u e s t i o n s ,  
p l e a s e  f e e l  f r e e  t o  c o n t a c t  m e ,  o r  C a r e n  R o b i n s o n  o f  m y  s t a f f ,  a t  
X 3 8 7 5 .
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CS FOR SPONSOR SUBSTITUTE FOR HOUSE BELL NO. 536 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA 
SEVENTEENTH LEGISLATURE - SECOND SESSION

B Y

O ffe red :
Referred:

Sponsors): R E P R E S E N T A T I V E  B J D A V I S

A BELL 
FOR AN ACT ENTITLED

1 "An Act relating to certain business development corporations; and providing for an
2 effective date."
3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
4 * Section 1. AS 10 is amended by adding a new chapter to read:
5 CHAPTER 13. BIDCOS.
6 ARTICLE 1. PURPOSES AND LICENSING.
7 Sec. 10.13.010. PURPOSES. The purposes of this chapter are to
8 (1) promote economic development by encouraging the formation of BIDCOS to
9 help meet the financing assistance and management assistance needs of businesses in the state;

10 (2) establish a system of licensing, regulation, and enforcement to enable a
11 BEDCO to satisfy the.eligibility requirements for participating in programs that further the

i!12 purposes of the BEDCO; .. J
13 (3) encourage capital sources to invest in and lend money to BIDCOS by ^

'(.*514 providing for BIDCOS a system of licensing, regulation, and enforcement designed to prevent • 1
C - % #
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X fraud* conflict of interest, and mismanagement, and to promote competent management, accurate
2 record keeping, and appropriate communication with shareholders;
3 (4) safeguard the general reputation of BIDCOS in order to increase the
4 confidence of prospective equity investors in and prospective debt sources for BIDCOS.
5 Sec. 10.13.020. QUALIFICATIONS FOR BEDCO LICENSE. The department shall issue
6 a license to operate as a BEDCO to a corporation that is incorporated under AS 10.06, 6r that has
7 been issued a certificate of authority under AS 10.06 to transact business in the state, and that
8 submits an application to the department, if the department determines that
9 (1) the applicant has the net worth required under AS 10.13.040;

10 (2) the directors, officers, and controlling persons of the applicant satisfy the
11 criteria under AS 10.13.050;
12 (3) it is reasonable to believe that the corporation will comply with this chapter,
13 (4) the applicant has a reasonable promise of being a viable, ongoing BEDCO
14 satisfying the basic objectives of the corporation’s business plans, and achieving long-term
15 financial success.
16 Sec. 10.13.030. APPLICATION PROCEDURE. When applying for a license, an
17 applicant shall provide the information in the form required by the department. The information
18 must include information on the directors, officers, and controlling persons of the applicant, the
19 applicant’s business plan, including at least 10 years of detailed financial projections and other
20 relevant information, and additional information considered relevant by the department.
21 ' Sec. 10.13.040. REQUISITE NET WORTH, (a) In order to receive a license, an
22 applicant must demonstrate to the satisfaction of the department that the applicant has raised
23 sufficient capital so that
24 (1) the net worth of the BEDCO is expected to be adequate, in the contextof its
25 business plan, to support the BEDCO’s management team and to achieve an appropriate spreading
26 of the risk involved in the BIDCO’s providing of financing assistance; and
27 (2) the BEDCO has a reasonable promise of being a viable, ongoing BEDCO,
28 satisfying the basic objectives of its business plan and achieving long-term financial success.
29 (b) Unless the BIDCO receives a loan under AS 37.17.200 - 37.17.390, the department
30 may not establish a minin m net worth for a BIDCO under this section of less than $1,500,000.
31 If the BEDCO, as part of its initial capitalization, receives a loan under AS 37.17.200 - 37.17.390,
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1 the minimum net worth of the BIDCO may be $500,000, excluding organization costs paid for
2 or owed by the BEDCO.
3 Sec. 10.13.050. CRITERIA FOR DIRECTORS, OFFICERS, AND CONTROLLING
4 PERSONS, (a) A license may only be issued if the department determines that each director,
5 officer, and controlling person of the applicant is
6 (1) of good character and sound financial standing;
7 (2) competent to perform the director’s or officer’s functions for the applicant;
8 and
9 (3) when considered collectively with the other directors, officers, and controlling

10 persons, adequate to manage the business of the applicant as a BEDCO.
11 (b) The department may determine that a director, officer, or controlling person of an
12 applicant is not of good character. Bases the department may use to make that determination
13 include proof that the director, officer, or controlling person, or a director or officer of a
14 controlling person has
15 (1) had an administrative sanction imposed under 31 U.S.C. 3801 - 3812 (Program
16 Fraud Civil Remedies Act of 1986) for an offense under 15 U.S.C. 645; or
17 (2) been convicted of a crime involving fraud or dishonesty, including a
18 conviction for an offense under 15 U.S.C. 645; in this paragraph, "conviction" includes a
19 conviction based on a guilty plea or plea of nolo contendere.
20 Sec. 10.13.060. DETERMINATION OF FUTURE NONCOMPLIANCE. The department
21 may determine that it is not reasonable to believe that an applicant would comply with this
22 chapter if licensed. Bases the department may use to make that determination include proof that
23 the applicant has been convicted of a crime involving fraud or dishonesty, including a conviction
24 based on a guilty plea or plea of nolo contendere. • —
25 Sec. 10.13.070. DENIAL OF APPLICATION. If the department denies a license the
26 department shall provide the applicant with a written statement explaining the reasons for the
27 denial.
28 Sec. 10.13.080. DISPLAY OF LICENSE. A licensee shall post the license in a
29 conspicuous place in the licensee’s principal office.
30 Sec. 10.13.090. TRANSFER OR ASSIGNMENT OF LICENSE PROHIBITED. A
31 licensee may not transfer or assign its license. /•.
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1 Sec. 10.13.100. SURRENDER OF LICENSE, (a) Upon approval by a two-thirds vote
2 of its board of directors and after complying with (b) and (c) of this section, a licensee may apply
3 to the department to have the department accept the surrender of the licensee’s license. If the
4 department determines that the requirements of this section have been satisfied, the department
5 shall approve the application unless the department determines that the purpose of the application
6 is to evade a current or prospective action by the department under AS 10.13.700 - 10.13.830.
7 (b) Not less than 60 days before filing an application under (a) of this section, a licensee
8 shall notify all of its shareholders and creditors of its intention to file the application. Each
9 creditor shall be notified of the right to comment to the department. Each shareholder shall be

10 notified of the right to file with the licensee an objection to the proposed surrender of the license
11 within the 60-day period and shall be advised that, if the shareholder files an objection, the
12 shareholder may also send a copy of the objection to the department.
13 (c) If shareholders representing 20 percent of the outstanding voting securities of the
14 licensee file an objection with the licensee, the licensee may not proceed with the application
15 unless the application is approved by a vote of shareholders representing two-thirds of the
16 outstanding voting securities of the licensee.
17 ARTICLE 2. CORPORATE MATTERS.
18 Sec. 10.13.120. CORPORATE NAME, (a) The corporate name of a licensee must
19 include the word "BIDCO." A licensee may not transact business under a name other than its
20 corporate name.
21 (b) Before being issued a license, a corporation that proposes to apply for a license or
22 that applies for a license may perform, under a name that indicates that the corporation is a
23 corporation licensed under this chapter, the acts necessary to apply for and obtain a license and
24 otherwise prepare to begin business as a licensee. The corporation may not represent-that it is
25 a licensee until after the license has been obtained.
26 Sec. 10.13.130. BOARD OF DIRECTORS, (a) The board of directors of a licensee
27 must have at least seven directors.
28 (b) The board of directors shall hold at least one meeting each calendar quarter.
29 Sec. 10.13.140.’ NOTICE OF OFFICER AND DIRECTOR CHANGES. Within 30 days
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(1) the death, resignation, or removal of a director or officer,
(2) the election of a director; or
(3) the appointment of an officer.

Sec. 10.13.150. DIVIDENDS, (a) A licensee may not pay or obligate itself to pay a 
cash dividend or dividend in kind to the licensee’s shareholders unless the payment is consistent 
with a dividend policy that has been adopted by the licensee and approved by the department.

(b) When approving dividend policies under this section, the department shall consider 
the special characteristics of BIDCOS and the diverse range of dividend policies that are 
potentially appropriate for a BIDCO and that would protect the licensee against unsafe or 
unsound acts that could threaten the viability of the licensee as an ongoing BIDCO by eroding 
its capital base.

(c) The department may at any time withdraw a previous approval of a dividend policy 
if the department determines that the withdrawal is necessary to prevent unsafe or unsound acts.

Sec. 10.13.160. STOCK BUY-BACK. A licensee may not buy back or obligate itself 
to buy back a share of equity interest from a shareholder without the prior approval of the 
department.

ARTICLE 3. TRANSACTION OF BUSINESS.
Sec. 10.13.170. OFFICES, (a) A licensee shall maintain at least one office in this state.
(b) A licensee may not maintain an office outside this state.
(c) The location of each office of a licensee shall be reasonably accessible to the public.
(d) A licensee shall post in a conspicuous place at each of the licensee’s offices a sign 

that bears the corporate name of the licensee.
(e) If a licensee establishes, relocates, or closes an office, the licensee shall give the 

department written notice within 30 days of the event.
Sec. 10.13.180. BUSINESS OF LICENSEE. A licensee may not engage in a business 

other than providing financing assistance and management assistance to businesses.
Sec. 10.13.190. GENERAL POWERS. In addition to the other powers given by this 

chapter and the powers conferred on the licensee by the laws under which it is incorporated that 
are not inconsistent with this chapter, a licensee may

(1) borrow money and otherwise incur indebtedness for the licensee’s purposes, 
including the issuing of corporate bonds, debentures, notes, and other evidence of indebtedness;
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1 a licensee’s indebtedness may be secured or unsecured, and may involve equity features,
2 including provisions for conversion to stock and warrants to purchase stock;
3 (2) make contracts;
4 (3) incur and pay necessary and incidental operating expenses;
5 (4) purchase, receive, hold, lease, acquire, sell, convey, mortgage, pledge, or
6 otherwise acquire or dispose of real or personal property, and the rights and privileges that are
7 incidental and appurtenant to the transactions, if the real or personal property is for the licensee’s
8 use in operating the licensee’s business or if the real or personal property is acquired by the
9 licensee from time to time in satisfaction of debts or the enforcement of obligations;

