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O r i g i n a l  s p o n s o r ( s ) :  R u l e s / L c g l s l n t i v e  Council

iN T H E  HO US E  BY T HE  J U D T C I A R Y  CO MM ITTEE

CS FOR HO US E  BILL NO. 204 (Judiciary)

IN T H E  LE G IS L A T U R E  OF THE STATE OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - SECOND SE SS IO N

A  BILL

For  an Act entitled: "An Act r el ating to the c l a s s i f i c a t i o n  of directors

on boards of corporations."

BE IT E N AC T ED  BY T H E  L E G I S L A T U R E  O F  T H E  STATE OF  ALASKA:

* S e c t i o n  '. AS 10.06.655(a) is amended to read:

(a) If the b o a rd  consists of  three [NINE] or m o r e  members, the 

art icles of i nc o rp o r a t i o n  may provide that instead of elec ti ng  all the 

d i re ctors a n n u a l l y  the di re ct or s be divided into e i t he r  two or three 

classes, each cla3s to be as n ea rl y  equal in number as possible, with 

the term of o f f i c e  of d i re ct ors of the first class to exp ire at tee 

first annual m e e t i n g  of shareh ol ders after their election, that of the 

sec ond class to e xp i re  at the second annual m e e t in g a f t e r  their e l e c­

tion, and that o f  the third class, if any, to expire at the third 

a nn ua l  m e e t i n g  a f t e r  their election. At each annual m e e t i n g  af ter the 

c l a s s i fi ca t io n  the n um be r  of directors equal to the n u m b e r  of the 

class w h os e  term expires at the time of the m e e t i n g  shall be el ect ed 

to h o l d  office u n t i l  the second succeeding annual m e e t i n g  if there are 

two classes, or u n ti l  the third su cceeding annual m e e t i n g  if there are 

three classes. A  cl as s if ic a ti o n o f  directors is not e f f e ct i ve  before 

the first annual m e e ti ng  of shareholders.

- 1 -  CSHB 2 0 4 ( J u d )
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A p r i l  19, 1989

V I A  F A C S I M I L E  - G 5 - 3 7 0 C  

D a v e  D o n l e y
H o u s e  of R e p r e s e n t a t i v e s  
P. 0. Box V 
J u n e a u ,  AK  9 9 8 1 1

Re: A l a s k a  C o r p o r a t i o n s  C o d e

D e a r  R e p r e s e n t a t i v e  Donley:

I r e p r e s e n t  the A l a s k a  F e d e r a t i o n  of N a t i v e s  w i t h  r e s p e c t  to 
a m e n d m e n t s  to the A l a s k a  C o r p o r a t i o n s  Code.

T h e r e  a r e  s i g n i f i c a n t  p r o b l e m s  w i t h  t h e  A l a s k a  C o r p o r a t i o n s  
C o d e  as p a s s e d  last year. A s s u r a n c e s  w e r e  g i v e n  th a t  the 
a m e n d m e n t s  w o u l d  be m a d e  to t h e  C o d e  b e f o r e  it b e c a m e  e f f e c t i v e  

t h i s  July.

T h e  C o d e  as it w a s  p a s s e d  l a s t  year, w i t h o u t  a m e n d m e n t s ,  v/ould 
c a u s e  g r e a t  d i f f i c u l t y  for N a t i v e  c o r p o r a t i o n s .

If the C o d e  is not g o i n g  t o  be a m e n d e d  t h i s  year, then at the 
v e r y  l e a s t  t h e  e f f e c t i v e  d a t e  of  the C o d e  s h o u l d  be p o s t p o n e d  at  
l e a s t  one year.

S i n c e r e l y ,

C O P E L A N D ,  LANDYE, B E N N E T T  and W O L F

D a v i d  P. W o l f  

cc: A l a s k a  F e d e r a t i o n  of N a t i v e s
D P W \ 7 4 9 \ I D 0 N L E Y .0 1



R O B E R T  II. HUME, JR. 
3 1 0 1  B r o o k s i d e  D r i v e  

A n c h o r a g e ,  A l a s k a  9 9 5 1 7 A)

R e p r e s e n t a t i v e  D a v e  D o n l e y  
^.O. B o x  V 
uneau, A l a s k a  9 9 8 1 1

A p r i l  13, 1989

) Re: R e v i s i o n s  to  A l a s k a  C o r p o r a t i o n  C o d e

a r  R e p r e s e n t a t i v e  D o n ley:

I u n d e r s t a n d  t h a t  y o u r  c o m m i t t e e  is c o n s i d e r i n g  t h e  p r o p o s e d  
a m e n d m e n t s  to  t h e  n e w  A l a s k a  C o r p o r a t i o n s  Code. I am  f a m i l i a r  w i t h

c o r p o r a t i o n s  c o d e  e a s i e i  for t h e  v a r i o u s  c o r p o r a t i o n s  w h i c h  i w o r k  
w i th. O n  b e h a l f  of  t h o s e  c o m p a n i e s ,  m y  f r i e n d s  a n d  n e i g h b o r s  in 
S p e n a r d ,  and mvself. I r e q u e s t  t h a t  y o u  s c h e d u l e  a h e a r i n g  so t h a t  
t h o s e  a m e n d m e n t s  and a n y  o t h e r  a p p r o p r i a t e  a m e n d m e n t s  c a n  b e c o m e  
law. L a s t  y e a r  t h e  A l a s k a  C o r p o r a t i o n s  C o d e  w a s  p a s s e d  o v e r  the 
o b j e c t i o n s  a n d  w i t h o u t  i n p u t  fr o m  t h e  Bar. H o w e v e r ,  t h e r e  w a s  a 
p r o m i s e  t h a t  a m e n d m e n t s  w o u l d  b e  p a s s e d  t h i s  year. It is v e r y  
i m p o r t a n t  t h a t  a m e n d m e n t s  be a p p r o v e d  t h i s  s e s s i o n .  If y o u  h a v e  
a n y  q u e s t i o n s  a b o u t  t h e  bill, y o u  m i g h r  c o n s i d e r  s p e a k i n g  w i t h  
S e n a t o r  Rodey, w h o  a l s o  r e p r e s e n t s  us in S p e n a r d .

th e  a m e n d m e n t s .  T h e y  w i l l  m a k e  o p e r a t i o n s  u n d e r  t h e  new

S i n c e r e l y ,

R o b e r t  H. Hume, Jr.

