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w o u l d  b e  d e s i r a b l e .  E a c h  A G S O C  s t o c k h o l d e r ,  in s u c h  case, 
w o u l d  r e c e i v e  an i m p r e s s i v e l y  e m b o s s e d  e s c r o w  r e c e i p t  s h o w i n g  
that s t o c k  is h e l d  in h i s  n a m e .  I t  w o u l d  a l s o  p e r m i t  t h e  
h o l d i n g  o f  A G S O C  s h a r e s  in e s c r o w  for m i n o r s  u n t i l  t h e y  r e a c h  
the a g e  of m a j o r i t y ,  a n d  the e s t a b l i s h m e n t  by t h e  B o a r d  o f  
D i r e c t o r s  of  r e a s o n a b l e  r u l e s  a n d  r e g u l a t i o n s  r e l a t i n g  to 
the r e l e a s e  o f  s h a r e s  f r o m  e s c r o w .  S u c h  r u l e s  a n d  r e g u l a t i o n s  
m i g h t ,  for e x a m p l e ,  e s t a b l i s h  the c r i t e r i a  by w h i c h  a s t o c k­
h o l d e r  i d e n t i f i e s  h i m s e l f  a s  the i n d i v i d u a l  e n t i t l e d  to i s s u­
an c e  o f  h i s  s h a r e  o r  shares.

19. T h i s  p r o v i s i o n  a u t h o r i z e s  the B o a r d  o f  D i r e c t o r s  to h a v e  
s t o c k  t r a n s f e r  f u n c t i o n s  h a n d l e d  e i t h e r  i n t e r n a l l y  o r  e x t e r­
n a l l y  as  c a r e f u l  a n a l y s i s  of  the m e r i t s  o f  t h o s e  a l t e r n a t i v e s  
a r e  e v a l u a t e d  b y  the Board.

20. T h e  F e d e r a l  e n a b l i n g  law, S e c t i o n  1391(c), r e q u i r e s  that 
" e l i g i b l e  i n d i v i d u a l "  m e a n s  a n  i n d i v i d u a l  w h o  is, "as o f  a 
d a t e  s p e c i f i e d  in t h e  S t a t e ' s  e n a b l i n g  l e g i s l a t i o n "  a r e s i d e n t  
and "who r e m a i n s  a r e s i d e n t  o f  s u c h  S t a t e  b e t w e e n  t h a t  d a t e  
a n d  t h e  d a t e  of i s s u a n c e " .  (See t h e  F e d e r a l  e n a b l i n g  l a w  a n d  
F o o t n o t e  16 t h e r e t o . )  A s  p o i n t e d  o u t  in F o o t n o t e  16 to the 
F e d e r a l  e n a b l i n g  l e g i s l a t i o n ,  t h e  t e r m  " r e s i d e n t "  is n o t  a 
s p e c i f i c  term, a n d  is c o n s i d e r a b l y  n a r r o w e r  th a n  t h e  t e r m  " domi 
c i l i a r y " .  A  d o m i c i l i a r y  is a n  i n d i v i d u a l  who, b y  t h e  w e i g h t
o f  all e v i d e n c e  p e r t i n e n t  to i d e n t i f i c a t i o n  of t h e  p l a c e  that 
o n e  r e g a r d s  as his m a i n  g e o g r a p h i c a l  home, is h e l d  to be d o m i­
c i l e d  in t h a t  place. " R e s i d e n c e "  is m e r e l y  o n e  of  the t y p e s  
of e v i d e n c e  i n d i c a t i n g  d o m i c i l e .  S i n c e  t h e  q u e s t i o n  of  the 
i d e n t i t y  o f  the p l a c e  t h a t  o n e  r e g a r d s  as h i s  d o m i c i l e  is a 
q u e s t i o n  o f  i n t e n t  as  e v a l u a t e d  by  all p e r t i n e n t  e v i d e n c e ,  
the B i l l  h a s  b e e n  d r a w n  to r e q u i r e  b o t h  " r e s i d e n c e "  a n d  " d o m i­
cil e "  to d e t e r m i n e  e l i g i b i l i t y  for o r i g i n a l  i s s u e  of  A G S O C  
stock, o r  f o r  a c q u i s i t i o n  by s u b s e q u e n t  t r a n s f e r  of  A G S O C  
stock. D o u b t l e s s  the r u l e s  a n d  r e g u l a t i o n s  of t h e  B o a r d  of 
D i r e c t o r s  w i l l  lay d o w n  s o m e  p r i m a  f a c i e  c r i t e r i a  for d e t e r­
m i n i n g  w h o  is a " r e s i d e n t " ,  " e l i g i b l e  i n d i v i d u a l " ,  or " q u a l i­
fied i n d i v i d u a l " ,  h a v i n g  in m i n d  t h a t  the p r o v i s i o n s  of  S e c­
tion 8 o f  the B i l l  i n t e n d  e a c h  o f  t h e s e  t e r m s  to be e q u i v a l e n t  
to d o m i c i l e  as well. U l t i m a t e l y ,  in c a s e  o f  a d i s p u t e ,  s u c h  
f a cts m u s t  b e  d e t e r m i n e d  by  the a p p r o p r i a t e  court.

21. T h e  B i l l  c o n t e m p l a t e s  t h a t  a l l  r e a s o n a b l e  e f f o r t s  w i l l  be 
m a d e  b y  A G S O C  to a l e r t  a l l  e l i g i b l e  r e s i d e n t s  of A l a s k a  of its 
i n t e n t  to i s s u e  s h a r e s  a n d  t o  c o m e  fo r w a r d ,  u n d e r  s u c h  r u l e s  
and r e g u l a t i o n s  as the B o a r d  of  D i r e c t o r s  m a y  e s t a b l i s h ,  to 
d e m o n s t r a t e  t h e i r  e l i g i b i l i t y  a n d  to h a v e  t h e i r  s t o c k h o l d e r  
a c c o u n t s  s e t - u p .  R u l e s  a n d  r e g u l a t i o n s ,  to be a d o p t e d  by  the 
B o a r d  o f  D i r e c t o r s ,  w i l l  lay d o w n  t h e  a p p r o p r i a t e  p r o c e d u r e s ,  
i n c l u d i n g  t h e  r i g h t  o f  p a r e n t a l  g u a r d i a n s  a n d  l e g a l  g u a r d i a n s  
o n  b e h a l f  of m i n o r s  o r  i n c o m p e t e n t  p e r s o n s  —  to e s t a b l i s h  e l i­
g i b i l i t y  for r e g i s t r a t i o n  as a s t o c k h o l d e r  of A G S O C .

22. It  is i n t e n d e d  b y  the p r o v i s i o n s  of  P a r a g r a p h  (b) o f  S e c­
ti o n  8 o f  the B i l l  to r e l i e v e  A G S O C  f r o m  l e g a l  l i a b i l i t y  for
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f a i l u r e  to i d e n t i f y  a n d  r e g i s t e r  as a s h a r e h o l d e r  e v e r y  p e r s o n  
w ho is e l i g i b l e  to be so r e g i s t e r e d .  T h e  l e g a l  b u r d e n  to g e t  
r e g i s t e r e d  is on t h e  e l i g i b l e  s t o c k h o l d e r .

23. P a r a g r a p h s  (b) a n d  (c) o f  S e c t i o n  8 of  t h e  B i l l  a r e  ii 
t e n d e d  to e s t a b l i s h  j u s t  a n d  e q u i t a b l e  prov.i r  :o n s  for e l i g i b l e  
i n d i v i d u a l s ,  w h o  i n i t i a l l y  fail to i d e n t i f y  t h e m s e l v e s  a t  t h e  
time of the i n i t i a l  i s s u a n c e  o c s t o c k  b y  A G S O C  a n d  w h o  l a t e r  
s e e k  to d o  so. T h e  e l i g i b l e  i n d i v i d u a l  can e s t a b l i s h  his e l i­
g i b i l i t y  at a n y  s u b s e q u e n t  t i m e  a n d  r e c e i v e  h i s  s h a r e  o r  s h a r e s  
as the c a s e  m a y  be. H o w e v e r ,  s i n c e  A G S O C  m u s t  p a y  o u t  s u b s t a n­
ti a l l y  all its e a r n i n g s ,  a n d  c a n n o t  be c h a r g e d  w i t h  u n e x p e c t e d  
l i a b i l i t i e s  for a n y  s u b s t a n t i a l  n u m b e r  o f  i n d i v i d u a l s  who, 
t h r o u g h  n e g l i g e n c e  o r  o t h e r w i s e ,  fail t o  e s t a b l i s h  t h e i r  e n­
ti t l e m e n t  to A G S O C  s t o c k  a n d  w h o  th u s  h a v e  h a d  i n c o m e  w h i c h  
o t h e r w i s e  m i g h t  h a v e  b e e n  r e c e i v e d  b y  t h e m  d i s t r i b u t e d  to 
o t h e r  s h a r e h o l d e r s .

24. I m p l i c i t  in t h e  B i l l  for a p r o p o s e d  e n a b l i n g  A c t  p e r m i t t i n g  
the e s t a b l i s h m e n t  of A G S O C  is the i d e a  t h a t  e c o n o m i c  a c t i v i t i e s  
of s u c h  m a g n i t u d e  t h a t  if t h e i r  o w n e r s h i p  is s p r e a d  o v e r  the 
e n t i r e  b o d y  o f  e l i g i b l e  r e s i d e n t s  (as o f  a p a r t i c u l a r  time) w i l l  
be c a p a b l e  o f  c o n n e c t i n g  e a c h  s u c h  s t o c k h o l d e r  w i t h  s u f f i c i e n t  
c a p i t a l  to p r o v i d e  a s i g n i f i c a n t  a d d i t i o n  to h i s  a n n u a l  i n c ome. 
Thus, in effe c t ,  o n e  c l e a r l y  c o n t e m p l a t e d  a p p r o a c h  is to u s e  t h e  
c r e d i t  o f  the S t a t e  of A l a s k a  for the p u r p o s e  o f  b e t t e r i n g  the 
e c o n o m i c  s t a t u s  a n d  e c o n o m i c  l i v e s  o f  a l l  of its r e s i d e n t s .
T h u s  the t i m e l i n e s s  of S t a t e  a c t i o n  to a u t h o r i z e  t h e  e s t a b l i s h­
me n t  of p r i v a t e  e n t e r p r i s e  o r g a n i z a t i o n s  c a p a b l e  o f  u s i n g  t h e  
c r e d i t  o f  che S t a t e  for t h e  p u r p o s e  of b u i l d i n g  c a p i t a l  o w n e r­
ship i n t o  t h e  c i t i z e n s  of the S t a t e  o r  a c q u i r i n g  s u c h  c a p i t a l  
o w n e r s h i p  f o r  them, w o u l d  s e e m  to b e  n o t  o n l y  p r o p e r ,  b u t  l o n g  
o v e r d u e .  T h e  S t a t e  in so d o i n g  w o u l d  b e  s e e k i n g  to i n c r e a s e
the s i z e  o f  its tax b a s e  —  the p r o p e r t y  and i n c o m e s  o f  its 
c i t i z e n s  —  b u t  a l s o  to d i m i n i s h  t h e  i n c i d e n c e  o f  p o v e r t y .