10 (5) make donations for charitable, educational, research, or similar purposes;
11 (6) provide financing assistance and management assistance to businesses and
12 establish the terms and conditions of the assistance;
13 (7) implement a reasonable and prudent policy for conserving and investing the
14 licensee’s money before the money is used to provide financing assistance to business or to pay
15 the expenses of the licensee;
16 (8) exercise the incidental powers mat are necessary, convenient, or reasonably
17 related to providing financing assistance and management assistance to businesses.
18 Sec. 10.13.200. FINANCING ASSISTANCE FORM, TERMS, AND CONDITIONS. A
19 licensee may determine the form, terms, and conditions for the financing assistance that it will
20 provide.
21 Sec. 10.13.210. FINANCING ASSISTANCE ALLOWED. The financing assistance that
22 a licensee may provide includes
23 (1) loans;
24 (2) purchase of debt instruments;
25 (3) straight equity investments including the purchase of common stock or
26 preferred stock;
27 (4) debt with equity features including warrants to purchase stock, convertible
28 debentures, or receipt of a percent of net income or sales;
29 (5) royalty-based financing;
30 (6) debt guarantees;
31 (7) property leasing. •
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1 Sec. 10.13.220. PARTICIPATION IN GOVERNMENTAL PROGRAMS, (a) A licensee
2 may participate in a federal, state, or local government program for which the licensee is eligible
3 and that has as the program’s function the provision or facilitation of financing assistance or
4 management assistance to businesses.
5 (b) If a licensee participates in a program referred to in (a) of this section, the licensee
6 shall comply with the requirements of the program.
7 Sec. 10.13.230. SCOPE OF MANAGEMENT ASSISTANCE. When providing
8 management assistance, a licensee may provide management advice, management services,
9 technical advice, and technical services.
10 Sec. 10.13.240. LIMITATION TO PURPOSES OF BUSINESS. Financing assistance
11 and management assistance provided by a licensee to a business may only be for the business
12 purposes of the business.
13 Sec. 10.13.250. CONTROL OF OTHER BUSINESSES. A licensee may not hold control
14 of another business, except as provided under AS 10.13.260 - 10.13.280. In this section,
15 "licensee" includes the licensee in concert with a director, officer, controlling person, or affiliate
16 of the licensee.
17 Sec. 10.13.260. CONTROL OF ASSISTED BUSINESS, (a) A licensee that has
18 provided financing assistance to a business may acquire and hold control of the business to the
19 extent it becomes necessary to protect the licensee’s interest as a creditor of, or investor in, the
20 business.
21 (b) Unless the department approves a longer period, a licensee holding control of a
22 business under this section shall divest itself of the control as soon as practicable, or within five
23 years after acquiring the interest, whichever is sooner.
24 (c) Within 30 days after a licensee exercises its authority to acquire and hold control of
25 a business under this section, the licensee shall notify the department of the action. The
26 notification must include the reasons why it is necessary for the licensee to acquire and hold
27 control of the business and the length of time the licensee anticipates that it may be necessary
28 to hold control of the business.
29 Sec. 10.13.270.' CONTROL OF BUSINESS PROVIDING FINANCING ASSISTANCE
30 AND MANAGEMENT ASSISTANCE. With the approval of the department, a licensee may
31 acquire and hold control of another business that is engaged only in the business of providing

- • •
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1 financing assistance and management assistance to businesses.
2 Sec. 10.13.280. CONTROL OF OTHER BUSINESSES, (a) With the approval of the
3 department, a licensee may acquire and hold control of a business not otherwise allowed under
4 AS 10.13.250 - 10.13.270.
5 (b) The department may not approve an application under (a) of this section unless the
6 department determines that
7 (1) the acquisition and control will not cause the amount of the licensee’s
8 investments in businesses covered by this section to exceed 15 percent of the assets of the
9 licensee; and

10 (2) in the department’s judgment the approval will promote the purposes of this
11 chapter.
12 (c) An approval under (a) of this section may not be for a period of more than three
13 years, unless the department determines that a longer period is necessary and consistent with the
14 purposes of this chapter.
15 Sec. 10.13.285. "HOLD CONTROL" DEFINED. In AS 10.13.250 - 10.13.280, "hold
16 control" means to directly or indirectly own, of record or beneficially, 50 percent or more of a
17 business’s outstanding voting equity interests.
18 Sec. 10.13.290. BUSINESS PRACTICE STANDARD, (a) A licensee shall transact its
19 business in a safe and sound manner and shall maintain itself in a safe and sound condition.
20 (b) In determining whether a licensee is transacting business in a safe and sound manner,
21 the department may not consider the risk of providing financing assistance to a business, unless
22 the department determines that the risk is great enough to demonstrate gross mismanagement
23 when compared with the return that can be realistically expected.
24 (c) Notwithstanding the other provisions of this section, the department may -_
25 (1) if the amount of the financing assistance is unduly large in relation to the total
26 assets or the total shareholder equity of the licensee, determine that a licensee’s financing
27 assistance to a single business or group of affiliated businesses violates (a) of this section or
28 constitutes an unsafe or unsound act;
29 (2) require that a licensee maintain a reserve in the amount of anticipated losses;
30 (3) require that a licensee have in effect a written financing assistance policy
31 approved by the licensee’s board of directors, including credit evaluation and other matters; the

WORK DRAFT WORK DRAFT WORK DRAFT

CSSSHB 536( ) -8- . .
New Text Underlined (DELETED TEXT BRACKETED]



1 department may not require that a licensee adopt a financing assistance policy that contains
2 standards that prevent the licensee from exercising needed flexibility in evaluating and structuring
3 financing assistance to businesses on an individual basis.
4 Sec. 10.13.300. DISCLOSURE OF POTENTIAL CONFLICT OF INTEREST. A person
5 shall disclose a potential conflict of interest that occurs in a transaction in the financing
6 documents of the transaction or, if the transaction does not involve financing assistance, in
7 another appropriate document, if the person
8 (1) participates in a decision of a licensee relating to the transaction; and
9 (2) knows of a potential conflict of interest involving the transaction.
10 Sec. 10.13.310. POTENTIAL CONFLICTS OF INTEREST DEFINED, (a) In
11 AS 10.13.300, licensee transactions that involve a potential conflict of interest include
12 (1) providing financing assistance to a principal shareholder of the licensee, to a
13 person controlled by a principal shareholder of the licensee, or to a director, officer, partner,
14 relative, controlling person, or affiliate of a principal shareholder of the licensee;
15 (2) providing financing assistance to a business to which one or more of the
16 following provides or plans to provide contemporaneous financing assistance:
17 (A) a principal shareholder of the licensee;
18 (B) a director, officer, partner, relative, controlling person, or affiliate of
19 a principal shareholder of a licensee;
20 (C) an affiliate of a principal shareholder of a licensee; or
21 (D) a person controlled by a principal shareholder of the licensee;

*•22 (3) providing financing assistance to a business that has or is expected to have
23 a substantial business relationship with another business that has a director, officer, or controlling
24 person who is also
25 (A) a director, officer, or controlling person of the licensee; or
26 (B) the spouse of a director, officer, or controlling person of the licensee;
27 (4) providing financing assistance to a business if the business, or a director,
28 officer, or controlling person of the business contemporaneously has lent or will lend money to
29 an associate of the licensee;
30 (5) providing financing assistance for the purchase of property of an associate or
31 principal shareholder of the licensee;

*•'. »*V̂* -i «
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1 (6) selling or otherwise transferring an asset of the licensee to an associate or
2 principal shareholder of the licensee.
3 (b) In this section, "relative" means a parent, child, sibling, spouse, grandparent,
4 grandchild, nephew, niece, aunt, or uncle, or a relative of the same degree through marriage.
5 Sec. 10.13.320. AUTHORITY OF DEPARTMENT. AS 10.13.310 does not limit the
6 authority of the department to determine that an act involves a conflict of interest and is therefore
7 an unsafe or unsound act
8 ARTICLE 4. MERGERS AND ACQUISITIONS.
9 Sec. 10.13.400. ACQUIRING CONTROL OF A LICENSEE. Except as otherwise

10 provided under AS 10.13.250 - 10.13.280, a person may not acquire control of a licensee without
11 the prior approval of the department.
12 Sec. 10.13.410. APPLICATION TO ACQUIRE CONTROL, (a) The department shall
13 approve an application to acquire control of a licensee under AS 10.13.400 if the department
14 determines that
15 (1) the applicant and the directors and officers of the applicant are of good
16 character and sound financial standing;
17 (2) it is reasonable to believe that the applicant will comply with this chapter, and
18 (3) the plans, if any, of the applicant to make a major change in the business,
19 corporate structure, or management of the licensee are not detrimental to the safety and soundness
20 of the licensee.
21 (b) If, after notice and a hearing, the department determines that the criteria for approval
22 in (a) of this section have not been satisfied, the department shall deny the application.
23 Sec. 10.13.420. DETERMINATIONS, (a) When the department is reviewing an
24 application under AS 10.13.410, the department may determine that an
25 (1) applicant or a director or officer of an applicant is not of good character if the
26 person has been convicted of a crime involving fraud or dishonesty, including a conviction based
27 on a guilty plea or plea of nolo contendere;
28 (2) applicant’s plan to make a major change in the management of a licensee is
29 detrimental to the safety and soundness of the licensee if the plan provides for a person to
30 become a director or officer of the licensee and the person has been convicted of a crime
31 involving fraud or dishonesty, including a conviction based on a guilty plea or plea of nolo
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1 contendere.
2 (b) The conditions described in (a) of this section are not the only conditions upon which
3 the department may determine that an applicant or a director or an officer of an applicant is not
4 of good character or that an applicant’s plan to make a major change in the management of a
5 licensee is detrimental to the safety and soundness of the licensee.
6 Sec. 10.13.430. MERGER. A licensee may not merge with another corporation unless
7 the merger is approved by the department, and, if the licensee is not the surviving corporation,
8 the surviving corporation is a licensee.
9 Sec. 10.13.440. PURCHASE. A licensee may not purchase all or substantially all of the

10 business of another person unless the purchase is approved by the department.
11 Sec. 10.13.450. SALE. A licensee may not sell all or substantially all of the licensee’s
12 business or of the business of an office of the licensee to another person unless the purchaser is
13 a licensee and the sale is approved by the department.
14 Sec. 10.13.460. DEPARTMENT APPROVAL. The department may not approve a
15 merger, purchase, or sale under AS 10.13.430 - 10.13.450 unless the department determines that
16 (1) the merger, purchase, or sale will be safe and sound with respect to the
17 acquiring licensee;
18 (2) upon consummation of the merger, purchase, or sale, it is reasonable to
19 believe that the acquiring licensee will comply with this chapter,
20 (3) the merger, purchase, or sale will not have a major detrimental effect on
21 competition in the providing of financial assistance or management assistance to businesses, or,
22 if there will be a detrimental effect, the merger, purchase, or sale is necessary in the interests of
23 the safety and soundness of a party to the merger, purchase, or sale, or is otherwise, on balance,
24 in the public interest. ---
25 ARTICLE 5. REGULATION, REPORTING, AND EXAMINATION.
26 Sec. 10.13.470. ADMINISTRATION. The department shall administer this chapter. The
27 department may issue orders and may adopt regulations that, in the opinion of the department,
28 are necessary to execute, enforce, and achieve the purposes of this chapter. Adoption of
29 regulations under this chapter is subject to the AS 44.62 (Administrative Procedure Act).
30 Sec. 10.13.480. CONDITIONS OF ORDER OR LICENSE. When the department issues
31 an order or license under this chapter, the department may impose conditions that the department
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1 determines are necessary to carry out the purposes of this chapter.
2 Sec. 10.13.490. DECLARATORY RULINGS. The department may provide to an
3 interested person a declaratory ruling on a provision of this chapter.
4 Sec. 10.13.500. JUDICIAL REVIEW. A final order, decision, license, or other official
5 act of the department under this chapter is subject to judicial review by the superior court under
6 the applicable rules of coutl
7 See. 10.13.510. INVESTIGATIONS. The department may make public or private
8 investigations inside or outside the state that the department considers necessary to determine
9 whether to approve an application for a license, to determine whether a person has violated or

10 is about to violate this chapter, to aid in the enforcement of this chapter, or to aid in issuing an
11 order or adopting a regulation under this chapter.
12 Sec. 10.13.520. INVESTIGATIVE POWERS. For the purposes of an investigation,
13 examination, or other proceeding under this chapter, the department may administer oaths and
14 affirmations, subpoena witnesses, compel the attendance of witnesses, take evidence, and require
15 the production of books, papers, correspondence, memoranda, agreements, and other documents
16 or records that the department considers relevant or material to the proceeding.
17 Sec. 10.13.530. FAILURE TO COMPLY. If a person fails to comply with a subpoena
18 issued by the department under this chapter or to testify with respect to a matter covered by this
19 chapter, the superior court may issue an order requiring the attendance of the person and the
20 giving of testimony or production of evidence.
21 Sec. 10.13.540. SERVICE OF PROCESS. If the department is authorized to make
22 service of process in connection with a noncriminal administrative proceeding under this chapter,
23 the department may make the service by registered or certified mail.
24 Sec. 10.13.550. FEES. A person shall pay the department
25 (1) $2,500 for filing an application for a license;
26 (2) $1,250 for filing an application for approval to acquire control of a licensee;
27 (3) $1,250 for filing an application for approval for a merger, purchase, or sale
28 under AS 10.13.430 - 10.13.460; if two or more applications relating to the same merger,
29 purchase, or sale are filed, the fee for filing each application is the figure resulting from dividing
30 $1,250 by the number of the applications;
31 (4) $2,500 each calendar year at the time established by the department, if the
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1 person is a licensee;
2 (5) a fee established by the department for the examination of a licensee or a
3 subsidiary of a licensee; the department shall base the fee on the number of examiner hours used
4 for the examination and the travel expenses involved; the department shall bill examiner time at
5 a rate between $25 and $40 an hour, the fee shall be paid within 10 days after receiving a
6 statement from the department.
7 Sec. 10.13.560. FEE PAYMENT AND REFUNDS. A fee for filing an application with
8 the department shall be paid at the time the application is filed with the department and is not
9 refundable.