RHH\misc\ltdon:ah



Sec. 1 0 . 0 6 . 4 2 4  S H A R E H O L D E R  A G R E E M E N T S .

(a) A n  a g r e e m e n t  a m o n g  a l l  t h e  n h a r e h o l d e r s  of  a 
c o r p o r a t i o n  may:

(1 ) i m p o s e  r e s t r i c t i o n s  on  t h e  t r a n s f e r  o r  
r e g i s t r a t i o n  o f  s h a r e s  o f  t h e  c o r p o r a t i o n  to:

(A) m a i n t a i n  t h e  c o r p o r a t i o n ' s  s t a t u s  w h e n  it is 
d e p e n d e n t  o n  t h e  n u m b e r  o r  i d e n t i f y  of its s h a r e h o l d e r s :

(B) to  p r e s e r v e  e x e m p t i o n s  u n d e r  f e d e r a l  o r  s t a t e  
s e c u r i t i e s  laws:

(C) t o  e n s u r e  t h a t  s h a r e h o l d e r s  w i l l  be  a b l e  to 
n t r o l  w h o  m a y  p a r t i c i p a t e  in t h e  c o r p o r a t i o n ' s  b u s i n e s s :

(D) t o  e n s u r e  t h a t  s h a r e h o l d e r s  w h o  w i s h  to 
ire w i l l  b e  a b l e  t o  l i q u i d a t e  t h e i r  i n v e s t m e n t  w i t h o u t  
..-upting c o r p o r a t i o n  a f f a i r s :

(E) t o  e n s u r e  t h a t  e s t a t e s  o f  d e c e a s e d  
.iaareholders w i l l  b e  a b l e  to  l i q u i d a t e  t h e  d e c e d e n t ' s  s h a r e s  in 
t h e  c o r p o r a t i o n :

(F) t o  e n s u r e  t h a t  the e l e c t i o n  o f  S C o r p o r a t i o n  
s t a t u s  u n d e r  f e d e r a l  a n d  s t a t e  c o r p o r a t e  i n c o m e  t a x  la w s  c a n  b e  
e f f e c t e d  a n d  p r e s e r v e d :

(G) o b l i g a t e  t h e  s h a r e h o l d e r  f i r s t  t o  o f f e r  to 
t h e  c o r p o r a t i o n  o r  o t h e r  p e r s o n s  ( s e p a r a t e l y ,  c o n s e c u t i v e l y  or  
s i m u l t a n e o u s l y )  a n  o p p o r t u n i t y  to  a c q u i r e  t h e  r e s t r i c t e d  shares:

(H) o b l i g a t e  t h e  c o r p o r a t i o n  o r  o t h e r  p e r s o n s  
( s e p a r a t e l y ,  c o n s e c u t i v e l y  o r  s i m u l t a n e o u s l y )  t o  a c q u i r e  t h e  
r e s t r i c t e d  s h a r e s :

(I) r e q u i r e  t h e  c o r p o r a t i o n ,  t h e  h o l d e r  o f  a n y  
c l a s s  o f  its s h a r e s ,  o r  a n y  o t h e r  pers o n ,  t o  a p p r o v e  t h e  t r a n s f e r  
o f  r e s t r i c t e d  s h a r e s ,  if t h e  r e q u i r e m e n t  is n o t  m a n i f e s t l y  
u n r e a s o n a b l e :  a n d

(J) f o r  a n y  o t h e r  r e a s o n a b l e  p u r p o s e :
(2 ) p r o v i d e  f o r  s e l e c t i o n  o f  d i r e c t o r s  a n d  o f f i c e r s .

(b) T h e  e x i s t e n c e  o f  a s h a r e h o l d e r s  a g r e e m e n t  c o n s i s t e n t  
w i t h  t h i s  s e c t i o n  s h a l l  b e  n o t e d  c o n s p i c u o u s l y  o n  t h e  f r o n t  o r  
b a c k  o f  e a c h  s t o c k  c e r t i f i c a t e  t o g e t h e r  w i t h  a s t a t e m e n t  t h a t  t h e  
a g r e e m e n t  (or a c o p y  t h e r e o f )  is o n  fi l e  a t  t h e  p r i n c i p a l  o f f i c e  
o f  t h o  c o r p o r a t i o n  a n d  t h e  c o r p o r a t i o n  w i l l  a l l o w  i n s p e c t i o n  or 
f u r n i s h  a c o p y  t h e r e o f  w i t h o u t  charge.

(c) S h a r e s  i s s u e d  b e f o r e  c o m p l i a n c e  w i t h  s u b s e c t i o n  (b) of 
t h i s  s e c t i o n  s h a l l ,  if a c q u i r e d  b y  a p e r s o n  w i t h o u t  k n o w l e d g e  of 
t h e  s h a r e h o l d e r s  a g r e e m e n t ,  n o t  b e  s u b j e c t  t o  s u c h  s h a r e h o l d e r s  
a g r e e m e n t .

(d) F o r  p u r p o s e s  o f  t h i s  s e c t i o n  " s h a r e s "  i n c l u d e s  a 
s e c u r i t y  c o n v e r t i b l e  i n t o  o r  c a r r y i n g  a r i g h t  t o  s u b s c r i b e  f o r  o r  
a c q u i r e  s h a r e s .