It is i n e v i t a b l e  that, by s e p a r a t e  a p p r o p r i a t i o n  B i l l  o r  
Bills, f unds o r  l i n e s  of  c r e d i t  w i l l  h a v e  to be  m a d e  a v a i l a b l e ,  
e i t h e r  by  g r a n t  o r  by loan, to the i n i t i a l  B o a r d  o f  D i r e c t o r s  
for the p u r p o s e  o f  o r g a n i z i n g  the c o r p o r a t i o n ,  e m p l o y i n g  a n d  
p a y i n g  a n  i n i t i a l  staff,' b o t h  m a n a g e r i a l  a n d  c l e r i c a l  a n d  t e c h­
nical, e s t a b l i s h i n g  h e a d q u a r t e r s ,  r e v i e w i n g  a n d  a n a l y z i n g  i n­
ve s t m e n t  o p p o r t u n i t i e s ,  e m p l o y i n g  a c c o u n t a n t s ,  l a w y e r s ,  i n v e s t­
me n t  b a n k i n g  a d v i s o r s  a n d  c o n s u l t a n t s ,  a n d  c o n s u l t a n t s  h a v i n g  
a p p r o p r i a t e  e x p e r t i s e  in t h e  a r e a  o f  i n v e s t m e n t s  d e e m e d  b y  t h e  
B o a r d  of D i r e c t o r s  w o r t h y  of i n v e s t i g a t i o n  f o r  p o s s i b l e  a c q u i­
sition. O u r  e s t i m a t e  of t h e  f u n d s  r e q u i r e d  w o u l d  be in t h e  
a r e a  o f  $ 2 . 5  to $3 m i l l i o n .

S i n c e  it is i n t e n d e d  t h a t  A G S O C  f u n c t i o n  as  a p r i v a t e  e n­
te r p r i s e  i n s t i t u t i o n ,  s u c h  i n i t i a l  o r g a n i z a t i o n a l  f u n d i n g  w o u l d  
s e e m  m o s t  a p p r o p r i a t e l y  p r o v i d e d  by loan, e i t h e r  f r o m  the State, 
or t h r o u g h  g u a r a n t y  by  t h e  S t a t e  o r  by a S t a t e  a g e n c y ,  o r  in 
o t h e r  a p p r o p r i a t e  m a n n e r .
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O n c e  a s u i t a b l e  p r o j e c t  for i n i t i a l  i n v e s t m e n t  has b e e n  
a s c e r t a i n e d  a n d  s u c h  i n v e s t m e n t  d e t e r m i n e d  b y  a d e q u a t e  a n a l y s i s  
o f  q u a l i f i e d  e x p e r t s ,  f e a s i b i l i t y  a n d  i n v e s t m e n t  m e m o r a n d a  p r e­
p a r e d  a n d  a p p r o v e d  b y  t h e  B o a r d  o f  D i r e c t o r s  a n d  by p o t e n t i a l  
l o a n  s o u r c e s ,  e i t h e r  d u r i n g  a G e n e r a l  S e s s i o n  o f  t h e  L e g i s l a­
tur e  o r  a t  a S p e c i a l  S e s s i o n  o f  t h e  L e g i s l a t u r e ,  a c t i o n  n e c e s­
sar y  to  f i n a n c e  t h e  p r o j e c t  a c q u i s i t i o n  a n d  to p r o v i d e  n e c e s­
sary  w o r k i n g  c a p i t a l  w i l l  b e  r e q u i r e d .

It s h o u l d  be n o t e d  t h a t  o n e  o f  t h e  m a j o r  t a s k s  o f  the 
n e w l y  o r g a n i z e d  c o r p o r a t i o n ,  s h o u l d  t h e  l e g i s l a t i o n  be a d o p t e d ,  
w i l l  b e  t h e  e s t a b l i s h m e n t ,  e i t h e r  w i t h i n  A G S O C  o r  w i t h i n  s o m e  
c o n t r a c t i n g  o r g a n i z a t i o n ,  s u c h  as a m a j o r  b a n k i n g  firm, o f  the 
d a t a  b a n k  i d e n t i f y i n g  t h e  e l i g i b l e  r e s i d e n t s  w h o  a r e  e n t i t l e d  
to b e c o m e  i t s  f i r s t  s h a r e h o l d e r s .  A  s i z e a b l e  a m o u n t  of  c l e r i c a l  
work, l e g a l  w o r k ,  d e v e l o p m e n t  o f  c o m p u t e r  s o f t w a r e ,  d e v e l o p m e n t  
o f  s t o c k  i s s u a n c e ,  e s c r o w ,  a n d  t r a n s f e r  r u l e s  a n d  r e g u l a t i o n s ,  
w i l l  p r e c e d e  o r  n e e d  to b e  c a r r i e d  o n  s i m u l t a n e o u s l y  w i t h  t h e  
s e a r c h  for s u i t a b l e  i n v e s t m e n t  o r  i n v e s t m e n t s .

25. T i t l e  10, S e c t i o n  1 0 . 0 5 . 0 1 2 ,  o f  t h e  A l a s k a  B u s i n e s s  C o r­
p o r a t i o n  A c t  s h o u l d  b e  a m e n d e d  to e x e m p t  a G e n e r a l  S t o c k  O w n e r­
ship C o r p o r a t i o n  f r o m  t h e  p r o v i s i o n  t h a t  " P u r c h a s e  b y  a c o r­
p o r a t i o n  o f  its o w n  shares, w h e t h e r  d i r e c t  o r  i n d i r e c t ,  m a y  b e  
m a d e  o n l y  to the e x t e n t  t h a t  e a r n e d  s u r p l u s  is a v a i l a b l e  for 
the p u r c h a s e ,  *** ". B e c a u s e  o f  t h e  r e q u i r e m e n t  t h a t  A G S O C  
p a y  o u t  90% o f  its i n c o m e  a t  a l l  t i m e s  t h e r e  m a y  n o t  be  e a r n e d  
s u r p l u s  a v a i l a b l e  f o r  p u r c h a s e  o f  its o w n  s h a r e s  e v e n  t h o u g h  
c i r c u m s t a n c e s  m a y  c o n v i n c e  the B o a r d  in a p a r t i c u l a r  c a s e  t h a t  
it d o  so.

26. T i t l e  10, S e c t i o n  1 0 . 0 5 . 1 8 6 ,  s h o u l d  b e  a m e n d e d  to e x e m p t
A G S O C  f r o m  p r o h i b i t i o n  a g a i n s t  c l a s s i f y i n g  d i r e c t o r s  p r i o r  to
the f i r s t  a n n u a l  m e e t i n g  of s h a r e h o l d e r s  as  it s e e m s  d e s i r a b l e  
to a r r a n g e  for the i n i t i a l  B o a r d  to be  d i v i d e d  into t h r e e  
c l a s s e s  w i t h  s t a g g e r e d  t e r m s  to a s s u r e  a c o n t i n u i t y  o f  d i r e c­
t o r s h i p  d u r i n g  the i n i t i a l  s t a r t - u p  p e r i o u .

27. T i t l e  10, S e c t i o n  1 0 . 0 5 . 2 0 4 ,  s h o u l d  be  a m e n d e d  to p r o v i d e
that A G S O C  m a y  p a y  d i v i d e n d s  at a n y  t i m e  o r  f r o m  a n y  s o u r c e  to
c o m p l y  w i t h  r e q r i r e m e n t s  o f  the F e d e r a l  l a w  t h a t  a G S O C  p a y  o u t  
90% o f  its i n c o m e  e a c h  year.

28. T h i s  n e w  s e c t i o n  a d d e d  to T i t l e  4 5  of t h e  A l a s k a n  S e c u r i­
ties A c t  w o u l d  p r o v i d e  t h a t  s h a r e s  o f  A G S O C  w i l l  n o t  be a s e c u­
rity, a n d  the s a l e  of s u c h  s h a r e s  w i l l  not be the s a l e  o f  a 
s e c u r i t y  w h i c h  w o u l d  r e q u i r e  r e g i s t r a t i o n  u n d e r  th a t  Act.

29. T i t l e  6, C h a p t e r  25, o f  A l a s k a  S t a t u t e s  p r o v i d e s  f o r  f o r­
m a t i o n  a n d  o p e r a t i o n  of  t r u s t  c o m p a n i e s .  A G S O C  s h o u l d  be 
e x e m p t e d  f r o m  the p r o v i s i o n s  o f  t h e s e  l a w s  d e a l i n g  w i t h  a n d  
r e g u l a t i n g  t r u s t  b u s i n e s s e s  g e n e r a l l y  so l o n g  as its t r u s t  a n d  
e s c r o w  a c t i v i t i e s  i n v o l v e  its o w n  stock.
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A N A L Y S I S  R E C O M M E N D E D  F O R  I N C L U S I O N  IN T H E  

L E G I S L A T I V E  F I N A N C I A L  C O M M I T T E E  R E P O R T  

T O  A C C O M P A N Y  T H E  A G S O C  B I L L

1. T H E R E  A R E  T W O  S O U R C E S  O F  I N D I V I D U A L L Y  P R O D U C E D  I N C OME:

J O B S  A N D  C A P I T A L

A n  i n d i v i d u a l  m a y  g e n e r a t e  p e r s o n a l  i n c o m e  e i t h e r  t h r o u g h  

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

a r e  f a m i l i a r  w i t h  b o t h  t y p e s  o f  income, but r e l y  p r i m a r i l y  o n  

e m p l o y m e n t  r e l a t e d  income. M o s t  A m e r i c a n s  r e c e i v e  o n l y  m i n i m a l  

a m o u n t s  of c a p i t a l  i n c o m e :  a s m a l l  d i v i d e n d  o n  s o m e  c o r p o r a t e

s t o c k  o r  a f e w  d o l l a r s  i n t e r e s t  f r o m  a s a v i n g s  a c c o u n t .  But, 

for a f e w  c a p i t a l  r e l a t e d  i n c o m e  c o m p r i s e s  m o s t  o f  t h e i r  income. 