10 Sec. 10.13.570. RECORD AND REPORT REQUIREMENTS, (a) A licensee shall make
11 and keep books, accounts and other records in the form and manner, at the place, and for the
12 period of time that the department establishes by regulation.
13 (b) A licensee, affiliate of a licensee, and a subsidiary of a licensee shall file with the
14 department the reports that the department requires. A report must be in the form and contain
15 the information that the department requires.
16 (c) The department may require by order that a licensee include an asset on the licensee’s
17 books and records at a valuation that represents the current value of the asset
18 (d) Not later than 90 days after the close of the calendar year, or a longer period if
19 established by the department a licensee shall file with the department an audit report containing
20 (1) financial statements, including a balance sheet statement of income or loss,
21 statement of changes in capital accounts, and statement of changes in financial position for, or
22 as of the end of, the calendar year, prepared with an audit by an independent certified public
23 accountant in accordance with generally accepted accounting principles;
24 (2) a report, certificate, or opinion of the independent certified public accountant
25 who performs the audit, stating that the financial statements were prepared in accordance with
26 generally accepted accounting principles; and
27 (3) other information that the department may require.
28 Sec. 10.13.580. RECORDS AND REPORTS KEPT BY OTHERS, (a) If a person other
29 than a licensee makes or keeps all or part of the books, accounts, or other records of the licensee,
30 this chapter applies to the person with respect to the books, accounts, and other records to the
31 same extent as if the person were the licensee.
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1 (b) If a person other than an affiliate or. subsidiary of a licensee makes or keeps all or
2 part of the books, accounts, or other records of the affiliate or subsidiary, this chapter applies to
3 the person with respect to the books, accounts, and other records to the same extent as if the
4 person were the affiliate or subsidiary.
5 (c) If the department considers it expedient, the department may require a licensee to
6 obtain the approval of the department before permitting another person to make or keep all or
7 pan of the books, accounts, or other records of the licensee.
8 Sec. 10.13.590. INFORMATION ON ECONOMIC DEVELOPMENT EFFECT. Each
9 year the department shall publish and provide to the legislature information on the effect of this

10 chapter on promoting economic development in the state. The information must include
11 aggregate statistics on
12 (1) the number and dollar amount of the financing assistance made by licensees
13 to businesses;
14 (2) the number and dollar amount of the financing assistance made by licensees
15 to businesses; the amounts shall be organized into broad categories based on the types of industry
16 involved; the standard industrial classification manual may be used for the categories;
17 (3) the number and dollar amount of the financing assistance made by licensees
18 to minority-owned businesses and to businesses owned by women; and
19 (4) estimates of the number of jobs created or retained
2* Sec. 10.13.600. EXAMINATION OF LICENSEES AND SUBSIDIARIES, (a) The
21 department may at any time examine a licensee or a subsidiary of a licensee. Licensure jnder
22 this chapter constitutes implied consent to examination by the department.
23 (b) The department shall examine a licensee at least once during each calendar year.
24 (c) At the department’s request the following persons shall provide to the department the
25 books, accounts, and records of a licensee or a licensee’s subsidiary and shall otherwise facilitate
26 the department’s examination of the licensee to the fullest extent possible:
27 (1) a director, officer, or employee of a licensee being examined by the
28 department;
2? (2) a director, officer, or employee of a subsidiary of a licensee being examined
30 by the department;
31 (3) a person having custody of the books, accounts, or records of a licensee being
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1 examined by the department;
2 (4) a person having custody of the books, accounts, or records of a subsidiary of
3 a licensee being examined by the department.
4 (d) The department may retain a certified public accountant, attorney, appraiser, or other
5 person to assist the department in the examination of a licensee or a subsidiary of a licensee if
6 the department determines that the assistance is necessary. Within 10 days after receipt of a
7 statement from the department, the licensee being examined shall pay the fees of a person
8 retained by the department under this subsection.
9  A R T I C L E  6. P R O H I B I T E D  A C T I V m E S .

10 Sec. 10.13.610. 3V1ISREPRESENTATION. (a) Except as otherwise provided in
11 AS 10.13.120, a person transacting business in the state who is not a licensee may not knowingly
12 use a name or title that indicates that the person is a BEDCO or otherwise represent that the
13 person is a BIDCO or a licensee.
14 (b) A licensee may not knowingly misrepresent the meaning or effect of its license.
15 Sec. 10.13.620. INSPECTION OR COPYING REFUSAL. A person having custody of
16 all or part of the books, accounts, or other records of a licensee may not knowingly refuse to
17 allow the department, upon request, to inspect or make copies of the records.
18 Sec. 10.13.630. FINANCING ASSISTANCE TO ASSOCIATES OF LICENSEE. A
19 licensee may not directly or indirectly provide financing assistance to an associate of the licensee.
20 Sec. 10.13.640. FINANCING ASSISTANCE TO DISCHARGE OBLIGATION TO
21 ASSOCIATE OF LICENSEE. A licensee may not directly or indirectly provide financing
22 assistance to discharge, or to free money for use in discharging, part or all of an obligation to
23 an associate of the licensee. This section does not apply to a transaction of an associate of a
24 licensee in the normal course of the associate’s business involving a line of credit or financing
25 assistance with a term of not more than five years.
26 Sec. 10.13.650. CONTEMPORANEOUS FINANCING ASSISTANCE, (a) If the terms
27 on which a licensee provides financing assistance to a business are less favorable to the licensee
28 than the terms on which an associate of the licensee provides financing assistance to the business,
29 the licensee may not directly or indirectly provide the assistance to the business within one year
30 before or after the associate provides assistance.
31 (b) If the financing assistance provided by the licensee’s associate is of a different kind

-15- . CSSSHB 536( )
New  Texc Underlined [DELETED TEXT BRACKETEDJ



1 from the financing assistance provided by the licensee, the burden is on rhe licensee to prove that
2 the terms on which the licensee provided the financing assistance were at least as favorable to
3 the licensee as the terms on which the associate provided the assistance.
4 (c) This section does not apply
5 (1) if the associate is a controlling person of the licensee and is also the only
6 shareholder of the licensee;
7 (2) if the associate is a subsidiary of the licensee;
8 (3) to a transaction of an associate of a licensee in the normal course of the
9 associate’s business involving either a line of credit or financing assistance with a term of not

10 more than five years.
11 Sec. 10.13.660. COMPENSATION OF ASSOCIATE, (a) An associate of a licensee
12 may not directly or indirectly recem from a person to whom the licensee provides financing
13 assistance
14 (1) compensation in connection with the providing of the financing assistance; or
15 (2) other things of value for procuring, influencing, or attempting to procure or
16 influence the licensee’s action with respect to providing the financing assistance.
17 (b) This section does not apply to the receipt of fees by an associate of a licensee for
18 bona fide services performed by the associate if
19 (1) the associate, with the consent and knowledge of the person to whom the
20 financing assistance is provided, is designated by the licensee to perform the services;
21 (2) the services are appropriate and necessary under the circumstances;
22 (3) the fees for the services are approved as reasonable by the licensee; and
23 (4) the fees for the services are collected by the licensee, and the licensee pays
24 the associate. .
25 Sec. 10.13.670. EXEMPTIONS, (a) If the department finds that the exemption is in the
26 public interest and that the regulation of the person, transaction, or class is not necessary for the
27 purposes of this chapter, the department may exempt a person or transaction or class of persons
28 or transactions from AS 10.13.630 - 10.13.660.
29 (b) The department may make an exemption under (a) of this section by order or
30 regulation. The exemption may be unconditional or upon specified terms and conditions and for
31 specified periods. ...»
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1 ARTICLE 7. ENFORCEMENT.

2 Sec. 10.13.700. INJUNCTION AND ENFORCED COMPLIANCE. If, in the opinion
3 of the department, a person has violated this chapter, or if there is reasonable cause to believe
4 that a person is about to violate this chapter, the department may bring an action in superior court
5 to enjoin the violation or to enforce compliance with this chapter. Upon a proper showing, a

6 restraining order, preliminary or permanent injunction, or writ of mandamus shall be granted, and
7 a receiver or a conservator may be appointed for the defendant or the defendant’s assets.

8 Sec. 10.13.710. CEASE AND DESIST ORDERS FOR UNLICENSED PERSONS. If
9 the department finds that a person has violated or that there is reasonable cause to believe that
10 the person is about to violate AS 10.13.120(b) or 10.13.610(a), the department may order the

11 person to cease and desist from the violation unless and until the person is issued a license under
12 this chapter.

13 Sec. 10.13.720. CEASE AND DESIST ORDERS FOR VIOLATIONS BY LICENSEES.

14 After notice and a hearing, if the department determines that a licensee or a subject person of a

15 licensee has violated or is violating, or that there is reasonable cause to believe that the licensee
16 or subject person is about to violate this chapter, the department may order the licensee or subject

17 person to cease and desist from the action. The order may require the licensee or subject person

18 to take affirmative action to correct a condition resulting from the action.

19 Sec. 10.13.730. CEASE AND DESIST ORDERS FOR UNSAFE AND UNSOUND

20 ACTS. After notice and a hearing, if the department determines that a licensee or subject person

21 of a licensee has engaged in or that there is a reasonable cause to believe that the licensee or

22 subject person is about to engage in an unsafe or unsound act with respect to the business of the

23 licensee, the department may order the licensee or subject person to cease and desist from the
24 action. The order may require the licensee or subject person to take affirmative action to-correct
25 a condition resulting from the action.

26 Sec. 10.13.740. OTHER CEASE AND DESIST ORDERS. If the department determines

27 that a factor set out in AS 10.13.720 - 10.13.730 is true with respect to a licensee or subject

28 person of a licensee and that the action or violation is likely to cause the. insolvency or

29 substantial dissipation of the assets or earnings of the licensee, is likely to seriously weaken the

30 condition of the licensee, or is likely to otherwise seriously prejudice the interests of the licensee

31 before the completion of proceedings conducted under AS 10.13.720 - 10.13.730, the department
* ' *
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1 may order the licensee or subject person to cease and desist from the action or violation. The
*•%

2 order may require the licensee or subject person to take affirmative action to correct a condition
3 resulting from the action or violation.

4 Sec. 10.13.750. REMOVAL AND SUSPENSION ORDERS IN CASES OF VIOLATION
5 OR BREACH OF DUTY, (a) The department may issue an order removing a subject person
6 of a licensee from office with the licensee and prohibiting the subject person from further

7 participating in any manner in the conduct of the business of the licensee if the department

8 determines after notice and a hearing that

9 (1) the person has violated this chapter or another applicable law, has engaged
10 in an unsafe or unsound act with respect to the business of the licensee, or has engaged in an act

11 that constitutes a breach of the person’s fiduciary duty;

12 (2) the act, violation, or breach of fiduciary duty has caused or is likely to cause

13 substantial financial loss or other damage to the licensee, has seriously prejudiced or is likely to

14 seriously prejudice the interest of the licensee, or the person has received financial gain by reason

15 of the act, violation, or breach of fiduciary duty; and

16 (3) the act, violation, or breach of fiduciary duty involves dishonesty on the part

17 of the person, demonstrates the person’s gross negligence with respect to the business of the

18 licensee, or demonstrates the person’s wilful disregard for the safety and soundness of the

19 licensee.