( I B  J o < /

Ap ril 27, 1989

H a n d  D e l i v e r e d

T h e  H o n o r a b l e  P e t e r  Goll
T h e  h o n o r a b l e  M a x  F. G r u e n b e r g ,  Jr.
C o c h a i r s ,  H o u s e  J u d i c i a r y  C o m m i t t e e  
A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  
P.O. Box V
June a u ,  A l a s k a  9 9 8 1 1

Re: i x a ska C o r p o r a t i o n s  Code

D e a r  R e p r e s e n t a t i v e s  G o l l  and G r u e n b e r g :

E n c l o s e d  is a c o p y  of D a v i d  W o l f ' s  A p r i l  19 l e t t e r  to
R e p r e s e n t a t i v e  Donley, w r i t t e n  on b e h a l f  of t h e  A l a s’ia F e d e r a t i o n
of Natives, a d v o c a t i n g  e i t h e r  a m e n d i n g  t h e  n e w  C o r p o r a t i o n s  C o d e  
d u r i n g  t h e  c u r r e n t  s e s s i o n  or e x t e n d i n g  by  a t  l e a s t  o n e  y e a r  the 
e f f e c t i v e  d a t e  o f  t h e  n e w  Code.

N o w  t h a t  the H o u s e  bi l l  is b e f o r e  t h e  H o u s e  J u d i c i a r y
C o m m i t t e e  for c o n s i d e r a t i o n ,  S e a l a s k a  C o r p o r a t i o n  w a n t s  to 
e x p r e s s  its e m p h a t i c  c o n c u r r e n c e  w i t h  t h e  A F N ' s  r e q u e s t ,  for the 
r e a s o n s  g i v e n  b y  Mr. Wolf.

P l e a s e  c o n t a c t  S a m  K i t o  or m e  if y o u  h a v e  q u e s t i o n s
r e g a r d i n g  S e a l a s k a ' s  p o s i t i o n  in t h i s  m a t t e r .

S i n c e r e l y ,

S E A L A S K A  C O R P O R A T I O N

B y r V n  I. M a l l o t t  
C h i e f  E x e c u t i v e  O f f i c e r

E n c l o s u r e :  A p r i l  19, 1 9 8 9  l e t t e r
cc: S a m  K i t o

C h r i s  E. M c N e i l ,  Jr.
E. B u d d  S i m p s o n

SEALASKA CORPORATION ONE Sealaska Plaza, Juneau, A laska 99601-1276 Phone  (907) 586-1512
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D a v e  D o n l e y
H o u s e  of R e p r e s e n t a t i v e s  
P. 0. Box V 
J u n e a u ,  A K  9 9 8 1 1

Re: A l a s k a  C o r p o r a t i o n s  Co d e

D e a r  R e p r e s e n t a t i v e  D o n ley:

1' r e p r e s e n t  t h e  A l a s k a  F e d e r a t i o n  of N a t i v e s  w i t h  r e s p e c t  to 
a m e n d m e n t s  to the A l a s k a  C o r p o r a t i o n s  Code.

T h e r e  a r e  s i g n i f i c a n t  p r o b l e m s  w i t h  t h e  A l a s k a  C o r p o r a t i o n s  
C o d e  as p a s s e d  la s t  year. A s s u r a n c e s  w e r e  g i v e n  t h a t  the 
a m e n d m e n t s  w o u l d  be m a d e  to the C o d e  b e f o r e  it b e c a m e  e f f e c t i v e  
t h i s  July.

T h e  C o d e  as it w a s  p a s s e d  la s t  year, w i t h o u t  a m e n d m e n t s ,  w o u l d  
c a u s e  g r e a t  d i f f i c u l t y  for N a t i v e  c o r p o r a t i o n s .

If the C o d e  is n o t  g o i n g  to be  a m e n d e d  t h i s  year, t h e n  a t  the 
v e r y  l e a s t  t h e  e f f e c t i v e  d a t e  of the C o d e  should* be p o s t p o n e d  at 
l e a s t  o n e  year.

A p r i l  19, 1989

S i n c e r e l y

COPEL A N D ,  LANDYE, B E N N E T T  a n d  W O L F

D a v i d  P. W o l f

cc: A l a s k a  F e d e r a t i o n  of N a t i v e
DPW\749\ID0HIEY.01:mv •



Z . 0 V  F i^ - t
Carr-Gottstein Properties 
6401 A Street 
Anchorage, Alaska 99£10 
(907) 564-2424

A p r i l  12, 19 8 9

G i n g e r  B a i m
A t t n :  L a b o r  a n d  C o m m e r c e  C o m m i t t e e
c / o  R e p r e s e n t a t i v e  D a v e  D o n l e y  
H o u s e  of R e p r e s e n t a t i v e s  
PO  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Ms. Baim:

T h a n k  y o u  f o r  t h e  i n f o r m a t i o n  r e s p e c t i n g  H o u s e  Bi l l  204 a n d  
S e n a t e  B i l l  204. In o u r  o p i n i o n ,  t h e r e  is a s e r i o u s  d e f i c i e n c y  
in t h e  n e w  A l a s k a  C o r p o r a t i o n ' s  C o d e  ( e f f e c t i v e  J u l y  1, 1989) 
t r e a t m e n t  o f  S h a r e h o l d e r  A g r e e m e n t s  t h a t  t h e  p r o p o s e d  A m e n d­
m e n t s  to  H o u s e  Bill 204 a n d  S e n a t e  Bi l l  204 fail t o  r e c t i f y  or 
p r o p e r l y  a d d r e s s .

W e  b e l i e v e  it is i m p e r a t i v e  t h e  n e w  c o d e  e x p r e s s l y  and 
p r e c i s e l y  a u t h o r i z e  s h a r e h o l d e r s  to  e n t e r  in t o  a g r e e m e n t s .
T h e  c o d e  s h o u l d  s p e l l  o u t  c l e a r l y  t h e  t y p e s  of  p r o v i s i o n s  a 
S h a r e h o l d e r s  A g r e e m e n t  m a y  c o n t a i n .  A s  c u r r e n t l y  w r i t t e n ,  t h e  
n e w  code, w i t h  t h e  p r o p o s e d  a m e n d m e n t s ,  is u n a c c e p t a b l y  v a g u e  
a n d  a m b i g u o u s  o n  t h i s  issue.