Indeed, for a v e r y  f e w  c a p i t a l  inco: : is so l a r g e  t h a t  t h e y  c a n­

not c o n s u m e  it all a n d  t h e y  r e i n v e s t  the s u r p l u s  t o  c r e a t e  n e w  

c a p i t a l .  T h i s  g e n e r a t e s  e v e n  l a r g e r  a m o u n t s  o f  c a p i t a l  r e l a t e d  

s u r p l u s  i n c o m e  in l a t e r  ye a r s .

T h e r e  is an i m p o r t a n t  d i f f e r e n c e  b e t w e e n  c a p i t a l  a n d  j o b  

r e l a t e d  income. J o b  r e l a t e d  i n c o m e  is s u b j e c t  to a f i n i t e  

l i m i t  b a s e d  o n  the n u m b e r  o f  h o u r s  a p e r s o n  c a n  work, h i s  e d u­

catio n ,  health, e x p e r i e n c e  a n d  o t h e r  p e r s o n a l  factors. C a p i t a l  

r e l a t e d  i n c o m e  is s u b j e c t  o n l y  to  t h e  a v a i l a b i l i t y  of p r o f i t a b l e  

i n v e s t m e n t s  and has, in s o m e  ca s e s ,  g r o w n  to e x t r e m e s .

R e c o g n i z i n g  t h a t  m o s t  A m e r i c a n s  r e l y  o n  w a g e s  a n d  s a l a r i e s  

for s u r v i v a l ,  e f f o r t s  h a v e  b e e n  t a k e n  to a s s u r e  h i g h  l e v e l s  of 

e m p l o y m e n t .  G o v e r n m e n t  " c r e a t e s "  j o b s  in the p u b l i c  a n d  p r i v a t e

- 69 -



s e c t o r s  to i n s u r e  th a t  t h e  o t h e r w i s e  u n e m p l o y e d  h a v e  i n c o m e  to 

p u r c h a s e  t h e  n e c e s s i t i e s  o f  life.

2. T E C H N O L O G Y  D I S P L A C E S  L A B O R  W I T H  C A P I T A L

C a p i t a l  a n d  l a b o r  b o t h  c o n t r i b u t e  to t h e  p r o d u c t i o n  of 

g o o d s  a n d  s e r v i c e s .  H o w e v e r ,  l a b o r  u n a i d e d  by c a p i t a l  has v e r y  

d e f i n i t e  l i m i t s  to its p r o d u c t i v e n e s s .  U n a i d e d ,  a l a b o r e r  w i l l  

n o t  a c c o m p l i s h  m u c h  w h e n  set to d i g  a n  i r r i g a t i o n  ditch. Add 

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

c a n  a c c o m p l i s h  m u c h  m o r e  in a g i v e n  a m o u n t  o f  time. As t e c h­

n o l o g y  p r o g r e s s e s  a n d  the l a b o r e r  is e q u i p p e d  w i t h  a p o w e r  

shovel, p r o d u c t i o n  is i n c r e a s e d  g r e a t l y .  T h e  i n c r e a s e  in p r o­

d u c t i o n  is a t t r i b u t a b l e  to the a d d i t i o n  of  i n c r e a s i n g  a m o u n c s  

o f  c a p i t a l .

I n c o m e  r e f l e c t s  the v a l u e  o f  t h e  p r o d u c t s  c r e a t e d  by the 

t wo c o m p o n e n t s  o f  p r o d u c t i o n ,  l a b o r  a n d  c a p i t a l .  As l a b o r  is 

r e p l a c e d  w i t h  c a p i t a l  the f l o w  o f  i n c o m e  s h i f t s  f r o m  l a b o r  to 

c a p i t a l .  But, t h e  o w n e r s  of  l a b o r  a n d  t h e  o w n e r s  of c a p i t a l  

a r e  q u i t e  d i f f e r e n t .  L a b o r  p o w e r  is b r o a d l y  o w n e d  by the g r e a t  

m a j o r i t y  o f  A m e r i c a n  w o r k e r s ,  w h i l e  t h e  o w n e r s h i p  of c a p i t a l  

is h i g h l y  c o n c e n t r a t e d .  T h us, as t h e  e a r n i n g s  s h i f t  f r o m  l a b o r  

to c a p i t a l ,  w i t h o u t  g o v e r n m e n t  i n t e r f e r e n c e ,  m o r e  and m o r e  

i n c o m e  w i l l  f l o w  to f e w e r  a n d  f e w e r  p e o p l e .  It is the s h i f t i n g  

o f  i n c o m e  a s  a r e s u l t  of t e c h n o l o g y  w h i c h  t h r e a t e n s  the f o u n­

d a t i o n s  of  o u r  so c i e t y .  It m e a n s  t h a t  f e w e r  a n d  f e w e r  p e o p l e
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w i l l  o w n  a n  e v e n  l a r g e r  p o r t i o n  o f  o u r  p r o d u c t i v e  p o w e r  a n d  the 

i n c o m e  a c c o m p a n y i n g  it w h i l e  l a b o r  r e c e i v e s  an ev e r  d e c r e a s i n g  

p o r t i o n .

T h e r e  are o n l y  t w o  s o l u t i o n s  t o  t h e  c r i s i s  w h i c h  w e  a r e  

f a c i n g .  O n e  w o u l d  be  to s i m p l y  a p p r o p r i a t e  i n c o m e  f r o m  the 

w e a l t h y  a n d  g i v e  it to  t h o s e  w h o  c a n  n o  l o n g e r  e a r n  e n o u g h  

i n c o m e  to s u r v i v e  o r  be c o m f o r t a b l e .  U n d e r  o u r  d e m o c r a t i c  

g o v e r n m e n t  the g r e a t  l a b o r  o w n i n g  m a j o r i t y  m a y  be s h i f t i n g  

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

t h r o u g h  s u c h  t h i n g s  as t h e  m i n i m u m  w age, f e a t h e r  b e d d e d  c o n t r a c t s ,  

u n e m p l o y m e n t  c o m p e n s a t i o n ,  a n d  w e l f a r e .  A n  a l t e r n a t i v e  w o u l d  

be to b r i n g  t h o s e  w a g e  e a r n e r s  i n t o  t h e  s y s t e m  o f  c a p i t a l  o w n e r­

s h i p  so t h a t  if t h e i r  l a b o r  i n c o m e  s h o u l d  b e  i n s u f f i c i e n t  i n c o m e  

f r o m  c a p i t a l  o w n e r s h i p  w i l l  s u p p l e m e n t  o r  r e p l a c e  it.

3. N E W  C A P I T A L  M A Y  EE A C Q U I R E D  W I T H  C R E D I T

C o n v e n t i o n a l  m e t h o d s  o f  f i n a n c i n g  e c o n o m i c  d e v e l o p m e n t  a n d  

the c r e a t i o n  of n e w  c a p i t a l  r e l y  h e a v i l y  u p o n  the u s e  o f  c r e d i t .  

B o r r o w e d  m o n e y  is u s e d  to p u r c h a s e  a s s e t s  w h i c h  p r o d u c e  i n c o m e  

to p a y  o f f  the loan. O n c e  t h e  l o a n  is r e t i r e d  t h e  a s s e t  c o n t i n u e s  

to g e n e r a t e  i n c o m e  e n r i c h i n g  its owner. T h e  c r e d i t  r o u t e  to 

w e a l t h  is u s e d  by m o s t  c o r p o r a t i o n s  and m a n y  i n d i v i d u a l s  and 

m a y  b e  i l l u s t r a t e d  by the f o l l o w i n g  e x a m p l e :
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Mr. A d a m s ,  a m a n  of c o n s i d e r a b l e  w e a l t h ,  

w a n t s  to b u i l d  a f o u r p l e x  w h i c h  w i l l  co s t  

$200, 0 0 0 .  He t a k e s  a p e r s o n a l  l o a n  fr o m  

hi s  b a n k  for t h a t  a m o u n t  a n d  b u i l d s  the 

a p a r t m e n t s .  F o r  s i m p l i c i t y  a s s u m e  t h a t  

n o  i n t e r e s t  is c h a r g e d  o n  h i s  l o a n  and 

p a y m e n t s  a r e  $ 2 0 , 0 0 0  p e r  y e a r  for 10 years.

Mr. A d a m s  r e n t s  h i s  f o u r p l e x  for $ 2 , 0 0 0  p e r  

m o n t h  or $ 2 4 , 0 0 0  p e r  y e a r  l e a v i n g  h i m  $4, 0 0 0  

p e r  y e a r  for m a i n t e n a n c e  a n d  o t h e r  e x p e n s e s  

a f t e r  l o a n  p a y m e n t s  of $20,000. At  the end 

o f  10 y e a r s  Mr. A d a m s  o w n s  the f o u r p l e x  free 

a n d  c l e a r  of the lo a n  a n d  it c o n t i n u e s  to

g e n e r a t e  $ 2 4 , 0 0 0  (or more) p e r  y e a r  in i n­

c o m e  w h i c h  he is fr e e  to spend.

In t h e  e x a m p l e  Mr. A d a m s  did not i n v e s t  his o w n  a s s e t s  

in the f o u r p l e x ,  b u t  u s e d  b o r r o w e d  f u n d s  to a c q u i r e  a n  a s s e t  

w h i c h  w o u l d  p a y  for itself. W h y  d o e s n ' t  e v e r y o n e  i n v e s t  the 

w a y  Mr. A d a m s  d o e s ?  B e c a u s e  a c c e s s  to  c r e d i t  is limited.

4. A C C E S S  T O  C R E D I T  IS L I M I T E D

A c c e s s  to c r e d i t  for t h e  a c q u i s i t i o n  o f  i n c o m e  p r o d u c i n g  

c a p i t a l  is l i m i t e d  p r i m a r i l y  to t h o s e  w h o  a l r e a d y  o w n  some 

c a p i t a l .  L e n d e r s  d o  n o t  l i k e  to t a k e  ris k s .  T h e y  w a n t
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a s s u r a n c e  t h a t  b o r r o w e d  m o n e y  w i l l  b e  ^aid e v e n  if it is 

l o s t  in a n  u n s u c c e s s f u l  v e n t u r e .  T o  a s s u r e  r e p a y m e n t  t h e y  l o o k  

not o n l y  to the i n v e s t m e n t  t o  be u n d e r t a k e n ,  b u t  to t h e  f i n a n c i a l  

s t r e n g t h  of the b o r r o w e r .  W e a l t h y  b o r r o w e r s  a r e  m o r e  l i k e l y  to 

r e c e i v e  l oans b e c a u s e  t h e y  h a v e  o t h e r  a s s e t s  o n  w h i c h  t h e  b a n k  

m a y  c a l l  if t h e  i n v e s t m e n t  by the b o r r o w e r  g e n e r a t e s  i n s u f f i c i e n t  

i n c o m e  to r e t i r e  the loan. T h i s  is w h a t  l e a d s  to  t h e  i n c o n g r u i t y  

that t h o s e  w h o  n e e d  m o s t  t o  b o r r o w  f u nds to i n v e s t  in p r o d u c t i v e  

c a p i t a l  a r e  l e a s t  able, u n d e r  c o n v e n t i o n a l  f i n a n c i n g  m e t h o d s  to 

d o  so, and v i c e  versa.