20 (b) The department may issue an order removing a subject person of the licensee from
21 office with the licensee and prohibiting the subject person from further participating in any

22 manner in the conduct of the business of the licensee, except with the prior consent of the

23 department if, after notice and a hearing, the department determines that, by engaging or

24 participating in an act with respect to a financial or other business institution that resulted in

25 substantial financial loss or other damage, the subject person of a licensee demonstrated

26 (1) dishonesty or a wilful or continuing disregard fr. the safety and soundness

27 of the financial or other business institution; and . •

28 (2) unfitness to continue as a subject person of the licensee or to participate in

29 conducting the business of the licensee.

30 (c) The department may immediately issue an order suspending a subject person of a

31 licensee from the person’s office, if any, with the licensee and prohibiting the subject person
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1 from further participating in any manner in the conduct of the business of the licensee except
2 with the consent of the department, if the department determines that

3 (1) the factors in (a) or (b) of this section are true with respect to the person; and

4 (2) an immediate order is necessary to protect the interests of the licensee or the
5  p u b lic .

6 (d) In this section, "office" means, when used with respect to a licensee, the position of

7 director, officer, or employee of the licensee or of a subsidiary of the licensee.
8 Sec. 10.13.760. REMOVAL AND SUSPENSION ORDERS IN CASES OF
9 INDICTMENT OR CONVICTION, (a) I f the department determines that a subject person of
10 a licensee has been indicted by a grand jury or has been bound over for trial by a court for a

11 crime involving dishonesty or breach of trust, and that the continuation of the person as a subject

12 person of the licensee may threaten the interests of the licensee or may threaten to impair public
13 confidence in the licensee, the department may issue an order suspending the person from the

14 person’s office, if any, with the licensee and prohibiting the person from further participating in

15 any manner in the conduct of the business of the licensee until the person’s charge has been
16 disposed of.

17 (b) If the department determines that a subject person or former subject person of a
18 licensee to whom an order was issued under (a) of this section, or another subject person of a

19 licensee, has been convicted of a crime involving dishonesty or breach of trust, and that the

20 continuation or resumption of the person as a subject person of the licensee may threaten the

21 interests of the licensee, the department may issue an order suspending or removing the person

22 from the person’s office, if any, with the licensee and prohibiting the person from further

23 participating in any manner in the conduct of the business of the licensee, except with the prior
24 consent of the department.

25 (c) The failure to convict a subject person who is charged with a crime involving
26 dishonesty or breach of trust does not prevent the department from issuing an order to the person

27 under another provision of this chapter.

28 (d) In this section, "office" has the meaning given in AS 10.13.750.

29 Sec. 10.13.770. HEARINGS ON ORDERS, (a) Within 30 days after an order is issued
30 under AS 10.13.710, 10.13.740, 10.13.750(c), or 10.13.760, the licensee or subject person of a

31 licensee to whom the order is directed may file with the department an application for a hearing
* . T
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1 on the order.
** '»

2 (b) If the department fails to begin a hearing within 1^ business days after the application

3 is filed or within a longer period to which the licensee or subject person consents, the order shall
4 be considered rescinded.

5 (c) After the hearing, the department shall affirm, modify, or rescind the order.
6 (d) A person to whom an order is issued under this section may apply to the department
7 to modify or rescind the order. The department may not modify or rescind the order unless the

8 department determines that it is in the public interest to do so and that it is reasonable to believe
9 that the person will comply with this chapter.

10 (e) The right of a licensee or subject person to whom an order is issued under

11 AS 10.13.710, 10.13.740, 10.13.750(c), or 10.13.760 to an interlocutory review of the order is
12 not affected by the failure of the licensee or subject person to apply to the department for a
13 hearing on the order issued under this section.

14 Sec. 10.13.780. DISCLOSURE TO SHAREHOLDERS. If the department determines

15 that the results of a department communication or order addressed to the licensee or to a subject

16 person of the licensee should be disclosed to the licensee’s shareholders, the department may
17 require the licensee to make the disclosure in the form and manner determined by the department.

18 Sec. 10.13.790. MEETINGS OF DIRECTORS AND SHAREHOLDERS CALLED BY

19 DEPARTMENT, (a) If the department considers it expedient, the department may call a

20 meeting of the board of directors or of the shareholders of a licensee.

21 (b) The department shall send notification of the time, place, and purpose of the meeting

22 not less than five days before the meeting to each director, if a directors’ meeting, or to each

23 shareholder, if a shareholders’ meeting, either by personal service or by registered or certified

24 mail sent to the person’s last known address as shown in the records of the department.̂ .

25 (c) The licensee shall pay the notice and meeting expenses for a meeting of shareholders
26 called under (a) of this section.

27 Sec. 10.13.800. ORDERS RESTRICTING ADDITIONAL FINANCING ASSISTANCE.

28 (a) The department may issue an order directing a licensee to refrain from providing additional

29 financing assistance to businesses if, in the opinion of the department, the order is necessary to

30 protect the interests of the licensee or the public, and if, after notice and a hearing, the

31 department determines that
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1 (1) the licensee or a controlling person, subsidiary, or affiliate of the licensee has
1 t r

2 violated this chapter or another applicable law;

3 (2) the licensee is conducting the licensee’s business in an unsafe and unsound
4 manner;

5 (3) the licensee is in a condition that makes it unsafe or unsound for the licensee
6 to transact business;

7 (4) the licensee has ceased to transact business as a BEDCO;

8 (5) the licensee is insolvent;

9 (6) the licensee has suspended payment of the licensee’s obligations, has made

10 an assignment for the benefit of the licensee’s creditors, or has admitted in writing the licensee’s

11 inability to pay the licensee’s debts as the debts become due;

12 (7) the licensee has applied for an adjudication of bankruptcy, reorganization,

13 arrangement, or other relief under a bankruptcy, reorganization, insolvency, or moratorium law,
14 an involuntary petition in bankruptcy against the person has not been dismissed in 90 days, or

15 a person has applied for the relief under the law against a licensee and the relief has been granted
16 or the licensee has by an affirmative act approved of or consented to the action; or

17 (8) a fact or condition exists that would have been grounds for denying the

18 licensee a license if the fact or condition had existed when the licensee applied for the license.

19 (b) If the department determines that a factor in (a) of this section is true with respect

20 to a licensee and that it is necessary for the protection of the interests of the licensee or the

21 public that the department immediately prevent the licensee from providing additional financing

22 assistance to businesses, the department may issue the order without a hearing.

23 (c) If the department consents, a licensee that has been the subject of an order under (a)

24 or (b) of this section may resume providing financing assistance to businesses under the

25 conditions that the department prescribes.

26 (d) A person to whom an order is issued under (a) or (b) of this section may apply to

27 the department to modify or rescind the order. The department may not grant the application

28 unless the department determines that it is in the interest of the public to do so and that it is
29 reasonable to believe that the person will comply with this chapter.

30 Sec. 10.13.810. TAKING POSSESSION OF LICENSEE, (a) If the department finds

31 that a factor in AS 10.13.800 is true with respect to a licensee and that it is necessary for the
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1 protection of the interests of the licensee or of the public, the department may take immediate

2 possession of the property and business of the licensee and dpjJoint a conservator for the licensee.

3 (b) The department may appoint as conservator one of the employees of the division of
4 banking, securities, and corporations of the department or another competent and disinterested
5 person. The division shall be reimbursed out of the assets of the conservatorship for all money
6 expended by the division in connection with the conservatorship. Upon the approval of the
7 department, the expenses of the conservatorship paid for by the division shall be paid out of the
8 assets of the licensee. Payment of the division expenses shall take priority over other payments
9 from the assets and shall be fully paid before a final distribution is made.

10 (c) Under the direction of the department, the conservator shall take possession of the

11 books, records, and assets of the licensee and shall take other action that is necessary to conserve
12 the assets of the licensee or to ensure payment of obligations of the licensee pending further
13 disposition of the licensee’s business.

14 (d) At an appropriate time, the department may terminate the conservatorship and permit

15 the licensee to resume the transaction of the licensee’s business subject to the terms, conditions,
16 restrictions, and limitations the department prescribes.

17 Sec. 10.13.820. RECEIVERSHIP, (a) The department may apply to the superior court

18 for the appointment of a receiver for a licensee, if the department determines that the licensee
19 should be liquidated because

20 (1) the licensee is insolvent;

21 (2) the licensee has suspended payment of the licensee’s obligations, has made

22 an assignment for the benefit of the licensee’s creditors, or has admitted in writing the licensee’s

23 inability to pay the licensee’s debts as the debts become due;

24 (3) the licensee has applied for an adjudication of bankruptcy, reorganization,
25 arrangement, or other relief under a bankruptcy, reorganization, insolvency, or moratorium law;

26 (4) a person has applied for the relief described under (3) of this subsection

27 against a licensee and the licensee has by an affirmative act approved of or consented to the

28 action or the relief has been granted; or

29 (5) the licensee is in a condition that makes it unsafe or unsound for the licensee

30 to transact business.

31 (b) If a receiver is appointed under (a) of this section, the receiver shall liquidate the
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1 property and business of the licensee.

2 Sec. 10.13.830. CIVIL PENALTY, (a) If after notice and a hearing die department finds
3 that a person has violated this chapter, the department may order the person to pay to the

4 department a civil penalty in the amount the department specifies. The civil penalty may not
5 exceed $1,000 for each violation, or in the case of a continuing violation, $1,000 for each day
6 the violation continues.

7 (b) This section does not apply to an act committed or omitted in good faith in
8 conformity with an order, regulation, declaratory ruling, or written interpretative opinion of the

9 department, even if the order, regulation, declaratory ruling, or written interpretative opinion is

10 later amended, rescinded, or repealed, or determined by judicial or other authority to be invalid.

11 (c) The provisions of (a) of this section are in addition to, and not alternative to, the

12 other provisions of this chapter that authorize the department to issue orders or to take other
13 action on account of a violation of this chapter.

14 ARTICLE 8. GENERAL PROVISIONS.

15 Sec. 10.13.850. CONSTRUCTION OF CHAPTER. This chapter shall be liberally

16 construed to accomplish its purposes.

17 Sec. 10.13.860. APPLICATION OF ADMINISTRATIVE PROCEDURES ACT TO

18 PROCEEDINGS. A proceeding under AS 10.13.830 is subject to AS 44.62 (Administrative

19 Procedure Act). Except as otherwise provided in this chapter, other proceedings and actions

20 under this chapter are exempt from AS 44.62.

21 Sec. 10.13.870. APPEALS. A final order of an administrative proceeding under

22 AS 10.13.710 - 10.13.760, 10.13.800, 10.13.810, or 10.13.830 may be appealed to the superior
23 court

24 Sec. 10.13.880. PROVISIONS OF LICENSEE’S INCORPORATION. Except as

25 otherwise provided in this section, the provisions of the law under which a licensee is

26 incorporated apply to the licensee. If a provision of the licensee’s incorporating law conflicts

27 with a provision of this chapter, this chapter controls.

28 Sec. 10.13.890. ASSOCIATES, (a) In AS 10.13.300- 10.13.310 and 10.13.630 -

29 10.13.660, a person who is an associate within six months before or after a licensee provides

30 financing assistance shall be considered to be an associate as of the date the licensee provides

31 the assistance.

