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ABSTRACT

Objectives of this study are: (1) to summarize his-
torié agpects and scope of Alaska securities regulations and
laws; (2;\20 review background of the problem including
ethical deviance; (3) to show the interrelation df State and
Federal laws; (4) to outline federal security laws and regu-
lations related to Alaska; (5) to explain the Uniform Securi-
ties Act and organization; (6) to analyze the Alaska Securi-
ties Act of 1959, as amended; (7) to depict Alaska adminis-

tration of "Blue Sky" laws and (8) to summarize and state

conclusions.

iii
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I <
INTRODUCTION

Progress in 35 Years

A profound regulatory rehaissance hésimarked the sweep
of three and one half decades in the securities market places
of the United States. Still the court dockets and news
media reflect widespread deviance from acceptable ethical
standards in the fields of investments.

In 35 years the legal precept, "Caveat Venditor," has
taken its place beside the warning, "Caveat Emptor." In
a single generation the U.S. Government's laissez-faire

f : attitude has vanished; the predatory bucket shop operator
has been driven out. Moral suasion and fear of criminal
prosecution by state and federal governments have exerted
a salutary impact upon the vendors, exchanges and securities
traders. Still avarice and greed flourish at the public
expense in defiance of ethics and law.

Stock exchanges around the world are as close to Alaskan

investors as their telephones; securities agents -- varying
in degree of capability -- and prospective buyers -- ranging
from amateurish to sophisticated -- abound. Millions of

securities in the form of stocks, bonds, rights, warrants,

debentures and options are bought and sold daily by millions

of tradérs in the United States and abroad.

1
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"Blue Sky" law, emphasizing preventive rather than

punitive concepts, is defined by Black's Law Dictionary as

"a popular name for Acts providing for the regulation and
supervision of investment companies, for the protection
of the community from investing in fraudulent companies."

In his 1968 Annual Report,l Chairman Manuel F. Cohen

wrote:
£

The Securities and Exchange Commission
occupies a central role in a vital, delicate and
rapldly changing aspect of the natlonal economy -- the
finaneing of American industry and the provision of
necessary safeguards to the millions of investors who,
directly or indirectly, entrust their savings to the
securities markets.

B Our markets are growing and changing at an unprece-
{ dented rate. There are now more than 24 million direct
‘ stockholders. . . indirect investors [mutual fund, pen-
sion fund and life insurance policy holders] are esti-
mated to number in excess of 100 million.

Objectives of Thesis

Objectives of this thesis include a brief review of the
history of "Blue Sky" legislation that governs buying and
selling of securities, the problems involved in regulation,
the integration of Federal and State laws and a comparison
of the Alaska and other states' securities statutes and
administration.

Analysis will include:

1. Qualifications, registration, licensing and

1. Securities and Exchange Commission, 34th Annual
Report, 1968, p. XVII.
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supervision of securities agents, broker-dealers and
financial advisers.

. 2. Registration of securities.

3. Administrative and policing functions.

4. Coordination with other law enforcement
agencies.

5. Importance of the laws and regulations to
Alaska investors.

Out of this study will come the answers to these ques-
tions: Is the Alaska Securities Act of 1959, as amended,
adequate to meet current requirements? Does the law need
implementation?

Research Methodology

Information used in this thesis was obtained £from
statutes, law texts, reported cases, annual reports, pamphlets,

news media, law encyclopedia, reporters, digests and corre-

spondence.
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II

BACKGROUND OF THE PROBLEM

Historic Aspects

The problems of securities regulation are. "as old as
tﬂé cupidity of sellers and the gullibility of buyers" in
the words of the late Professor Louls Loss, former associate

counsel of the U.S. Securities and Exchange Commission. 2

Predatory inclinations seem to characterize some of the
securities dealers of every generation.

Professor Loss'pbserved that enactment between 1933 and
1945 of the U.S. Secuf{ties Act and kindred federal laws

{ "followed a generation of state regulations, and several
centuries of legislation in England."

Under Edward I, in 1285, a statute was enacted which
authorized the Court of Aldermen to license brokers in
London. Prosecutions were instituted frequently under this
act over the years.

Loss hoted that 400 years later Parliament approved
"an act to restrain ti*». number and ill practices of brokers
and stock jobbers."

In 1720 the English Parliament passed the "Bubble Act,"

which prohibited issuance of "false or irregular charters"

2. Louis Loss, Securities Regulation, p. 1283.

mn
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to companies. The act referred to "persons who contrive or

attempt such dangerous and mischievious undertakings or

projects, under false pretences of publick good, do presume
to open books for publick subscriptions, and draw

in many unwary persons to subscribe therein towards raising

~great sums of money, whereupon the subscribers or claimants

under them do pay small proportions thereof."

The 1720 act was repealed in 1825." In 1844 Parliament
enacted the Companies Act. It, when amended in 1867, required
compulsory disclosure of financial conditions, a review of the
purposes of the corporation, state registration and other

- essential facts.
- In 1890 Parliament enacted the Directory Liability law®
which made corporation directors and promotors liable
criminally for false statements in prospectuses.
It was strengthened by amendments in 1907, 1928 and 1947.
In 1939 the Prevention of Fraud Act® required registra-
tion of all securities dealers in Great Britain.
In 1900 the U.S. Congress7 passed its first legislation
covering fraudulent securities transactions. It was
punitive only.

During 1933 and 1945 the U.S. Congress enacted the

3. Ibid., p. 4. 6. Ibid., p. 6.
4. Tbid., p. 5. 7. Ibid., p. 7.
5. Ibid., p. 5
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securities laws now in force which embody many of the
English concepts.

In 1956 the Uniform Securities Act was approved by the
National Conference of Commissioners on Uniform State Laws.
This law was enacted by the Alaska legislature in 1959 and
1961.

Ethical Deviance in Investments

Citations which follow reflect the current level and

scope of deviance.

The Securities and Exchange Commission 1968 Annual

Report8 included the following cumulative data for its 35
- years: 4,219 persons referred to the Justice Department for

prosecution; 4,145 persons indicted; 2,167, convicted; 412,
acquitted; 1,048, dismissed; 518, pending prosecution.
Other actions by the SEC totaled 1,988,9 these included
actions to enjoin violations, to enforce subpoenas, mandamus
and miscellaneous cases. Many involved fraudulent practices,
suppression of essential information in accounting state-
ments and failure fully to disclose pertinent facts to which
securities buyers are entitled.

Notable recent cases included:

Securities and Exchange Commission v. Fifth Avenue

8. Securities and Exchange Commission, 34th Annual
Report, 1968, Table 13, p. 191.
9. Ibid., Table 10, p. 188.
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Coach Lines, Inc;, Roy M. Cohn and others .10
after . . . a 6-week trial, . . . the court
found . . . the defendants . . . had 'conspired to use

Fifth for their own purposes,' that they had evidenced

a 'marked propensity' to engage in ‘'the sort of self-

dealing and dealing with affiliated companles which

the .". . [Investment Company Actl] was designed to

prevent' and that, while most of the transactions

charged did not 1nvolve fraud in the purchase or sales
of securltles, they involved 'overreachlng and 'fla-
~grant violations of fiduciary duty.

Securities and Exchange Commission v. Wolfson and
Gerbert wherein Louis Wolfson, a noted eastern financier,
and his associate, Elkin B. Gerbert, were convicted of "con-
spiracy to violate" and "substantive violations" of regis-
tration requirements of the 1934 Securities and Exchange
Act.! Stock of a corporation defendants controlled was
sold publicly without registration. The company had a large

o deficit that was not revealed.

Conviction of Lowell M. Birrell, fugitive from justice,
who returned from Brazil to stand trial, was another signifi-
cant case in the Securities and Exchange Commission 1968
records .12

Birrell was convicted of (1) conspiracy in the sale of

unregistered stock of American Leduc Petroleum, Ltd., a

defunct oil company, and (2) defrauding purchasers of Leduc

10. Ibid., pp. 117-118; 289 F. Supp 3 (S.D.N.Y. 1968).
11. 65 Cr. 720 (S.D.N.Y.); Securities and Exchange Com-

mission, op. cit., p. 55.
12. 67 Cr. 692 (S.D.N.Y. ) Securities and Exchange Com-
mission, op. cit., p. 55.
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securities.

Investment news media chronicle similar cases.

The Wall Street Journal hailed the elevation of Hamer

H. Budge to thkz Chairmanship of the SEC by observing his
identification ". . . with the little guy -- the guy at the
mercy of the Eastern Establishment."13

The Wall Street Journal in another article announced:

The Securities and Exchange Commission suspended
Joseph Davis, former manager of First Hanover Corp.'s
Hollywood, Fla., office, from association with a
broker-dealer for five months.

The SEC found that Mr. Davis sold Intelectron
stock to customers without regard for their invest-
ment needs and objectives and 'in disregard of in-
formation as to Intelectron's financial condition
and business operation.' It also found that Mr.
Davis made false and misleading statements to cus-
tomers concerning Intelectron's assets, and pros-
pects for perfection of a hearing aid 'for inser-
tion in the user's tooth.'

The Wall Street Journal carried this piece:

The New York Stock Exchange's governing board
is expected to vote . . . on a package of measures
that would significantly broaden its disciplinary
powers [under the 1934 Securities and Exchange Act]
and strengthen existing ones. ’

. The punishments range in severity from
censure to fines, suspension and expulsion. One
proposed step would establish a maximum $100,000
fine against a member firm for each violation of
exchange regulations. Another proposal would
raise to $25,000 from $10,000 the maximum fine

against an individual member or allied member. 1°

13. The Wall Street Journal, Feb. 24, 1969, p. 2.
i4. Ibad., March 4, 1969, p. 18. .
15. Ibid., January 13, 1969, p. 7.
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The New York Times observed that:

The Securities and Exchange Commission has
moved quietly but forcefully into the operational
difficulties on Wall Street brought about by mas-
sive stock market volume. ‘

The Securities Exchange Act of 1934 requires
brokerage firms to keep their books and records
up to date. The records of a number of firms
are known to have fallen into a chaotic state

The article continued:

. . some firms might even be liable under
the fraud prov131ons of the securities laws, since
. « . these firms have continued to do business
while their operational problems remained un-
solved implied that they were able to function
properly when, in fact, they were not. . .16

p

The Wall Street Journal in another article reported an

increase in securities thefts and quoted New York Stock
Exchange officials as saying it is "imperative to develop
methods for closely checking the backgrounds of persons
ll’l7

employed in the securities industry.

The Wall Street Journal carried the following also:

The former vice president of a defunct drug
wholesaler told a New York State inquiry into gang-
ster operations in business of substantial clandes-
tine payments of officials of a holding-company
complex that controlled the drug concern for 21
months. The executive . . . told the . . . Com-
mission that the holding company, identified as
Twentieth Century Industries Inc. of Brooklyn, 8
employed a former convict with links to the Mafia.l

16. The New York Times, January 15, 1969, p. 5.
17. The Wall Street Journal, March 5, 1969, p. 3.
18. 1Ibid., March 7, 1969, p. 5.
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B

Twentieth Century Industries is a publicly held
company. Its stock is traded over the counter.

The tendency towards ethical deviance is obvious; the
level, nature and scope of variance from professional
standardé.is significant to this thesis.

The departures from integrity emphasize not so much the
requirement for more laws but for more stringent enforcement,

implementation of administrative controls and educational

facilities.
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INTERRELATION OF STATE AND FEDERAL LAWS

Interdependence of Government Entities

Administration of Securities laws involves the State
and Federal Governments, the New York Stock Exchange and its
lesser counterparts, the National Association of Securities
Dealers and other official agencies.

It should be noted that the Federal Constitution pro-
vides that it "and the laws of the United States which shall
be made in pursuance thereof . . . shall be the supreme law
of the land and the judges in every state shall be bound

{ thereby, anything in the constitution or laws of any state
to the contrary notwithstandi_ng."lg

Comment by State Director

John K. Robertson, the Alaska Director of the Division
of Banking, Securities and Small Loans, has expressed these

collateral concepts:

One purpose of the Alaska Securities Act is to
regulate intra-state transactions: however, there are
at least two other important purposes. The regulation

"of the business of dealing in securities (licensing of
broker-dealers and agents) and the registration of an
interstate offering, a portion of which is to be
offered in this State.

state supervision is complementary to SEC

19. Art. VI, Para. 2, United States Constitution.

11
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[Securities and Exchange Commission] supervision and
vice versa. It has been my experience that there is
.very close cooperation between the State Administrators
and the various Regional Offices of the SEC. 20

Purpose and Validity of State Laws

All of the states, except Delaware, have enacted
statutes generally known as "Blue Sky" laws. Their purpose
is to prevent "speculative schemes . . 2l Theip regula-
tory impact extends to all intrastate dealers and buyers and
their interstate operations.

"All [suchl] legislation has as its basis the recogni-
tion of the fact that for the great majority of the people,
uneducated to the complexity of corporate organization and

to the intricacies of investing, there is a need for protec-

e

tion from dishonest and unscrupulous promoters and their
doubtful and often worthiess stocks . "2?

The securities laws generally have replaced punitive
type statutes which prescribed pgnalties for fraud and
injunctive remedies.2?3 The emphasis now is on prevention.

Validity of state laws governing securities controls

has been upheld by the United States Supreme Ccurt. 2"

20. John K. Robertson letter dated June 27, 1968,
(Appendix A.) ‘

21. Hall v. Geiger-Jones Co., 242 U.S. 539.

22. Blue Sky Law Reporter, Para. 501, Vol. 3, p. 181.

23. 1Ibid., Para. 503, Vol. 3, p. 181.

24, Caldwell v. Sioux Falls Stock Yards Co., 242, U.S.
559; Merrick v. N. W. Halsey & Co., 242, U. S. 568.
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FEDERAL SECURITIES LAWS

Federal Securities Acts

Five major Federal laws encompass regulation of securi-
ties. These statutes also control the Exchanges and the
supervision of the thousands of personnel who engage daily
in the marketing process. These laws are essential to
investors of Alaska and the 49 other states. The laws are
administered by the five-man Federal Exchange and Securities

Commission. General purposes are:

25 Its main

1. The Securities Act of May 27, 1933.
purposes: (a) "To provide full and fair disclosure of the
character of securities sold in interstate and foreign com-
merce and through the mails; (b) to prevent fraud in the
sale thereof; (c) provide for adﬁinistration of the act by
the Federal Trade Commission."

In Oklahoma-Texas Trust v. The Seéurity and Exchange
Commission (see 2.c. seq.) the Circuit Court of Appeals
decided in 1939 that securities are the subject of "inter-
state commerce and that it is within the constitutional

n26

power of Congress to regulate that commerce. There has

been no further appeal to the U.S. Supreme Court.

25. 48 Stat. 74, 15 U.S.C. 77a-1u0.
26. C.C.A. 1939, 100 F 2nd 888.

13
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2. The Securities Exchange Act of June 6, 193Ll.27 Its
main purposes: '"(a) To provide for the regulation of
securities exchanges and of over—the—countef markets opera-
ting in interstate and foreign commerce through the mails;
(b) to prevent inequitable and unfair practices on such
exchanges and markets; (c) to create the Securities and
Exchange Commission and transfer to it from the Federal
Trade Commission the duty and power.of enforcing the provi-
sions of the 1933 Securities and Exchange Act, which was
substantially rewritten and incorporated into the 1934
Securities and Exchange Act;28 (d) establish the criteria
for operation of national securities exchanges, registration
of exchanges, securities, those engaged in that business and
marginal financing."

The constitutionality of the 1934 Act was upheld by

9

appellate court in 1940.2 Securities regulatory law does

not violate the 1l4th Amendment "due process" provision of

the U.S. Constitution.30

Securities regulatory law does not
violate the constitutional right to contract.3l Other

lesser provisions of State and Federal Securities laws have

27. 48 Stat. 88l; 48 Stat. 905, 15 U.S.C. 77a-140.

28, Sec. 27 and 28, 48 Stat. 905, 15 U.S.C. 77a-140.

29. Wright v. Securities and Exchange Commission,
C.C.A. 1940, 112 F 2nd 89.

30. Hall v. Geiger-Jones Co., 242 U.S. 540, 61 L. Ed.
480; Sanders v. State of Georgia, 172 Ga. 70, 158 S.E. 791,
Appeal Dismissed, 284 U.S. 591, 52 S.Ct. 140.

31. Brandege v. Chase Securities Corp., 10 N.E. 2nd
472, Appeal Dismissed, 302 U.S. 660, 58 S.Ct. 476.
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wighé%ood court tests. o

3. The Public Utility Holding Company Act of August
26, 1935.%2  1ts purpose: "(a) To provide for control and
regulation of public utility holding companies; (b) their
registration; (c) regulation of their acquisitions of
securities, inter-company loans, dividends, sales of assets;
(d) reporting of activities to the Securities and Exchange
Commission, which administers the act; (e) penalties for
violations."

An appellate court in 1951 decided that the Act "was
designed to protect the public, investors and consumers,
from economic effects of complex, unwieldly and dishonest
organization of public utilities and particularly from the
effect of false, misleading and irresponsible securities
advertising;"33 No appeal was carried up from that decision.

t, The Trust Indentures Act of 1938, as amended to
September 13, 1960.3% Its purpose: "(a) The regulation of
the sale of certain securities (e.g., bond issues) in inter-
state and foreign commerce and through the mails; (b) the
administration of the Act by the Securities and Exchange
Commission."

5. . The Investment Company and Advisers Acts of 1940,

32. 48 Stat. 838, 15 U.S.C. 77h-140.
33, Commonwealth v. Southern Coop., C.A. Del. 1951,

186 F 2nd 708.
34, 53 Stat. 1149, 15 U.S.C. 70h-140.
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as amended to March 31, 1961.3S These provide: "(a) For
the registration and regulation of investment companies and
investment ;Evisers," including management companies of
mutual funds and kindred entities; (b) administration by the
Securities and Exchange Commission.