T h e  l o n g - s t a n d i n g  use, b o t h  w i t h i n  a n d  o u t s i d e  o f  A l a s k a ,  of 
u n a n i m o u s l y  w r i t t e n  s h a r e h o l d e r  a g r e e m e n t s  t o  e x p r e s s  a n d  
e n f o r c e  e x t r e m e l y  h e l p f u l  a n d  e f f i c i e n t  a r r a n g e m e n t s  m a d e  a m o n g  
s m a l l  i n d e p e n d e n t  e n t r e p r e n e u r s / o w n e r s ,  a n d  t h e i r  f a m i l y  or  
s m a l l  c o r p o r a t i o n s ,  r e g a r d i n g  t h e  s h a r i n g  of  c o r p o r a t e  con t r o l ,  
b u y - s e l l  (death, d i s a b i l i t y ,  n e w  o w n e r s ,  etc.) p l a n s ,  a n d  o t h e r  
l o g i c a l  a n d  t r a d i t i o n a l  m a t t e r s  of v i t a l  c o n c e r n  t o  n o n -  
p u b l i c l y  t r a d e d  o r  s m a l l  e n t e r p r i s e s ,  is s i m p l y  n o t  a p p r o­
p r i a t e l y  r e c o g n i z e d ,  o r  s a n c t i o n e d ,  b y  t h e  n e w  A l a s k a  C o r p o r a­
t i o n s  Code.

A c c o r d i n g l y ,  o n  b e h a l f  o f  C a r r - G o t t s t e i n ,  Inc., I s t r o n g l y  u r g e  
y o u  t o  i n c l u d e  t h e  e n c l o s e d  S h a r e h o l d e r  A g r e e m e n t  s e c t i o n  in 
t h e  p e n d i n g  A m e n d m e n t s  in b o t h  bills. If s u c h  a n  a m e n d m e n t  
p e r t a i n i n g  t o  s h a r e h o l d e r  a g r e e m e n t s  c a n n o t  b e  p a s s e d  t h i s  
y ear, t h e n  t h e  J u l y  1, 1989, e f f e c t i v e  d a t e  of  t h e  n e w  A l a s k a  
C o r p o r a t i o n s  C o d e  s h o u l d  b e  p o s t p o n e d .

D i r e c t o r  o f  C o m m e r c i a l  D e v e l o p m e n t  
a n d  F i n a n c e

CARRGOTTSTGIN i n c .
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The H o no r a b l e  M i k e  Davis 
Chair, A l a s k a  L e g i s l a t i v e  Co un ci l 
Pouch V, State C a p i t o l  
Juneau, A l a s k a  99811

Re: Bill on the A l a s k a  C o r p o r a t i o n s  Code (AS 10.06)
(6 - 0 95 3 A and 6-0395A)

Dear R e p r e s e n t a t i v e  Davis:

The a t t a c h e d  b i ll s (one for the H o u s e  and one for the Sen­
ate) are s u b m i t t e d  to the A l a s k a  L e g i s l a t i v e  Council pursu­
ant to AS 2 4. 2 0. 07 5 w i t h  the r e q u e s t  that they be  introduced 
in the S i x t e e n t h  Leg i s la tu r e.  A  s e c t i o n a l  ana lysis accom­
panies  the bills.

'The- bi ll s are the p r o d u c t  of w o r k  *, -'by the Al as ka Code 
R e v i s i o n  C o m m i s s i o n  a n d  the T a s k  F orce for the A l as ka  C or p o­
rati o n  Code and r e p r e s e n t  a co n sensus  of changes and a d­
ditions to AS 10.06 w h i c h  p a ss e d the L e g i s l a t u r e  during the 
second session of the F i f t e e n t h  Le gi slature.

By w a y  of ba ck ground, AS 10.06 (CSHB 3 2 2 ( J u d ) ( e f d  am S ) ), 
pa ss ed  the H ou se  by a vo t e  of 38-0 and the S enate by a vote 
of 14-4. D u r i n g  the final w e e k  of c o n s i d e r a t i o n  of this 
bill, bot h in d iv i d u a l s  and groups i n d i c a t e d  to various leg­
islative m e m b e r s  that they h a d  not h a d  s u f f i c i e n t  time to 
consider the w h o l e s a l e  r e v i s i o n  of the A l a s k a ' s  for-profit 
co rp o r a t i o n  code (bills v i r t u a l l y  i d e n t i c a l  to the bill that 
finally p a s s e d  the L e g i s l a t u r e  w e r e  i n t r o d u c e d  and c o n­
side re d by the L e g i s l a t u r e  b e g i n n i n g  in 1982 throug h 1988). 
In an effort to a l l o w  ad d it i o n a l  comment s on AS 10.06, Se na­
tor Kell y  o f f e r e d  an a m e n d m en t  in the Sena t e to postpone the 
ef fe ct ive date of the bi ll un til July, 1989. The L e g i s l a­
ture a p p r o v e d  the a m e n d m e n t  and the bill was fo rwarded to 
Gov er n or  C o wp er  w h e r e  it was si gn ed  into law.

The pu rp os e  of the d e l a y e d  e f fectiv e date was to allow for 
the creatio n of a task force (the ACC T a s k  Force) r e p r es e nt­
ing those intere st s w h i c h  w a n t e d  ad d it i o n a l  time to consider
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AS 10.06 to propos e changes and amendments co the bill as 
p a s s ed  for c o n s i d e r a t i o n  by the Le gis l at ur e  prior to the 
July 198^ e ff e c t i v e  date. The Task Force was comprise d of 
the f ol lowing interests:

1. Erik ‘LeRoy re p re s e n t i n g  the A l a s k a  Bar A s s o­
ciation's Bus iness L a w  Co mm ittee and the interests of Nat iv e 
V il la g e C orporat io ns ;

2. W i l li s  Kirk pa tr ick, Director of the Di vi sion of 
Banking, C o rp o r a t i o n s  and Securities (Mr. K i r k p a t r i c k  
chai r ed  the T a s k  F o r c e ) ;