- 2 3 -
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1 (b) If a licensee, in order to protect the licensee’s interests, designates a person to serve
. r

2 as a director of, officer of, or in a management capacity of a business to which the licensee

3 provides financial assistance, the person may not, on that account, be considered to be an

4 associate under AS 10.13.300 - 10.13.310 or 10.13.630 - 10.13.660. This subsection does not
5 apply if the person has, directly or indirecdy, another financial interest in the business or if the
6 person, at any time before the licensee provides the financing assistance, served as a director of,

7 officer of, or in another capacity in the management of the business for a period of 30 days or
8 more.
9 Sec. 10.13.900. OTHER LICENSES. A corporation that is licensed under this chapter

10 may apply for and be issued a license under another law of the state, federal government, or of

11 another state in the United States unless the transaction of business by the corporation as a

12 licensee under the other license would violate this chapter or would be contrary to the purposes

13 of this chapter.
14 Sec. 10.13.910. EXEMPTION. A licensee is not subject to the other provisions of this

15 title.
16 Sec. 10.13.990. DEFINITIONS. In this chapter,

17 (1) "affiliate" means, if used with respect to a nonnatural person, a person who

18 controls the nonnatural person, who is controlled by the nonnatural person, or who is controlled

19 by a person who also controls the nonnatural person;

20 (2) "associate" means, if used with respect to a licensee,
21 (A) a controlling person, director, or officer of the licensee;

22 (B) a director, officer, or partner of a person referred to in (A) of this

23 paragraph;

24 (C) a person who controls, is controlled by, or is under common control

25 with a person referred to in (A) of this paragraph, directly or indirectly through an

26 intermediary;

27 (D) a close relative of a person referred to in (A) of this paragraph; in this

28 subparagraph, "close relative" means a parent, child, sibling, or spouse, or a relative of

29 the same degree through marriage;

30 (E) a person of which a person referred to in (A) - (D) of this paragraph

31 is a director or officer,
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1 (F) a person in which a person referred to in (A) - (D) of this paragraph,
2 or a combination of the persons acting in concert, ownS or controls, directly or indirecdy,
3 a 20 percent or greater equity interest;

4 (3) "BIDCO" means a corporation that is licensed under this chapter to provide
5 financial and management assistance to businesses;

6 (4) "business" means a person who transacts or proposes to transact business on
7 a regular and continual basis;

8 (5) "control" means, if used with respect to a specific person, the power to direct
9 or cause the direction of, directly or indirectly through an intermediary, the management and
10 policies of the person, through the ownership of voting interests, by contract other than a

11 commercial contract for goods or nonmanagement services, or by other means; a natural person

12 is not considered to control another person solely because the natural person is a director, officer,

13 or employee of the other person; a person is rebuttably presumed to control a corporation if the

14 person directly or indirectly owns of record, holds beneficially with power to vote, or holds

15 proxies with discretionary authority to vote, 20 percent or more of the then outstanding voting
16 securities issued by a corporation;

17 (6) "controlling person" means, if used with respect to a specific person, a person
18 who controls the specific person, directly or indirectly through an intermediary;

19 (7) "corporate name" means the name of a corporation in its articles of
20 incorporation;

21 (8) "department" means the Department of Commerce and Economic
22 Development;

23 (9) "insolvent" means not paying debts in the ordinary course of business, not
24 paying debts as they become due, or liabilities exceeding assets;

25 (10) "interests of the licensee" includes the interests of the shareholders of the

26 licensee; ......

27 (11) "license" means a license issued under this chapter;

28 (12) "licensee" means a corporation that is licensed under this chapter,

29 (13) "officer" means

30 (A) with respect to a corporation, a person appointed or designated as an

31 officer of the corporation by or under applicable law or the corporation’s articles of
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1 incorporation or bylaws, or a person who performs with respect to the corporation the
2 functions usually performed by an officer of a corporation;

3 (B) with respect to a specific person other than a natural person or a
4 corporation, a person who performs for the specific person the functions usually
5 performed by an officer of a corporation for a corporation;

6 (14) "order" means an approval, consent, authorization, exemption, denial,
7 prohibition, or requirement applicable to a specific case and issued by the department, including
8 a license condition and an agreement made by a person with the department under this chapter,

9 (15) "person" includes a government and an a .ency of a government; when used
10 with respect to acquiring control of or controlling a specific person, "person" includes a
11 combination of two or more persons acting in concert;

12 (16) "principal shareholder" means a person who owns, directly or indirectly, of
13 record or beneficially, securities representing 10 percent or more of the outstanding voting

14 securities of a corporation;

15 (17) "subject person" means

16 (A) a controlling person, subsidiary, or affiliate of a licensee;

17 (B) a director, officer, or employee of a licensee or of a controlling

18 person, subsidiary, or affiliate of a licensee;

19 (C) another person who participates in the conduct of the business of a
20 licensee; or

21 (D) if used with respect to a licensee, a company or business of which the

22 licensee holds control under AS 10.13.260 - 10.13.280.

23 Sec. 10.13.995. SHORT TITLE. This chapter may be cited as the Alaska BIDCO Act.
24 * Sec. 2. AS 37.17 is amended by adding new sections to read: ____

25 ARTICLE 2. BEDCO ASSISTANCE PROGRAM.

26 Sec. 37.17.200. PURPOSES OF BIDCO ASSISTANCE PROGRAM. The purposes of

27 AS 37.17.200 - 37.17.390 include

28 (1) assisting in the formation, capitalization, and operation of BIDCOS that

29 operate as licensed and regulated private financial institutions, with a highly qualified

30 management team and a good business plan, and that are designed to operate in a profit-oriented,

31 market-disciplined manner, with excellent prospects for long-term financial success and viability;
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(2) promoting economic development by providing a new source of risk capital 
and management assistance for businesses, especially ̂small' and medium sized businesses, in 

geographic areas throughout the state, including businesses in rural areas and distressed areas, 
and including minority owned businesses; and

(3) using state resources to attract other capital resources.

Sec. 37.17.210. BIDCO FUND. The BIDCO fund is established in the Alaska Science 
and Technology Foundation. The fund consists of appropriations made to the fund by the 
legislature, money or other assets transferred to the fund by the foundation, and repayments of 
loans made under AS 37.17.200 - 37.17.390.

Sec. 37.17.220. USE OF MONEY IN BEDCO FUND. From the money in the BEDCO 

fund, the foundation may make loans or grants, as authorized under AS 37.17.220 - 37.17.390, 
to assist in the formation, capitalization, and operation of corporations that are licensed under 
AS 10.13.

Sec. 37.17.230. BEDCO CAPITALIZATION LOANS. A loan for the initial capitalization 

of a BEDCO, except for a closing assistance loan under AS 37.17.340, shall be made under the 

terms and conditions that the foundation determines to be appropriate and that are consistent with 
AS 37.17.200- 37.17.390.

Sec. 37.17.240. LOAN COMMITMENT CONDITIONS, (a) When issuing a 

commitment to make a BEDCO capitalization loan, the foundation shall make the loan closing 
contingent on

(1) the BIDCO receiving a license under AS 10.13, which may occur 
simultaneously with the loan closing;

(2) the BEDCO satisfying the capitalization requirements of AS 37.17.250; and

(3) other conditions that the foundation may impose.

(b) The foundation may not issue a loan commitment under this section unless the 

foundation determines that the prospective BEDCO satisfies high quality evaluation standards as 

determined by the foundation. The evaluation standards must include the following findings:

(1) the loan is likely to substantially promote the purposes of AS 37.17.200 -

37.17.390;

(2) the BEDCO’s prospective management team is highly qualified to manage the

B E D C O ;
* •

la.
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1 (3) the BIDCO’s business plan is a good business plan that, together with the
2 management team, promotes confidence in the prospects for the long-term financial success and
3 viability of the BEDCO; and

4 (4) if the foundation issues a loan commitment to the BEDCO, it is probable that
5 the BEDCO will be able to satisfy the capitalization requirements of AS 37.17.250.
6 Sec. 37.17.250. INITIAL CAPITALIZATION OF BEDCO. (a) The initial capitalization
7 of a BIDCO to which the foundation makes a BIDCO capitalization loan must include
8 (1) at least $500,000 in equity investment in the BEDCO, in addition to any
9 organization costs paid for or owed by the BEDCO;
10 (2) the BIDCO capitalization loan; and

11 (3) additional capital in an amount required by the foundation and on terms and

12 conditions acceptable to the foundation; the additional capital may be in the form of debt, grants,

13 equity investment in addition to the minimum equity investment requirement of $500,000 under

14 (1) of this subsection, or a combination of debt, grants, and the equity investment

15 (b) The minimum equity investment under (a)(1) of this section must be fully received

16 by the BEDCO before or at closing of the BEDCO capitalization loan. The BEDCO capitalization

17 loan shall be fully disbursed to the BEDCO at closing. The additional capita! shall also be fully

18 disbursed at closing; however, if the foundation is satisfied that there is a firm commitment for

19 the additional capital, that the source for the additional capital will deliver on the firm

20 commitment, and that the documents evidencing the additional capital have been executed on

21 tens acceptable to the foundation, the additional capital may be disbursed to the BEDCO on a
22 phased-in basis on terms acceptable to the foundation.

23 Sec. 37.17.260. SUBORDINATION OF BIDCO CAPITALIZATION LOAN. A BIDCO
24 capitalization loan may be subordinated to the additional capital required_„under

25 AS 37.17.250(a)(3).

26 Sec. 37.17.270. BIDCO CAPITALIZATION LOAN PAYMENT AND INTEREST, (a)

27 A BEDCO capitalization loan must be structured so that the full amount of the principal is due

28 in a lump sum at the end of the loan term.

29 (b) Interest on a BIDCO capitalization loan accrues during the loan term and is due at

30 the end of the loan terra.

31 Sec. 37.17.280. BEDCO CAPITALIZATION LOAN CREDITS, (a) A BIDCO
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1 cap ita liza tion  loan must include a fo rm u la  that a llo w s the B E D C O  to earn credits to reduce the

■* interest and p rinc ip a l owed on the loan. T h e  fo rm ula shall'be' based on increasing  jo b s  and sa les

in  some o r a ll o f  the businesses financed  by the B ID C O  and on susta in ing  the increases. T o  the
[i I

C  r "  extent the foundation determ ines appropriate, the foundation m ay a lso  p rovide cred its in  situations

/ y  w here the foundation is  satisfied  that financing  assistance p rovided  b y the B E D C O  prevented the
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'r;W  loss of jobs.
J i f

■' (b) The foundation shall establish procedures for the certification of credits earned by a
tV ' BIDCO under this section, including the circumstances under which credits may be denied.

s
J  Sec. 37.17.290. IMPLEMENTATION OF BIDCO LOAN CAPITALIZATION
10 PROGRAM, (a) The foundation shall implement the program for making BEDCO capitalization

11 loans under AS 37.17.200 - 37.17.390 in a manner designed to encourage financing assistance

12 by BIDCOS to businesses throughout the state. Through the use of the formulas designed under

13 AS 37.17.280, the foundation shall provide special incentives to encourage the financing of

14 businesses located in distressed areas, including distressed rural areas, and the financing of
, t

15 minority owned businesses. In this subsection, "minority owned business" means a business that
16 is owned, controlled, and operated by an individual who is a member of a minority and in which

17 more than 50 percent of the net profit or loss attributable to the business accrues to a member

18 of a minority; in this paragraph, "member of a minority" includes a person who is black,

19 Hispanic, or Alaska Native.

20 (b) When determining under (a) of this section whether an area is distressed or how

21 distressed an area is, the foundation may use, individually or in combination, factors that include

22 unemployment, poverty, lack of access to the state highway system, lack of access to a marine

23 transportation system, and other factors the foundation determines to be appropriate.

24 Sec. 37.17.300. TERMS OF BIDCO CAPITALIZATION LOANS. When determining
25 the amount or range of amount for a BEDCO capitalization loan, the term to maturity of the loan,

26 the interest rate for the loan, the additional capital requirements for the loan, and the formula for

27 earning credits under the loan, the foundation shall consider the following objectives:

28 (1) that the BIDCO will have adequate capitalization to support a highly qualified

29 management team, to implement a business plan that, when combined with the management team,

30 will promote confidence in the prospects of the BIDCO for long-term financial success and
t

31 viability, and to otherwise promote the purposes of AS 37.17.200 - 37.17.390; z

; w f
. J•29- CS5SHU 536( )Knu Uxc ’Jn tlrrl 1n*rt /DELETED TEXT BRACKETED)



1 (2 ) that the additional cap ita l requirem ent is  in  an am ount that encourages the
■n .