Other Regulatory Agencies

The vast body of Federal laws clothed the following
quasi-public agencies with regulatory and disciplinary

powers:36

1. The New York Stock Exchange Board of Governors.

That body is responsible to the U.S., Securities and Exchange
Commission. Its 500-page Constitution and Rules deal prin-
cipally with procedures and ethics in the following areas:

a. Protection of the interests of customers and
shareowners by rigid standards for listing of securities,
periodic filing of financial reports and penalties for
violation.

b. The auction market on the Exchange floor.

c. Exchange contracts, their clearance, delivery
and settlement.

d. Personal qualifications of members of the
Exchange, of partners or officers of member firms, and of

member firm employees representing firms with the public.

35. 54 Stat. 847, 15 U.S.C. 70h-140.
36. Loll and Buckley, The Over-the-Counter Securities

Markets, Eu 128,
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e. Organization of a member ffrm; its cap¥£a¥4b
assogiations with non-member firms, and business conduct:

2. The Board of Governors of the American Stock
Exchange, the National Stock Exchange, the Pacific Coast
Exchange and other lesser ﬁxchanges, also are answerable to
the U.S. Securities%and Exchange Commission. They exercise
broad regulatory powers over their Exchange members and the
listing and delisting of securities offered to the public.

3. In addition to the exchabges,'federal departments
constantly are on the alert for violations. They include
the Justice Department, the U.S. Post Office Department, the
Interstate Commerce Commission, the Federal Trade Commis-
sion, the Federal Power Commission, the Internal Revenue
Service, the Federal Communications Commission, the Federal
Reserve System and others.

4. The National Association of Securities Dealers,
Inc., is a nationwide influence through its comprehensive
training course for dealers, brokers, advisers and salesmen,
rigid examinations and licensing.37 The NASD was registered
with SEC as a national securities association in August 1939 .
under provisions of the Maloney Act, an amendment (Sec. 15
A) of the 1934 Securities and Exchange Act. The NASD is the

only association registered under the Maloney Act. SEC

37. National Association of Securities Dealers, Inc.
Manual, Reprint, January, 1969, p. 109.
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supervises the NASD v;ahich serves as a "mechanism of regula-
tion among over-the-counter brokers and dealers operating in
interstate and foreign commerce or through the mails."38

The Federal laws and regulatory agencies provide legal

security for Alaska investors who trade by airmail and tele-

phone with the market places of the nation.

o,

- 38. Loll and Buckley, op. cit., p. 139.
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THE UNIFORM SECURITIES ACT AND STATE LAWS

National Conference Action

The Uniform Securities Act was drafted in 1956 and
amended in 1958 by the National Conference of Commissioners3?
on Uniform State Laws. The Commission recommended it for
enactment by all the states. It has béen adopted by 24
states, including Alaska, and the District of Columbia and
Puerto Rico (see Table 1). It is sufficiently flexible to

permit additions and amendments to fit the needs and wants

of every state. It has the approval of the American Bar

{ Association. It consists of these main divisions:
Part I - Fraudulent and Other Prohibited Practices
Part II - Registration of Broker-Dealers, Agents and

Investment Advisers
Part III - Registration of Securities
Part IV - General Provisions
The Uniform Securities Act was drafted at the request
~of the Conference by Professor Louis Loss of the Harvard Law
School and Mr. Edward M. Cowett, Research Associate. The
Act was compiled after a two~year study of state securities

regulations made in consultation with an advisory committee

39. Uniform Securities Act pamphlet, Amended August
18-23, 1958, pp. 3-7.

19
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containing representatives of the Conference, the American
Bar Association, the National Association of Securities
Administrators, the Securities and Exchange Commission, the
Inveétment Bankers Association of America, the National
Association of Securities Dealers, Inc., as well as several
practicing lawyers with experience in "Blue Sky" law. 0

This background is essential to this analysis which
relates to the Uniform Securities Act and the Alaska laws.
Types

Examination of the 49 current state "Blue Sky" laws
indicates great similarity.L‘Ll

This is due to extensive adoption by the states of the
Uniform Securities Act. It can be adopted in whole or in
part by State legislatures, allowing for local situations.

State laws differ in detail, but can be classified into
four categories. |

1. The fraud type, such as the laws of Mississippi, is
least regulatory; penalties are prescribed for fraudulent
sales of securities; injunction is a legal remedy; dealers,
brokers, and agents are not licensed. In some instances
securities are not registered. The Attorney General-of the

state is usually clothed with broad authority to investigate

and prosecute violators.

40. Blue Sky Law Reporter, Vol. I, pp. 181-183.
41. Tbid., Vol. I, II, and III.
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2. The second type of statute -- exemplified by the
Maine law -- regulates securities séles and actions of
dealers, brokers and agents.

3. The third type of law provides for regulation of
securities, but not vendors. This is true of Wyoming.

4. The three types of regulatory laws described are in
the minority. Many states -- like Alaska ~-- have enacted
uniform legislation providing for licensing of dealers,
brokers, agents, salesmen, investment advisers and registra-
tion and regulation of securities by notification, coordina-
tion, announcement or qualification.

Some important provisions of the "Blue Sky" laws of the
49 states and District of Columbia are set forth in Table 1,
et. seq.

Provisions of laws, not shown in the table but common
to most states ineclude these:*?
1. Registration of non-exempt. securities offered to

the public.

2. Enumeration of securities exempted from registration.

3. Registration of investment advisers, brokers,
dealers and agents, after their written applications for
licenses have been approved folloWihg detailed investigation
of applicants.

4. Cooperation by the states with the Federal Securities~

42, Ibid., Vol. I, pp. 184-187.
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and Exchange Commission and legally authorized agencies

"such as the stock exchanges and National Association of

Securities Dealers, Inc., whose licensees, following rigid
examinations, are recognized by most states.

5. Accountability of violators of securities laws
under civil and criminal codes.

Examination for vendors licenses vary; some refer only
to salesmen, some to their dealer or broker employers and
some to investment advisers.

Bonding requirements vary.

Educational accomplishments required for appointment as

Securities administrator are prescribed in the laws of some

”
states.

That "security regulation is a full time job for

nl3

experts is well documented.

Comments on Table 1

The statutes cited in Table 1 indicate that Alabama,
Arizona, Colorado, Maryland, New York and West Virginia
specify that the Directors of their State Securities Divi-
sion shall meet certain educational qualifications on law,
business administration and accounting.

A review of the Securities Laws make it amply clear
that law and accounting are subjects with which a Director

of Securities must be conversant.

43, Ibid., p. 183.
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TABLE 1
RESUME OF STATE LAWS

(1) (2) (3) (u) (5)
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ALABAMA (Code of Yes Yes $10,000 if Attorney Gen-
Alabama, Title less than eral is-Securi-
. 53, Sec. 5201- $25,000 ' “ties Commis-
i 5226) assets. sioner and
' designator of
Assistant
Attorney Gen-
eral as Adnmin-
istrator‘¥®
ALASKA (A.C.L., Yes No 510,000 if Department of
Chap. 55, Sec. less than Commerce. No
45,55.010 thru $25,000 special quali-
45.55.270 & reg. assets. fications for
Sec. 607-608) Director of
Securities
ARIZONA (Arizona No No Discretionary State Corpora-~
Statute Title uu, tion Commi?si?n
Chap. 12) (See note)'¥¥

(%) Securities Administrator must be law trained.

(xx) Director of Securities must have (1) broad experience
in Banking and Corporation Finance. (2) have a college or
~graduate degree with emphasis on investment banking and
corporate finance. He must devote all of his time to his

position.

NOTE: Unless indicated no special professional qualifica-
tions are required by law of Securities Administrators.
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ARKANSAS (Arkansas Yes Yes Broker-Dealers State Securi-
Sec. Act, Title 67 ‘ $10,000 Man- ties Commission .
Sec., 67-1235- datory; under Banking
67-1262) Salesmen, Commissioner
$5,000 Manda-
g tory.
i
) CALIFORNIA (Calif. No No $10,000 is Division of
Corp. Code Title Y4, mandatory. Corporations
Div. 1, as amended.
Corporate Securities
Law of 1968, Chap.
88, eff.. 2 Jan. 69)
COLORADO (Colo. Yes No Up to Securities Com-
Revised Statutes $10,000 missioner
1963, Chap. 125 as required if appointed by
amended, Chap. 3, Sec. Com. Attorne¥
Art. 9 as amended, requires Generall¥)
Chap. 72 as amended) bonds in any
case.
CONNECTICUT (Gen'l No No None Bank
Statutes of Conn., required. Commissioner

Revision of 1958 as
revised by Laws 1967,
P.A. No. 391, as
amended)

(x) Securities Administrator must be law trained.
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DISTRICT OF Yes Yes Commissioner Public Service
- -~ "COLUMBIA (D.C. fixes amounts Commissioner

Code 1965, Title up to

2, Chap. 24) $25,000.

DELAWARE (No "Blue

Sky" statute)

FLORIDA (Fla. No Yes Bonds up to Florida Securi-
statutes 1968 as $5,000 ties Commission
+ amended Sections required.

517.01 thru
517.33 and 775.06 and
817.34 and regulations)

GEORGIA (Ga. Sec. No No $10,000 Secretary of
Act Laws, 1957) Broker- State
: Dealers; $1,000
Salesmen.
HAWAII (Revised Yes Dis- Up to $5.,000 Commissioner of
. Laws of Hawaii, " cre- may be Securities
1953, as amended tionary required

by Laws 1957 and
amended by Law
1967, Art. 57)

IDAHO (Idaho Code Yes Yes Mandatory Department of
1967 Spec. Sup., $25,000 Finance under
Title 30, Chap. 14 Broker- Commissioner
as amended) : Dealers; of Finance
$10,000
Salesmen.
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ILLINOIS (Laws No No None Securities Com-
1953; Revised missioner under
Statutes Chap. Secretary of
121-1/2, as amended) State
INDIANA* (Uniform  Yes No Broker-Dealers Securities Com-
i Sec. Act, Laws 1961, $25,000 if missioner under
‘ Chap. 333, eff. July assets are Secretary of
1, 1961) under $25,000. State
IOWA (Code of Iowa No Yes $5,000 Commissioner of
1966, Sections mandatory. Insurance ap-
502.1 thru 523.2 points Superin-
and Regulations tendent of
Sec. 1.1 thru 1.10) Securities
Department
KANSAS (Kansas Yes Yes $5,000 State Corpora-
Statutes annotated mandatory. tion Commis-
17-1252-17-~1275) sioner appoints
Securities
Commissioner
KENTUCKY (Kentucky Yes Yes $10,000 if Administration

Revised Statutes,
1966, Cumulative
Supplement as
amended, Sec. 292.310
thru 292.991, Reg.
20,601) '

%#With modifications

-

assets are
not $25,000.

under Depart-
ment of Banking
and Securities
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Securities Act,
Laws 1964, P.A.
No. 265)

(x)

if assets are
not $50,000.

(1) (2)  (3) (1) (5)

=
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LOUISIANA (La. No No None State Banking
Revised Statutes Commissioner is
of 1950, Sec. ex officio Com-
51:701-51:719 missioner of
and regulations) Securities
MAINE (Maine No No $10,000 or Banking Commis-
Rev. Statutes, proof of sioner appoints
annotated 1964, financial Director of
Title 32, Chap. 13, responsi- Seécurities
1966 Supplement) bility. Commissioner
MARYLAND (Anno- Yes Yes Up to Under Depart-

" tated Code of Md. ' $10,000 may ment of Law;
1957, 1967 Replace- be required. Commissioner
ment, Art. 32A, as appointed by
amended, Sz2c. 13- Attorne¥
Ly) Generall¥)
MASSACHUSETTS No Yes No Department of
(Gen'l laws of Public Utili-
Mass. Chap. 110A, ties Division
re-enacted in 1932, of Investiga-
Chap. 290, Sec. 1, tions and
as amended) Securities
MICHIGAN (Uniform Yes No File $10,000 Department of

Commerce their
Securities
Commissioner

Securities Administrator must be law trained.
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MINNESOTA (Minn. No No $15,000 if Commissioner
Statute, 1951, as assets are of Securities
amended, Sec. less than
80.01 - 80.37 and that.
Reg. I - IX)
i MISSISSIPPI (Miss. No No $500 to Secretary of
- Code, 1942, $50,000 re- State
Recompiled 1956, quired at
as amended) discretion of
Administrator.
MISSOURI (Rev. Yes No Up. to $25,000 Secretary of
Statutes of Mo., if assets do State
18959, Chap. 409, as not equal
amended, Sec. $100,000.
409.101-409.419 and
Regulations)
MONTANA (Rev. Yes No $5,000 by Investment
codes of Mont., ' Salesmen Commissioner
1947, 1955 Replace- required. under State
ment as amended Auditor
Title 15, Chap. 20
as amended)

* NEBRASKA (Rev. Yes No Bonding by Director of
Statutes of Neb. ' Director is Banking
1943, 1965 Cumulative discretionary
Sup. and Sec. Act of based on
Neb., Laws 1965, Chap. application.

549, Sec. 8-1101 -
8-1124 and Laws 1967,
Chap. 29, Sec. 3-5)
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NEVADA* (Nevada Yes No $10,000 if Secretary of
Code annotated, assets are State
Sec. 90.010 to less than
90.210) $25,000.
) NEW HAMPSHIRE (N.H. No No None Insurance
! Rev. Statutes, an- Commissioner
notated, Chap. 421,
as amended, Sec.
421.1 - 421.41)
NEW JERSEY (Rev. Yes No Up to $25,000 Chief, Bureau
Statutes of N.J. if assets are of Securities
1937, Cumulative less than and Security
Sup., as amended $25,000. Advisory
Sec. 49:3-47 - Committee
49:3-76)
NEW MEXICO (N.M. Yes No  $10,000 Commissioner of
Statutes annotated Bond Securities

1953, Replacement

1966 Sec. 48-18-16
to 48-18-21; Reg.

I thru X)

“With modifications
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NEW YORK (Consoli- No No None Attorne¥
dated Laws, Chap. Generallx)
20, Gen'l. Bus. Law,
Art. 23-A, Sec. 352-
359h; Chap. 18, Sec.
160, Chap. 40, Art.
40, 64 and 86, Chap.
8, Art. 63 and 83,
Title 13, Chap. 11)
NORTH CAROLINA No No Security Com- Secretary of
(Gen'l. Statutes of missioner can State
N.C., 1943; Replace- require bond.
ment 1965, as amended,
Sec. 78-1-78-24)
NORTH DAKOTA No No Yes. Amount Security Com-
(N. Dak. Century is set by missioner
Code, Sec. 10-04-01 Commissioner. appointed by
- 10-04-20; Governor
43-22-01 - 43-22-09;
Regulations)
OHIO (Ohio Rev. No No None Division of

Code, Chap. 1707,
as amended, Sec.
1707.01 - 1707.99
and Regulations)

(%)

Securities

Securities Administrator must be law trained.
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OKLAHOMA (0Okla. Yes Yes $10,000 if Administrator
Statutes 1961, 1964 assets are appointed by
Sup., Title 71, as under Oklahoma
amended, Sec. 1-15, $25,000. Securities
101-102, 201-204, Commission
301-306, 401-413,
501-503, Rules)
OREGON (Ore. Rev. Yes No  $10,000 Corporation
Statutes, Chap. 59, N Commission
1967, Replacement
Pact, Sec. 59.005 -
59.991 and Regula-
tions)
PENNSYLVANIA No No None Securities
(Purdon's Pa. Stat- Commission
utes annotated, \
Title 70, Code
Sec. 31-58)
RHODE ISLAND ilo Yes None Director of
Gen'l. Laws of R.I., Business
1956, Title 7, Regulation
Chap. 11, as amended,
Sec., 7-11-1 - 7-11-30
and 27-12-1 - 27-1-36
and Regulations)
SOUTH CAROLINA Yes No $1,000 to Secretary of
(Code of Laws of $10,000 State appoints

S.C., 1962, as
amended, Sec. 62-1 -
62-319 and Regulations)

Securities
Commissioner
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SOUTH DAKOTA (S. No No $5,000 to Governor
Dak. Code of 1939, $15,000 appoints
1960 Sup., as Commissioner of
amended, Sec. Securities
§5.1901 - 55.9913 °
and Regulations)
TENNESSEE (Tenn. No Yes None Director under
Code annotated, Commissioner of
Title 48, Chap. 16, Insurance and
as amended, Sec. ‘/ Banking
48-1601 - 48-1651
and Regulations)
TEXAS (Laws, 1957, No No None Texas Securi-
Chap. 269, as ties Board
amended and Vernon's appoints
Annotated Rev. Civil Securities
Statutes, Sec. 1-39) Commissioner
UTAH (Utah Code Yes No $10,000 for Utah Securities
annotated, 1953, as Broker- Commission
amended, Sec. 61-1-1 Dealers and
- 61-1-28 and Advisers.
Regulations)
VERMONT (Vt. Stat- No No Dealers - Commissioner of
utes, Annotated $1,000 to Banking and
Rev. of 1959, Title $25,000. Insurance
9, Chap. 131, as
amended, Sec. 9-4201
~ 9-4241 and

Regulations)

/
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VIRGINIA (Code of Yes Yes Up to $25,000 State Corpora-
Va., 1950; 1966 if assets are tion Commission
Cumulative Sup., less than
Sec. 131.1 - 13.541) +$25,000.
WASHINGTON (Rev. Yes Yes Up to $25,000 Administrator

- Code of Wash., as - if assets are appointed by

5 amended, Sec. less than Department of
21.20.005 - 21.20.940) $25,000. Licenses
WEST VIRGINIA No Yes None State
(Code of W.Va., Re- ' Auditor(x)
enacted Laws, 1935,
Chap. 104, Sec.
32-1-1 to 33-5-31)
WISCONSIN (Wisc. No Yes None , - Commissioner of
Statutes, 1963, as Securities
amended, Sec.
189.02 - 201.106
and Regulations)
WYOMING (Wyo. Yes Yes Up to $25,000 Secretary of
Statutes, 1957, '~ if assets are State
Compiled 1965, Title less than
17, Chap. 17.1, Sec. $25,000.

17-117-1 - 17-117-29)

(x) Accounting Training required.