In m o r e  a b s t r a c t  t e r m s  e x i s t i n g  c a p i t a l  is p u t  "at r i s k "  

to a s s u r e  the l e n d e r  a g a i n s t  the p o s s i b i l i t y  th a t  t h e  n e w  

c a p i t a l  w i l l  n o t  pay for itself. T h i s  m e a n s  e x i s t i n g  c a p i t a l  

is a m a j o r  c o m p o n e n t ,  a l o n g  w i t h  t h e  debt, in g e n e r a t i n g  n e w  

c a p i t a l .  But, w h a t  a b o u t  the b r o a d  g r o u p  of A m e r i c a n s  w i t h  no 

e x i s t i n g  c a p i t a l ,  w h a t  lies in s t o r e  for t h e m ?

5. O U R  I N S T I T U T I O N S  F O S T E R  C A P I T A L  C O N C E N T R A T I O N

E x i s t i n g  c a p i t a l  is a k e y  to n e w  c a p i t a l  u n d e r  o u r  p r e s e n t  

i n s t i t u t i o n s ,  f o s t e r i n g  c o n c e n t r a t i o n s  of w e a l t h .  N e w  c a p i t a l  

f e n d s  to be g e n e r a t e d  by t h o s e  w h o  o w n  e x i s t i n g  c a p i t a l  a n d  

"the r i c h  g e t  r i c h e r . "  S t r u c t u r a l  c o m p o n e n t s  in o u r  la w s  

e n c o u r a g e  c a p i t a l  f o r m a t i o n  by t h o s e  w h o  a l r e a d y  o w n  c a p i t a l :  

the i n c o m e  t a x  i n t e r e s t  d e d u c t i o n  e n c o u r a g e s  d e b t  f i n a n c i n g  o f
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g r o w t h  b y  c o r p o r a t i o n s  m a k i n g  e x i s t i n g  s h a r e h o l d e r s  richer; 

d i s t r i b u t i o n s  o f  e a r n i n g s  a r e  d i s c o u r a g e d  b y  t a x i n g  t h e m  as 

o r d i n a r y  i n c o m e  p r e v e n t i n g  l e v e r a g e d  a c q u i s i t i o n  of c o r p o r a t e  

s t o c k  w i t h  r e p a y m e n t  t h r o u g h  d i v i d e n d s ;  g o v e r n m e n t  l o a n s  a r e  

m a d e  to c o r p o r a t i o n s  w i t h  a s s e t s  s u f f i c i e n t  to g u a r a n t e e  the 

l o a n s  m a k i n g  t h e  e x i s t i n g  s h a r e h o l d e r s  m o r e  w e a l t h y .

T h e  c o n c e n t r a t i o n  o f  c a p i t a l  in A m e r i c a  has b e e n  t h e  

s u b j e c t  o f  a n u m b e r  of  s t u d i e s  w h i c h  i n d i c a t e  t h a t  the t o p  

5% of A m e r i c a n s  o w n  m o r e  t h a n  ha l f  o f  a l l  o u r  p r o d u c t i v e  

we a lth. T h i s  m e a n s  t h a t  m u c h  of t h e  c a p i t a l  r e l a t e d  i n c o m e  in 

o u r  e c o n o m y  f l o w s  to a v e r y  s m a l l  g r o u p  o f  p e o p l e .  O u r  e x i s t i n g  

s t r u c t u r e  f o s t e r s  c a p i t a l  c o n c e n t r a t i o n  in s u c h  a w a y  t h a t  o n e  

w o u l d  t h i n k  it a d e s i r a b l e  a n d  i n t e n d e d  g o v e r n m e n t a l  o b j e c t i v e .

6. H I G H L Y  C O N C E N T R A T E D  C A P I T A L  O W N E R S H I P  IS U N H E A L T H Y

L a r g e  c o n c e n t r a t i o n s  of c a p i t a l  a c c r u e  l a r g e  c o n c e n t r a t i o n s  

of income. T h e r e  is a f i n i t e  l i m i t  to the a m o u n t  of  i n c o m e  a 

fa m i l y  c a n  c o n s u m e  and b e y o n d  w h i c h  i n c o m e  is r e i n v e s t e d  to 

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

c a p i t a l  is not a v a i l a b l e  for c o n s u m p t i o n .  Thus, h i g h  c o n c e n­

t r a t i o n s  of  c a p i t a l  r e d u c e  t o t a l  c o n s u m p t i o n .

The r e d u c t i o n  o f  t o t a l  consumption might n o t  be unhea l thy  
i f  a l l  t h e  needs and wants o f  ou r  c i t i z e n s  were s a t i s f i e d .
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But, s u c h  is n o t  the c a s e  a n d  w e  tax a w a y  e x c e s s  i n c o m e  for 

t r a n s f e r  p a y m e n t s  to t h o s e  w h o s e  l a b o r  i n c o m e  is i n s u f f i c i e n t  

a n d  w h o  h a v e  n o  c a p i t a l - r e l a t e d  income. W e  p u m p  u p  d e m a n d  by 

t r a n s f e r r i n g  i n c o m e  to the u n e m p l o y e d ,  the w e l f a r e  r e c i p i e n t s  

t h e  e l d e r l y .

If c a p i t a l  w e r e  w i d e l y  o w n e d  the i n c o m e  f r o m  c a p itr' w o u l d  

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

labor. T h i s  g r o u p ' s  d e m a n d  for g o o d s  a n d  s e r v i c e s  w o u l d  

f i n a l l y  be s a t i s f i e d  f r o m  a n  i n c o m e  s o u r c e  i n d e p e n d e n t  of 

t r a n s f e r  p a y m e n t s .  T h i s  d e m a n d  w o u l d  s t i m u l a t e  t h e  n e e d  for 

m o r e  c a p i t a l  g o o d s  t o  s u p p l y  the d e m a n d  a n d  the a d d i t i o n a l  

c a p i t a l ,  if o w n e d  b y  the same g r o u p ,  w o u l d  t h r o w  o f f  m o r e  

i n c o m e  to the group.

7. B R O A D E N I N G  O W N E R S H I P  CAN B E  D O N E  T H R O U G H  C A P I T A L  F O R M A T I O N

C a p i t a l  o w n e r s h i p  c a n  be b r o a d e n e d  w i t h o u t  r e d u c i n g  the 

w e a l t h  o f  t h e  rich. O u r  s y s t e m  o f  c a p i t a l  f o r m a t i o n ,  b i a s e d  

in f a v o r  of the w e a l t h y ,  c a n  be w e i g h t e d  in f a v o r  of  e v e r y o n e .

N e w  c a p i t a l  c a n  be f o r m e d  in a w a y  so t h a t  e v e r y o n e  p a r t i c i p a t e s  

in the p r o c e s s  w i t h o u t  a f f e c t i n g  the o w n e r s h i p  of e x i s t i n g  c a p i t a l .

T h e  key to b r o a d e n e d  c a p i t a l  o w n e r s h i p  w i t h o u t  c o n f i s c a t i o n  

is c r e d i t .  C r e d i t  is a m a j o r  e l e m e n t  in t h e  c r e a t i o n  of n e w  

c a p i t a l .  A c c e s s  to c r e d i t  g i v e s  t h e  w e a l t h y  a c c e s s  to t h e  n e w  

c a p i t a l  c r e a t e d  in o u r  e c o n o m y .  N e w  c a p i t a l  is c r e a t e d  e v e r y



d a y  in t h e  f o r m  o f  p i p e l i n e s ,  p l a n t s ,  m a c h i n e r y  a n d  e q u i p m e n t .

It is e s t i m a t e d  t h a t  o u r  e x i s t i n g  net n a t i o n a l  w e a l t h  o f  n e a r l y  

six t r i l l i o n  d o l l a r s  w i l l  d o u b l e  in t h e  n e x t  20 y e a r s  in m u c h  

the s a m e  w a y  t h a t  t h e  w e a l t h  o f  A l a s k a  d o u b l e d  w i t h  the c o n­

s t r u c t i o n  of t h e  T r a n s  A l a s k a  P i p e l i n e .  If t h e  t y p i c a l  c i t i z e n  

c a n  be g i v e n  a c c e s s  to c r e d i t  f o r  c a p i t a l  f o r m a t i o n  he c a n  

s h a r e  in t h e  e c o n o m i c  g r o w t h  o f  o u r  s o c i e t y  a n d  d e v e l o p  a 

c a p i t a l  e s t a t e  for hi m s e l f .

T h e  a v e r a g e  c i t i z e n  d o e s  n o t  h a v e  e f f e c t i v e  a c c e s s  to 

c r e d i t  f o r  c a p i t a l  f o r m a t i o n  b e c a u s e  h e  d o e s  n o t  h a v e  e x i s t i n g  

w e a l t h  to g u a r a n t e e  t h e  l e n d e r ' s  risk. H o w e v e r ,  j o i n e d  t o g e t h e r  

w i t h  h i s  f e l l o w  c i t i z e n s  t h r o u g h  his S t a t e  g o v e r n m e n t  he has 

t r e m e n d o u s  b o r r o w i n g  power. T h e  s e c u r i t y  o f  a S t a t e  g u a r a n t e e  

c a n  p e r f o r m  t h e  s a m e  g u a r a n t e e  f u n c t i o n  for t h e  a v e r a g e  c i t i z e n  

w h i c h  e x i s t i n g  c a p i t a l  d o e s  for the w e a l t h y .  T h r o u g h  t h e  

p o w e r  of  S t a t e  g o v e r n m e n t  the t y p i c a l  c i t i z e n  c a n  l e v e r a g e  

h i m s e l f  i n t o  a c a p i t a l  a s s e t  w h i c h  w i l l  p a y  for i t s e l f  and 

t h r o w  o f f  i n c o m e  to h i m  a n d  h i s  n e i g h b o r s  and h i s  c h i l d r e n .