B ID C O  to raise as m uch capital as feasib le from  sources other than the B ID C O  cap ita lization  

loan , w ithout unduly hindering the ab ility  o f  the B ID C O  to become operational;

(3 ) that the fo rm ula fo r earning credits under A S  3 7 .1 7 .2 8 0 , com bined w ith  the 

other term s and cond itions o f the loan , w il l  be designed so that w ith  a reasonable perform ance 

by the B E D C O , the B E D C O  w il l  be able to earn su ffic ien t credits to reduce the am ount o f

7  p rinc ip a l and interest owed on the loan to ze ro .l)y  o r before th* end o f  the loan term ; and

(4 ) that the fo rm ula fo r earning credits under A S  3 7 .1 7 .2 8 0 , com bined w ith  the 

other term s and conditions o f the loan, is  su ffic ie n d y  challeng ing  that the specia l incentives

10 p rovided  b y the credits a llow ed  under A S  37 .17 .280  rem ain in  effect fo r the longest feasib le  tim e

11 during  the loan term as is  consistent w ith  meeting the other ob jectives identified  in  this section .

12 S e c . 37 .17 .310 . A C C E S S  T O  M E E T IN G S  A N D  IN F O R M A T IO N . W h ile  a B ID C O

13 cap ita liza tio n  lo a" is  outstanding and the ob ligations o f  the B ID C O  to the foundation rem ain

14 undischarged , the B ID C O  shall a llo w  the foundation to have a representative present at a ll

15 m eetings o f  the B ID C O ’ s board o f  directors and o f  the B E D C O ’ s shareholders, to rece ive  a ll

16 notices and inform ation sent to the board o f d irectors o r the shareholders, to have the sam e access

17 to in form ation about the B ID C O  as the directors have and as the shareholders have , and to

18 rece ive  additional repons o r inform ation from  the B E D C O  that the foundation reasonably requests.

19 S e c . 37 .1 7 .32 0 . B ID C O  O P E R A T IO N  L IM IT A T IO N . W h ile  a B ID C O  cap ita lization

20  loan is  outstanding and the obligations o f the B E D C O  to the foundation rem ain  undischarged, the

21 B E D C O  m ay not p rovide financing  assistance to businesses located outside the state. I f  a

22  business assisted by the B ID C O  has m ulti-state o r m ulti-national operations, the location o f  the

23 business is  where the largest econom ic benefit o f the financing  assistance transaction m ade by

24 the B ID C O  to the business is  l ik e ly  to occur.

25 S e c . 37 .17 .330 . S U R R E N D E R  O F  B ID C O  L IC E N S E .  W h ile  a B E D C O  cap ita lization

26  loan is  outstanding and the obligations o f  the B ID C O  to the foundation arc not d ischarged, the

2 7  B ID C O  m ay not surrender its licen se  under A S  10.13 w ithout the w ritten  consent o f  the

28 foundation .

29 S e c . 37 .17 .340 . C L O S IN G  A S S IS T A N C E . I f  determ ined by the foundation to be

30  adv isab le , the foundation m ay use revenue in the B E D C O  fund to provide assistance to a person

31 to com plete the tasks necessary fo r the person to achieve a c lo sing  on a B E D C O  cap ita lization
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1 loan. T h e  foundation m ay provide the assistance on the term s and conditions that the foundation
.  r

2 determ ines appropriate.

3  S e c . 3 7 .1 7 .3 5 0 . C O N F ID E N T IA L IT Y .  In  o rder to promote the purposes o f

4  A S  3 7 .1 7 .2 0 0  - 3 7 .1 7 .3 9 0 , the foundation m ay estab lish p o lic ie s  under w h ich  it  w i l l  keep

5 co n fid en tia l certain  types o f  in form ation subm itted to the foundation b y an applicant fo r  a

6 B E D C O  loan  or other assistance under A S  3 7 .1 7 .20 0  - 3 7 .1 7 .3 9 0  and b y a  B ID C O  that has

7  rece ived  a  B E D C O  loan  o r other assistance under A S  3 7 .1 7 .2 0 0  - 3 7 .17 .390 . T h e  in fo rm ation

8 that is  determ ined to be confidentia l under this section is  not a p ub lic  record under

9 A S  0 9 .2 5 .1 1 0  - 0 9 .2 5 .2 2 0 .

10 S e c . 3 7 .1 7 .3 5 0 . S U B S E Q U E N T  L O A N S . I f  the foundation determ ines that a B E D C O ,

11 after re ce iv in g  a B E D C O  cap ita lization  loan , has perform ed w e ll f in an c ia lly  and in  prom oting the

12 purposes o f  A S  3 7 .1 7 .2 0 0  - 3 7 .1 7 .39 0 , and i f  m ore than fou r years have elapsed since the loan

13 w as m ade, the foundation m ay m ake an additional loan to the B E D C O , on the term s and

14 cond itions that the foundation considers appropriate.

15 Se c . 3 7 .1 7 .39 0 . D E F IN IT IO N S . In  A S  3 7 .1 7 .20 0  - 3 7 .1 7 .3 9 0 ,

16 (1 ) "additional cap ita l" means the additional cap ita l required under

17 A S  3 7 .1 7 .2 5 0 (a )(3 );

18 (2 ) " B ID C O "  means a  corporation licensed under A S  10.13;

19 (3 )  "B E D C O  cap ita lization  loan" means a B E D C O  loan made fo r the in it ia l

20 cap ita liza tio n  o f  a B E D C O , but does not include a  B ID C O  loan  made under A S  3 7 .1 7 .3 4 0 ;

21 (4 ) "B E D C O  loan" means a loan made under A S  3 7 .17 .200  - 3 7 .1 7 .39 0 ;

22 (5 ) "foundation" means the A la s k a  Sc ien ce  and Techn o logy Foundation

23  estab lished under A S  3 7 .1 7 .01 0 .

24 *  S e c . 3. A S  0 6 .0 5 .2 7 0 (a ) is  amended to read: —

25 (a ) In  addition to loans and acquisitions exp ress ly  authorized by th is chapter, a state bank

2 6  m ay deal in , underw rite , and invest in  fo r its ow n account

2 7  (1 )  d irect o r guaranteed ob ligations o f  the U n ited  States, e ither d irec tly  o r in  the

28 form  o f  secu rities o f, o r other interests in , an open-end m anagem ent type investm ent com pany

29  o r investm ent trust registered under 15 U .S .C . 80a-1 - 80a-64 (Investm ent C om pany A c t  o f

30  1940), i f

31 ( A )  the portfo lio  o f  the investm ent com pany o r investm ent trust is  lim ited
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1 to ob ligations o f  the U n ited  States governm ent and repurchase agreem ents fu lly
n .f

2 co lla te ra lized  by the obligations; and

3 (B )  the investm ent com pany o r investm ent trust takes d e live ry  o f  the

4  co lla te ra l d irectly  o r through an authorized custodian ;

5  (2 ) general obligations o f  the State o f  A la s k a  and its p o lit ica l sub d iv is io n s ;

6  (3 ) general ob ligations o f  a state o f the U n ited  States o r its p o litica l sub d iv is io n s ;

7  (4 ) revenue obligations o f  the State o f  A la s k a  o r its  p o lit ica l subd iv is ions subject

8 to the lim ita tion  o f  (b ) o f  this section;

9 (5 ) revenue obligations o f  a state o f  the U n ited  States o r its  p o litica l su' d iv is io n s

10 sub ject to the lim itation  o f  (b) o f  this se  ’• >n;

11 (6 ) obligations o f  instrum entalities o f  the U n ited  States governm ent in c lu d in g , but

12 not lim ite d  to Fed era l Interm ediate C red it B a n k s , Federa l L a n d  B a n k s , the Fed era l N ational

13 M ortgage A sso c ia tio n , and B an ks fo r Cooperatives;

14 (7 ) com m ercia l paper o f  prim e o r equ iva lent q u a lity  as rated by a  recognized

15 national ra tin g  serv ice  subject to the lim itation o f  (b ) o f  th is section ;

16 (8 ) secured corporate obligations rated w ith in  the three highest grades o f  a

17 national ra tin g  serv ice  subject to the lim itation  o f  (b ) o f  th is section ;

18 (9 ) ob ligations o f  the International B a n k  fo r R econstruction  and D eve lopm ent, the

19 In te r-A m erican  D evelopm ent B a n k , or the A fr ica n  D eve lop m ent B a n k , sub ject to the lim itation

20 o f  (b ) o f  th is  section;

21 (10 ) stock in  the Federa l N ational M ortgage A sso c ia tio n , a Federa l R ese rve  B a n k ,

22  o r a Fe d e ra l H om e Lo an  B ank j.

23 (11 ) in  the s to cks  and bonds o f a B ID C O  licen sed  u n d e r  A S  1 0 .1 3 : the

24 in ve stm e n t m a y  be fo r the in it ia l ca p ita liza t io n  o f  a c o rp o ra tio n  licensed  u n d e r A S -1 0 .1 3 .

25 i f  the f in a liz a t io n  o f  the in vestm en t o ccu rs  co n te m p o ran e o u sly  w ith  th e  lic e n s in g .

26 *  S e c . 4 . A S  0 6 .0 5 .2 7 0 (b ) is  amended to read:

27 (b ) A  state bank m ay not underw rite o r invest fo r its ow n  account an am ount exceed ing

28 15 percent o f  its com bined cap ita l, surplus and undivided p ro fits  in  any one issue o f  secu rities

29 authorized in  (a )(4 ) and (5 ) o f  this section o r w ith any one o b lig o r o f  the securities authorized

30 in  (a ) (7 ) , (8 )*  [A N D ] (9 ) . an d  (11 ) o f  this section .

31 *  S e c . 5. A S  0 6 .1 5 .2 4 0  is  amended to read:
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1 S e c . 0 6 .1 5 .24 0 . IN V E S T M E N T S  A U T H O R IZ E D . Sub ject to the p ro v is io n s o f  this

2  chapter and regulations under this chapter, a  m utual bank m ay in vest in

3 (1 ) obligations o f  the U n ited  States and those fo r w h ich  the fa ith  o f  the U n ited

4 States is  p ledged to provide fo r the paym ent o f  the interest and p rinc ip a l, ob ligations fo r w h ich

5  annual contributions to be paid  u n d e r  (P U R S U A N T  T O ] contract by the U n ited  States

6 governm ent o r any o f  its  instrum entalities in  accordance w ith  an A c t  o f  Congress entitled the

7  "H o usin g  A c t  o f  1949," are pledged as secu rity  fo r the paym ent o f  the interest and p rin c ip a l, and

8 ob ligations o f  any agency o f  the U n ited  States;

9 (2 ) obligations o f  any state o f  the U n ited  States and those fo r w h ich  the faith  o f

10 an y  state o f  the U n ited  States is  pledged to p rovide fo r the paym ent o f  the interest and p rin c ip a l;

11 (3 ) ob ligations o f  a  c ity , v illa g e , tow n, county , department, agency, d istrict,

12 au th o rity , com m ission  o r other p ub lic  body o f  any state o f  the U n ited  States, sub ject to the

13 e xe rc ise  o f  the same degree o f  care and prudence that persons prom pted by self-interest genera lly

14 e xe rc ise  in  the ir ow n a ffa irs ;

15 (4 ) any property im provem ent note issued  under the p rovisions o f  T it le  I  o f  the

16 N atio n a l H o using  A c t and any other rea l property im provem ent note in  a p rinc ip a l am ount not

17 in  excess o f  $ 15 ,0 00 , not inc lud ing  interest;

18 (5 ) ob ligations o f  the D o m in ion  o f  Canada o r p rovinces o f  the D o m in io n  o f

19 Canada payab le  in  U nited  States fundsj[

20 (6 ) in  the s to cks  an d  b ond s o f  a B ID C O  licen sed  u n d e r A S  1 0 .1 3 : the

21  in ve stm e n t m ay  be fo r the in it ia l c a p ita liza t io n  o f  a co rp o ra tio n  licensed  u n d e r  A S  1 0 .1 3 .