) 44, Columns (1) and (2): See National Conference of
{ Commissioners on Uniform State Laws letter April 7, 1969
(Appendix A).
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THE ALASKA SECURITIES ACT OF 1959

Alaska Statute Embodies Uniform Law

Federal and State Securities laws, outlined in the pre-
ceding chapters, along with enforcement agencies, directly

provide vast protection to the Alaska investor. A verity

o,
of law is this:

A state securities law can have no extra-
territorial effect; the validity of a contract for the
sale of securities is determined by the law of the
state where the contract is executed and consummated.
Consequently, where a person is solicited to subscribe
for stock in one state, and executes a subscription
agreement in another state, the_law of the latter

. state governs the transaction.

{ :

- The Alaska Securities Act of 1959, as amended, is in

~general conformity with the Uniform Securities Act, as
amended. There is some minor variance. The Uniform Securi-
ties Act, discussed in Chapter V, is offered as an accepta-
ble criteria, because of its formulation and approval by
nationally recognized organizations and specialists in the
field of investment law, and adoption by many state legisla-
tures.
The following provision of the 1934 Securities and
Exchange Act should be noted:
Nothing in this title (I) shall affect the
. 45, Blue Sky Law Reporter, Vol. 1, p. 204.
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jurisdiction of the securities commission (or any

agency or officer performing like function) of any

State over any security or any person insofar as it

does not conflict with the provisions of this title

or the rules and regulations® thereunder.

Alaska securities law relates to (1) foreign securi-
ties, if not exempted from registration, that are offered
for sale in Alaska, (2) securities originating in Alaska, if
not exempt from registration, and (3) securities vendors and

advisers doing business in the State of Alaska.

Analysis and Comments on Article 1

Artidle 1. Fraudulent and Other Prohibited Practices,
Sec. 45.55.010. Sales and Purchases, (see Appendix B) reads:

. It is unlawful for a person, in connection with
i the offer, sale, or purchase of a security, directly
o or indirectly, to

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

(2) make an untrue statement of a material
fact or omit to state a material fact the omission of
which makes a statement misleading; or

(3) engage in an act, practice, or course
of business which operates or would operate as a
fraud or deceit upon a person.
Section 45.55.020. Advisory activities: This defines
legal scope of an investment advisor's fee basis and other
responsibility.

This article incorporates the provisions of the Uniform

46. 48 Stat. 881, 15 U.S.C. 772-140, Title I, Sec.
28.(a).
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Analysis and Comments on Article 2

Article 2. Registration of Broker-Dealers, Agents and
Investment Advisers (see Appendix C).

Sec. 45.55.030 sets forth registration requirements.

Sec. 45.55.0u40 sets out registration procedure.

Sec. 45.55.050. Post-registration provisions are cited.

Sec. 45.55.060 covers denial, revocation, suspension,
cancellation, and withdrawal of registration.

The provisions of this article are identical to those
of the Uniform Securities Act, Part TI.48

It is noteworthy that Alaska does not require any

i examination of broker-dealer agents and investment advisers.

They are only required to obtain licenses by application and
satisfactory investigation reports (see Appendix D).

Mr. Robertson, Alaska Director of Securities, on June
27, 1968, stated: "As soon as possible we plan to require
broker-dealer and agent examinations as a part of the regis-
tration procedure. It is our feeling that only the compe-
tent and experienced persons should be allowed to offer
securities to the public.”" (See Appendix A.)

Mr. Robertson on July 9, 1968 wrote: '"NASD or state

examination is not required at the present time in order to

_ 47. Uniform Securities Act Pamphlet, Amended August 18-
(- 23, 1958.
48, Ibid.
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license a broker-dealer or agent; however, most agents
representing national firms have passed either the NASD
examination or another state examination. We are planning
to accept the NASD examination in lieu of our own" (see
Appendix A).

Joseph P. Burleigh, Membership Department Manager,
NASD, Inc., Washington, D.C., wrote on July 8, 1968:

"There is no mandatory-requirement for registration
with this association. Federal law requires that one who
engages in any phase of the investment banking and securi-
ties business must_register with either the Securities
Exchange Commission or with a national securities associa-
tion" (see Appendix A).

The Uniform Securities Act makes mandatory the posting
of an approved surety company of $25,000 by a broker-dealer
and a $10,000 bond by each salesman. The Alaska law
requires this if assets are not $25,000. The Alaska law
leaves the posting of a bond up to $10,000 up to the judg-
ment of the administrator of the Securities Act (see
Appendix E).

Analysis and Comments on Article 3

37

Article 3. Registration of Securities (see Appendix F).

There are three methods of registering securities:
1. Registration by notification.

2. Registration by coordination.
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3. Registration by qualification.

Sec. 45.55.070. Registration requirement: "It is un-
lawful for a person to offer or sell a security in this
state (1) unless it is registered under this chapter or (2)
the security or transaction is exempted. N

Sec. 45.55.080. Registration by notification. "(a)
The following securities may be registered by notification:"
A list follows.

Then follows a recitation of types of securities,
company 's history, registration statement details including
a balance sheet, a description of the security, data on the
issuer and kindred information.

Sec. 45.55.090. Registration by coordination. "(a) A
security for which a registration statement has been filed
under the Securities Act of 1933 in connection with the same
offering may be registered by coordination. L

A recital follows on information to be included in the
statements, e.g., three copies of the Prospectus filed
with the Securities Exchange Commission.

Sec. 45.55.100. Registration by gualification. "(a)
A security may be registered by qualification. . .

Then follows a list of what statements and information
is required under the Securities Exchange Commission

Prospectus,'fees schedule ranging from $50 to $1,000,

denial, suspension and revocation of registration.
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A list of grounds for action follows, including illegal
pursuits, sale of securities for too high a commission, a
discount and kindred grounds.

The courts and legal texts haQe defined "Blue Sky" laws
as "a popular name for acts providing for the regulation and
supervision of investment companies; a law intended to stop
the sale of stock in fly-by-night concerns, visionary-oil
wells, distant gold mines and other like fraudulent exploita-
tions."49
The provisions of this section are virtually identical

with those of the Uniform Securities Act, Part 111.50

Analysis and Comments on Article U4

Article 4. General Provisions incorporated in Part IV
of the Uniform Securities Act®l (see Appendix G).
Sec. 45.55.130 covers many definitions.

Sec. 45.55.140 relates to exemptions of securities from

.registration. L~

Sec. 45.55.150 covers filing of sales and advertising

literature (see Appendix H).
Sec. 45.55.170 defines unlawful representations
concerning registration or exemption.

Sec., 45.55.180. Administration of chapter. "(a) The

49, Brock v. Hines. 223 Pac., pp. 654~-656.

50. Uniform Securities Act Pamphlet, Amended August
18-23, 1958.

51. Ibid.
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Department of Commerce shall administer this chapter. .

Sky Law.

40

Sec. 45.55.190 covers the administrative scope of

powers in investigations and subpoinas.  The requirements of

witnesses are also set forth.

Sec. 45.55.200. Injunctions may be invoked.
Sec. 45.55.210. Criminal penalties are delineated.
Sec. 45.55.220. Civil liabilities.

Sec. 45.55.230. Judicial review of orders -- Appeal

for administrative decision and orders can be taken to

courts of appropriate jurisdiction in Alaska and many other

/

states.

For the most part, the courts have construed the
Blue Sky Laws liberally, and as a result have upheld
the ‘actions of the securities departments functioning
under the law. . . . But whether the statutes be
construed liberally or striectly, the inconvenience to
the honest and conscientious engaged in the legitimate
securities business in complylng with the rules, regu-
lations and licensing provisions of the Blue Sky Laws
must be weighed with the immeasurable benefits and the
savings of untold amounts of money of the general
publlc, as a result of the suppre581on of fraudulent
practices in the securities field.

Securities issued by the following institutions

~generally in Alaska are exempted from operations of the Blue

53 These include:

Banks

Building and Loan Associations

Cooperative Associations

Corporations Organized under Acts of Congress

52. Blue Sky Law Reporter, Para. 518, p. 187.
53. Ibid., Para. 509, p. 18Y4.
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Foreign Governments and their Public Subdivisions
Holdlng Companles holding Utility Securities
Insurance Companies
Mortgages
Non-Profit Organizations
Public Utilities and Railroads
Securities Listed in Standard Manuals
Securities Listed on Stock Exchanges
Securities that are Legal Investments

+ States and Political Subd1v131ons
Trust Companies
United States and Terrltorles

The following transactions or sales are generally

exempt from the operation of the law:

RY :
Isolated Sales by the Owner or for the Owner's Account

Issues of Mergers and Reorganizations

Judicial Sales

Receiver's or Trustee's Sales

Sales to Banks, Insurance Companies, Trust Companies

and Similar Institutions
i Stock Dividends.

Alaska, like many other states, exempts from registra-
tion securities that have been listed on the New York Stock
Exchange, American Stock Exchange, the National Stock Ex-

change, the Middle West Stock Exchange and the Pacific Coast
Stock Exchange.su
Sec. 45.55.240. Relates to the administrator's right
to "make, amend, and rescind the rules, forms, and orders
which are necessary to carry out this chapter, including
rules and forms governing registration statements, applica-

tions and reports, and defining terms, whether or not used

in this chapter insofar as the definitions are not

54, Ibid., Finding Lists, pp. 851-855.
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inconsistent with this chapter. . For the purpose of rules
and forms, the administrator may classify securities, per-

sons, and matters within his jurisdiction, and prescribe

different requirements for different classes. M

Sec. 45.55.250 covers administrative files and opinions.
Sec. 45.55.260. Relates to the intrastate scope of the

law and service of process.

In_ all respects Article 4 is identical with the Uniform

Securities Act.55

55. " Uniform Securities Act pamphlet, Amended August
18-23, 1958,
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VII

ALASKA ADMINISTRATION OF SECURITIES LAWS

Need for Implementation

Alaska, since statehood in 1959, had grown rapidly and
law enforcement presents mounting problems. The Alaska
Securities Act dates back to that year. Prior to that fraud
laws were invoked.

W. W. Fr%;z, Director of the Alaska Division of
Insurance, told the Alaska House Insurance'Committee,
February 18, 1969, that many activities of his agency are
only "ritualistic" because his o{fice lacks staff and funds

‘ properly to perform the functions®® (see Table 3). The ”
Director has eight employees. In the Department Organiza-
tion Table his office is on the same level as that of the
Banking, Securities, Small Loans and Corporation Divisions,
administered by Mr. Robertson, an administrative assistant
and one clerk. Each of these three performs functions out-
side the Securities Section.®’ Under the Alaska State Con-
stitution, the “executive power of the state rests in the

.governor.58 The Executive Branch is limited to 20

56. Fairbanks Daily News Miner, February 19, 1969, p. 2.

57. John K. Robertson letter dated July 9, 1968
(Appendix A). *

58. The Constitution of the State of Alaska, Art. III,
Sec. 1.

43
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departments.59 Department heads are appointed by the

~governor and approved by a majority of the legislature

jointly assembled.®0 The Department heads appoint their
division directors subject to.guﬂernatorial and legislative
approval.

Appointment of the Director of the Division of Banking,
Securities and Small Loans is subject to political party
change and administrative policy.

The Division's workload has increased 270 per cent in
three years (see Table 2).

Mr. Robertson implied his situggion might parallel Mr.
Fritz' when he stated: "I do think we have a need for fur-
ther implementing the Act8l and plan to do so as the
increase in our staff will permit."62

The workload and Mr. Robertson's statement bespeak the
need for additional staffing and additional funds. Examina-
tion of Table 2, covering Mr. ﬁobertson’s operations in the
Security Section, supports such needs.

The 1969 Budget includes a request for one additional

full time Securities Examiner and another clerk (see

Appendix A).

59. Ibid., Sec. 25.
60. Ibid., Sec. 22.

61. Alaska Securities Act of 1959, Chapter 55, SAL.
62. John K. Robertson letter dated June 27, 1968 (see

Appendix A).
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Provision to Implement Law"

The basic Securities Act and Alaska statutes give the
Direqtor of Securities broad authority to promulgate various
administrative regulations to implement enforcement of any
section of the Alaska Securities Act which confers rule
making powers upon him. Only two such rules have been
promulgated (see Appendices E andngl.

Title 44, Chapter 62 of the Alaska statutes delineates
the procedure for promulgation of detailed regulation. In
the Alaska Securities Act, e.g. Section 45.55.150 --
entitled "Filing of Sales and Advertising Literature," this
phrase is included: '"The Administrator may by rule or order
require . . ." (see Appendix H). There are many such
phrases in the basic Alaska Securities law. 4

These are the steps for rule making:

1. Drafting of the rule.
2. Approval of the rule by the Attorney General.
3. Public hearing on the rule.

R 4. Filing the rule with the Secretary of State
and publication of the rule as a supplement to the pertinent
statutes.

The ﬁirector of the Securities Law and the Securities
and Exchange Commission are now engaged in implementing the

law by promulgation of additional regulations to include

mandatory bonding of vendors and written examinations for
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licensees.63

Organization of the Alaska securities office has been
slowly evolving since enactment of the 1959 law. Experience
and historic data are limited. Interest in securities has
been related, until lat®y, to a few investors. No known
court cases have been instituted in Alaska by the securities
directdr under the 1959 Act. However, currently, the

- director and SEC are proceeding in one case under fraud and
investigations sections 45.55.010 and 45.55.190 of the
Alaska law®" (see Appendices B and G).

Growth Ahticipated

Growth of Alaska is anticipated through the development
~ of petroleum, natural gas fields, rare metal mines and trans-

portation facilities. Organization of new publicly held
intrastate companies in Alaska and applications of foreign
corporations will add to the Securities Section's *tasks and
responsibilities. This trend is clearly indicated in Table 2.

As Alaska's vast mineral resources are discovered
investors must look to their state government for controls

and safeguards to minimize investment losses.

63. John K. Robertson letters July 9, 1968 and April
; 14, 1969 (see Appendix A).
64, Ibid., April 17, 1969 (see Appendix A).

I .
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TABLE 2

SECURITIES DIVISION COMPARATIVE DATAS?®

Data shown below is an indication of the growing

securities market in Alaska.

curities Registered
(Issuers)

Number Registered
Fees Received

Brokeér-Dealers

Number Licensed
Fees Received

Agents

- Number Licensed
Fees Received

Investment Advisors

Number Licensed
Fees Received

Total Fees Received

Total Fees Refunded

1965-66 1966-67

30 80
$ 7,922.00 $12,433.33

30 34
1,500.00 1,700.00

129 117
3,225.00 2,925.00

1 1
25.00 25.00

$12,672.00 $17,093.33
$ 186.15 $ 227.08

1967-68

111
$16,245

46
2,300

139
3,485

1
25

$22,055

$ 1,278.

Securities registration increased by 270% over the

three-year period. Value of the 111 securities registered

during the 1967-68 period amounted to $110,576,830 in

proposed offering price.

Of these 51 were mutual funds.

65. Annual Report, Alaska Department of Commerce,

Fiscal Year 1967-1968.
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TABLE 3
DEPARTMENT OF COMMERCE

UNIT ORGANIZATION CHART®®

Y
Commissioner of Commerce
Deputy Commissioner

Division of Division of

Insurance Banking, Securities

Director Small Loans and
Corporations
Director

66, Ibid.
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- VIII

SUMMARY AND CONCLUSIONS

The preceding chapters have briefly sketched the
historic background of today's securities laws and regula-
tions, the problems involved in regulation, the interrela-
tion of state and federal laws, the basic federal statutes,
the Uniform Securities Act and State laws, the Alaska law
and its administration. .

The questions set forth in the Introduction are:

1. ‘Is the Alaska Securities Act of 1959, as
amended, adequate to meet current requirements?
i 2. Does the law need implementation?

Con
The answers are:

1. The Alaska Securities Act o; 1959, as amended,
is adequate. Its function is intra-state regulations. It
is flexible. The law is amply supportéd by legislative
precedent and legal authority, which has been cited. It can
be readily implemented.

2. Implementation is required. This can be

accomplished by procedures set forth in Section 45.55.240 of

the Securities Act (see Appendix G) and under the Administra-

tive Procedures Act®7 of the Alaska statutes, which has been

67. ACL, Title 44, Chap. 62, Secs. 44.62.010 through
44.62.6407

49
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invoked only twice in the past to create two regulations
(see Appendices E and H).

Proposed additional administratiye rules will follow
comments by Justice Robert H. Jackson of the United States
Supreme Court in his dissent in Federal Transportation Com-
missiqﬁﬂg; Ruberoid Company68 in which he termed administra-
tive agencies "a veritable fourth branch of the government,"

and added:

. . Certainly, administrative law has a more
direct impact upon the lives of most of us than con-
ventional statute law. . . .

Administrative law is based upon the common-sense
recognition that business has to be transacted with
reasonable expedltlon, that Congress must delegate
some of its authority to the agencies and people who
actually transact business; and that state legisla-
tures must do the same. An important part of that
delegation is for rule-making and the power to make
preliminary decisions and orders in carrying out the
purposes of the legislation under which the rules are
made. Both rule—maklng powers and the preliminary
power to enforce decisions under the rules are,
within wide limits, given to the various agencies of
the executive branch of the federal and state
governments. 69

3. Additional administrative rules should be
promulgated to provide:
a. Rigid written examinations of vendor

applicants for licenses, unless the applicants have satis-

factorily passed the NASD examination, or have qualified as

1089.

Z}. 343 U.S. 470, 477; 72 Sup. Ct. 800, 805; 96 L.Ed.
1081
9. Price and Bitner, Effective Legal Research, p. 1l61l.
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members of recognized securities exchanges (see Table 1 and

Appendix A).

The authors of The Over-the-Counter Securities Market

wrote:

Improperly trained and ill-informed sales people
can cause the employing broker-dealers as well as his
customers a great deal of trouble.

A greater amount of more effective training for
securities . . . pgrsonnel'is78eeded for the protec-
tion of the investing public.