8. L I M I T E D  C A P I T A L  O W N E R S H I P  C O N T R I B U T E S  T O  P O V E R T Y

P o v e r t y  s t e m s  f r o m  a l a c k  o f  i n c ome. P o v e r t y  m a k e s  no 

d i s t i n c t i o n  b e t w e e n  s o u r c e s  o f  ir-’om e  a n d  o n e  is j u s t  as p o o r  

w i t h o u t  c a p i t a l  as he is w i t h o u t  a job. C o n v e r s e l y ,  if o n e  has 

c a p i t a l  i n c o m e  he m a y  n o t  be d e s t i t u t e  e v e n  w i t h o u t  a job.



S i n c e  c a p i t a l  is o n e  of the two a v a i l a b l e  s o u r c e s  of i n c o m e  the 

l a c k  of w i d e s p r e a d  c a p i t a l  o w n e r s h i p  has r a m i f i c a t i o n s  for the 

l e v e l  of  i n c o m e  w i t h i n  a State. To  the e x t e n t  t h a t  c a p i t a l  

o w n e r s h i p  is w i d e s p r e a d ,  c i t i z e n s  n e e d  n o t  r e l y  s o l e l y  o n  l a b o r  

i n c o m e  for s u r v i v a l .  U n e m p l o y m e n t  m a y  r e q u i r e  a r e d u c e d  s t a n d a r d  

of l i v i n g ,  but m a y  n o t  r e q u i r e  g o v e r n m e n t  s u p p o r t  t o  i n s u r e  the 

n e c e s s i t i e s  of life.

F o r  y e a r s  g o v e r n m e n t s  h a v e  a d d r e s s e d  o n l y  o n e  a s p e c t  of 

p o v e r t y :  jobs. W h e r e  jo b s  w e r e  u n a v a i l a b l e  o r  c o u l d  n o t  be

c r e a t e d  the o n l y  s o l u t i o n  w a s  to t r a n s f e r  i n c o m e  to the p o o r  

f r o m  t h o s e  w h o  had income. But, t h e r e  is a n o t h e r  w a y  to a d d r e s s  

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

If t h e  a v e r a g e  c i t i z e n  c a n  b e  i n v o l v e d  in c a p i t a l  o w n e r s h i p  he 

w i l l  h a v e  a n  a d d i t i o n a l  s o u r c e  o f  i n c o m e  if his job fails. 

G o v e r n m e n t s  h a v e  t i n k e r e d  w i t h  o u r  s y s t e m  to c r e a t e  jo b s  so 

p e o p l e  w i l l  h a v e  income; it is nov; t i m e  to a d j u s t  t h e  p r o c e s s  

o f  c a p i t a l  f o r m a t i o n  so t h a t  the p e o p l e  w i l l  h a v e  c a p i t a l  and 

c a p i t a l  r e l a t e d  i n c o m e  as well.

9. A  B E T T E R  L I V I N G  S T A N D A R D  F O R  A L L  C I T I Z E N S  IS A N  A P P R O P R I A T E  

G O V E R N M E N T  G O A L

It has long b e e n  a t r a d i t i o n  in A m e r i c a  t h a t  e r a d i c a t i o n  

of p o v e r t y  and i m p r o v e m e n t  o f  the g e n e r a l  s t a n d a r d  of l i v i n g  

a r e  a p p r o p r i a t e  g o a l s  for g o v e r n m e n t  to p u r s u e .  T h e s e  g o a l s
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h a v e  b e e n  the c e n t e r  p i e c e  of  m a n y  m a j o r  l e g i s l a t i v e  p r o g r a m s  

in b o t h  F e d e r a l  a n d  S t a t e  g o v e r n m e n t s .  T h e s e  g o a l s  h a v e  b e e n  

e n d o r s e d  by the S t a t e  of  A l a s k a  and, h a v i n g  b e e n  t e s t e d  in o u r  

c o u r t s ,  f o u n d  t o  be p r o p e -** o b j e c t i v e s  t o w a r d  w h i c h  the p o w e r  

of  t h e  S t a t e  m a y  be e x e r c i s e d .

10. B R O A D E N E D  C A P I T A L  O W N E R S H I P  IS AN  A P P R O P R I A T E  G O V E R N M E N T

G O A L

R e s t r i c t i v e  c a p i t a l  o w n e r s h i p  is a n  i m p e d i m e n t  to the 

e r a d i c a t i o n  o f  p o v e r t y  and the i m p r o v e m e n t  o f  t h e  g e n e r a l  

s t a n d a r d  of l i v ing, b o t h  o f  w h i c h  a r e  a p p r o p r i a t e  g o v e r n m e n t  

o b j e c t i v e s .  T h e  b r o a d e n i n g  of c a p i t a l  o w n e r s h i p  c o n t r i b u t e s  

to the a c h i e v e m e n t  of t h o s e  o b j e c t i v e s  t h r o u g h  i n c r e a s i n g  

i n c o m e  a v a i l a b l e  to t h e  g r o u p s  involved. T h e r e f o r e ,  b r o a d e n i n g  

c a p i t a l  o w n e r s h i p  is a p r o p e r  g o v e r n m e n t a l  a c t i v i t y  u n d e r t a k e n  

to a c h i e v e  t h e s e  g o a l s  a n d  b e c o m e s  a p r o p e r  g o a l  in a n d  c f  

i t s e l f .

T h e  S t a t e  o b j e c t i v e s  of b r o a d e n i n g  c a p i t a l  o w n e r s h i p  m u s t  

be b a l a n c e d  b y  o t h e r  S t a t e  i n t e r e s t s  s u c h  as the p r o t e c t i o n  of 

p r i v a t e  p r o p e r t y  i n t e r e s t s  a n d  the m a i n t e n a n c e  of  a c c e p t a b l e  

l e v e l s  o f  s t a t e  r e v e n u e s  a n d  risks. Thus, it w o u l d  n o t  be 

a p p r o p r i a t e  f o r  t h e  S t a t e  to r e d i s t r i b u t e  e x i s t i n g  p r i v a t e l y  

h e l d  w e a l t h .  H o w e v e r ,  the c r e a t i o n  of a G e n e r a l  S t o c k  O w n e r­

shi p  C o r p o r a t i o n  b a l a n c e s  the c o m p e t i n g  g o a l s  and o b l i g a t i o n s  

of the S t a t e  w h i l e  b r o a d e n i n g  the o w n e r s h i p  o f  c a p i t a l .
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11. DILUTION OF CAPITAL IS INCOMPATIBLE WITH BROADENED OWNERSHIP

D i l u t i o n  of c a p i t a l  o c c u r s  w h e n  a c o r p o r a t i o n  i n c r e a s e s  

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

of c a p i t a l  in the c o r p o r a t i o n .  F o r  e x a m p l e  a c o r p o r a t i o n  w i t h  

$100 of c a p i t a l  a n d  100 s h a r e h o l d e r s  has n e t  e q u i t y  p e r  s h a r e­

h o l d e r  o f  $1.00. If t h e  n u m b e r  o f  s h a r e h o l d e r s  is i n c r e a s e d  

to 200 w i t h o u t  i n c r e a s i n g  t h e  c o r p o r a t i o n ' s  c a p i t a l  e a c h  

o r i g i n a l  s h a r e h o l d e r ' s  b o o k  v a l u e  f a l l s  to  50$. T h e  a d d i t i o n  

of n e w  s h a r e h o l d e r s  has r e d u c e d  the v a l u e  o f  o r i g i n a l  s h a r e­

h o l d e r ' s  stock. If t h e  n e w  s h a r e h o l d e r s  a r e  m a n d a t e d  by l a w  

the g o v e r n m e n t  has e f f e c t i v e l y  a p p r o p r i a t e d  ha l f  t h e  v a l u e  o f  

the o r i g i n a l  s h a r e h o l d e r ' s  s t o c k  for the b e n e f i t  o f  t h e  n e w  

s h a r e h o l d e r s .  S u c h  a n  a p p r o p r i a t i o n  o f  c a p i t a l  is a v i o l a t i o n  

of t h e  c o n c e p t  of  p r i v a t e  p r o p e r t y  a n d  b e y o n d  the p r o p e r  e x e r c i s e  

of a S t a t e ' s  a u t h o r i t y .

12. A C L O S E D  C L A S S  IS A P P R O P R I A T E  T O  T H E  O B J E C T I V E  OF  B R O A D E N E D

C A P I T A L  O W N E R S H I P

In the d e v e l o p m e n t  of a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  

it is n e c e s s a r y  to i d e n t i f y  c e r t a i n  p e r s o n s  who, w i t h i n  the 

l i m i t s  set f o r t h  u n d e r  F e d e r a l  law, q u a l i f y  a s  s h a r e h o l d e r s .  T o  

a s s u r e  p r o p e r  f u n c t i o n i n g  o f  t h e  c o r p o r a t i o n  as a p r i v a t e  for 

p r o f i t  b u s i n e s s  e n t e r p r i s e  it is n e c e s s a r y  to i s s u e  s t o c k  w h i c h  

s h a l l  h a v e  all the r i g h t s  a n d  p r i v i l e g e s  o f  p r i v a t e  p r o p e r t y .  

I n h e r e n t  in the c o n c e p t  o f  s t o c k  as p r i v a t e  p r o p e r t y  is the
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r i g h t  of a s h a r e h o l d e r  t o  be  fr e e  f r o m  d i l u t i o n  of h i s  s t o c k  

e x c e p t  u p o n  a m a j o r i t y  v o t e  o f  the s h a r e h o l d e r s .  T h e r e f o r e ,  

it is a p p r o p r i a t e  to the o b j e c t i v e  of b r o a d e n i n g  c a p i t a l  

o w n e r s h i p  t h r o u g h  t h e  c r e a t i o n  of  a G e n e r a l  S t o c k  O w n e r s h i p  

C o r p o r a t i o n  to c l o s e  the c l a s s  of  i n d i v i d u a l s  e l i g i b l e  to 

b e c o m e  s h a r e h o l d e r s  as o f  a s p e c i f i c  d a t e  e s t a b l i s h e d  b y  the 

S t a t e  in t h e  a u t h o r i z i n g  l e g i s l a t i o n .

B u t  of  course, if the n u m b e r  c f  A l a s k a n  r e s i d e n t s  w i t h­

o u t  s h a r e s  in the A l a s k a  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a­

t i o n  b e c o m e s  s u b s t a n t i a l ,  the L e g i s l a t u r e  c a n  a g a i n  a d d r e s s  

i t s e l f  to t h i s  p r o b l e m ,  a u t h o r i z i n g  a n o t h e r  c l a s s  of  s t o c k  

for a l l  t h e n - q u a l i f i e d  r e s i d e n t s  (with p e r m i s s i v e  c h a n g e s  in 

S t a t e  a n d  F e d e r a l  l a w s ) , a n d  a r r a n g e  f u r t h e r  f i n a n c i n g  for 

the d e v e l o p m e n t  of a d d i t i o n a l  c a p i t a l  a s s e t s  to s u p p o r t  the 

i s s u a n c e  o f  a d d i t i o n a l  shares.