22  i f  th e  f in a liz a t io n  o f  the in ve stm en t o cc u rs  co n te m p o ran e o u sly  w ith  the lic e n s in g .

23  *  S e c . 6 . A S  0 6 .2 5 .1 7 0  is amended to read:

24 Sec . 0 6 .2 5 .17 0 . P U R C H A S E  A N D  S A L E  O F  S E C U R IT IE S .  A  trust com pany m ay

25  p urchase , invest in  and se ll stocks, b ills  o f  exchange, bonds and mortgages and other secu rities .

2 6  W h en  m oney o r security fo r m oney is  borrowed o r rece ived  on deposit, or fo r investm ent, the

27  bonds o r ob ligations o f the trust com pany m ay be g iven , but it  m ay not issue b ills  to c ircu la te

28 as m oney. In  th is  section , "b o n d s"  an d  " s to c k s "  in c lu d e  bonds an d  sto cks  o f  a B ID C O

29 lic e n se d  u n d e r A S  10.13 , in c lu d in g  s to ck s  fo r the  in it ia l ca p ita liza t io n  o f  a  c o rp o ra tio n

30 licen sed  u n d e r  A S  10.13 , i f  the  tru s t  co m p an y  sto ck  p u rch a se  o ccu rs  co n te m p o ran e o u sly

31 w ith  th e  lic e n s in g .
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1 *  S e c . 7 . A S  0 6 .3 0 .6 1 0  is  amended to read:
_  ..................................................................................................................  ^  r

2 S e c . 0 6 .3 0 .61 0 . IN V E S T M E N T S  IN  S E C U R IT IE S .  A n  association m ay invest in  the

3 fo llo w in g  secu rities :

4  (1 ) ob ligations o f, o r guaranteed as to p rinc ip a l and interest by , the U n ited  States

5  o r  this state w ithout lim itation ;

6  (2 )  stock o f  a Federa l H om e Lo an  B a n k  o f  w h ich  it  is  e lig ib le  to be a m em ber

7  and in  ob ligations o r consolidated obligations o f  any Federa l H om e Lo an  B a n k ;

8  (3 ) stock o r  ob ligations o f  the Fed era l Sav ing s and Lo a n  Insurance Corporation ;

9  (4 ) stock o r ob ligations o f  a national mortgage association o r its  successor;

10 (5 ) dem and, tim e, or savings deposits w ith  a bank o r trust com pany w hose

11 deposits are insured  by the Fed era l D ep osit Insurance Corporation ;

12 (6 ) stock o r obligations o f  any corporation o r agency o f  the U n ited  States o r th is

13 state, o r in  deposits o f th e  co rp o ra tio n  o r  ag en cy  [ T H E R E W IT H ]  to the extent that the

14 corporation o r agency assists in  fu rthering  or fac ilita ting  the association ’ s purposes o r p o w ers ;

15 (7 ) savings accounts o f  an association operating under this chapter and o f  a

16 federa l sav ing s and loan association ;

17 (8 ) ev idence o f  indebtedness that is  a general obligation o f  a c ity , tow n, v il la g e ,

18 schoo l d is tric t , o r other m un ic ip a l o r p o litica l subd iv ision  o f  th is state;

19 (9 ) other stocks, securities* o r ob ligations that the com m issioner approves and

20 p laces on a published lis t ; an association investing  in  securities listed  by the com m issioner is  not

21  required  to d ispose o f  the securities i f  at a la ter time the com m issioner rem oves the secu rities

22  fro m  the listj.

2 3  (10 ) the s to ck s  an d  bonds o f  a B ID C O  licen sed  u n d e r  A S  1 0 .1 3 : the

2 4  in ve stm e n t m a y  be fo r th e  in it ia l c a p ita liza t io n  o f  a co rp o ra tio n  licensed  u n d e r  A S -10 .13 .

2 5  i f  the f in a liz a t io n  o f  the in ve stm en t o ccu rs  co n te m p o ran e o u sly  w ith  the lic e n s in g .

2 6  *  S e c . 8 . A S  0 6 .4 5 .0 6 0 (7 ) is  am ended to read:

2 7  (7 )  invest its  funds

28 (A )  in  loans e x c lu s ive ly  to m em bers;

29  (B )  in  obligations o f  the United States o r securities fu lly  guaranteed as to

30  p rin c ip a l and interest by the U n ited  States;

31  (C )  in  loans to other cred it unions in  the total amount not exceed ing  25
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1 percent o f  its paid-in and unim paired capital and surp lus in  accordance w ith  regulations

2
i r

adopted by the com m issioner;

3 (D )  in  shares o r accounts o f  savings and loan  associations o r m utual

4 savings banks that are insured by the Federa l Sav in g s and Lo a n  Insurance Corporation

5 or the Fed era l D ep osit Insurance Corporation;

6 ( E )  in  ob ligations issued by banks fo r cooperatives, federa l land  banks,

7 federa l interm ediate cred it banks, federal home loan banks, the Fed era l H o m e Lo an  B a n k

8 B o ard , o r a  corporation designated in 31 U .S .C . 9101 as a w h o lly  ow ned federal

9 governm ent corporation; in  obligations, partic ipations, o r other instrum ents o f  o r issued

10 by o r fu l ly  guaranteed as to p rinc ip a l and interest by the Fed era l N atio n a l M ortgage

11 A sso c ia tio n  or the G overnm ent N ational M ortgage A sso c ia tio n ; in  mortgages, ob ligations,

12 o r other securities th a t [W H IC H ] are or have been sold by the Federa l H o m e Lo an

13 M ortgage Cornoration under 12 U .S .C . 1454 o r  12 U .S .C .  1455 (F e d e ra l H o m e  L o a n

14 M o rtg ag e  C o rp o ra t io n  A c t )  r S E C S . 305 O R  306  O F  T H E  F E D E R A L  H O M E  L O A N

I S M O R T G A G E  C O R P O R A T IO N  A C T ] ;  or in  ob ligations o r other instrum ents o r securities

16 o f  the Student L o a n  M arketing  A ssociation ;

17 (F )  in  participation certificates ev idencing  b en efic ia l interests in

18 obligations, o r in  the rig h t to rece ive interest and p rinc ip a l co llections from  ob ligations,

19 th a t [W H IC H ] have been subjected by one or m ore federal agencies to a  trust o r trusts

20 fo r w h ich  an executive  department, agency, o r instrum entality  o f  the U n ited  States o r its

21 head has oeen named to act as trustee;

22 (G ) in  shares o r deposits o f a central cred it union in  w h ich  such

23 investm ents are authorized by the board o f d irectots o f  the cred it union m aking  the

24 investm ent; —

25 (H ) in shares, share certificates, o r share deposits o f  fed e ra lly  insured

26 cred it un ions;

27 ( I )  in the shares, stocks, o r obligations o f  another organization provid ing

28 serv ices  that are associated w ith  the routine operations o f  cred it unions, up to one percent

29 o f  the total paid-in and unim paired capital and surp lus o f  the cred it un ion w ith  the

30 approval o f  the com m issioner, [A N D ]

31 (J ) in  the cap ital stock o f the N ational C red it U n ion  C en tra l L iq u id ity
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1 F a c il it y ; an d

2 ( K )  in  the sto cks  a n d  bonds o f  a  B E D C O  licensed  u n d e r A S  1 0 .1 3 : the

3  in ve stm e n t m a y  be fo r  the in it ia l c a p ita liza t io n  o f  a co rp o ra tio n  licen sed  u n d e r

4  A S  1 0 .1 3 , i f  the f in a liz a t io n  o f th e  in vestm ent o c c u rs  co n te m p o ran e o u sly  w ith  the

5  lic e n s in g ;

6  *  S e c . 9 . A S  3 7 .1 7 .0 1 0 (b ) is  amended to read:

7  (b ) T h e  p urp o ses [P U R P O S E ]  o f  the foundation a re  [ IS ]  to

8 - 1 1 1  promote and enhance through basic and applied research : econom ic

9 developm ent and techno log ical innovation  in  A la sk a ; p u b lic  health ; te lecom m unications; and

10 sustained grow th and developm ent o f  A la ska n  sc ie n tific  and engineering capabilities^.

11 (2 ) im p lem en t the B ID C O  assistance  p ro g ra m  u n d e r A S  37 .17 .200  - 3 7 .1 7 3 9 0 .

12 *  S e c . 10 . T h is  A c t  takes e ffect Jan u ary  1, 1993.

*
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D IV ISIO N  O F  L E G A L  S E R V IC E S
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

240 Main Street, Suite 500Juneau, Alaska 99801-2101

M E M O R A N D U M A p r i l  15, 1992

SUBJECT: R e v ise d  B ID C O  p ro v is io n s  in  d ra ft C S S S H B  536  (  )  (W o rk  

O rd e r  N o . 7 LS -1 8 0 4 \J , d ated  4-15-92)

TO: R e p re se n ta t iv e  B e ttye  D a v is  

A t tn : C a re n

FROM: T h e re s a  L .  B a n n is te r  

Le g is la t iv e  C o u n se l

T h is  m e m o  acco m p an ie s  the d ra ft C S S S H B  536  (  ) that you  req u este d .

P e r  y o u r  in s tru c tio n s , the d e fin it io n  o f  "m e m b er o f  a  m in o rity "  in  A S  3 7 .1 7 .2 9 0 (a )  w as 

chan ged  to re a d  "in c lud es" a  p erso n  w ho  is b la ck , H isp a n ic , o r  A la s k a  N a tiv e " , ra th e r  

than  "m ean s".

Y o u  m a y  w ish  to  re v ie w  the d e fin it io n  o f  " B ID C O "  a t A S  1 0 .1 3 .9 9 0 (3 ).

In  a d d itio n  to  te ch n ica l changes and  those changes d ire c tly  n e ce ssa ry  to im p le m e n t 

th e  ch an ges tha,. yo u  req u ested , c e rta in  o th e r d ra ftin g  changes w e re  m a d e . T h e y  a re  

listed  b e lo w .

1. T h e  b a s ic  licen s in g  ch ap te r has b een  p la ce d  in  the co rp o ra tio n s  an d  asso c ia tio n s  

title  an d  is n o w  A S  10.13 , not A S  0 6 .5 0 .

2 . T h e  lan g uag e  in  A S  1 0 .1 3 .1 2 0 (b ) has b een  re w ritte n  s lig h tly  to  d e le te  the 

re fe re n ce  to  "b usiness and  in d u stria l d e ve lo p m e n t co rp o ra tio n ."

3. A S  10 .13 .320 , "A u th o rity  o f  D e p a rtm e n t ,"  now  begins w ith  "A S  10 .13 .310" in stead  

o f 'T h i s  ch a p te r" , b ecau se  A S  10 .13 .310 a p p e a rs  to be the p ro v is io n  b e ing  d iscu ssed .

4 . T h e  te rm  "state  co rp o ra tio n " w as d e le ted  fro m  A S  10.13 b ecau se  it d id  not a p p e a r  

to be n e ce ssa ry  to  the b ill. O n ly  co rp o ra tio n s  o rg an ize d  u n d e r A S  10.06 o r 

a u th o rize d  u n d e r A S  10.06 to tran sac t business in  the sta te  ca n  be licen sed  u n d e r the 

ch a p te r , a n d  the d e fin it io n  o f  "state  co rp o ra tio n " m e re ly  rep ea ted  the  A S  10.06 

o rg a n iza t io n  and  a u th o r ity  re q u ire m e n ts .