The National Association of Securities Dealers, Inc.,
through its responsible officers, carries out inspections
and invokes disciplinary action against errant members.

b. Mandatory bonding"with‘a minimum of
550,000 for dealers, brokers and advisers and $25,000 for
salesmen (see Table 1 and Appendix A).
The Alaska Director of Securities has concurred with a.
and b. supra.71
c. Limitﬁfion of the duties of the Director
of Sgburities to Securities Administrator only on a full-
time basis (see Table 1).
This concept is cqnfirmed by examination of various

state laws (Table 1), some of which prescribe that require-

ment. The increasing workload shown suggests the

70. Loll and Buckley, op. cit., p. 178.
71. John K. Robertson letter June 27, 1968 (See

Appendix A).

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



52

desirability of an administrative rule to limit the task of
the director to securities only on a full time basis.

The Blue Sky Law Reporter in Chapter Five has cited as

an authority for the statement that the securities law
administrator's position is "a full time job forrexperts."72
Corroboratioﬁ also appears in the Statutes cited in Table 1.
d. Educational standards for all staff members
in the Securities Division (see Table 1).
e. Adequate staffing and funding based upon
requirements of the law and growth factors (see Appendix A).
The State Director has expressed a requirement for
additional funding and manning to accomplish his task’3 (see
Tables 2 and 3, Chapter VIIJ. The Alaska governor's 1969
Budge“ recognizes these requirements (see Appendix A).
’ f. Specific periodic requirements for
detailed financial full-disclosure reports to the Securities
L Division by companies issuing stock in Alaska and by vendors
of securities. Dates and content of such reports are now
elective on the part of the Director. They are mandatory in
many states as shown in Table 1. They could provide
distress signals vital to adequate supervision in the

interest of the public. The SEC requires semi-annual

72. Blue Sky Law Reporter, Para. 507, p. 183.
73. John K. Robertson letter 27 June 1968 (see

Appendix A).
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reports.?l‘l The New York Stock Exchange and others do

likewise.

-—- The End --

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

74, Securities and Exchange Commission, op. cit., p.

38.

53



APPENDIX*A

LETTERS

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

54



STATE OF ALASKA / ===

{ DEPARTMENT OF COMMERCE 55

DIVISION OF BANKING — SECURITIES POUCH D — JUNEAU 99801
SMALL LOANS AND CORPORATIONS

June 27, 1968

Mr. Walter R. Bottcher
P. 0. Box 2175
Fairbanks, Alaska 99701

A

{ Dear Mr. Bottcher:

We received your letter of June 23rd inquiring about the
Alaska Securities Act of 1959 and will attempt to answer
your questions in the same order as set out in your letter.

To the best of my knowledge there was not a Securities Act

prior to 1959 and P have attempted to verify this by checking
the Territorial Statutes. For your convenience we are enclosing
a copy of the Alaska Securities Act of 1959 as amended.

v

One purpose of the Alaska Securities Act is tJ regulate intra-
state transactions, however there are at least two other important
, purposes. The regulation of the business of dealing in securities
! (licensing of broker-dealers and agents) and the registration of
an interstate offering, a portion of which is to be offered in
this State. ' '

As you probably know, the "Blue Sky Laws" of many states date back
considerably further than the Securities Act of 1933 or the
Securities Exchange Act of 1934. It was not intended that these
and subsequent related acts (Public Utilities Holding Company Act
of 1939, and Investment Company Act of 1940) surplant the regula-
tory activities of the various states, instead I believe you will
find that state supervision is complementary to SEC supervision
and vice versa. It has been my experience that there is very
close cooperation between the State Administrators and the various
Regional Offices of SEC.

It may be of interest to you that our office currently lists 267
issues of securities as authorized for sale in Alaska. Ninety

N ORTH TO THE FUTURE IN 19671
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56
Mr. Walter Bottcher 2. June 27, 1968

per cent of these were registered in coordination (see Section .
45,55.,090) with the SEC, that is that portion of the issueto be
offered in this State was registered in coordination with the
issuers filing with the SEC. It may also be of interest to you,
there are 182 broker—dealers and agents licensed and regulated

in the State. Article 2 of the Act covers this function.

I believe the Alaska Securities Act is adequate to protect the
investor in this State and would not suggest any further amend-
ments at this time. However, I do think wefhave a need for
further implementing the Act and plan to do so as the increase

on our staff will permit. As soon as possiblexﬁ?;ﬂan to require
broker-dealer and agent examinations as a part of the registration
procedure. It is our feeling that only the competent and exper-
ienced person should be allowed to offer securities to the public.

I trust that these remarks have provided some of the information
you have requested. If we can help you further we would be glad
to do so.

ds
Enclosure
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INNaTioNAL ASSOCIATION OF SecuriTIEsS IEALERS, INC.

888 SEVENTEENTH STREET N. W, WASHINGTON, D. C. 20006

July 8, 1968

Mr. Walter R. Bottcher
Post Office Box 2175
Fairbanks, Alaska 99701

Dear Mr. Bottcher:

Your letter of July 6 has been referred to me for reply.

There is no mandatory requirement for registration with this Association.
Federal law requires that one who engages in any phase of the investment bank-
ing and securities business must register with either the Securities Exchange
Commission or with a national securities association. Registration with the
Securities Exchange Commission imposes certain restrictions on your securities
operations both in the regulatory area and in your ability to deal with other
securities dealers on a preferential basis.

The rapidly changing requirements of the various states have made our
summary of state law requirements obsolete, We are now in the process of se-
curing the information .required for publication of a new summary. It is ex-
pected that this summary should be available in approximately two months,

The Investment Bankers Association of America has just published its
annual pamphlet of publications, This pamphlet lists a booklet entitled
A Primer on State Securities Regulation which might contain the information
you seek., If you are interested in this publication, you should address an
inquiry to:

State Legislation Committee

Investment Bankers Association of America
425 Thirteenth Street, Northwest
Washington, D. C. 20004

ifhicdrely ‘oursay Y, / :;///
bupe, Mé@z zﬁz s

JOSEPH P. BURLEIGH

Membership Department
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WALTER J. HICKEL, GOVERNOR

DEPFPARTMENT OF COMMERCE :
DIVISION OF BANKING, SECURITIES AND SMALL LOANS : Pouc(l'b — JUNEAY 93801

e

July 9, 1968

Mr., Walter R. Bottcher
P. 0. Box 2175 “
Fairbanks, Alaska 99701 A

Dear Mr. Bottcher:

In response to your letter of June 30th we will attempt
to answer the questions in the same order as you presented
them.

1. The NASD or state examination is not required at the
present time in order to license a broker-dealer or
agent. However, most agents representing national
firms have passed either the NASD examlnatlon or
another state examination.

2. We are plannlng to accept the NASD examlnatlon in lieu
of our own.

3. 'No examination of any kind is required at the present
time and the licensee may sell securities on the strength
of the license issued.

4, None that I am aware of.

5. The Alaska Securities Act is modeled after the "Uniform
Securities Act". The Uniform Securities Act was also
adopted in the states or territories of Idaho, Indiana,
Michigan and Puerto Rico. If you are interested in taking
the time to review and compare the acts of the various
states, you could do so with the help of an information
service known as the Blue Sky Reporter published by the
Commerce Clearing House, Inc. This service could probably
be found in the institute or college library.
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Mr. Walter R. Bottcher 2. July 9, 1968

6. The registration of securities, broker-dealers and agents
is handled by the Director and Administrative Assistant
and the Securities Clerk. The three of us have other
duties and responsibilities as well. The Director's guali-
fications are based largely on experience and a law degree
is not required.

We are enclosing our monthly list of registered securities,
broker-dealers and agents which may be of interest to you. The
list is forwarded monthly to the SEC, other state administrators
and broker-dealers operating in this State.

=
Jolin K} Robertson
- Dinecibr

e

AN ds
H Enclosure

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



L o N

s,

National Conference

OFFICERS
WILLIAM ). PIERCE
University of Michigan Law Schoo!
Ann Arbor, Michigan 48104
ROBERT BRAUCHER
Harvard Law School
Cambridge, Massachusetts 02138

PRESIDENT

VICE-PRESIDENT

TREASURER BORIS AUERBACH
222 West 7th St.
Cincinnati, Ohio 45202
SECRETARY JOSEPH McKEOWN

P. 0. Box 119
Coos Bay, Oregon 97420

EXECUTIVE DIRECTOR
ALLISON DUNHAM

EXECUTIVE SECRETARY
FRANCES D. JONES
1155 East 60th St.
Chicago, |lfinois 60637
Hyde Park 3-0533

60

of Commissioners on Uniform State Laws

April 7, 1969

Walter R. Bottcher, Esq.

P. O, Box 2175

Fairbanks, Alaska 99701

Dear Mr. Bottcher:

EXECUTIVE COMMITTEE
ALBERT E. JENNER, JR., Chairman
Suite 3300, 135 So. LaSalle St.
Chicago, Illinois 60603

EUGENE A, BURDICK
P. 0. Box 757
Williston, North Dakota 58801
TALBOT RAIN
Republic National Bank Bidg.
Dallas, Texas 75201
GLEE S. SMITH
111 West Seventh St.
Larned, Kansas 67550
WILLIAM B. SPANN, JR.
C & S National Bank Bldg.
Atlanta, Georgia 30303

EX-OFFICIO

PRESIDENT, VICE-PRESIDENT,
SECRETARY, TREASURER
WALTER D. MALCOLM

Last Reliring President

| Federal St.

Boston, Massachusetts 02110
EARL SACHSE, Chairman

Legislative Committee

Room 240 North, State Capitol

Madison, Wisconsin 53702

We have received your letter of April 3, 1969 and are enclosing
a copy of the Uniform Securities Act for which there is a charge of $. 30.

The Uniform Securities Act, as approved in 1958, has been adopted
in the following jurisdictions: Alabama, Alaska, Arkansas, Colorado, -
District of Columbia, Hawaii, Idaho, Indiana (with modifications), Kansas,
Kentucky, Maryland, Michigan, Missouri, Montana, Nebraska, Nevada
(with modifications), New Jersey, New Mexico, Oklahoma, Oregon,
Puerto Rico, South Carolina, Utah, Virginia, Washington, and Wyoming.

If we can be of any further assistance to you please let us know.

Enc.

Sincerely,

Eleanor D. Stern (Mrs.)
Assistant to
Frances D. Jones
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STATE OF ALASKA / =

{ DEPARTMENT OF COMMERCE

DIVISIGN OF BANKING — SECURITIES - POUCH D — JUNEAU 99601
SMALL LOANS AND CORPORATIONS

April 14, 1969

Mr. Waltexr R. Bottcher
P.0. Box 2175
Fairbanks, Alaska

Dear Mr. Bottcher;

In response to your recent letter regarding changes that
should be made in the regulation and administration of

. the Securities Division, the following items come to

i mind:

e

1. We require more administrative regulation to comple-
ment our basic Securities Act. At the present time,
there are only two regulations that have been processed
in accordance with the Administrative Procedure Act
(44.62.130~44.62.650) . This Act gives us extensive
authority to promulgate rules. We are now writing
proposed regulations with the help of the S.E.C.

2, I feel that bonding of security venders should be made
mandatory and possibly the limit should be set at a
$50,000 minimum.

3. More funds and larger staff are required in this office
and it is our hope that our budget will be approved to

{ include a Securities Examiner and another clerk during

' the current session of the Legislature. Alaska growth

indicates securities to be offered for registration in

1969 will double the average number approved in the past

three years.

If you have any other questions regarding this matter, I,
would be glad to supply further information to you.

No&TH TO THE FUTURE IN 19671
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STATE OF ALASKA / ==

DEPARTMENT OF COMMERCE

DIVISION OF BANKING — SECURITIES POUCH D — JUNEAU 99801
SMALL LOANS AND CORPORATIONS

April 17, 1969

. Mr. Walter Bottcher
{ P. 0. Box 2175
Fairbanks, Alaska 99701

Dear Mr, Bottcher:

You have inquired as to whether there are court cases in
[ which the Administrator of Securities has brought an action
" as a result of a violation of the Alaska Securities Act.
To the best of my knowledge there have been no actions
brought however at the present time the Administrator, in
cooperation with the SEC does have a proceeding in progress
under Section 45.55.010 and Section 45.55.190. These are
the fraud and investigation sections of the Act.

'nc7

rely,

John KL Robertson
Di

dse

N ORTH TO THE FUTURE IN 19671
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APPENDIX B
ALASKA SECURITIES ACT OF 1959
{ CHAPTER 55

ARTICLE 1
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Artict

1. Fig

2. Re

'

. Chapter 55. Alaska Securitics Acl of 1959,
\

udulent and Other Prohibited Practices (§§ 45.55.010—45.55.020)
sistration  of Drolker-Dealers, Agents, and Investment  Advisers (§3

55.030—45.55.0060)
istration of Securities (§§ 45.55.070—45.55.120)
heral Provisions (§§ 45.55.130—45.53.270)

1

3. Re;
, 4. Ge

Article 1, Fraudulent and Other Prohibited Practices.
: Scction 8

Sectio :
20. Advisory activities -

"10. 84 )
Scl. 45.55.010. Sales and purchases. Tt is unlaw{ul for a person,
in cojlieCLion with the ofTer, sale, or purchase of a security, directly
or indircetly, to : '
(1 ' employ a device, scheme, or artifice to defraud;
(2) make an witrue statement of a malerial fact or omit 1o sinte
a malerial fact the omission of which mokes a statement made wis-
leading ; or :
(3) engage in an act, practice, ‘or course of business which op-

‘ 1
les and purchases

-

erate
“ch19

Am
ences.

- §let
: Blu

Violption of Blue Sky .Laws aftact-
ing ligbililty of purchaser of stock ns
stocklwlder, 87 ALR 121,

s or would operate as a fraud or deceit upon a person. (§ i0i
SLA 1959)

Jor, ALR and C.J.S. refer-
-47 Anm. Jur, Sccurities Aects,
e ‘
Sky Laws, 87 ALR 42,

What constitutes slocks, securitics
or inveslment coairacts within con-
templation of stutc and federal stat-
utes regulating sale of socurities, 163
ALR 10353,

Applicability of DBlue Sy Laws
pre-incorporation  suhaivintions,

0

50

Feddral Security Act as supersed-
ing state acts, 145 ALR 1252,

ALRSd 1105,
53 C.J.5. Licenses §5 72 to 72,

Sed. 45.55.620. Advizory aetivilies. (a) It is unlavful for a pev-
son wno receives a consideralion from another person primarily

for a
purel
ports
(1)
son;
(2)

erate

vising the other porson as to the value of securitiea or theiy
ase or sale, whether through the iszuance of analyses or re-
or otherwise, to . :
employ a device, scheme, or wrtifice to defraud the otier pei-
r o .

“engage in an act, practice, or course of business which op-
5 or would operate as a fraud or deceit upon the other person.

3

!

R P . ‘.\ ,' fe T e b Ve X
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N O FE A | ALASKA STATUTEY § 15.55.000

(M) 10 is unlanfal for an invesbiment advicer {o onler into, ex-

tend, cr reneve an investment advirory L'(-:,-I!I';H'L unles i pravides

inwritine that !

(1) the investment adviser shall not I.w compensaled on the
basis of a share of eapifal gains upon ov LJ pital appreciadion of the
funds vv a poction of the J.'lul(h of tha chnnu, *

(2) no assignment of the conlract m.u Le made by the invast-
ment aaviser without the consent of tha other party to the con-
tract; and

(3) the investment adviscr, if a partharchip, shall notify {he
other party {o the confract of a change in the membership of the
partnzrnip within a veasoneble time «lH(‘l‘thC change,

(¢) The provizions of (L) (1) of this mchun do not pirhiliit an
investnient advisory contract which [')lU\‘l( os for compensation
hasad nipon the total value of a fund avera:red over a definite peviod,
or uts of definite dates or taken as of a defiitite dale.

() “Aszignment,” as used in () (2) bl' this scction, includes a
direct or indirect transfer or hypothecation of an investment ad-
visory contract by Lhe assignor or of a csmh'nlling bloek of the as-
signot's outstanding voting scevritios by a sccurity holder of 1h
as+igmar; but, if the investment advizor is a pavinership, no assign-
ment of an investment advisory contraet is considazred lo vosult
Crom the death or withdrawal of a minority of iic merbers of he
investment adviser having only a minority interest in the buxiness
of {he investment adviser, or from the admmission to the investment
adviser of one or more members who, afler admission, will be only
a minority of the members and will ha\Je only a minority interest
in the business.

(e) Tt is unlawful for an investment adviser to talke or have cus-
tody of the securities or funds of a client if

{1) the administrator by rule prohibit§' custody, or

(2) in the absence of rule, the investment adviser fails to notify
the administrator that ho has or may have custody. (§ 102 ch 198

a--—":n::A 1909)
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Article 2. Registration of Broker-Dealers, Agenis, and Invest-

ment Advisers. -

Section g

30. Registration requirenients 60. Denial, revocation,” suspension,
40. Registration procedure cancellation, and withdrawal of

50, Post-registration provisions registration

Sec. 45.55.030. Registration requirements. (a) It is unlawful for
a person to transact business in this state as a broker-dealer or
agent unless he is registered under this chapter.

(b) It is unlawful for a broker-dealer or issuer to employ an
agent unless the agent is registered. The registration of an agent is
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_ not effective during a period when he is not associated with a par-

ticular broker-dealer registered under this chapter or a particular
issuer. When an agent begins or terminates a connection with a

‘broker-dealer or issuer, or begins or terminates those activities

which make him an agent, the agent as well as the broker-dcaler or
issuer shall promptly notify the administrator.

(c) It is unlawful for any person to transact business in this
state as an investment adviser unless (1) he is registered as an in-
vestment adviser under this chapter; (2) he.is registered as a
broker-dealer without the imposition of a condition under § 60(d)-
(5) of this chapter; or (3) his only clients in this state are invest-
ment companies as defined in the Investment Company Act of 1940
or insurance companies.