3. D av i d W o l f  r e p r e s e n t i n g  the A l a s k a  Federat io n  of 
Na t iv e s and the inter es ts  of the Native Re g io n al  C o r p o­
rations ;

4. J.P. T a n g e n  r ep r es e n t i n g  the in te rests of the State 
C h a mb er  of Commerce;

5. Jo hn  W. A b b o t t  r ep r esentin g the A l a s k a  Code R e­
vis i o n  Commission.

The T a s k  Force was also to have incl ud ed E l i z a b e t h  J o h n st o ne  
b e ca u se  she h a d  e a r l ie r led a group of five a t torne ys  d e­
signed by the A l a s k a  F ed e ra t i o n  of Na tives to w o r k  wit h the 
Code Rev i si o n C o m m i s s i o n  in tailoring the n e w  code so that 
it r e f l e c t e d  the in te re st s of Alaska N a t iv e  Corporations.
Her w h e r e a b o u t s  w e r e  u n k n o w n  and, as such, she did not p a r­
ticipate. A  r e p r e s e n t a t i v e  of the A n c h o r a g e  Chambe r of C o m­
merce  was also c o n t a c t e d  to part ic ip ate in the Task Force 
but did n o t  do so.

The T a s k  Force first m e t  in Nov ember of 1988 and e s s en t ia l ly  
fi n is h ed  its w o r k  (which was approved b y  the A l a s k a  Code 
R e v i s i o n  Comm ission) on February 28, 1989. The draft bill 
a cc o m p a n y i n g  this letter of transmittal is b a s i c a l l y  the 
w o r k  pr o du ct  of the T a s k  Force. A l t h o u g h  the T a s k  Force has 
not seen the final for m of the bill, it is our u n d e r s t a n d i n g  
that the Ta sk Force agre es w i t h  the changes p r o p o s e d  bv the 
bill.

A l t h o u g h  the bill app ea rs  lengthy, in fact the numb er  of 
changes is minimal. In m a n y  instances, sec tions of AS 10.06 
w h i c h  are being m o d i f i e d  are duplicated in their entirety, 
even though onl y two or three words are added or deleted.
New sections have been added to clarify the duties of o f f i­
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cers and di r ec to rs so that the duti es appear in r es pe c ti v e 
s e c t i o n s  d e a li n g with d i r e c to r s or o f fi ce rs  (the p r o v i s i o n s  
g e n e r a l l y  m i rr o r each other  in language). In ot he r  s ec ti on s 
of the bill, subsf.intj.ve c h a ng e s have been made to AS 10.06, 
w h i c h  s ub s ta n t i v e  changes are r e f l e c t e d  in the s e ct io nal 
a n a l y s i s  a c c o m p a n y i n g  this letter of transmittal. A m e m b e r  
of the A l a s k a  Code R evision  C o m m i s s i o n  will be a v a i l a b l e  to 
t e s t i f y  as to the legal r a m i f i c a t i o n s  of each such c h a n g e  at 
any c o m m i t t e e  hearings.

T he  w o r k  of the Tas k Force has e n h a n c e d  the c l a r i t y  of 
AS 10.60 by the addition  of n e w  language spe l li n g out wh a t 
c o r p o r a t e  co ndu ct is acc eptable . It also reflects the n e e d s  
of a c r o s s - s e c t i o n  of the A l a s k a n  c o m m u n it y  that will be o p­
er a t i n g  u n de r  the c o r po r at i on s  code. We feel that the 
c h a n g e s  m a d e  are good ones, are defen s ib l e and shou ld be 
m a d e  to ma k e AS 10.06 an even b e t te r  st a tu t or y  product. I 
w o u l d  e n c o ur a ge  the L e g i s l a t i v e  Co un ci l to give this bil l 
s e r i ou s  c o n s i d e r a t i o n  and to e n c o u r ag e its ex pe d i t i o u s  p a s­
sage in b o t h  hou se s of the L e gi s la tu re .

B e c a u s e  time is short for c o n s i d e r a t i o n  of this bill, and 
b e c a u s e  there m a y  be q u e s t i on s  c o n c e r n i n g  the ch a ng es  and 
a m en d me n ts ,  I can make my se lf  a va il able for te le ph on e or 
t e l e c o n f e r e n c e  c o n s ul ta t io n  c o n c e r n i n g  the draft bill.
Agai n, the Co mm ission w o u l d  a p p r e c i a t e  your c o n s i d e r a t i o n  of 
this bil l which, if passed by the Le gislature, will take 
e f f e c t  at the same time that AS 10.06 is sc h ed u le d  to b e co m e 
la w in Alaska.

R e s p e c t f u l l y  submitted.

Jo hn A b bo t t 
C ha ir
A l a s k a  Code Re v is i on  C o m m i s s i o n

J A : gc 
W K G 7 / 0 8 7

E n c l o s u r e
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Sectional a nalys is
(Work Orde rs 6-0395 and 6-0953)

Re pres e nt a ti v e Mike Davis 
Chair, Le gi sl a ti ve  Co un ci l

Theresa L. Ba nnister 
Legi slative Counsel

9UBJF.CT: 

' TO:

FROM:

Th is pro v id e s a sectional an a ly s is  of the above described 
bill.

As a p r el im i n a r y  matter, no te  that a se ct io nal analysis or 
su m ma r y of a bill should not be c o n s i d e r e d  an au th oritative 
i nt e rp r e t a t i o n  of the bill and the bill itself is the best 
s ta t em en t  of its contents.

S e c ti on  1 (AS 10.06.010). E li m in a t e s  an in co ns istency wi th  
S3  10. 06 .485 by m ak i ng  the loan a p p r o v a l  requirement 
a p p l i c a b l e  to employee loans as we ll  as loans to officers 
an d directors. Clarifies that a c o r p o r a t i o n  has the power 
to m a ke  g ua r an te e s to el im i na te  a q u e s t i o n  that they were 
in cluded in corporate powers. Give s c o rp orat io ns  the powers 
of a limited or general partner. C o r r ec t s the term for 
joint ventures.