You may wish to consider rewriting AS 10.13.410 and 10.13.420 to simplify the 
requirements for approval of applications to acquire control. You could simply state 
that the applicant must qualify as a licensee under the chapter, thus eliminating 
AS 10.13.410(a)(l)-(2), and require the department to make the determination in 
AS 10.13.410(a)(3). In AS 10.13.420, the requirement in AS 10.13.420(a)(1) could 
then be deleted, leaving the essential item in AS 10.13.420(a)(2). These changes 
would reduce the duplication that appears to exist in the sections at the present time.

Finally, as mentioned earlier, the use of the term "BIDCO" does not fit into the 
legislative drafting style, since it is not used in the bill as an acronym for a description 
of the particular type of corporation it represents and since it is not a word in the 
English language. We recommend against using the term under these circumstances. 
Our preference would be to use the full designation of "business and industrial 
development corporation." We would then change the heading of AS 10.10 to "State 
Development Companies."

If I may be of further assistance, please advise.

Representative Bettye Davis
April 15, 1992
Page 2
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M E M O R A N D U M March 9, 1992

SUBJECT: Sectional Summary (CSHB 536 ( ), 7LS1804\D, dated 3/2/92)

TO: Representative Bettye Davis 
Attn: Caren

FROM: Terry Bannister 
Legislative Counsel

You have requested a sectional summary of the above described bill draft.

As a preliminary matter, note that a sectional summary of a bill should not be 
considered an authoritative interpretation of the bill and the bill itself is the best 
statement of its contents.

Section 1 adds a new chapter relating to business and industrial development 
corporations.

Sec. 06.50.010 states the purposes of the bill.

Sec. 06.50.015 directs the department to issue a BIDCO license to corporations that 
submit an application and nave the qualifications listed in the section.

Sec. 06.50.020 directs the department to establish by regulation the information and 
forms to be used for the BIDCO application. Establishes what information must be 
included.

Sec. 06.50.030 requires a BIDCO license applicant to demonstrate that it has a net 
worth of at least $1,000,000 in certain securities in order to receive a license. Allows 
the department to lower the net worth requirement in specified situations, including 
where the applicant has applied for and is likely to receive a loan under AS 44.88.600 
- 44.88.690.

Sec. 06.50.040 provides the department with certain guidelines for determining the 
net worth of an applicant. Allows the net worth requirement to be satisfied by firm
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financing commitments that demonstrate that the applicant will have the required net 
worth when the applicant begins transacting business as a BIDCO licensee.

Sec. 06.50.045 prohibits the assets used by an applicant to fund a BIDCO from 
exceeding 3% of the assets of the parent corporations, if the applicant is a subsidiary. 
Allows a higher percentage if the parent is an insurer regulated under AS 21.

Sec. 06.50.050 lists the criteria that the directors, officers, and controlling persons of 
the BIDCO applicant must satisfy. Authorizes the department to determine that a 
director, officer, or controlling person does not meet the criterion of good character 
if certain circumstances exist.

Sec. 06.50.060 authorizes the department to determine that it is not reasonable to 
believe that a BIDCO applicant would comply with this chapter if licensed, if the 
applicant has been convicted of a crime involving fraud or dishonesty.

Sec. 06.50.070 allows the department to grant preliminary approval of a license 
before the applicant has obtained the necessary equity investment commitments or 
has identified the applicant’s directors and officers. Requires the department, when 
granting preliminary approval, to indicate that final approval is conditioned on the 
department’s review of the applicant’s completed fund-raising and roster of directors 
and officers. Allows the department to request an updated balance sheet and other 
relevant information before granting final approval.

Sec. 06.50.080 requires the department, if it denies a license, to provide the applicant 
with a written statement explaining the basis for the denial.

Sec. 06.50.090 requires a licensee to post the BIDCO license in a conspicuous place 
in the licensee’s principal office.

Sec. 06.50.100 prohibits a BIDCO licensee from transferring or assigning its license.

Sec. 06.50.110(V) allows a BIDCO licensee to apply to the department to accept the 
surrender of the license if the licensee meets certain conditions. Requires the 
department to approve the surrender application if the requirements of this section 
are satisfied, unless the department determines that the purpose of the surrender 
application is to evade action by the department under secs. 06.50.730 - 06.50.860.

Sec. 06.50.llO ffr) establishes certain shareholder and creditor notice requirements 
that the BIDCO licensee m\st meet before applying for a license surrender, and 
describes certain shareholder and creditor rights.

Sec. 06.50.11 Ofc) prohibits a BIDCO licensee from proce°ding with a surrender 
application if a certain percentage of its shareholders file an objection to the
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surrender with the licensee, unless the surrender application receives a specified 
shareholder voter approval.

Sec. 06.50.120(a) requires the corporate name of a licensee to include the word 
"BIDCO" and prohibits a licensee from transacting business under a name other than 
its corporate name.

Sec. 06.50.120ffr) allows a state corporation that proposes to apply, or that applies, 
for a BIDCO license, to perform under a BEDCO name the acts necessary to apply 
for and obtain the license and to prepare to begin business as a licensee. Prohibits 
the licensee from representing that it is licensed until after the license has been 
obtained.

Sec. 06.50.130 sets the number of directors for a BIDCO and requires the board to 
hold at least one meeting each calendar quarter.

Sec. 06.50.140 requires a licensee to notify the department within 30 days of certain 
events and to provide additional information required by the department. These 
events are the death, resignation or removal of a director or officer, the election of 
a director, and the appointment of an officer.

Sec. 06.50.150^ prohibits a licensee from paying or obligating itself to pay a cash 
dividend or a dividend in kind unless the payment is consistent with the licensee’s 
dividend policy as approved by the department.

Sec. 06.50.150fly) requires the department, when considering a dividend policy, to 
consider the special characteristics of a BEDCO and what is necessary to protect the 
licensee against unsafe or unsound acts that could threaten the viability of the 
licensee as an ongoing BIDCO.

Sec. 06.50.150fc) allows the department to withdraw at any time its approval of a 
dividend policy if the department determines that the withdrawal is necessary to 
prevent unsafe or unsound acts.

Sec. 06.50.160 prohibits a licensee from buying back or obligating itself to buy back 
a share of stock from a shareholder without the prior approval of the department.

Sec. 06.50.170 requires a licensee to maintain at least one office in the state. 
Prohibits a licensee from maintaining an office outside the state. Requires that each 
office location be reasonably accessible to the public. Requires a licensee to post in 
a conspicuous place at each office a sign that gives the corporate name of the 
licensee. Requires a licensee to maintain at each office personnel who are competent 
to conduct the business of the office. Prohibits a licensee from establishing,



Representative Bettye Davis
March 9, 1992
Page 4

relocating or closing an office unless the licensee has given the department written 
notice.

Sec. 06.50.180 prohibits a licensee from engaging in a business other than providing 
financing assistance and management assistance to businesses. ,

Sec. 06.50.190 identifies the general powers of a BEDCO.

Sec. 06.50.200 allows a licensee to determine the form, terms, and conditions for the 
financing assistance that it will provide.

Sec. 06.50.210 lists some of the types of financing assistance that a licensee may 
provide.

Sec. 06.50.220 allows a licensee to purchase the securities of a business either directly, 
or indirectly through an underwriter.

Sec. 06.50.230 allows a licensee to participate in the program of the Small Business 
Administration under 15 U.S.C. 636(a) or in another government program for which 
the licensee is eligible and that has as the program’s function the provision or 
facilitation of financing assistance or management assistance to businesses. Requires 
a licensee that participates in the program to comply with the program’s require­
ments.

Sec. 06.50.240 allows a licensee to provide management advice, management services, 
technical advice, and technical services when providing management assistance.

Sec. 06.50.250 limits the financing assistance and management assistance provided by 
a licensee to the business purposes of the business.

Sec. 06.50.270 prohibits a licensee from holding control of another business, except 
under AS 06.50.280 - 06.50.330.

Sec. 06.50.280/a’l allows a licensee to acquire and hold control of a business to which 
it is providing financing assistance to the extent necessary to protect the licensee’s in­
terest as a creditor of, or investor in, the business.

Sec. 06.50.2801'b’) requires a licensee holding control of a business under this section 
to divest itself of the control within a certain period, unless the department approves 
a longer period.

Sec. 06.50.280^ requires a licensee that anticipates acquiring and holding control of 
a business under this section to file with the department its plan for doing so. Lists 
what the plan must include.
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Sec. 06.50.290 authorizes a licensee to acquire and hold control of a corporation that 
s licensed as a small business investment company under 15 U.S.C. 662 - 697c if the 
department approves.

Sec. 06.50.300 authorizes a licensee with the approval of the department to acquire 
and hold control of a business that is a local development company under 15 U.S.C. 
662 - 697c.

Sec. 06.50.310 allows a licensee with the approval of the department to acquire and 
hold control of another business that is engaged only in the business of providing 
financing assistance and management assistance to businesses.

Sec. 06.50.320/3^ allows a licensee with the approval of the department to acquire 
and hold control of a business not otherwise allowed under sec. 06.50.270 - 06.50.310.

Sec. 06.50.320(^1 prohibits the department from approving an application under (a) 
unless the department makes certain determinations.

Sec. 06.50.320(,c1 limits an approval under this section to three years, unless the 
department determines that a longer period is necessary and consistent with this 
chapter.

Sec. 06.50.330 considers an application under AS 06.50.280, 06.50.290, or 06.50.300 
to be approved if the department fails to issue an order approving or denying the 
application within 60 days of receipt.

Sec. 06.50.340(’a1 requires a licensee to transact its business in a safe and sound 
manner and maintain itself in a safe and sound condition.

Sec. Q6.50.340fb1 prohibits the department from considering, when determining 
whether a licensee is transacting business in a safe and sound manner, the risk of 
providing financing assistance to a business, unless the department determines that 
the risk is great enough to demonstrate gross mismanagement when compared with 
the return that can be realistically expected.

Sec. 06.50.34Q(c1 authorizes the department to determine that a licensee’s financing 
assistance violates (a) or is an unsafe or unsound act if the amount of the financing 
assistance is unduly large in relation to the total assets or the total shareholder equity 
of the licensee. Authorizes the department to require a licensee to maintain a 
reserve in the amount of anticipated losses. Authorizes the department under certain 
conditions to require the licensee to have in effect a written financing assistance 
policy approved by the licensee’s board.



Sec. 06.60.350 prohibits certain conflicts of interest.

Sec. 06.50.360 requires a person to disclose in the financing documents of a trans­
action or in another document the existence of a potential conflict of interest that 
occurs in a transaction.

Sec. 06.50.370 identifies certain licensee transactions that involve a potential conflict 
of interest.

Sec. 06.50.380 prohibits, except with department approval, a licensee from providing 
a lien or security interest in the licensee’s property for the purpose of securing an 
obligation of another person or an obligation incurred for the benefit of another 
person.

Sec. 06.50.400 prohibits a person, except as provided under sec. 06.50.270 - 06.50.330, 
from acquiring control of a licensee without the prior approval of the department.

Sec. 06.50.410(a1 requires the department to approve an application to acquire 
control of a licensee under AS 06.50.400 if the department makes certain determina­
tions.

Sec. 06.50.410fb1 requires the department to deny an application to acquire control 
if, after notice and a hearing, the department determines that the criteria for 
approval in (a) have not been satisfied.

Sec. 06.50.420/al authorizes the department to make certain determinations when 
reviewing an application under AS 06.50.410.

Sec. 06.50.420^1 clarifies that the conditions under (a) are not the only circumstances 
when the department may deterirme that an applicant or a director or officer of an 
applicant is not of good character or that an applicant’s plan to make a major change 
in the management of a licensee is detrimental to the safety and soundness of the 
licensee.

Sec. 06.50.430 prohibits a merger of the licensee with another corporation unless 
approved by the department and, if the licensee is not the surviving corporation, the 
surviving corporation is a licensee.

Sec. 06.50.440 prohibits a licensee from purchasing the business of another person 
without department approval.

Sec. 06.50.450 prohibits a licensee from selling all or substantially all of the licensee’s 
business or the business of an office of the licensee unless the purchaser is a licensee 
and the department approves.
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