(d) Every registration expires one year from its effective date
unless renewed. The administrator may by rule or order prepare an
initial schedule for registration renewals so that subsequent re-
newals of registrations effective on May 9, 1959, may be staggered
by calendar months. For this purpose the administrator may by
rule reduce the registration fce proportionately. (§ 201 ch 198 SLA
1959)

Sec. 45.55.040. Registration procedure. (a) A broker-dealer,
agent, or investment adviser may obtain an initial or renewal reg-
istration by filing with the administrator an application together
with a consent to service of process pursuant to § 260(g) of this
chapter. The application shall contain whatever information the ad-
ministrator by rule requires concerning such matters as (1) the
applicant’s form and place of organization; (2) the applicant’s pro-
posed method of doing business; (3) the qualifications and business
history of the applicant; in the case of a broker-dealer or invest-
ment adviser, the qualifications and business history of a partner,
officer, or director, a person occupying a similar status or perform-
ing similar functions, or a person diractly or indirectly controlling
the broker-dealer or investment adviser; and, in the case of an in-
vestment adviser, the qualifications and business history of an em-
ployee; (4) an injunction or administrative order or conviction of
a misdemeanor involving a security or any aspect of the securiiies
business and any conviction of a felony; and (5) the applicant’s
financial condition and history.

‘(b) The administrator may by rule or order require an applicant
for initial registration to publish an announcement of the applica-
tion in onc or more specified newspapers published in this state. If
no denial order is in effect and no proceeding is pending under § 60
of this chapter, registration becomes effective at noon on the thir-
tieth day after an application is filed, except that registration be-
comes effective upon filing of the application by any of the persons
subject to this chapter who were doing business in this state on

- Rep;rc;duced with‘permission. of the copyright owner. Further reproduction prohibited without permission.
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~May 9, 1959 The administrator may by rule or order specify. an,
earlier effective date, and he may by order defer the effective date
until noon of the thirtieth day after the filing of an amendment.
Registration of a bloké%'-dea]ex automatically constitutes registra-
tion of an agent who is a partner, ofﬁcer, or director, or a person
occupying a similar status or performing similar functions.

(c) Every applicant for initial or renewal registration shall pay
a filing fee of $50 in the case of a broker-dealer, $25 in the case of
an agent, and $25 in the case of an investment adviser. When ap-
plication is denied or withdrawn, the administrator shall retain $10
of the fee.

(d) A registered broker-dealer or investment adviser may file an
application for registration of a successor, whether or not the sue-

. cessor is then in existence, for the unexpired portion of the year.
' / There shall be no filing fee.

(e) The administrator may by rule require a minimum capital
for registered broker-dealers and investment advisers, exccpi ithat
no requirement of minimum capital shall be made if a bond guaran-
teed by a corporate surety qualified to do business in this state is

P #provided under (f) of this section.
' (f) The administrator may by rule require registered broker-
' ‘ v dealers, agents, and investment advisers to post surety bonds in
amounts up te $10,000, and may determine their conditions. An ap-
proprisie deposit of cash or securities shall be accepted in place of

a bond so required. No bond may be required of a registrant whose

. net capital, which may be defined by rule, exceeds $25,000. Every

( : bond shall provide for suit on it by any person who has a cause of
action under § 220 of this chapter and, if the administrator by rule
or order requires, by any person who has a cause of action not aris-
ing under this chapter. Every bond shall provide that no suit may
be maintained to enforce a liability on the bond unless brought
within two years after the sale or other act upon which it is based.
(§ 202 ch 198 SL A 1959)

: Sec. 45.55.050. Post-registration provisions. (a) Every regis-
o tered broker-dealer and investment adviser shall make and keep
' the accounts, correspondence, menioranda, papers, books and other
- records which the administrator by rule prescribes. All records so

required shall be preserved for three years unless the administra-
tor by rule prescribes otherwise for particular types of records.
- (b) Every registered broker-dealer and investment adviser shall
file the financial repoxts which the administrator by rule prescribes.
(c) If the information ‘contained in a document filed with the ad-
ministrator is or becomes inaccurate or incomplete in a material
respect, the registrant shall promptly file a corr ecting amendment
unless notification of the correction is glven under § 30(b) of this

chapter.

R
R 2PN
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v . . _ (d) All the records referred to in (a) of this section are sub-
S0 ‘ . . R ject to reasonable periodic, special, or other examinations by repre-
sentatives of the administrator, inside or outside this state, as the
administrator considers necessary or appropriate in the public in-
terest or for the protection of investors. For the purpose of avoid-
ing unnecessary duplication of examinations, the administrator, in-
sofar as he considers it practicable in administering (d) of this
section, may cooperate with the securities administrators of other
. . . states, the Securities and Exchange Commission, and any national

’ securities exchange or national securities association registered un-
. ' ’ . der the Securities Exchange Act of 1934. (§ 203 ch 198 SLA 1959)

Sec.  45.55.060. Denial, revocation, suspension, cancellation, and
withdrawal of registration. (a) The administrator may by order
deny, suspend, or revoke a registration if he finds that the order is
. in the public interest and that the applicant or registrant or, in the

case of a broker-dealer or investment adviser, a partner, officer, or
director, a person occupying a similar status or performing similar
functions, or a person directly or indirectly controlling the broker-
[ dealer or investment adviser
S~ N C ' (1) has filed an application for registration which as of its ef-
A x fective date, or as of a date after filing in the case of an order deny-
' L ing effectiveness, was incomplete in a material respect or contained
, a statement which was, in'light of the circumstances under which
. it was made, false or misleading with respect to a material fact;
) (2) has wilfully violated or wilfully failed to comply with a pro-
o . i vision of this chapter or a rule or order under this chapter;
( "” U I (3) has been convicted, within the past 10 years, of a misde-
o meanor involving a security or an aspect of the securities business,
or a felony;

(4) is permanently or temporarily enjoined by a court from en-

_ gaging in or continuing a conduct or practice involving an aspect of
the securities business;

(b) is the subject of an order of the administrator denying, sus-
pending, or revoking registiation as a broker-dealer, agent, or in-
vestment adviser;

(6) is the subject of an order entered within the past five years

_ by the securities administrator of another state or by the Sceurities

and Exchange Commission denying or revoking registration as a

broker-dealer, agent or invesiment adviser, or the substantial

equivalent of those terms as defined in this chapter, or is the sub-
‘ o ject of an order of the Securities and Exchange Commission sus-
.o ' pending or expelling him from a national securities exchange or
' national securities association registered under the Securities Ex-
change Act of 1934, or is ihe subject of a United States Post Oflice
fraud order; but

(A) the administrator may not institute a revocation or suspefi-

3
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sion ploceedmg under (a) (G) of this secﬁtnon more than one yeax
from the date of the order relied on,and - ’

(B) he may not enter an order under (a) (6) of this section on
the basis of an order under another state act unless that order was
based on faets which would currently constitute a gnound for an
order under this section;

(7) has engaged in dishonest or unethical pmctxces in the se-
curities business;

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

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

(b) The administrator may by order deny, suspend, or revoke

‘ any registration if he finds that the order is in the public interest

and that the applicant or registrant

(1) has failed reasonably to supervise his agents if he is a blO-
ker-dealer or his employees if he is an investment adviser; or

(2) has failed to pay the proper filing fee; but the administra-
tor may enter only a denial order under this clause, and he shall va-
cate the order when the deficiency is corrected.

(e¢) The administrator may not institute a suspension or revoca-
tion proceeding on the basis of a fact or transaction known to him
when registration became effective unless the proceeding is insti-
tuted within the next 30 days.

(d) The following provisions govern the application of (a) (9) of
this section:

(1) The administrator may not enter an order against a broker-
dealer on the basis of the lack of qualification of a person other
than (A) the broker-dealer himself if he is an individual or (B) an
agent of the broker-dealer.

(2) The administrator may not enter an order against an in-
vestment adviser on the basis of the lack of qualification of any
person other than (A) the investment adviser himself if he is an
individual or (B) another person who represents the investment
adviser in doing any of the acts which malke him an investment
adviser. E ‘

(3) The administrator may not enter an order solely on the basis
of lack of experience if the applicant or registrant is qualified by

training or knowledge or both.
(4) The administrator shall consider that an agent who will

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



y

:
i
p
1
H
i
:

“ cmame e

, : /
. , A 1
§ 45.55.060 ~ TRADE AND COMMERCE . § 45.55.060

work under the supervision of a registered broker-dealer need not
have the same qualifications as a broker-dealer.

(5) The administrator shall consider that an investment advmex
is not necessarily qualified solely on the basis of experience as a
broker-dealer or agent. When he finds that an applicant for initial
or renewal registration as a broker-dealer is not qualified as an in-
vestment adviser, he may by order condition the applicant’s regis-
tration as a broker-dealer upon his not transacling business in
this state as an investment adviser.

(6) The administrator may by rule provide for an examination,
which may be written or oral or both, to be taken by any class of or
all applicants, as well as persons who represent or will represent
an investment adviser in doing any of the acts which make him an
investment adviser, provided that examinations required by (d) (6)
of this section shall not be requirci of a registrant under this chap-
ter who was doing business in thi: state and was a resident of this
state on May 9, 1959.

(e) The administrator may by order summarily postpone or sus-
pend registration pending final determination of a proceeding under
this section. Upon the entry of the order, the administrator shall
promptly notify the applicant or registrant, and the employer or
prospective employer if the applicant or registrant is an agent, that
it has been entered and of the reasons for it and that within 15
days after the receipt of a written request the matter will be set
for hearing. If no hearing is requested and none is ordered by the
administrator, the order remains in effect until it is modified or
vacated by the administrator. If a hearing is requested or ordered,
the administrator, after notice of and opportunity for hearing, may
modify or vacate the order or extend it until final determination.

(f) If the administrator finds that a registrant or applicant for
registration no longer exists or has ceased to do business as a
broker-dealer, agent or investment adviser, or is subject to an ad-
judication of mental incompetence or ta the eontral nf a committee,
conservator, or guardian, or cannot be located after reasonable
search, the administrator may by order cancel the registration or
application.

(g) Withdrawal from registration as a broker-dealer, agent, 01'
investment adviser becomes effective 30 days after receipt of an ap-
plication to withdraw or within a shorter period of time as the ad-
ministrator may determine, unless a revocation or suspension pro-
ceeding is pending when the application is filed or a proceeding to
revoke or suspend or to impose conditions upon the withdrawal is
instituted within 30 days after the application is filed. If a proceed-
ing is pending or instituted, withdrawal becomes eflective at the
time and upon the conditions as the administrator by order.deter-
mines. If no proceeding is pending or instituted and withdrawal au-

1
*
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tomatically,,beceryﬁes effective, the administrator may nevertheless

institute ‘a revocation or suspension proceeding under (a)(2) of
this section within one year afier withdrawal is effective and enter
a revocation or suspension order as of the last date on which reg-
istration was effective.

(h) No order may be entered undex ' any part of thls section ex-
cept the first sentence of (e) of this section without (1) appro-
priate prior notice to the applicant or registrant as well as the em-
ployer or prospective employer if the applicant or registrant is an
agent, (2) opportunity for hearing, and (3) written findings of fact
and conclusions of law. To the extent the Administrative Procedure
Act (AS 44.62) is not in conflict hexew1th it applies to all proce-
dures. (§ 204 ch 198 SLA 1999)



APPENDIX D

APPLICATION FOR REGISTRATION AS A BROKER-DEALER,

AGENT OR INVESTMENT ADVISER
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STATE. OF ALASKA
DEPARTMENT OF COMMERCE
ADHINISTRATOR OF SECURITIES

KA

Application of X
(Hame & Address) X
X
X REGISTRATION
X
X STATEMENT
to register as X
(Broker-dealer, Agent or X
Investmeont Adviser) X
for twelve~-month period beginning X
1 X
} , 19 X
1. Read the Alaska Securities Act of 1959, as amendad,
before completing and filing this application.
2, Use typewriter in filling out fornm,.
3. Filing Pee: 850,00 for broker-dealer, $25.00 for agent,
i $25,00 for investment adviser, Tes must accompany applica-
' tion, If application is denled, $10.00 of fee will be re-
tained by Administrator,
4, Return original form to Administrator of Securities, Depart-
ment of Commerce, Pouch D, Juneau, Alaska 99801,
S« Reglstration 1s effective at nocon on thirtieth day after
filing of app.ucat.lon.,
The undersigned, .
/ hereby makes application for a license as

(broker-dealer, agent, investment adviser) pursuant to Chapter 198
Session Laws of Alaska 1959, and in compliance with said Act the fol-
lowing information is herebdby furnished:

1.

Name of Applicant

2. The applicant is (a corpomf(i'gn, a partnership, an individual)

if a i'oro!gn eorporat!cn, attach as ‘Mh 1, certifled copy of char-
ter and by-lawa; if a foreign individual, partnership, association,
joint stock company or trust (non-resident), attach a copy of tha docu-
nments of organization, e.g. articles of partnership.
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3. Applicant's principal office and branch offices, i1f any, In

this State are:

4. The home and mailing address of applicant, or if applicant is
a broker-dealer or investment adviser, the home and mailing addresses
of all the members, principals, partners, officers, directors, trustees
or aanagers of the applicant are:

(The AdmInlstrator must be advised of all changes of address)

5. Dascribe briefly the genoral character of the business con-
ducted or proposed to be conducted by the applicant, 1f applicant is
a broker-dealer or agent the type of securities to be handled, and if
applicant {8 an agent, list the full name and address of employer:

6. If applicant Is applying for license as a broker-dealer or
investment adviser, set forth the employment and business history for
the last ten (10) years of all the principals, partners, officers,
directors and managers of applicant; or any person occupying a similar
status or performing similar functions; or of any persons directly or
indirectly controlling the applicant. Indicate the locations and dur-
ation of each employment or business vanture and the name and address
of each employer., (If more space is needed, use a continuaticn sheet
and attach to application):
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7. 1f applicant is applying for registration es an agent, list
the employment amd business history of applicant for the last tea (10)
years, Indicate the locations and duraticns of sach employment or
business vanture and the name and address of sach employer and other
information as follows:

ature on o “Position

Business Ventures £ [rom To Held or Peason
Hane & Address of : Nature for
Emylovers, if any Month Year . Honth Year of York Leaving

8. If applicant is an agent, set forth a stitemant of the terms
and counditiong of the applicant's contemplatad ewmploywment for the sale
of securities, particularly as to the amount of ccamissions that will
be received in the sale of the sams, (If more mpace is nasded, use a

continuation shest and attach to application.) Y

9, Liat any other states In which applicant is licensed or has
been licensec under a state securities act and set forth the type of
licenge the dealer has or had in that state or states and the license
ing period. If applicant {s a broker-dsaler or Investmant adviser,
list this information for any member, principal, partner, officer,
director, trustes or manager of applicant and for any persons directly
or indirectly controlling applicant,
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10, Has applicant, or if applicant Is a broker-dealer or invest-
rment adviser, has any member, principal, partner, officer, director,
trustee or manager of applicant or any person directly or indirectly
controlling applicant, bsen denled registration as a broker-~dealer,
agent, salesman or investment adviser in this or any other state or by
the Securities Exchange Commission or has any such reglatration ever
been suspended or withdrawn? If so, attach a rider
marked "Item 1" giving full detalls with respect therato,

1l. Has applicant, or {f applicant is 2 broker-dealer or invest-
ment adviser, has any trustee or manager of applicant or any perscn
divrectly or indireectly controlling applicant ever been formally
charged by an authorized body with any wisrepresentations in the sale
of securitiss, or fraudulent acts In any transaction of any kind or
character? If so, explain fully, giving dates,
places and circumstances by attaching a separate sheet to be marked
"Item 2%,

12, tas applicant, or if applicant is a brokerwdealer or invest-
went adviser, has any dirsctor, trustee or manager of applicant, or
any person directly or indirectly controlling applicant ever been
charged with or convicted of the commission of any crimes other than
traffic violations? If so, explain when, where, and the
nature of the charges by attaching a separate shoet to be marked
“Item 3%,

13, Has applicant, or if applicant is a broker-cealer or invest-
ment advigser, has any wember, principal, partner, officer, director,
trustee or nanager of applicant or any person directly or indirectly
controlling applicant, ever been disqualified or disbarred from ths
practice of any profession? 1€ so, pregent full detalls
by attaching separate sheet to he marked “Item 4",

14, Hag applicant, or if applicant i{s a broker~dsaler or invest-
ment adviser, has any member, principal, partner, officer, director,
trustee or manager of applicant, or any parson directly or indirectly
controlling applicant ever been bankrupt or been & party to a pro-
caeding in which he was declared insolvent? If soc, state
when, with details of settlement made by attaching a separate sheet
to be marked "Item 5%,

/ W

15, Has applidant, or 1f applicant i¢r a broker~dealer or Invest-
ment adviser, has any member, principal, partner, officer, diractor,
trustes or manager of applicant, or any person dirsctly or indirectly
controlling applicant ever been refused a bond? .
If so, giva particulars. If more space i3 nesded use 2 separate sheet
to be marked “Item &%, ‘
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16, TPeferences: GClve at least five, Including one bank. The
references should know applicant's business reputation. Do not give
names of relatives,

Hame of Reference Decupation Hailine Address

<

17, ATTACH TO THIS APPLICATION AN TRREVOCABLE CORNSENT TQ SERVICE,
in tha form prescribed by the Adainistrator, APPOINTING SAID ADMINIC-
TRATOR as applicant's attormay upon whom sarvice of process pay be mada,

18, There shall be filed with this application a corporate surety
bond in the sum of Five Thousand Dollars ($5,000) navable to the State
of Alaska to be approved by the Administrator of the Alaska Securities
Aet, or in lieu of a bond a deposit of $5,000 Ilun cash or sacurities
suitable to the Administrator may be posted, No bond is required of
an agent employed by a broker-dealer licensed under the flaska Securi-
ties Act, or of an applicant who presents satisfactory avidence to the
Adminigtrator that the net capital of applicant exceeds $25,000. Said
bond shall provide for suit thereon by any person wiho has a cause of
action under Section 310 of the Securities Act of the Stats of Alaskz
or any sult based upon fraud in connection with applicant's securities
business., Yo sult may be maintained to enforce any lisbility on said
bend unless brought within two vears aftor the sale or other act upon
which it i3 basad,

WHEREFORE, in view of the showing hereln made, anpllicant does

mwwﬁuhaﬂtMth(m&Mrwhmmdma
{Broker-dealer,

for

Azent or Investment Adviser)
in securitles within the State of Alaska for the twelve-month period

bagioning and ending

(Applicant)

By

%o e[ This application must be sigmed in the presence of a motary and mst
‘/’\\ " - be notarized.]