Se ct i on  2 (AS 10.06.020). The c u r r e n t  content is desi gn ed 
to p r o t ec t  third parties from an a b i l i t y  of the corporation, 
or a ny sha rehold er  a s s e rt i ng  a d e r i v a t i v e  claim, to .'vade 
li ab i li t y for an act or u n d e r t a k i n g  of a corporate agent by 
c la i m i n g  that it was done w i t ho ut  real authority. The 
a m e n d m e n t  allows the c o rp o r a t i o n  to assert limitations on 
the power s of corporate age nt s set forth in the art icles but 
not to assert limitations found in its bylaws or bo ard 
resol u ti o ns  as a defense to the third party's claim. This 
change w o u l d  protec t s h a re h ol d er s  to the extent that the 
a rticle s of the c o rp or a ti o n c o n t a i n e d  such limitations on 
e ither the nature of a g en c y power or the manner of its 
exercise.
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Sect i on  3 (AS 10.06.025(a)). Deletes language that created 
an internal conf li ct  w i t h i n  AS 10.06.

Se ction 4 (AS 10.06.105(c)). C l ar i f i e s  that the subsection 
is not intended to pr ev ent a limited par tn ership from using 
the w o i i  "l im it ed" in its name.

Section 5 (AS 10.06.130). Elim in at es the need for a 
c or p or a t i o n  to take any other steps to protect the
exclu ivity of its name and allows the c o rp or ation to enjoin
the use of the same or a d ec e pt i v e l y  similar name.

Section 6 (AS 10.06.343). States that the co r po r a t i o n  may 
issue stock pu r ch a se  rights or op tions for shares of any
class or classes. Substi tu t es  "shall" for "must" as a
technical change.

Section 7 (AS ^»06.348). Co or d i na t es  AS 10.06.348 wi th  the 
p r o p o s e d  new AS  .^ .06.349.

Se ct io n 8 (AS 10.06.349). Allows a corporation to issue 
shares wi th ou t c e r t i f i c a t e s  and est ablish es  a pr o c ed u re  for 
n o t i f y i n g  the s ha r eh o ld er  of cert a in  in fo rmation that is 
u s u a l l y  d i s c l os e d on c e r ti f ic a te s  un de r other sections of 
AS 10.06.

Section 9 (AS 10.06.353). Coo rd i na t es  section w i t h  new 
ability to issue c er t if i c a t e l e s s  shares.

Se ct io n 10 (AS 10.06.355). C o or d i n a t e s  section w i t h  new 
ab il it y to issue c e r t i f i c a t e l e s s  shares.

Section 11 (AS 10.06.356). Allows a corpora ti on  to 
e s t a bl i sh  proce du re s by w h i c h  the b en e fi c ia l owner of shares 
that are r eg is t e r e d  in the name of a no minca is r e co g ni ze d  
by the c or po r at i on  as the shareholder. The purpose of the 
se ction is to fa ci l it a te  c o m m u n i c a t i o n  be twe en the 
co rp o r a t i o n  and the be n ef i c i a l  owner.

Section 12 (AS 10.06.358(c)). E li m in at e s the u n q u a l i f i e d  
r e qu i re m en t  that the amount of di st rib u ti on s  pa yable in 
pr o pe r ty  be b a se d  on g e n e r a l l y  a c c e p t e d  accounting  
p r i n c i p l e s .

Section 13 (AS 10.06.358(d)). El i mi n at es  the u n q u a l i f i e d  
req ui re ment that the e l i g i b i l i t y  to make certain
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d istrib ut io ns is limited to corporati on s that c l a s s i f y  their 
assets under g e n e r a l l y  acce pted ac c ou nt i ng  principles.

Section  14 (AS 1 0 . 0 6 . 3 5 8 ( e ) - ( f ) ). Allows a b oa r d to 
determin e that a d i s t r i b u t i o n  is not p r o h i b i t e d  either by 
g e n e ra l ly  a c c e p t e d  a c c o u n t i n g  princ ip les or by a cc o un t in g 
p ra c ti ce s and p r i n c i p l e s  that are fair and r e a s o n a b l e  in the 
circumstances. S t a t e s  that statements and d et e r m i n a t i o n s  
p r e p a r e d  or a r r i v e d  at under g en erally a c c e p t e d  accou n ti n g 
principles  are fa ir  a nd  reasonable, but that the fairness 
and re a s on a bl e ne ss  of statements and d e t e r m i n a t i o n s  made 
under other p r a c t i c e s  and  principle s must be p r o v e d  by the 
corporation.

Section 15 (AS 10.06.360). Changes the i n s o l v e n c y  test. 
Allo ws existing d i r e c t o r s  to make the d i s t r i b u t i o n  and then 
determine w h e t h e r  the di st r i b u t i o n  did, in Tact, render the 
c or po ration e n a b l e  to meet its current debts. If it does, 
the c o rporati on  c o u l d  the or e ti c al l y re co ve r  the illicit 
div id e nd  from the shareholders.

Section 16 (AS 10.06.385(b)). C o or di n at e s s u b s e c t i o n  wi th  
ne w ability to issue ce rt i f i c a t e l e s s  shares.

SectioT 17 (AS 10.06.385(d)). Co ord i na te s  s u b s e c t i o n  with 
new abi li ty  to issue c er t if i c a t e l e s s  chares.

Se ction 18 (AS 10.06.405). States that t>e failur e of a 
corp o ra ti o n to h o l d  an annual m e e t i n g  at t* e r e q u i r e d  time 
does not cause the c o r p o r a t i o n  to forfeit its status, does 
not cause a d i s s o l u t i o n  of the corporation, and does not 
affect the v a l i d i t y  of corporate action. R e s t o r e s  to the 
n ew  c or p or at ions code the se ction from the former 
corporations code that indicated that the fa ilure did not 
affect the v a l i d i t y  of c or p or at e action.