FEDERAL ENABLING LAW

R E V E N U E  A C T  O F  1 9 7 8  (1)

(H.R. 13511)

E N A C T I N G  T I T L E  VI, I N T E R N A L  R E V E N U E  C O D E  O F  1954, A S  A M E N D E D

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

NOTE: N u m b e r s  i n  p a r e n t h e s i s  a b o v e  t h e  t e x t  r e f e r  to t h e  e x p l a n a t o r y

a n n o t a t i o n s  i m m e d i a t e l y  f o l l o w i n g  t h e  t e x t  o f  the l e g i s l a t i o n .

Sec. 601. E S T A B L I S H M E N T  A N D  T A X A T I O N  O F  G E N E R A L  S T O C K  O W N E R S H I P  

C O R P O R A T I O N S  A N D  T H E I R  S H A R E H O L D E R S .

(2)
(a) IN G E N E R A L  - C h a p t e r  1 ( r e l a t i n g  to n o r m a l  t a x e s  a n d  

s u r t a x e s )  is a m e n d e d  b y  a d d i n g  a t  t h e  e n d  t h e r e o f  the f o l l o w i n g  n e w  

s u b c h a p t e r :

(3)
" S u b c h a p t e r  U - G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n s

"Sec. 1391. 

"Sec. 1 392. 

"Sec. 1393. 

"Sec. 1394.

"Sec. 1 3 95. 

"Sec. 1 3 96. 

"Sec. 1397.

D e f i n i t i o n s .

E l e c t i o n  b y  g e n e r a l  s t o c k  o w n e r s h i p  c o r p o r a t i o n .  

C o r p o r a t i o n  t a x a b l e  i n c o m e  t a x e d  to s h a r e h o l d e r s .

R u l e s  a p p l i c a b l e  t o  d i s t r i b u t i o n s  of  e l e c t i n g  g e n e r a l  

s t o c k  o w n e r s h i p  c o r p o r a t i o n s .

A d j u s t m e n t s  to b a s i s  o f  s t o c k  o f  s h a r e h o l d e r s .

M i n i m u m  d i s t r i b u t i o n .

S p e c i a l  r u l e s  a p p l i c a b l e  to e a r n i n g s  a n d  p r o f i t s  o f  a n  

e l e c t i n g  g e n e r a l  s t o c k  o w n e r s h i p  plan.

"Sec. 1 391. D E F I N I T I O N S .

"(a) GEl'ERAL S T O C K  O W N E R S H I P  C O R P O R A T I O N .  - F o r  p u r p o s e s  o f  th i s

s u b c h a p t e r ,  t h e  t e r m  ' g e n e r a l  s t o c k  o w n e r s h i p  c o r p o r a t i o n '  ( h e r e i n a f t e r
. (4)

r e f e r r e d  to as a 'GSOC') m e a n s  a d o m e s t i c '  ' c o r p o r a t i o n  w h i c h  -

"(1) is n o t  a m e m b e r  o f  a n  a f f i l i a t e d  g r o u p  (as d e f i n e d  i n  s e c t i o n  

1504), (5) a n d



"(2) is c h a r t e r e d  a n d  o r g a n i z e d  a f t e r  D e c e m b e r  3.1, 1978, a n d  b e f o r e  

J a n u a r y  1, 1 9 8 4 ; ^6 *

"(3) is c h a r t e r e d  b y  a n  a c t  o f  a S t a t e  l e g i s l a t u r e ^ 7 * o r  a s  a r e s u l t  

of  a S t a t e - w i d e  r e f e r e n d u m ;

"(4) h a s  a  c h a r t e r  p r o v i d i n g  -

" (A) f o r  t h e  i s s u a n c e  o f  o n l y  1 c l a s s  of  stock,

"(B) for t h e  i s s u a n c e  o f  s h a r e s  o n l y  to  e l i g i b l e  i n d i v i d u a l s ' 8 *

(as d e f i n e d  i n  s u b s e c t i o n  ( c ) );

"(C) for t h e  i s s u a n c e  o f  a t  l e a s t  o n e  s h a r e  to e a c h  e l i g i b l e  i n d i -
(9) . .

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

t h e  d a t e  o f  i s s u a n c e  n o t  to r e c e i v e  s u c h  share;

" (D) t h a t  no s h a r e  of  s t o c k  s h a l l  b e  t r a n s f e r a b l e  - 

"(i) b y  a s h a r e h o l d e r  o t h e r  t h a n  b y  w i l l  o r  t h e  l a w s  of d e s c e n t  a n d  

d i s t r i b u t i o n  u n t i 2  a f t e r  t h e  e x p i r a t i o n  o f  5 y e a r s  f r o m  the d a t e  s u c h  

s t o c k  is i s s u e d  b y  t h e  G S O C  e x c e p t  w h e r e  t h e  s h a r e h o l d e r  c e a s e s  to be 

a r e s i d e n t  o f  t h e  S t a t e ; ^ ^ *

"(ii) to a n y  p e r s o n  o t h e r  t h a n  a r e s i d e n t  i n d i v i d u a l  of t h e  c h a r­

t e r i n g  S t a t e ;  ^ ^ *

" (iii) to a n y  i n d i v i d u a l  w h o ,  a f t e r  t h e  t r a n s f e r ,  w o u l d  o w n  m o r e  

t h a n  10 s h a r e s  o f  t h e  G S O C ; ^ ^ *

11 (E) t h a t  s u c h  c o r p o r a t i o n  s h a l l  q u a l i f y  a s  a G S O C  u n d e r  t h e  I n t e r -
(13)

nal R e v e n u e  C ode;

"(5) is e m p o w e r e d  to i n v e s t  in p r o p e r t i e s  (but n o t  in p r o p e r t i e s  

a c q u i r e d  b y  i t  o r  f o r  its b e n e f i t  t h r o u g h  t h e  r i g h t  o f  e m i n e n t  d o -  

m a i n . < 1 4 >

For p u r p o s e s  of t h i s  s u b s e c t i o n ,  s e c t i o n  1504

(a) s h a l l  b e  a p p l i e d  by s u b s t i t u t i n g  '20 p e r c e n t '  for '80 p e r c e n t '

w h e r e v e r  it a p p e a r s ,

"(b) E L E C T I N G  G S O C .  - F o r  p u r p o s e s  o f  t h i s  s u b c h a p t e r ,  t h e  t e r m  

' e l e c t i n g  G S O C '  m e a n s  a G S O C  w h i c h  f i l e s  a n  e l e c t i o n  u n d e r  s e c t i o n  

1392 w h i c h ,  u n d e r  s e c t i o n  1392, is in e f f e c t  for s u c h  t a x a b l e  y e a r . ^ " 5* 

"(c) E L I G I B L E  I N D I V I D U A L S .  - F o r  p u r p o s e s  o f  s u b s e c t i o n  (a), the 

t e r m  ' e l i g i b l e  i n d i v i d u a l '  m e a n s  a n  i n d i v i d u a l  w h o  is, as of a da t e  

s p e c i f i e d  in t h e  S t a t e ' s  e n a b l i n g  l e g i s l a t i o n  for t h e  GSOC, a r e s i d e n t  

of t h e  c h a r t e r i n g  S t a t e  a n d  w h o  r e m a i n s  a  r e s i d e n t  of su c h  S t a t e  b e -  

t w e e n  t h a t  d a t e  a n d  t h e  d a t e  o f  i s s u a n c e .

" (d) T R E A T E D  A S  P R I V A T E  C O R P O R A T I O N .  - F o r  p u r p o s e s  of t h i s  title,

a G S O C  s h a l l  be  t r e a t e d  as  a p r i v a t e  c o r p o r a t i o n  a n d  n o t  as  a g o v e r n -

(17) ' '
m e n t a l  u n i t .  - 82 -



"(e) S T U D Y  O F  G E N E R A L  S T O C K  O W N E R S H I P  C O R P O R A T I O N S .  - T h e  s t a f f  of 

t he J o i n t  C o m m i t t e e  o n  T a x a t i o n  s h a l l  p r e p a r e  a r e p o r t  o n  t h e  o p e r a t i o n  

a n d  e f f e c t s  o f  t h i s  s u b c h a p t e r  r e l a t i n g  to G S O C ' s .  A n  i n t e r i m  r e p o r t  

s h a l l  b e  f i l e d  w i t h i n  two y e a r s  a f t e r  t h e  f i r s t  G S O C  is f o r m e d  a n d  a 

f i n a l  r e p o r t  s h a l l  be  f i l e d  b y  S e p t e m b e r  30, 1983.

"Sen. 1392. E L E C T I O N  B Y  G S O C .

"(a) E L I G I B I L I T Y .  - E x c e p t  a s  p r o v i d e d  in s e c t i o n  1393, a n y  G S O C

m a y  e l e c t ,  i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h i s  s e c t i o n ,  n o t  to

b e  s u b j e c t  to t h e  t a x e s  i m p o s e d  b y  t h i s  c h a p t e r .

" (b) E F F E C T .  - If a G S O C  m a k e s  a n  e l e c t i o n  u n d e r  s u b s e c t i o n  (a) 

t h e n  -

"(1) w i t h  r e s p e c t  to t h e  t a x a b l e  y e a r s  o f  the G S O C  for w h i c h  s u c h

e l e c t i o n  is i n  e f f e c t ,  s u c h  c o r p o r a t i o n  s h a l l  n o t  be s u b j e c t  to the

t a x e s  i m p o s e d  b y  t h i s  c h a p t e r  and, w i t h  r e s p e c t  to s u c h  t a x a b l e  y e a r s

a n d  a l l  s u c c e d i n g  t a x a b l e  y e a r s ,  t h e  p r o v i s i o n s  of  s e c t i o n  1 3 9 6  s h a l l
(19)

a p p l y  to s u c h  GSOC, a n d

"(2) w i t h  r e s p e c t  to e a c h  s u c h  t a x a b l e  y e ar, t h e  p r o v i s i o n s  o f  

s e c t i o n  1393, 1394, a n d  1 3 9 5  s h a l l  a p p l y  to t h e  s h a r e h o l d e r s  o f  s u c h  

G S O C .  (20)

"(c) W H E R E  A N D  H O W  M A D E .  - A n  e l e c t i o n  u n d e r  s u b s e c t i o n  (a) m a y  be

m a d e  by a G S O C  a t  s u c h  t i m e  a n d  in s u c h  m a n n e r  as the S e c r e t a r y  s h a l l

p r e s c r i b e  by r e g u l a t i o n s .