Ay
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Regulation, Section 607 - Bond Required.

Every applicant for registration as a broker-dealer or
investment adviser, unless he presents satisfactory evidence
that his net capital exceeds $25,000, shall file a corporate
surety bond in the sum of $5,000 payable to the State of
Alaska and approved by the Administrator. Every such bond
shall comply with Section 202(e) of the Alaska Securities
Act of 1959, as amended. A deposit of $5,000 in cash or
securities suitable to the Administrator may be posted in
lieu of a surety bond. . .

Authority. Alaska Securities Act of 1959, as amended,
and ACL, Title 44, Chapter 62.

.- ’ -
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ALASKA SECURITIES ACT OF 1959
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CHAPTER 55

ARTICLE 3
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70. Registration requirement
80. Registration by notification 4.
90. Registration by coordination
100. Registration by qualification
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- Article 3. Registration of Securities.

Section

110. Provisions applicable to regis-
tration generally

120. Denial, suspension, and revoca-
tion of registration

Sec. 45.55.070. Registration requirement. It is unlawful for a
person to offer or sell a security in this state unless (1) it is reg-
istered under this chapter or (2) the security or transaction is ex-
empted under § 140 of this chapter. (§ 401 ch 198 SLA 1959 ; added

by § 19 ch 105 SLA 1561)

Seven per cent dchentures offered
in exchange for stock must be regis-
tered.—Seven per cent debentures of
a corporation which are offered to
stockholders of the same corporation
in exchange for their stock must he

otherwise exempted from the regis-
tration requirements of the act. 1961
Op. Atty. Gen,, No. 15.

Application of registration require-
ments ‘to conversion plans.——Sce 1961
Op. Atty. Gen., No. 15,

registered, unless the dcbentures are

Sec. 45.55.080. Registration by notification. (a) The following
securities may be registered by notification, whether or not they
are also eligible for registration by coordination under § 90 of this
chapter: .

(1) a secuvity whose issuer and predecessors have been in con-
tinuous operation for at least five years if (A) there has heen no
default during the current fiscal year or within the three preced-
ing fiseal years in the payment of principal, interest, or dividends
on a security of the issuer (or any predecessor) with a fixed ma-
turity or a fixed interest or dividend provision, and (B) the issuer
and predecessor during the past three fiscal years have had aver-
age net earnings, determined in accordance with generally accepted
accounting practices, (i) which are applicable to all securities with-
out a fixed maturity or a fixed interest or dividand provision out-
standing at the date the registration statement is filed and equal at
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: - o ~ least five per cent of the amount of these outstanding securities (as
( v R measured by the maximum offering price or the market price on a
- “day, setected by the registrant, within 30 days before the date of
filing the registration statement, whichever is higher, or book value
on a day, selected by the registrant, within 90 days of the date of
filing the registration sfatement to the extent that there is neither
a readily determinable market price nor a cash offering price), (ii)
L ’ . ' which, if the issuer and predecessors have not had any security of
o ' the type specified in (a) (1) (B) (i) of this section outstanding for
' ‘ three full fiscal years, equal at least five per cent of the amount (as
' measured in (a) (1) (B) (i) of this section) of all securities which
! will be outstanding if all the securities being offered or proposed to
be offered (whether or not they are proposed to be register ed or of-
fered in this state) are issued;

- (2) a security (other than a certificate of interest or participa-
: . ! tion in an oil, gas or mining title or lease or in payments out of
v production under the title or lease) registered for nonissuer distri-
e, _ bution if (A) any security of the same class has ever been regis-
tered under this chapter, or (B) the security being registered was

, « : - . originally issued pursuant to an exemption under this chapter.
v ) S (b) A registration statement under this section shall contain the
" 7 _ , following information and be accompanied by the following docu-
: ments in addition to the information specified in § 110(c) of this
, chapter and the consent to service of process required by § 260(g)

: i of this chapter »
' ( : ST e (1) a statement demonstrating eligibility for registration by no- °
' : tification;

(2) with respect to the issuer and any significant subsidiary, its
name, address, and form of organization; the state or foreign ju-
risdiction; the date of its organization; and the geneml character
and location of its business;

(3) with respect to a person on whose behalf a part of the offer-
ing is to be made in a nonissuer distribution, his name and address;
the amount of securities of the issuer held by him as of the date of
the filing of the registration statement; and a statement of his rea-
sons for making the offering;

- - . (4) a description of the security being registered;

(5) the information and documents specified in § 100(b) (8),
(10), and (12) of this chapter; and

(6) in the case of registration under (a) (2) of this section
which does not also satisfy the conditicns of (a) (1) of this section,
a balance sheet of the issuer as of a date within four months he-
fore the filing of the registration statement, and a summary of
earnings for each of the two fiscal years preceding the date of the
balance sheet and for any period Letween the close of the last fiscal
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‘-Ayear and the date of the balance sheet, or for the peuod of the is-:
“suer's and predecessor’s existence if less than two years.

- (e) If no stop order is in effect and no proceedipg is pending un-

~der § 120 of this chapter, a registration statement under this sec-

tion automatically becomes effective at three o’clock Pacific Stand-
ard Time in the afternoon of the second full business day after the
filing of the registration statement or the last amendment, or at
an earlier time as the administrator determines. (§ 407 ch 198 SLA
1959 ; added by § 19 ch 105 SLA 1961)

Sec. 45.55.090. Registration by coordination. (a) A security for
which a registration statement has been filed under the Securities
Act of 1933 in connection with the same offering may be registered
by coordination.

(b) A registration statement under this section shall contain the.
following information and be accompanied by the following docu-
ments in addition to the information specified in § 140(c) of this
chapter and the consent to service of process required by § 260(g)
of this chapter:

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

(2) if the administrator requires, copies of the articles of incor-
poration and bylaws (or their substantial equivalent) currently in
effect, a copy of an agreement with or among underwriters, a copy
of an indenture or other instrument governing the issuance of the
security to be registered, and a specimen or copy of the security ;

(3) if the administrator requests, any other information, or
copies of any other documents, filed under the Securilies Act of
1933; and

(4) an undertaking to forward all future amendmenis to the
federal prospectus, other than an amendment which merely delays

“ the effective date of the registration statement, promptly and in

any event not later than the first business day after the day they
are forwarded to or filed with the Securities and Exchange Commis-
sion, whichever first occurs.

(¢) A registration statement under this section automatically
becomes eflective at the moment the federal registration statement
becomes effective if all the following conditions are satisfied: (1)
no stop order is in effect and no proceeding is pending under § 120
of this chapter; (2) the registration statement has been on file
with the administrator for at least 10 days; and (8) a statement
of the maximum and minimum proposed offering prices and the

" maximum underwriting discounts and commissions has been on file

for two full business days or a shorter period which the administra-

tor permits and the offering is made within those limitations.

(@) The registrant shall promptly notify the administrator by
telephone or telegram of the date and time when the federal regis-

1
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tration statement became effective and the content of the price
amendment, if any, and shall promptly file a post-effective amend-
ment containing the information and documents in the price amend-
ment. “Price amendment” means the final federal amendment
which includes a statement of the offering price, underwriting and
selling discounts or commissions, amount of proceeds, conversion
rates, call prices, and other matters dependent upon the offering
price. Upon failure to receive the required notification and post-ef-
fective amendment with respect to the price amendment, the ad-
ministrator may enter a stop order, without notice or hearing, ret-
roactively denying effectiveness to the registration statement or
suspending its effectiveness until compliance with (c) and (d) of
this section if he promptly notifies the registrant by telephone or
telegram (and promptly confirms by letter or telegram when he
notifies by telephone) of the issuance of the order. If the registrant
proves compliance with the requirements of (¢) and (d) of this
section as to notice and post-effective amendment, the stop order is
void as of the time of its entry. The administrator may by rule or
otherwise waive either or both of the conditions specified in (c) (2)
and (3) of this section. If the federal registration statement be-
comes efTective before all the conditions in (¢) and (d) of this sec-
tion are satisfied and they are not waived, the registration state-
ment automatically becomes effective as soon as all the conditions
are satisfied. If the registrant advises the administrator of the date
when the federal registration statement is expected to become cf-
fective, the administrator shall promptly advise the registrant by
telephone or telegram at the registrant’s expense, whether all the
condilions are satisfied and whether he then contemplates the in-
stitution of a procecding under § 120 of this chapter; but this ad-
vice by the administrator does not preclude the institution of the
proceeding at any time. (§ 403 ch 198 SLA 1959; added by § 19 ¢h
105 SLA 1961) '

See. 45.55.100. Registration by qualification. (a) A security may
be registered by qualification.

(b) A registration statement under this section shall contain the
following information and be accompanied by the following docu-
ments in addition {o the informatlion specified in § 110(¢) of this
chapter and the consent to service of process required by § 260(g)
of this chapter:

(1) with respect to the issuer and any significant subsidiary: its
name, address, and form of organization; the state or foreign ju-
risdiction and date of its organization; the general character and
location of its business; a description of ils physical properties and
equipment; and a statement of the general competitive conditions
in the industry or.-business in which it is ox will be engaged ;

:
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"~ (2) with respect to every director and officer of the issuer, or.
person occupying a similar status or performing similar functions:
his name, address, and principal occupation for the past five years;
the amount of securities of the issuer held by him as of a specified
date within 80 days of the filing of the registration stctement; the
amount of the securities covergd by the registration statement to

. which he has indicated his inten{ion to subscribe; and a description

of a material interest in a material transaction with the issuer or a
significant subsidiary effected within the past three years or pro-
posed to be effected;

(3) with respect to persons covered by (b) (2) of this section, the
remuneration paid during the past 12 months and estimated to be
paid during the next 12 months, directly or indirectly, by the is-
suer, together with all predecesscrs, parents, subsidiaries, and affil-
iates, to all those persons in the aggregate;

(4, with respect to a person owning of record, or beneficiary if
known, 10 per cent or more of the outstanding shares of any class
of equity security of the-issuer: the information specified in (b) (2)
of this section other than his occupation; ,

(5) with respect to every promoter if the issuer was organized
within the past three years: the information specified in (b) (2) of
this section, an amount paid to him within that period or intended
to be paid to him, and the consideration for the payment;

(6) with respect to a person on whose behalf a part of the offer-
ing is to be made in a nonissuer clistx'ibutiomis name and address;
the amount of securities of the issuer held by him as of the date of
the filing of the registration statement; a description of a material
interest in a material transaction with the issuer or a significant
subsidiary effected within the past three years or proposed to be ef-
fected; and a statement of his reasons for making the offering;

(7) the capitalization and long-term debt, on both a current and
a pro forma basis, of the issuer and a significant subsidiary, includ-
ing a description of each security outstanding or being registered
or otherwise offered, and a statement of the amount and kind of
consideration (whether in the form of cash, physical assets, serv-
ices, patents, geodwill, or anything else) for which the issuer or a
subsidiary has issued any of its securities within the past Lwo years
or is obligated to issue any of its secuvities;

'(8) the kind and amount of securities to be offered; the pro-
posed offering price or the method by which it is to be computed;
any variation from this at which a proportion of the offering is to
be made to a person or class of persons other than the underwriters,
with a specification of that person or class; the basis upon which
the offering is to be made if otherwise than for cash; the estimated
aggregate underwriting and selling discounts or commissions and
finders’ fees (including separately cash, sccurities, contracts, or

LN
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anything else of value to accrue to the underwriters or finders in
connection with the offering) or, if the selling discounts or com-
missions are variable, the basis of detérmining them and their
maximum and minimum amounts; the estimated amounts of other
selling expenses, including legal, engineering, and accounting
charges; the name and address of every underwriter and every ré-
cipient of a finder's fee; a.copy of any underwriting or selling-
group agreement under which the distribution is to be made, or
the proposed form of the agreement whose terms have not yet been
determined; and a description of the plan of distridution of any se-
curities which are to be offered other than through an underwriter;

(9) the estimated cash procecds to be received by the issuer
from the offering; the purposes for which the proceeds are to be
used by the issuer; the amount to be used for each purpose; the or-
der or priority in which the proceeds will be used for the purposes
stated; the amounts of any funds to be raised from other sources -
to achieve the purposes stated; the sources of the funds; and, if a
part of ihe proceeds is to be used to acquire property (including
goodwill) other than in the ordinary course of business, the names
and addresses of the vendors, the purchase price, the names of per-
sons who have received commissions in conncetion with the acqui-
sition, and the amounts of the commissions and any other expense
in connection with the acquisition (including the cost of horrow:-
ing money to finance the acquisition) ;

(10) a description of a stock option or other security options out-
standing, or {o be created in connection with the ofTering, together
with the amount of the options held or to be held by every person
required to be named in (b) (2), (4), (5), (6), or (8) of this sce-
tion and by a person who holds or will hold 10 per cent or more in
the aggregate of the options;

(11) the dates of, parties to, and general effect concisely stated
of, every management or other material contract made or to bhe
made otherwise than in the ordinary course of husiness if it is o
be perfornied in whole or in part at or after the filing of the regis-
tration stalement or was made within the past two yeurs, {ogelher
with a copy of every such contract; and a description of any pend-
ing litigation or proceeding to which the issuer is a party and which
materially affects its business or assets (including the litigation or
proceeding known to be contemplated by governmental author-
ities) ;

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

(13) a specimen or copy of the security being registered; 3 copy
of the issuer's articles of incorporation and bylaws, or their sub-
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stantial equivalents, as-currently in effect; and a copy of any-in-,
denture or other instrument covering the security to be registered;

(14) a signed or conformed copy of an opinion of counsel as to
the legality of the security being registered (with an English trans-
lation if it is in a foreign language) which states whether the se-
curity when sold will be legally issued, fully paid, and nonassess-
able, and, if a debt security, a binding obligation of the issuer;

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

(16) a balance sheet of the issuer as of a date within four
months before the filing of the registration statement; a profit and .
loss statement and analysis or surplus for each of the three fiscal
years preceding the date of the balance sheet and for any period
between the close of the last fiscal year and the date of the balance
sheet, or for the period of the issuer’s and a predecessor’s existence
if less than three years; and, if any part of the procceds of the
offering is to be applied to the purchase of a business, the same
financial statements wh;jch would be required if that business were
the registrant; and ]

(17) the additional ginformation which the administrator re-
quires by rule or order. §

(c) A registration statement under this section becomes effec-
tive when the administrator so orders.

(d) The administrator may by rule or order require as a condi-
tion of registration under this section that a prospectus containing
a designated part of the information specified in (b) of this section
be sent or given to each person to whom an ofler is T?_'mde before or
concurrently with whichever of the following occurs first:

(1) the first written offer made to him (otherwise than by means
of a public advertisement) by or for the account of the issuer or
any other person on whose behalf the offering is being made, or by
an underwriter or broker-dealer who ‘is offering part of an unsold
allotment or subscription taken by him as a participant in the dis-
tribution;

(2) _the confirmation of a sale made by or for the account of any
such person; *

(3) payment under the sale; or )

(4) delivery of the security under the sale. (§ 404 ch 198 SLA
1959 ; added by § 19 ch 105 SLA 1961) )

See. 45.55.110. Provisions applicable to registriltion generally.
(a) A registration statement may be filed by the issuer, another
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person on whose behalf the offering is to be made, or a registered
broker-dealer. ’

(b) Every person filing a registration statement shall pay a fil- v

" ing fee of one-tenth of one per cent of the maximum aggregate

offering price at which the registered securities are to be offered
in this state, but the fee shall in no case be less than $50 or more
than $1,000. When a registration statement is withdrawn before
the egfective date or a pre-eflective stop order is entered under §
120 of this chapter, the administrator shall retain $25 of the fee.
{¢) Every registration statement shall specify (1) the amount
of securities to be offered in this state; (2) the states in which a
registration statement or similar document in connection with the
offering has been or is to be filed; and (8) an adverse order, judg-
ment, or decree entered in connection with the offering by the reg-
ulatory authorities in each state or by any court or the Secxgi-
ties and Exchange Commission.
. (d) A document filed under this chapter within five years pre-
ceding the filing of a registration statement may be incorporated
by reference in the registration statement to the extent that the
document is currently accurate.

.-~ (e) The administrator may by rule or otherwise permit the

omission of an item of information or document from a registra-
tion statement. i

(f) In the case of a nonissuer distribution, information may not
be required under § 100 of this chapter or (j) of this section un-
less it is known to the person filing the registration statement or
to the persons on whose behalf the distribution is to be made, or
can be furnished by them without unreasonable effort or expense,

(g) The administrator may by rule or order require as a condi-
tion of registration by qualification or coordinalion that a secu-

oter for a consideration substantially different from the public
offering price, or to a person for a consideration other than cash,
be deposited in escrow, and that the proceeds from the sale of the
registered security in this state be impounded until the issuer re-
ceives a specificd amount from the sale of the sccurity either in
this state or ‘elsewhere. The administrator may by rule or order
determine the conditions of an escrow or impounding required in
this subsection but he may not reject a depository solely because
of location in another state.

(h) The administrator may by rule or order require as a condi-
tion of registration that a security registered by qualification or
coordination be sold only on a specified form of subscription or sale
contract, and that a signed or conformed copy of each contract be
filed with the administrator or preserved for any period up to
three years specified in-the rule or order.