Section 19 (AS 10.06.410). S ub st itutes a ten -d a y m i n i m u m  
notice of shareholders' m e e t i n g  for the c u r re n t twent y- da y 
requirement bec au s e some co rp oratio ns  find it di f f ic u lt  to 
k no w  20 days a h e a d  that a m e e t i n g  will be n ec es sa ry. Makes 
a m i no r  change r e l a t i n g  to the m a i l i n g  of the m e e t i n g  notice 
to a sh ar eholder's n e w  address.

Section 20 (AS 10.06.618(b)). Makes two m i n o r  changes 
r el at in g to r e v o c a t i o n  of a proxy.

*»
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Section 21 (AS 10.06.418(e)). Defines the term "pledgee" 
and ma ke s  a ci ta tion change to coo rd i n at e  wi th  the changer 
to AS 10.06.'.25.

Se ct io n 22 (AS 10.06.41 8( f ) ). C o o rd i na t es  the section with 
the c h a ng e s in AS 10.06.425.

Se ct io n 23 (AS 10.06.418(g)). Gi ve s to a transferee (of a 
share h a v i n g  an otherwise irre vocable proxy) title clear of 
the proxy  unless the transferee k no w s about the proxy 
p r o v i s i o n  or the proxy, or the i r r e v o ca b il it y  or notice of 
the pr o xy  appears on the certificate.

Se ction 24 (AS 10.O S . 4 2 0 ( c ) ). Allo w s  a shareholder's 
a u t h o r i z e d  artorney -i n- tact to vote for the shareholder in 
per so n or by w r i t t e n  proxy.

Section 25 (AS 10.06.420(e)). Cl ar i fi es  the intent of the 
subsection. States that shares m a y  not be voted if they are 
owned, d i r ec t ly  or indirectly, by a second corporation, 
domestic or foreign, and if the first co rp or at i on  owns, 
d ir ec tly or indirectly, a ma jo r it y of the shares entitled to 
vo te  for the directors of the second corporation. This 
se ction is based on a public po li cy  o b j e c t i o n  to permitting 
a co rp o ra t e sub sidiary  that is p re s um a b l y  under the direct 
or i nd irect co ntr ol of the parent to vo te  shares of the 
pare n t at a m e e t i n g  or the parent c o r p o r a t i o n’s 
s n a r e h o l d e r s .

Sect i on  26 (AS 10.06.4 2 0 ( i ) ). C o or d i n a t e s  subsecticn wi th  
n e w  a b i l i t y  to issue c e rt if ic ateless  shares.

Section 27 (AS 10.06.421). Based on the Re vi se d  Model 
Business  C o r p o r a t i o n  Act, its pu rp os e is to provid e 
gu id e li n es  for election judges and d ir ec to rs whe n deciding 
w h e t h e r  to accept certain documents.

Section 28 (AS 10.06.4 2 5 ( a ) . Indicates that the subsection 
doesn't Invalidate an irrevocable p ro x y chat compl ie s w i t h  
AS 10.06.410(e).

Section 29 (AS 10.06.425(b). Rewrites the subsection to 
e x p r e s s l y  allow shareholders to enter into a vot in g 
agreemenr or any other agreement if the agreement :s 
co ns is te nt  with" this chapter.
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Section 30 (A6 10.06.430(a)). Ma ke s technical, wo rd in g
c ha ng es  to make the use of the term "books and records of
a c c o u n t "  c o n s i s t e n t  th roughout the section.

S e c ti on  31 (AS 10.06.430(b)). C o n f o rm s the section to the
dema n d and scope pr ov is i on s of Sec. 16.02(b)-(c) of the
R e v i s e d  M o d e l  Bu si ness C o r p o r a t i o n  Act. Req uires that a 
s h a r e h o l d e r ' s  d e m a n d  to inspect the books and  records of a 
c o r p o r a t i o n  be m a d e  w i t h  reason-able partic ularity . Places 
some b u r d e n  on the shareh ol de r m a k i n g  the reques t in order 
to a v o i d  h a r a s s m e n t  requests. S u b st i tu t es  "d irectly  
c o n n e c t e d "  for "relevant". Ma ke s a technical w o r d i n g  change 
to make  the use of the term "boo ks and re cor ds of account" 
c o n s i s t e n t  throughout the section.

Se ct i on  32 (AS 10 . 0 6 . 4 3 0 ( c ) ). M a ke s technical wo rding 
c h a n g e s , in c lu di ng  one to make the use of the term "books 
and r e c o r d s  of a ccount"  c o n s i s t e n t  throug ho u t the section.

S ec ti o n 33 (AS 10.06.433(a)). E x e m p t s  a co rp or at i on  with 
less th an 1 0 0 s h a re h ol d er s from the re qu i re m en t of sending 
out an an nu al  report, unl es s its a r t i c le s or bylaws impose 
the r e qu irem en t.

Se ction 34 (AS 10.06.435(a)). C o o r d i n a t e s  s ub section w i t h  
n e w  a b i l i t y  to issue c e r t i f i c a t e l e s s  shares.

S ec ti on  35 (AS 1 0. 0 6. 450(c)). Is taken from Sec. 8.30(c) of 
the R e v i s e d  M o d e l  business C o r p o r a t i o n  Act and indicates 
wh en  a d i r e c t o r  cannot be c o n s i d e r e d  to be a cting  in good 
faith.

Sectio n 36 (AS 10.06.450(f)). Fol l o ws  the sugges ti o n of the 
ALI S t a t e m e n t  on Corpor at e G o v e r n a n c e  and a r ticul at es  the 
b us i n es s  ju d gm e nt  defense for directo rs. No juri sd i ct i on  
has, to this point, ever a t t e m p t e d  a statutor y formulation 
of the bus i ne s s j udgm en t rule. T h e  reader is re f e rr ed  to 
the o f f i c i a l  comm ents of the ALI st at em ent for a fuller 
u n d e r s t a n d i n g  of the r e la ti o n s h i p  b e t w e e n  the duties of care 
and l o y a lt y and the bu si ness j u d g m e n t  rule.