"(d) Y E A R S  F O R  W H I C H  E F F E C T I V E .  - A n  e l e c t i o n  u n d e r  s u b s e c t i o n  (a)

s h a l l  b e  e f f e c t i v e  for the t a x a b l e  y e a r  o f  t h e  G S O C  for w h i c h  it  is

m a d e  a n d  for a l l  s u c c e e d i n g  t a x a b l e  y e a r s  of  the GSOC, u n l e s s  it is

t e r m i n a t e d  u n d e r  s u b s e c t i o n  ( f ) .

" (e) T A X A B L E  YEAR. - T h e  t a x a b l e  y e a r  o f  a G S O C  s h a l l  e n d  o n  O c t o -
(21)

b er 31 u n l e s s  the S e c r e t a r y  c o n s e n t s  to a d i f f e r e n t  t a x a b l e  y e a r . " .

"(f) T E R M I N A T I O N .  - T h e  e l e c t i o n  o f  a G S O C  u n d e r  s u b s e c t i o n  (a)

s h a l l  t e r m i n a t e  for a n y  t a x a b l e  y e a r  d u r i n g  w h i c h  i t  c e a s e s  to b e  a
(22)

G S O C  and for a l l  s u c c e e d i n g  t a x a b l e  y e a r s .  T h e  e l e c t i o n  o f  a G S O C

u n d e r  s u b s e c t i o n  (a) m a y  be  t e r m i n a t e d  a t  a n y  o t h e r  t i m e  w i t h  the

c o n s e n t  of t h e  S e c r e t a r y ,  e f f e c t i v e  for t h e  f i r s t  t a x a b l e  y e a r  w i t h

r e s p e c t  to w h i c h  t h e  S e c r e t a r y  c o n s e n t s  a n d  for a l l  s u c c e e d i n g  t a x a b l e

(23)
y e a r s .
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" S e c .  1 3 9 3 .  TAXABLE INCOME TAXED TO SHAREHOLDERS.

"(a) G E N E R A L  R ULE. - T h e  t a x a b l e  i n c o m e  o f  a n  e l e c t i n g  G S O C  f o r  a n y  

t a x a b l e  y e a r  s h a l l  be i n c l u d e d  i n  t h e  g r o s s  i n c o m e  o f  the s h a r e h o l d e r s  

of s u c h  G S O C  i n  t h e  m a n n e r  a n d  to t h e  e x t e n t  s e t  f o r t h  in  t h i s  s u b­

sec t i o n .  ^24 ̂

"(1) A M O U N T  I N C L U D E D  IN G R O S S  I N C O M E .  - E a c h  s h a r e h o l d e r  o f  a n  

e l e c t i n g  G S O C  o n  a n y  d a y  o f  a t a x a b l e  y e a r  o f  s u c h  G S O C  s h a l l  i n c l u d e  

in h i s  g r o s s  i n c o m e  f o r  t h e  t a x a b l e  y e a r  w i t h  o r  w i t h i n  w h i c h  t h e  t a x­

a b l e  y e a r  of t h e  G S O C  e n d s  t h e  a m o u n t  h e  w o u l d  h a v e  r e c e i v e d  if, o n  

e a c h  d a y  o f  s u c h  t a x a b l e  y ear, t h e r e  h a d  b e e n  d i s t r i b u t e d  p r o  r a t a  to 

its s h a r e h o l d e r s  b y  s u c h  G S O C  a n  a m o u n t  e q u a l  to t h e  t a x a b l e  i n c o m e  o f  

the G S O C  for i t s  t a x a b l e  y e a r  d i v i d e d  b y  t h e  n u m b e r  o f  d a y s  i n  t h e  

G S O C ' s  t a x a b l e  year. ^2I^

"(2) T A X A B L E  I N C O M E  D E F I N E D .  - F o r  p u r p o s e s  of t h i s  s e c t i o n ,  the 

t e r m  ' t a x a b l e  income' o f  a G S O C  s h a l l  b e  d e t e r m i n e d  w i t h o u t  r e g a r d  to 

the d e d u c t i o n s  a l l o w e d  b y  p a r t  V I I I  o f  s u b c h a p t e r  B (other t h a n  d e d u c­

ti o n s  a l l o w e d  by  s e c t i o n  248, r e l a t i n g  to o r g a n i z a t i o n a l  e x p e n d i -  

t u r e s ) . < 2 6 >

"(b) S P E C I A L  R U L E  F O R  I N V E S T M E N T  C R E D I T . (27) - T h e  i n v e s t m e n t  c r e­

di t  o f  a n  e l e c t i n g  G S O C  for a n y  t a x a b l e  y e a r  s h a l l  be  a l l o w e d  as a 

c r e d i t  to t h e  s h a r e h o l d e r s  o f  s u c h  c o r p o r a t i o n  in the m a n n e r  a n d  to 

the e x t e n t  s e t  f o r t h  in t h i s  s u b s e c t i o n .

"(1) C R E D I T .  -  T h e r e  s h a l l  b e  a p p o r t i o n e d  a m o n g  t h e  s h a r e h o l d e r s  a 

c r e d i t  e q u a l  to t h e  a m o u n t  e a c h  s h a r e h o l d e r  w o u l d  h a v e  r e c e i v e d  if, 

on e a c h  d a y  of  s u c h  t a x a b l e  y ear, t h e r e  h a d  b e e n  d i s t r i b u t e d  p r o  r a t a  

to t h e  s h a r e h o l d e r s  t h e  e l e c t i n g  G S O C ' s  n e t  i n v e s t m e n t  c r e d i t  d i v i d e d  

by t h e  n u m b e r  o f  d a y s  i n  t h e  G S O C ' s  t a x a b l e  year.

"(2) N E T  I N V E S T M E N T  C R E D I T .  - F o r  p u r p o s e s  o f  this p a r a g r a p h  t h e  

t e r m  'net i n v e s t m e n t  c r e d i t 1 m e a n s  t h e  i n v e s t m e n t  c r e d i t  of t h e  e l e c t i n g  

G S O C  for its t a x a b l e  y e a r  l e s s  a n y  t a x  f r o m  r e c o m p u t i n g  a p r i o r  y e a r ' s  

i n v e s t m e n t  c r e d i t  in a c c o r d a n c e  w i t h  s e c t i o n  47.

"(3) R E C A P T U R E .  - T h e r e  s h a l l  be  a p p o r t i o n e d  a m o n g  the s h a r e h o l d e r s  

of a G S O C ,  i n  the m a n n e r  d e s c r i b e d  in p a r a g r a p h  (1), a n  a d d i t i o n a l  

tax e q u a l  to t h e  e x c e s s  of  a n y  t a x  r e s u l t i n g  f r o m  r e c o m p u t i n g  a p r i o r  

y e a r ' s  i n v e s t m e n t  c r e d i t  in a c c o r d a n c e  w i t h  s e c t i o n  47 o v e r  t h e  i n­

v e s t m e n t  c r e d i t  o f  t h e  G S O C  for i t ' s  t a x a b l e  year.
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" S e c .  1 3 9 4 .  RULES AP PLIC A BLE TO D IS T R IB U T IO N S  OF AN ELECTING G S O C ' S ( 28 )

"(a) S H A R E H O L D E R  I N C O M E  A C C O U N T .  - A n  e l e c t i n g  G S O C  s h a l l  e s t a b­

l i s h  a n d  m a i n t a i n  a s h a r e h o l d e r  i n c o m e  a c c o u n t ^ 2 9  ̂ w h i c h  a c c o u n t  s h a l l  

b e  -

"(1) i n c r e a s e d  a t  t h e  c l o s e  o f  t h e  G S O C ’s t a x a b l e  y e a r  b y  a n  a m o u n t  

e q u a l  to the G S O C ' s  t a x a b l e  i n c o m e  f o r  s u c h  y e a r , ^ 3 0  ̂ a n d

"(2) D e c r e a s e d ,  but n o t  b e l o w  zero, o n  t h e  f i r s t  d a y  o f  t h e  G S O C ' s
r

t a x a b l e  y e a r  b y  t h e  a m o u n t  o f  a n y  G S O C  d i s t r i b u t i o n  to the s h a r e h o l d e r s

of s u c h  G S O C  m a d e  o r  t r e a t e d  as m a d e  d u r i n g  t h e  p r i o r  t a x a b l e  y e a r . ^ 3 ^

" (b) T A X A T I O N  O F  D I S T R I B U T I O N .  - D i s t r i b u t i o n s  b y  a n  e l e c t i n g  G S O C

s h a l l  be t r e a t e d  as -

" (1) a d i s t r i b u t i o n  of  p r e v i o u s l y  t a x e d  i n c o m e  t o  t h e  e x t e n t  s u c h

d i s t r i b u t i o n  d o e s  n o t  e x c e e d  t h e  b a l a n c e  o f  t h e  s h a r e h o l d e r  i n c o m e
(32}

a c c o u n t  a s  of the c l o s e  o f  t h e  t a x a b l e  y e a r  o f  t h e  GSOC, a n d

"(2) a d i s t r i b u t i o n  to w h i c h  s e c t i o n  301(a) a p p l i e s  b u t  o n l y  to t h e

e x t e n t  s u c h  d i s t r i b u t i o n  e x c e e d s  the b a l a n c e  of  the s h a r e h o l d e r  i n c o m e
(33)

a c c o u n t  as  o f  t h e  c l o s e  of t h e  t a x a b l e  y e a r  o f  the G S O C . '

"(c) D I S T R I B U T I O N S  N O T  T R E A T E D  A S  A  DI' 1END. - A n y  a m o u n t s  i n c l u d­

ible in t h e  g r o s s  i n c o m e  o f  a n y  i n d i v i d u a l  by r e a s o n  of o w n e r s h i p  of 

s t o c k  in a G S O C  s h a l l  n o t  be  c o n s i d e r e d  as  a d i v i d e n d  for p u r p o s e s  o f  

s e c t i o n  1 1 6 . ^3 ^

"(d) R E G U L A T I O N S .  - T h e  S e c r e t a r y  s h a l l  h a v e  a u t h o r i t y  to p r e s c r i b e  

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

of s t o c k  of the G S O C  t h a t  h a v e  b e e n  t r a n s f e r r e d  d u r i n g  the t a x a b l e

y e a r . "  1351

"Sec. 1 395. A D J U S T M E N T  TO B A S I S  O F  S T O C K  O F  S H A R E H O L D E R S . (3 6 )

" T h e  b a s i s  o f  a s h a r e h o l d e r ' s  s t o c k  in  a n  e l e c t i n g  G S O C  s h a l l  be i n -  ; 

c r e a s e d  by t h e  a m o u n t  i n c l u d i b l e  in t h e  g r o s s  i n c o m e  of su c h  s h a r e­

h o l d e r  u n d e r  s e c t i o n  1393, b u t  o n l y  to t h e  e x t e n t  to w h i c h  s u c h  a m o u n t  

is a c t u a l l y  i n c l u d e d  in the g r o s s  i n c o m e  o f  s u c h  s h a r e h o l d e r .