/:zlty issued within the past three years or to be issued to a pro-

A
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. ( ST e (i) Every registration statement is effective for one year from :
L its effective date, or any longer period during which the security
is being offered or distributed in a nonexempled transaction by or
T ) for the account of the issuer or other person on whose behalf the
s% o, ' offering is being made or by an underwriter or broker-dealer who
o is still offering part of an unsold allotment or subscription taken
by him as a participant in the distribution,} except during the time
iy : a stop order is in effect under § 120 of thié chapter, All outstand-
K ing securities of the same class as.a registered security are con-
sidered to be registered for the purpose of any nonissuer transac-
tion if the registration statement is effective and between the thir-
tieth day after the entry of a stop order suspending or revoking
the eflectiveness of the registration statement under § 120 of this .
! chapter (if the registration statement did not relate in whole or
in part to a nonissuer distribution) and one year from the effec-
, -t tive date of the registratiomystatement. A registration statement
C ) ) may not be withdrawn for one year from its effective date if any
TR .- securities of the same class are outstanding. A registration state-
; ment may be withdrawn otherwise only in the discretion of the
K administrator. . '
. ! (i) So long as a registration statement is effective, the admin-
. istrator may by rule or order require the person who filed the reg-
istration statement to file reports, not more often than quarterly,
g o to keep reasonably current the information contained in the reg-
R ’ istration statement and to disclose the progress of the offering.
o, ( | (k) A registration statement relating to a security issued by a
' face-amount certificate company or a redeemable security issued
i by an open-end management company or unit investment trust, as
* those terms are defined in the Investment Sfompany Act of 1940,
. . i may be amended after its effective date so as to increase the se-
: . 3 curities spgcified as proposed to be offered. An amendment becomes
effective when the administrator so orders. Every person filing
such an amendment shall pay a filing fee, calculated in the man-
ner specified in (b) of this section, with respect to the additional
securitig‘.’s"proposed to be offered. (§ 405 ch 198 SLLA 1959; added
by § 19 ¢h 105 SLA 1961; am § 1 ch 44 SLA 1962)

Ce e ; ) Sec. 45.55.120. Denial, suspension, and revocation of registra-
' tion. (a) The administrator may issue a stop order denying effec-
. - T tiveness to, or suspending or revoking the effectiveness of, a reg-
e ‘ ! istration statement if he finds that the order is in the public in-
. terest and that o '
(1) the registration statement as of its effective date or as of

any earlier date in-the.case of an order denying effectiveness, or

; any amendment under § 110(k) of this chapter as of its effective
P date, or any report under § 110(j) of this chapter is incomplete

:
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“in a material respect or contains a statemient which was; in the

light of the circumstances uitder which it was made, false or mis-
leading with reqpect to a material fact;

(2) a provision of this chapter or a rule, order, or condition
lawfully imposed under this chapter has been wilfully violated, in
connection with the offering, by (A) the person filing the regis-
tration statement, (B) the issuer, a partner, officer, or director of
the issuer, a person occupying a similar status or performing simi-
lar functions, or a person directly or indirectly controlling or con-

- trolled by the issuer, but only if the person filing the registration

statement is directly or indirectly controlled by or acting for the
issuer, or (C) any underwriter;

(8) the security registered or sought to be registered is the sub-
ject of an administrative stop order or similar order or a perma-
nent or temporary injunction under another federal or state act
applicable to the offering; but (A) the administrator may not in-
stitute a proceeding against an effective registration statement un-
der (a)(8) of this section more than one year from the date of
the order or injunction relied on, and (B) he may not enter an or-
der under (a) (3) of this section on the basis of an order or in-
junction entered under another state act unless that order or in-
junction was based on facts which would currently c011st1tute a
ground for a stop order under this section;

(4) the issuer’s enterprise or method of business mcludes

- or would include activities which are illegal where performed;

(5) the offering has worked or tended to work a fraud upon
purchasers or would so operate;
(6) the offering has been or would be made with unreasonable

dmounts of underwriters’ and sellers’ discounts, commissions, or

other compensation, or promoters’ profits or pnhc%atmn, or un-
reasonable amounts or kinds of operations;

(7) when a security is sought to be 1eglstered by notification,
it is not eligible for that registration;

(8) when a security is sought to be registered by coordination,
there has been a failure to comply with the undertaking required
by § 100(b) (4) of this chapter; or

(9) the applicant or registrant has failed to pay the proper fil-
ing fee; but the administrator may enter only a denial order un-
der this clause and he shall vacate the order when the deficiency
is corrected. )

(b) The administrator may not institute a stop-order proceed-
ing against an effect™re registration statement on the basis of a
fact or transaction knowa to him when the registration statement
became effective unless the proceeding is instituted within the
next 30 days.

(c). The administrator may by order summarily postpone or
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suspend the effectiveness of the registration statement pend- :
ing final determination of a proceeding under this section. Upon
the entry of the order, the administrator shall promptly notify
each person specified in (d) of this section that it has been entered
and of the reasons for it and that within 15 days after the receipt
of a written request the matter will be set for hearing. If no hear-
ing is requested and none is ordered by the administrator, the or-
der remains in effect until it is modified or vacated by the admin-
istrator. If a hearing is requested or ordered, the administrator,
after notice and opportunity for hearing to each person specified
in (d) of this section, may modify or vacate the order or extend it
until final determination.

(d) No stop order may be entered under any part of this sec-

. tion except the first sentence of (c) of this section without (1) ap-
propriate prior notice to the applicant or registrant, the issuer,
and the person on whose behalf the securities are to be or have
been offered, (2) opportunity for hearing, and (8) written findings
of fact and conclusions of law.

(e) The administrator may vacate or modify a stop order if he
finds that the conditions which prompted entry have changed or
that it is otherwise in the public interest to do so. (§ 406 ch 198
SLA 1959; added by § 19 ch 105 SLA 1961)
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Article 4. General Provisions. ,
Section Section
130. Definitions 210. Criminal penalties
140. Exemptions 220. Civil liabilities /
150. Filing of sales and advertising 230. Judicial review of orders
literature 240. Rules, forms, orders, and hear-
160. Misleading filings ings
170. Unlawful representations con- 250, Administrative files and opin-
cerning registration or exemp- ions
- tion 260. Scope of the chapter and serv-
180. Administration of chapter ice of process
190, Investigations and subpoenas 270. Short title

200. Injunctions
Sec. 45.55.130. Definitions. In this chapter unless the context

otherwise requires:

" (1) “administrator” means the commissioner of commerce or his
designee;

(2) “agent” means an individual other than a broker-dealer
who represents a broker-dealer or issuer in effecting or attempting
to effect purchase or sale of securities; a partner, officer, or direc-
tor of a broker-dealer or issuer, or a person occupying a similar
status or performing similar functions, is an agent only if he
otherwise comes within this definition; “agent” does not include
an individual who represents an issuer in (A) effecting transac-
tions in a security exempted by § 140(a) (1), (2), (3), (4), or (5)

A
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“of this chapter, (B) effecting transactions exempted by § 140(b)

of this chapter, or (C) eflfecting transactions with existing :em-
ployees, partners, or directors or the issuer if no commission or

" other remuneration is paid or given directly or m('{in‘ectly for solic-
-iting any person in this state;

(3) “broker-dealer” means a person engaged in the business of
effecting transactions in securities for the account of others or for
his own account; “broker-dealer” does not include (A) an agent,
(B) an issuer, (C) a bank, savings institution, or trust company,
or (D) a person who has no place of business in this state if (i)
he effécts transactions in this state exclusively with or through
the issuers of the securities involved in the transactions through
other broker-dealers, or throush banks, savings institutions, trust
companies, insurance companies, investment companies as defined
in the Investment Company Act of 1940, pension or profit-sharing
trusts, or other financial institutions or institutional buyers,
whether acting for themselves or as trustees; or (ii) during a pe-
riod of 12 consecutive months he does not direct more than 15 of-

. fers to sell or buy into this state in any manner to persons other

than those specified in (8) (D) (i) of this section whether or not
the offeror or an offeree is then present in this state;

(4) “fraud,” “deceit,” and “defraud” are not limited to com-
mon-law deceit;

(5) “guaranteed” means guaranteed as to payment of principal,
interest, or dividends;

(6) “investment adviser” means .a person who, for compensa-

tion, engages in the business of advising others, either directly or

through publications or writings, as to the value of securities or

as to the advisability of investing in, purchasing, or selling securi-—_.
o=y
“ties, or who, for compensation and as a part of a wyular busmessl

issues or promulgfttes, analyzes or reports concemmg sceurities;

v
[

»
b

“investment adviser” does not include (A) a bank, savi ng\hﬁh{u-

_ tion, or trust company; (B) a lawyer, accountant, engineer, o

teacher whose performance of these services is solely incidental to
the practlce of his professxon, (C) a broker-dealer whose perform-
ance of these services is solely incidental to the conduct of his husi-
ness as a broker-dealer and who receives no special compensation

for them; (D) a publisher of a bona fide newspaper, news maga-

zine, or business or financial publication. of general, regular, and
paid circulation; (I8) a person whose advice, analyses, or reports
relate only to securities exempted by §<140(a) (1) of this chapter;
(F) a person who has no place of business in this state if (i) his
only clients in this state are other investment advisers, broker-
dealers, banks, savings institutions, trust companies, insurance
companies, investment companies as defined in the Investment
Company Act of 1940, pension or profit-sharing trusts, or other
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financial institutions or institutional buyers, whether acting for
themselves or~as trustees, or (ii) during a period of 12 consecu-
tive months he does not direct business communications into this
state in any manner to more than five clients other than those
specified in (6) (F) (i) of this section, whether or not he or any of
the persons to whom the communications are directed is then pres-
ent in this state; or (G) other persons not within the intent of
this paragraph whom the admlmstmtm designates by rule or or-
der;

(7) “issuer” means a person who issues or proposes to issue any
security, except that (A) with respect to certificates of deposit,
voting-trust certificates, or collateral-trust certificates, or with re-
spect to certificates of interest or shares in an unincorporated in-.
vestment trust not having a board of directors, or persons per-
forming similar functions or of the fixed, restricted management,
or unit type, the term “issuer” means the person or persons per-
forming the acts and assuming the duties of depositor or man-
ager under the provisions of the trust or other agreement or in-
strument under which the security is issued; and (B) with re-
spect to certificates of interest or participation in oil, gas, or min-
ing titles or leases or in payments out of production under these
titles or leases, there is not considered to be any “issuer”;

(8) “nonissuer” means not directly or indirectly for the benefit
of the issuer; .

(9) “person” means an individual, a corporation, a partnership,
an association, a joint-stock company, a trust where the interests
of the beneficiaries are evidenced by a security, an unincorporated
organization, a government, or a polilical subdivision of a govern-

‘ment;

(10) “sale” or “sell” includes every contract of sale of, contract
to sell, or disposition of; a security or interest in a security for
value; “offer” or “offer to sell” includes every attempt or offer to
dispose of, or solicitation of an offer to buy, a security or interest
in a security for value; a security given or delivered with, or as a
bonus on account of, a purchase of securities or any other thing
is consxdex ed to constitute part of the subject of the purchase and
to have been offered and sold for value; o purported gift of assess-
able stock is considered to involve an offer and sale; every sale
or offer of a warrant or right to purchase or subscribe to another
security of the same or another issucr, as well as every sale or
offer of a security which gives the holder a present or future right.
or privilege to convert into another security. of the same or an-
other issuer, is considered to include an offer of the other security;
the terms defined in this subsection do not include (A) a bona fide
pledge or loan; (B) a stock dividend, whether the corporation dis-¢
tributing the dividend is the issuer of the stock or-not, if nothing

Further reproduction prohibited without permission.
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of value is given by stockholders for the dividend other than. the
sutrender of a right to a cash or property dividend when each
stockholder may elect to take the dividend in cash or property or
in stock;.(C) an act incident to a class vote by stockholders, un-
der the certificate of incorporation or the applicable corporation
statute, on a merger, consolidation, reclassification of securities, or
sale of corporate assets in consideration of the issuance of securi-
ties of another corporation; or (D) an act incident to a judicially

-approved reorganization In which a security is issued in exchange

for one or more outstanding seccurities, claims, or property inter-
ests, or partly in the exchange and partly for cash;

(11) “Securities Act of 1933,” “Sccurities Exchange Act of
1934,” “Public Utility Holding Company Act of 1935,” and “In-
vestment Company Act of 1940” mean the federal statutes of
those names as amended after May 9, 1959 ;

(12) “security” means a note; stock; treasury stock; bond; de-
benture; evidence of indebtedness; certificate of inferest or par-
ticipation in any profit-sharing agreement; collateral-trust certifi-
cate; preorganization certificate or subscription; transferable
share; investment contract; voting-trust certificate; certificate of
deposit 1or a security ; certificate of interest or participation in an
oil, gas, or mining title or lease or in payments out of production
under the title or lease; or, in general, any interest or instrument
commonly known as a “security,” or any certificate of interest or
participation in, temporary or interim certificate for, receipt for,
guarantee of, or warrant or right to subscribe to or purchase, any
of the foregoing; “security” does not include an insurance or en-
dowment policy or annuity contract under which an insurance com-
pany promises to pay a fixed sum of money either in a lump sum
or periodically for life or for some other specified period; “secu-
rity” does not include a certificate of membership or share in a
cooperative corporation;

(13) “state” means any state, territory, or possession of the
United States, the District of Columbia, and Tuerto Rico. (§ 301
ch 108 SLA 19’59; am §§ 1 and 2 ¢h 105 SILA 1961)

+ Seven per cent debentures offered TI'or analysis of securities law of

in exchange for stock must be regis-  Alaska and its effect on corporate -

tered—See same catchline in note to  transuctions, see 1061 Op. Atly. Gen,
AS 45.55.070. No. 15.

Sec. 45.55.140. Exemptions. (a) The following securities are ex-
empted from §§ 70 and 150 of this chapter: 8

(1) a security, including a revenue obligation, issved or guar-
anteed by the United States, a state, a polilical subdivision of a
state, or an agency or corporate or other instrumentality of one
or more of the foregoing; or a certificate of deposit for any of the
foregoing; : :

[
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(2) a security issued or guaranteed by Canada, a Cé;madlan

province, a political subdivision of a Canadian provmce, an agency
or corporate or other instrumentality of one or more of the fore-
going, or a foreign government with which the United States cur-
rently maintains diplomatic relations, if the security is recognized
as a valid obligation by the issuer or guarantor;

(3) a security issuced by and representing an interest in or a
debt of, or gnaranteed by, a bank organized under the laws of the
United States, or a bank, savings institution, savings and loan ag-
sociation, building and loan association, or trust company organ-
ized and supervised under the laws of a state or of the United
States;

(4) a commercial paper which arises out of a current transac-
tion or the proceeds of which have been or are to be used for cur-
rent transactions, and which evidences an obligation to pay cash
within nine months of the date of issuance, exclusive of days of
grace, or any renewal of the paper which is likewise limited, or a
guarantee of the paper or of the renewal;

(5) an investment contract issued in connection with an em-
ployee's stock purchase savings, pension, profit- Qhaimg, or simi-
lar benefit plan if the administrator is notified in writing 30 days
before the inception of the plan or, with respect to plans which
are in effect on May 9, 1959, within 60 days thereafter, or within
30 days before they are reopened if they are closed on May 9, 1959;

(6) a security issued by and representing an interest in or a
debt of, or guaranteed by, a federal savings and loan association,
or a building and loan or similar association organized under the
laws of a state and authorized to do business in this state;

(7) a security issued by and representing an interest in or a
debt of, or guaranteed by, an insurance company organized under
the laws of a state and authorized to do business in this state;

but this exemption does not apply to an annuity contract, invest-

ment contract, or similar secuwrity under which the promised pay-

“ents are hot fixed in dollars but are substantially dependent up-
on the investment results of a segregated fund or account invested -

in sccurities; except that policies or annuity contracts of insurance
companies admitted to do business in the state are not subject to
this chapter;

(8) a security issued or guaranteed by a federal credit union

or any credit union, industrial loan association, or similar associ-
ation organized and supervised under the laws of this state;

(9) a security issued or guaranteed by a railroad, other common
carrier, public utility, or holding company which is (A) subject
to the jurisdiction of the Interstate Commerce Commission; (B)
a registered holding company under the Public Utility Holding

Company Act of 1935 or a subzidiary of the company within the
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meaning of that act; (C) regulated in respect of its ratés and

* charges by a governmental authority of ithe United States or a

state; or (D) regulated in respect of the issuance or guarantee of
the security by a governmental authority of the United States, a
state, Canada, or a Canadian province;

(10) a security listed or approved for listing upon notice of is-
suance on the New York Stock Exchange, the American Stock Ex-
change, or the Midwest Stock Exchange, or any other security of
the same issuer which is of senior or substantially equal rank; any
security called for by subscription rights or warrants so listed or
approved; or any warrant or right to purchase or subscribe to any
of the foregoing;

(11) a security issued by a person organized and operated not
for private profit but exclusively for religious, educational, benev-
olent, charitable, fraternal, social, athletic, or reformatory pur-
poses, or as a chamber of commerce or trade or professional asso-

ciation.
(b) The following transactions are exempted from §§ 70 and

150 of this chapter:

(1) a transaction between the issuer or other person on whose
behalf the offering is made and an underwriter, or among under-
writers; ‘

(2) a transaction in a bond or other evidence of indebtedness
secured by a real or chattel mortgage or deed of trust, or by an
agreement for the sale of real estate or chattels, if the entire
mortgage, deed of trust, or agrecement, together with all the bonds
or other evidence of indebtedness, secured thereby, is offered and
sold as a unit;

(3) a transaction by an executor, administrator, sheriff, mar-
shal, 1eceu(e1 , L ustee in bankruptcy, gumdian or conser vatoz ;
pany, insurance company, mvestment company as defmed in the
Investment Company Act of 1940, pension or profit-sharing trust,
or.other financial institution or institutional buyer, or to a broker-
dealer, whether the purchaser is acting for itsell or in some fidu-

‘ciary capacity ;

(5) a transaction pursuant to an offer dnected by the offeror
to not more than 20 persons, other than those designated in (b) (4)
of this section, in this state during a period of 12 consecu-
tive months, whether or not the offeror or any of the offerces is
then. present in this state, if the seller reasonably believes that
all the buyers in this state are purchasing for investment, and no
commission or other remuneration is paid or given directly or in-
directly for soliciting a prospective buyer in this state; however,
the administrator may by rule or order, as to a security or trans-

"“action or a type of security or transaction, withdraw or further

Y
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condition this exemption, or increase or decrease the number of.
offerees permitted, or waive the conditions in (b) (5) of this sec-
tion with or without the substitution of a limitation or remunera-
tion;

(6) an offer or sale of a pxemgam?atlon certificate or subscrip-
tion if (A) no commission or other remuneration is paid or given
directly or indirectly for soliciting a prospective subscriber, (B)
the number of subscribers does not exceed 10, and (C) no payment
is made by any subscriber;

(7) a transaction under an offer to existing security holders of
the issuer, including persons who at the time of the transaction
are holders of convertible securities, nontransferable warrants, or
transferable warrants exercisable within not more than 90 days
of their issuance, if (A) no commission or other remuneration,
other than a standby commission, is paid or given directly or in-
directly for soliciting a security holder in this state, or (B) the is-
suer first files a notice specifying the terms of the offer and the
administrator does not by order disallow the exemption within the
next five full business days;

(8) an offer (but not a sale) of a security for which 1eglst1a-
tion statements have been filed under both this chapter and the
Securities Act of 1933 if no stop order or refusal order is in eflect
and no public proceeding or examination looking toward an order
is pending under either act;

(9) an isolated nonissuer txansactlon, whether effected through
a broker-dealer or not ; :

(10) a nonissuer distribution of an outstanding security if (A)
a recognized securities manual contains the names of the issuer’s
officers and directors, a balance sheet of the issuer as of a date
within 18 months, and a profit and loss statement for either the .
fiscal year preceding that date or the most recent year of opera-
tions, or (B) the security has a fixed maturity or a fixed interest
or dividend provision and there has been no default during the cur-
rent fiscal year or within the three preceding fiscul years, or dur-
ing the existence of the issuer and any predecessors if less than
three years, in the payment of principal, interest, or dividends on
the sectirity;

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

(12) a transaction executed by a bona fide pledgee without any
purpose of evading this chapter.