Section 37 (AS 10.06.453(a)). S t a t e s  that the board 
c onsist s of one or more mem bers. Es ta b l i s h e s  h ow  the number 
of d i r e c t or s is fixed. R es t ri c ts  c h a n g in g  the number of 
di re c to r s to amendment of the articles, if the art icles fix 
the n u m b e r  of directors. Sets the num be r of directors at 
three if the n u mb e r is not o t h e r w i s e  set.
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Se ction 38 (AS 1 Q 6 • 5 3( b ) ) . C o o r d i n a t e s  su bsection wi th 
n e w  l a n g u a g e  of AS 1 0 . 0 6 . 4 5 3 ( a ) .

S e c ti on  39 (AS 10.06.465(d)). A llows a director  to resign
at any time.

S ec t i on  40 (AS 10.06.470(a)). Co or d i n a t e s  su bsection with 
ne w l a n gu a ge  of  AS 10.06.4 5 3 ( a ) .

S ec ti on  41 (AS 10.06.470(b)). Al lo ws  a corporation to
e s t a b l i s h  in its byl aw s the m a c h i n e r y  for h o l d i n g  a special 
board m e e t i n g  or a m e e t in g of a co m m it t ee  de si g na te d  by the 
board. S h o r t e n s  the general p ro v i s i o n  relatin g to the 
m i n i m u m  r e q u i r e d  wr itten notice of the meeti ng  from 20 to 10 

days a n d  n o t i c e  by other listed means  from 72 to 24 hours. 
The g e n e r a l  re qu i re me n t that notice of a special meeting 
mu st d i s c l o s e  the propose d agenda is ma de  subject to by l aw  
p r o v i s i o n s .

S e c t io n  42 (AS 10.06.483 ,d ) ). Corrects a citation. Deletes 
the r e f e r e n c e  to "share c e rt if icates"  b e c au s e they are 
c ov er ed  by  a n o th e r section and there was a conflict.

S e c ti on  43 (AS 1 0 .06.483(e)). All ow s off ic er s a limited
right to r e l y  on regal counsel and public accountants.

S e c t io n  44 (AS 10.0 6 . 4 8 3 ( f ) - ( g ) ). Follows the sugge st io n of 
the ALI S t a t e m e n t  on Corporate G o ve r n a n c e  an d  articulates 
the b u s i n e s s  jud g m en t defense for officers. No jurisdi ct io n 
has, to this point, ever attempted a s t a t u to r y formulation 
of the b u s i n e s s  judgment rule. The reader is" re fe rred to 
the o f f i c i a l  c om me nts of the ALI sta te m en t  for a fuller 
u n d e r s t a n d i n g  of  the relationship b e t w e e n  the duties of care 
an d l o ya l ty  and  the business j udgment  rule.

S ec t i on  45 (AS 10.06.576(f)). C oo rdinate s subsection w i t h  
n e w  a b i l i t y  to issue c er ti ficate le ss  shares.

Se c ti o n 46 (AS 10.06.576(g)). Co or di n at e s subsection w i t h  
n e w  a b i l i t y  to issue c er ti ricate le ss  shares.

Se ction 47 (AS 10.06.578(c)). C o or di nates subsection w i t h  
n e w  a b i l i t y  to issue c er ti ri cateles s shares.

Se ction 48 (AS 10.06.580(f)). C o o rd i na te s  su bsection with 
n e w  a b i l i t y  to issue ce rtiricateless shares.
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Se ct i on  49 (AS iQ.0 6 . 6 0 5 ( b ) ). In a d d i t i o n  to technical 
changes, indicates that a c o r p o r a t i o n  m a y  di s s ol ve  if one of 
the three listed si tuations occurs.

S e c t io n  50 (AS 10.0 6 . 5 2 8 ( d ) ). C o o r d i n a t e s  su bsection with 
changes to AS 10.TT6.425(d) .

Sec ti o n 51 (AS 10.06.530(e)). C o o r d i n a t e s  subs ec ti on wi th  
changes to AS 10.0 6 . 4 2 5 ( e ) .

Se ct i on  52 (AS 10.06.633(a)). A l l o w s  the com m is s io ne r  to 
di ss ol ve a c o r po ra t io n  if the c o r p o r a t i o n  is delinquent six 
m on t hs  in paying its biennia l c o r p o r a t i o n  tax. Deletes 
p a r a g r a p h  (8 ) since AS 10.06.155 ( r e g i s t r a t i o n  of agent oy 
n o n r e s i d e n t  w i t h  c o nt r o l l i n g  interest) is re pealed by sec.
57 of the bill.

Sec ti o n 53 (AS 10.06.828). M a k e s  an a p p l i c a t i o n  for a 
c e r t i f i c a t e  ot aut ho r it y  or any o t he r  a p p l i c a t i o n  subject to 
a fili ng fee.

S e c t i o n  54 (AS 10.06.855). R e q u i r e s  that fees and ch arg es 
p r o vi de d  for in A S  10.06 be pa id  in advance.

Se ct i on  55 (AS 10.06.960). U p d a t e s  the c i t a t i o n  for the 
A l a s k a  Native Claims Settl e m en t Act.

Section 56 (AS 1 0 . 0 6 . 9 6 Q ( e ) - ( f ) ). G r an t s the boards of 
n ative c o rp o ra t io ns  the a u t h o r i t y  to a m e n d  their articles 
w i t ho ut  the n e c e s s i t y  of a vote of the share s if the p u r p o s e  
is to br in g  the articles into c o n f o r m i t y  w i t h  federal law. 
De fines "act" for the section.

S e c t i o n  57 (AS 1 0 . 0 6 .990(12)). D e le t es  the term 
" c o n t r o l l i n g  interest" since it is not u s e d  in AS 10.06.

S e c ti on  58 (AS 10.06.990(47)). Defin es  " e n t i r e  board" for 
the chapter.

S ec ti o n 59 (AS 10.06.155). Re peals AS 10.06.155, 
" R e g i s t r a t i o n  of  a g e n t  b y  n o n - r e s i d e n t  w i t h  c o n t r o l l i n g  

i n t e r e s t " .

Se ct i on  60 gives the bill an e f f e c t i v e  date.
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