(c) In any proceeding under this chapter, the burden of prov-
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ing an exemption or an exception from a definition is upon the
person claiming it. ’

(d) The administralor may by oxder deny or revoke an exemp-
tion specified-in (a) (5) or (7) of this section or in (b) of this sec-
tion with rgspect to a specific security or transaction. The order
may not be entered without appropriate prior notice to all inter-
ested parties, opportunity for hearing, and written findings of
fact am’l&’ccnc]usions of law, except that the administrator may by
order summarily deny or revoke any of the specified exemptions
pending final determination of a proceeding under this subsection.
Upon the. entry of a summary order, the administrator shall
promptly notify all interested parties that it has been entered and
of the reasons for it and.that within 15 days of the receipt of a
written request the matter will be set down for hearing. If no
hearing is requested and none is ordered by the administrator, the
order remains in effect until it is modified or vacated by the ad-
ministrator. If a hearing is requested or ordered, the administra-
tor, after notice of and opportunity for hearing to all interested
persons, may modify or vacate the order or extend it until final
determination.

(e) No order under (d) of this section may opecrate retroac-
tively. No person may be considered to have violated § 70 or 150
of this chapter by reason of an offer or sale effected afier the en-
try of an order under this subsection if he sustains the burden of
proof that he did not know, and in the exercise of reasonable care
could not have known of the order. (§ 302 ch 108 SLA 1959; am
§§ 34160}1 105 SL.A 1961)

Sec. 15.55.150. Filing of sales and advertising literature. The
administrator may by rule or order require the filing of a pro-
spectus, pamphlet, civcular, form letter, advertisement, or other

" sales literature, or advertising communication addressed or in-

tended for distribution to prospective investors, including clients
or‘prospective clients of an investmenti adviser, unless the secu-
rity or transaclion is cxempled by § 140 of this chapter. (§ 303 ch
193 SLA 1959; am § 12 ¢h 105 SL.A 1061),.7

Sec, 45.55.160. hiisleading filings. It is unlawflul for a person to
make or cause to be made, in a document filed swith the adminis-
trator or in a proceeding under this chapter, a statement which is,
at the time and in the light of the circumstances undesr which it
is mnade, false or misleading in a malerial respect. (§ 304 ch 198
SLA 1959)

C.J.S. references.—19 CJ.S. Corpo-

rations §§ 931, 1364; 53 C.J.S. Li-
censes § 78. .
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Scc. 45.55.170. Unlawful representations concerning rcglstra-. .

tion or exemplion. (a) Neither the fact that an application for reg-
istration under §§ 30—60 of this chapter or a registration state-
ment under §§ 70—120 of this chapter is filed nor the fact that a
person or security is effectively registered constitutes a finding by
the administrator that a document filed under this chapter is true,
complete, and not misleading. Neitier the fact of filing nor the
fact that an exemption or exception is available for a security or
a transaction means that the administrator has passed in any way
upon the merits or qualifications of, or recommended or given ap-
proval to, a person, security, or transaction.

(b) It is unlawful to make, or cause to be made, to a prospec-
tive purchaser, customer, or client any representation inconsistent
with (a) of this section. (§ 305 ch 198 SLA 1959; am § 13 ch 105

SLA 1961)

See. 45.55.180. Adniinistration of chapter. (a) The Department
of Commerce shall administer this chapter.

(b) It is unlawful for the administrator or an officer or employee
of the administrator to use for personal benefit information which
is filed with or obtained by the administrator and which is not
made public. No provision of this chapter authorizes the admin-
istrator or an officer or employee of the administrator to disclose
the information except among themselves or when necessary or ap-
propriate in a proceeding or investigation under this chapter. No
provision of this chapter either creates or derogates from any
privilege which exists at common law or otherwise when documen-
tary or other evidence is sought under a subpoena directed o the
administrator or an oflicer or employee of the administrator. (§
306 ch 198 SLA 1959)

Sec. 45.55.190. Investigations and subpoenas. (a) The adminis-

trator in his discretion'may (1) make public or private investiga-
tions inside or outside this state as he considers necessary to de-
termine whether a person has violated or is about to violate any
provision wof thls chapter or a rule or order under this chapter, or
to aid in the enforcement of this chapter or in the prescribing of
rules and forms under this chapter, (2) require or permit a per-
son to file a statement in writing, under oath or otherwise as the
administrator determines, as to all the facts and circumstances
concerning the matter to be investigaled, and (8) publish infor-

mation concerning any violation of this chaptel or any rule or or- .

der under this chapter.

(b) For the purpose of an investigation or pxoceedmg under this
chapter, the administrator or an officer designated by him may ad-
minister oaths and affirmations, subpoena witnesses, compel their
attendance, take evidence, and require the production of books, pa-
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pers, correspondence, memoranda, agreements, or other documents
or records which the administrator considers relevant or material
S . to the inquiry. N
i (¢) In case of contumacy by, or refusal to obey a subpoena is-
: ' sued to a person, the superior court, upoi. application by the ad-
ministrator, may issue to the person an order requiring him to ap-
pear before the administrator, or the oflicer designated by him, to
. ’ : produce documentary evidence if so ordered or to give evidence
‘ ‘ touching the matter under investigation or in question. Failure to
. : . obey the order of the court may be punished by the court as a con-
tempt of court.

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

o , i - tend to incriminate him or subject him to a penalty or forfeiture.
o T : However, no individual may be prosecuted or subjected to a pen-
' alty or forfeiture for or on account of a fransaction, matter, or

» T . thing concerning which he is compelled, gter claiming his privi-

‘ ; lege against self-incrimination, to testily or produce evidence,

documentary or otherwise, except that the individual testifying is
‘ ' not exempt from prosecution and punishment for perjury or con-
( S tempt committed in testifying. (§ 307 ch 198 SLA 1959)

Sec. 45.55.200. Injunctions. Whenever it appears to the admin-
istrator that a person has engaged or is about to engage in an act
or practice in violation of any provision of this chapter or rule or
order under this chapter, he may bring an action in the superior
court to enjoin the acts or practices and to enforce compliance with
this chapter or rule or order under this chapter. Upon a proper
showing, the appropriate remedy shall be granted and a receiver or
conservator may be appointed for the defendant or the defendant’s
assets. The court may not require the administrator to post a bond.
(§ 308 ch 198 SLA 1959)

s See. 45.55.210. Criminal penalties. (a) A person who wilfully
: violates a provision of this chapter except § 160 of this chapter,
T ; or who wilfully violates a rule or order under this chapter, or who
wilfully violates § 160 of this chapter knowing the statement made
to be false or misleading in a material respect, upon conviction, is
o . punishable by a fine of not more than $5,000, or by imprisonment
o ) o for not more than three yearss or by both. However, 1o person may
i ‘ be imprisoned for the violation of a rule or order if he proves that"
S he had no knowledge of the rule or order. No indictment or infor-
- I ' ' ; mation may be returned under this chapter more than five years
after the alleged violation,

soa mnwa ko
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(b) The administralor may refer the evidence which is available - .

concerning violations of this chapter or a rule or order under this
chapter to the attorney general who may, with or without a refer-
ence, institute appropriate criminal proceedings under this chap-
ter. .

(¢) Nothing in this chapter limits the power of the state to pun-
ich a person for conduct which constitutes a erime by statute or
at common law. (§ 309 ch 198 SLA 1959)

Sec. 45.55.220. Civil liabilities. (a) A person is liable to the per-
son buying the security from him for the consideration paid for
the security, together with interest at six per cent a year from the
date of payment, costs, and reasonable atiorneys’ fees, less the
amount. of income received on the security, upon the tender of. the
security, or for damages if he no longer owns the security, if he

(1) offers or sells a security in violation of § 30(a), 70, or 170 (b)
of this chapter or of a rule or order under § 150 of this chapter
which requires the filing of sales literature before it is used, or of
a condition imposad under § 100(d) or 110(g) or (h) of this chap-
ter, or

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

(b) Damages are the amount that would be recoverable upon a
tender less the value of the security when the buyer disposed of
it and interest at six per cent a year from the date of disposition.

(¢) Every person who directly or indirectly controls a seller li-
able under (a) of this section, every partner, officer, or director
of such a seller, every person occupying a similar status or per-
fornfihg similar functions, every employce of the seller who ma-.
terially aids in the sale, and every broker-dealer or agent who ma-
terially aids in the sale are also liable jointly and severally with
and to the same extent as the seller, unless the nonseller who is
liable sustains the burden of proof that he did not know, and in
exercise of reasonable care could not have known, of the existence
of the facts by reason of which the liability is alleged to exist.
There is contribution as in cases of coniract among the several
persons liable. ,

(@) A tender specified in this section may be made at any time
before entry of judgment.

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

(f) No person may sue under this section more than two years
after the contract of sale, No person may sue under this section
(1) if the buyer received a written afTer, before suit and at a time
when he owned*the security, to refund the consideration paid to-

:
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gether with interest at six per cent a year from the date .of pay-
ment, less the amount of income rececivéd on the security, and he
failed to accept the offer within 30 days of its receipt, or (2) if

" the buyer received the offer before suit and at a time when he did

not own the security, unless he rejected the offer in writing with-
in 30 days of its receipt.

(z) No person who makes or engages in the performance of a
contract in violation of a provision of this chapter or rule or order
under this chapter, or who acquires a purported right under the
contract with knowledge of the facts by reason of which its mak-
ing or performance is in violation, may base a suit on the contract.

(h) A condition, stipulation, or provision binding a person ac-
quiring a security to waive compliance with a provision of this
chapter or a rule or order under this chapter is void.

(i) The rights and remedies provided by this chapter are in ad-
dition to any other rights or remedies that may exist, but this
chapter does not create a cause’of action not specified in this sec-
tion or § 40(f) of this chapter. (§ 310 ch 198 SLA 1959; am § 14
ch 105 SLA 1961) -

- See. 45.55.230. Judicial review of orders. (a) A person aggrieved
by a final order of the administrator may obtain a review of the
order in the superior court by filing, within 60 days after the entry
of the order, a written petition praying that the order be modified
or set aside.in whole or in part. A copy of the petition shall he
served immediately upon the administrator, and thereupon the ad-
ministrator shall certify and file in court a copy of the filing and
evidence upon which the order was entered. When these are filed,
the court has exclusive jurisdiction to aflirm, modify, enforce, or
set aside the order, in whole or in part,

(b) The commencement of proceedings under (a) of this section
does not, unless specifically ordered by the court, operate as a stay
of the administrator’s order. '

(¢) The Administrative Procedure Act applies to all rules, regu-
lations, orders and reviews issued or authorized under this chap-
teir including judicial review and its scope. (§ 311 ch 198 SLA 1959)

Sec. 45.55.240. Rules, forms, orders, and hearings. (a) The ad-
ministrator may make, amend, and rescind the rules, forms, and
orders which are necessary to carry out this chapter, including
rules and forms governing registration statements, applications,
and reports, and defining terms, whether or not used in this chap-
ter insofar as the definitions are not inconsistent with this chap-
ter. For the purpose of rules and forms, the administrator may
classify securities, persons, and matters within his jurisdiction, and
prescribe different requirements for different classes.
~ (b) No rule, form, or order may be made, amended, or rescinded

2—45 A—16
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}
unless the administrator finds that the action is necessary or appro- " :

priate in the public interest or for the protection of investors and
consistent with the purposes fairly intended by the policy and pro-
visions of this chapter. In prescribing rules and forms the a#dminis-
trator may cooperate with the securilies administrators of the
other stales and the securities and exchange commission with a
view to eflectuating the policy of this statute to achieve maximum
uniformity in the form and content of registration statements, ap-
plication, and reports wherever practicable.

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

(d) No provision of this chapter imposing liability applies to an
act done or omitted in good faith in conformity with a rule, form,
or order of the administrator, notwithstanding that the rule, form,
or order may be later amended or rescinded or be determined by

_ judicial or other authority to be invalid.

(e) Every hearing in an administrative proceeding shall be pub-
lic unless the administrator in his discretion grants a request joined

‘in by all the respondents' that the hearing be conducted privately.

(§ 312 ch 198 SLA 1959)

Sec. 45.55.250. Administrative files and opinions. (a) A docu-
ment is filed when it is received by the administrator.

(b) The administrator shall keep a registerr of all applications
for registration and registration statements which are or have ever
been effective under this chapter and all denial, suspension, o: revo-
cation orders which have been entered under this chapter. The reg-
ister shall be open for public inspection.

(c¢) The information contained in or filed with a registration
statement,; application, or report may be made available to the pub-
lic unde}' the rules which the administralor prescribes.

(d) Upon request and-af the, reasonable charges which he pre-
scribes, the administrator shall furnish o any person photostatic
or other copics (certified under his seal of oflice if requested) of
any entry in the register or any document which is a matter of
public record. In a proceeding or prosectuition under this chapter, a
copy so certified is prima facie evidence of the contents of the en-
try or documents certified.

(e) The administrator in his discretion may honor requests
from interested persons for interpretative opinions. (§ 313 ch 198
SLA 1959;am §§ 16, 17 c¢h 105 SLA 1961)
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Sec. 45.55.260. Scope of the chapter and service of process. (a)

" Secticns 10, 30(a), 70, 170, and 220 of this chapter apply to per-

sons who sell or offer to sell when (1) an -offer to sell is made in
this state, or (2) an offer to buy is made and accepted in this state.

(b) Secections 10, 30(a), and 170 of this chapter apply to persons
who buy or offer to buy when (1) an offer to buy is made in this
state, or (2’7 an offer to sell is made and accepted in this state.

(¢) For, the purpose of this section, an offer to sell or to buy
is made in this state, whether or not ecither party is then present
in this state, when the offer (1) originates from this state or (2)
is directed by the offeror to this state and received at the place to
which it is directed, or at a post office in this state in the case of a
mailed offer, . .

(d) For the purpose of this section, an offer to buy or to sell is

. accepted in this state when acceptance is communicated to the of-
feror in this state and has not previously been communicated to
the offeror, orally or in writing, outside this state. Acceptance is
communicated to the offeror in this state, whether or not either
party is then present in this state, when the offeree directs it to
the offeror in this state reasonably believing the offeror to be in

“this state and it is received at the place to which it is directed, or
at a post office in this state in the case of a mailed acceptance.

(e) An offer to sell or to buy is not made in this state when (1)
the publisher circulates or there is circulated on his behalf in this
state a bona fide newspaper or other publication of general, regu-
lar, and paid circulation which is not published in this state, or
which is published in this state but has had more than two-thirds
of its circulation outside this state during the past 12 months, or
(2) a radio or television program originating outside this state is
received in this state. '

(£) Sections 20, 30(c), and 170 of this chapter, so far as invest-
ment advisers are concerned, apply when any act instrumental in
effecting prohibited conduct is done in this state, whether or not
e{t}mer party is then present in this state. ’

(g) Every applicant for registration under this chapter and

“every issuer which proposes to offer a security in this state through
a person acting on an agency basis in the common-law sense shall

~

file with the administrator, in the form which he prescribes by rule;

an irrevocable consent appointing the administrator or his succes-
sor in office to be his attorney to receive service of lawlul process
in a civil suit, action, or proceeding.aguainst him or his successor
executor or administrator which arises under this chapter or a
rule or order under this chapter after the consent has been filed,
with the same force and validity as if served personally on the per-
son filing the consent. A person who files the consent in connection
with a previous registration need not file another. Service may be

.
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Regulation, Section 608 - Sales and Advertising Literature

(a) A registered broker-dealer shall file with the
Administrator of Securities all prospectuses, pamphlets,
circulars, form letters, radio and television scripts
or copy, advertisements, and other sales literature
addressed to or intended I[or distribution to prospective
investors. This:shall not apply to securities and R
transactions exempted in Section 302, Ch. 198, SLA 1959,
as amended, of the.Alaska Securities Act, or to advertising
matter of issuers which has been previously filed with
the Administrator directly by the issuer.

(b) The responsibility of ascertaining whether any
particular item of advertising matter has been previously
filed by the issuer shall be that of the broker-dealer.

(¢) Issuers offering for sale, selling or advertising
- their securities in Alaska shall be subject to the require-
ments of subsection (a) of this section, except for those
: . securities and transactions which are exempted under
S Section 302, Ch. 198, SLA 1959.

Authority. Alaska Securities Act of 1959, as amended,
and ACL, Title 44, Chapter 62.

b
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