"Sec. 1396. M I N I M U M  D I S T R I B U T I O N S .

"(a) G E N E R A L  R U LE. - A  G S O C  s h a l l  d i s t r i b u t e  at l e a s t  90 p e r c e n t

of i t s  t a x a b l e  i n c o m e  for a n y  t a x a b l e  y e a r  b y  J a n u a r y  31 f o l l o w i n g  the
(37)

c l o s e  of s u c h  t a x a b l e  y e a r . v A n y  d i s t r i b u t i o n  m a d e  o n  or b e f o r e
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J a n u a r y  31 s h a l l  b e  t r e a t e d  as m a d e  a s  o f  t h e  c l o s e  o f  the p r e c e d i n g  

t a x a b l e  y e ar.

" (b) I M P O S I T I O N  O F  T A X  I N  C A S E  O F  F A I L U R E  T O  M A K E  M I N I M U M  D I S T R I -  
13 8 )

B U T I O N .  - If a  G S O C  f a i l s  to m a k e  t h e  m i n i m u m  d i s t r i b u t i o n  r e q u i r e­

m e n t s  d e s c r i b e d  i n  s u b s e c t i o n  ( a ) , t h e r e  is h e r e b y  i m p o s e d  o n  t h e  G S O C  

a t a x  e q u a l  to 20 p e r c e n t  o f  t h e  e x c e s s  o f  t h e  a m o u n t  r e q u i r e d  to  be  

d i s t r i b u t e d  o v e r  t h e  a m o u n t  a c t u a l l y  d i s t r i b u t e d .

"Sec. 1 3 9 7 .  S P E C I A L  R U L E S  A P P L I C A B L E  TO  A N  E L E C T I N G  GSOC.

"(a) G E N E R A L  R U L E .  - The c u r r e n t  e a r n i n g s  a n d  p r o f i t s  of  a n  e l e c t i n g  

G S O C  as o f  t h e  c l o s e  of  its t a x a b l e  y e a r  s h a l l  n o t  i n c l u d e  the a m o u n t  

o f  t a x a b l e  i n c o m e  f o r  su c h  y e a r  w h i c h  is r e q u i r e d  to be i n c l u d e d  in 

the g r o s s  i n c o m e  o f  t h e  s h a r e h o l d e r s  o f  s u c h  G S O C  u n d e r  s e c t i o n  

1 3 9 3 ( a ) . (40)

"(b) S P E C I A L  R U L E  F O R  A U D I T  A D J U S T M E N T S . *41 * -

"(1) T A X A B L E  INCO M E .  - T a x a b l e  i n c o m e  o f  a n  e l e c t i n g  G S O C  shall, in 

the y e a r  o f  f i n a l  d e t e r m i n a t i o n ,  be i n c r e a s e d  or d e c r e a s e d ,  a s  t h e  c a s e  

m i g h t  be, b y  a n y  a d j u s t m e n t  to t a x a b l e  i n c o m e  for a p r i o r  t a x a b l e  

y e a r .

"(2) I N V E S T M E N T  C R E D I T .  - T h e  i n v e s t m e n t  c r e d i t  of an e l e c t i n g  G S O C  

shall, in the y e a r  of f i n a l  d e t e r m i n a t i o n ,  be  i n c r e a s e d  or d e c r e a s e d ,  

as t h e  c a s e  m i g h t  be, by a n y  a d j u s t m e n t  to t h e  n e t  i n v e s t m e n t  c r e d i t  

for a  p r i o r  t a x a b l e  year.

"(3) M E T H O D  OF M A K I N G  A D J U S T M E N T S .  - A n  e l e c t i n g  G S O C  s h a l l  i n c l u d e  

in g r o s s  i n c o m e  for t h e  y e a r  of a n  a d j u s t m e n t  the a m o u n t  d e s c r i b e d  in  

paragrapli (1) a n d  s h a l l  take in t o  a c c o u n t  the a d j u s t m e n t  d e s c r i b e d  in 

p a r a g r a p h  (2) , a n d  s h a l l  be l i a b l e  f o r  p a y m e n t  of i n t e r e s t  in the 

a m o u n t  t h a t  w o u l d  n a v e  b e e n  p a y a b l e  b y  t h e  G S O C  u n d e r  s e c t i o n  6601 

( r e l a t i n g  to i n t e r e s t  o n  u n d e r p a y m e n t ,  n o n p a y m e n t  o r  e x t e n s i o n s  o f  

time f o r  p a y m e n t ,  o f  tax) o r  r e c e i v a b l e  b y  t h e  G S O C  u n d e r  s e c t i o n  6 6 1 1  

( r e l a t i n g  to i n t e r e s t  o n  o v e r p a y m e n t s )  if s u c h  G S O C  had b e e n  a c o r p o r a­

tion o t h e r  t h a n  an e l e c t i n g  GSOC.

(b) T E C H N I C A L  A M E N D M E N T S .  -

(1) N E T  O P E R A T I N G  LO S S  D E D U C T I O N . {42) - P a r a g r a p h  (1) of s e c t i o n  

172(b) ( r e l a t i n g  to n e t  o p e r a t i n g  l o s s  c a r r y b a c k s  a n d  c a r r y o v e r s )  is 

a m e n d e d  b y  a d d i n g  a t  the e n d  t h e r e o f  t h e  f o l l o w i n g  n e w  s u b p a r a g r a p h :

"(H) In  the c a s e  of a n  e l e c t i n g  G S O C  w h i c h  has a n e t  o p e r a t i n g  l o s s  

for a n y  t a x a b l e  y e a r  s u c h  l o s s  s h a l l  n o t  be a n e t  o p e r a t i n g  l o s s  c a r r y -
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b a c k  to a n y  t a x a b l e  y e a r  p r e c e d i n g  t h e  y e a r  o f  s u c h  loss, b u t  'shall b e  

a n e t  o p e r a t i n g  l o s s  c a r r y o v e r  to  e a c h  o f  t h e  10 t a x a b l e  y e a r s  f o l l o w i n g  

the y e a r  o f  s u c h  l o s s . "

(2) I N C O M E  T A X  C O L L E C T E D  A T  S O U R C E . (43) - S e c t i o n  3402 ( r e l a t i n g

to i n c o m e  c o l l e c t e d  a t  source) is a m e n d e d  b y  a d d i n g  at the e n d  t h e r e o f  

the f o l l o w i n g  n e w  s u b s e c t i o n :

"(r) E X T E N S I O N  O F  W I T H H O L D I N G S  T O  G S O C  D I S T R I B U T I O N S .  -

"(1) G E N E R A L  R U L E .  - A n  e l e c t i n g  G S O C  m a k i n g  a n y  d i s t r i b u t i o n  to 

its s h a r e h o l d e r s  s h a l l  d e d u c t  a n d  w i t h h o l d  f r o m  s u c h  p a y m e n t  a t a x  i n  

a n  a m o u n t  e q u a l  to 25 p e r c e n t  o f  s u c h  p a y m e n t .

"(2) C O O R D I N A T I O N  W I T H  O T H E R  S E C T I O N S .  - F o r  p u r p o s e s  o f  s e c t i o n s  

34 0 3  a n d  3404 a n d  for p u r p o s e s  o f  so m u c h  o f  s u b t i t l e  F ( e x cept 

s e c t i o n  7205) as r e l a t e s  to t h i s  c h a p t e r ,  d i s t r i b u t i o n s  o f  a n  e l e c t i n g  

G S O C  to a n y  s h a r e h o l d e r  w h i c h  a r e  s u b j e c t  to w i t h h o l d i n g  s h a l l  b e  

t r e a t e d  as if t h e y  w e r e  w a g e s  p a i d  b y  a n  e m p l o y e r  to a n  e m p l o y e e . "

(3) A D J U S T M E N T S  TO B A S I S .  (44) - S e c t i o n  1016(a) (rela t i n g  to a d­

j u s t m e n t s  o f  basis) is a m e n d e d  b y  r e d e s i g n a t i n g  p a r g r a p h  (23) a s  (22) 

a nd b y  i n s e r t i n g  a f t e r  p a r a g r a p h  (20) t h e  f o l l o w i n g  n e w  p a r a g r a p h :

"(21) to t h e  e x t e n t  p r o v i d e d  i n  s e c t i o n  1 3 9 5  i n  the c a s e  o f  s t o c k  

o f  s h a r e h o l d e r s  of a g e n e r a l  s t o c k  o w n e r s h i p  c o r p o r a t i o n  (as d e f i n e d  

in s e c t i o n  1391) w h i c h  m a k e s  t h e  e l e c t i o n  p r o v i d e d  by s e c t i o n  1392; 

and" .

(4) R E T U R N  O F  G E N E R A L  S T O C K  O W N E R S H I P  C O R P O R A T I O N . (4 5 J - S u b p a r t  A  

of p a r t  III of  s u b c h a p t e r  A  o f  C h a p t e r  61 ( r e l a t i n g  to i n f o r m a t i o n  

r e t u r n s )  is a m e n d e d  b y  a d d i n g  a t  t h e  e n d  t h e r e o f  t h e  f o l l o w i n g  n e w  

s e c t i o n :

"Sec. 6039B. R E T U R N  O F  G E N E R A L  S T O C K  O W N E R S H I P  C O R P O R A T I O N .

" E v e r y  g e n e r a l  s t o c k  o w n e r s h i p  c o r p o r a t i o n  (as d e f i n e d  in s e c t i o n  

1391) w h i c h  m a k e s  t h e  e l e c t i o n  p r o v i d e d  b y  s e c t i o n  1392 s h a l l  m a k e  a 

r e t u r n  for e a c h  t a x a b l e  year, s t a t i n g  s p e c i f i c a l l y  the i tems of  its 

g r o s s  i n c o m e  a n d  t h e  d e d u c t i o n s  a l l o w a b l e  b y  s u b t i t l e  A, the a m o u n t  

of  i n v e s t m e n t  c r e d i t  or a d d i t i o n a l  tax, as  t h e  c a s e  m a y  be, the n a m e s  

a n d  a d d r e s s e s  of a l l  p e r s o n s  o w n i n g  s t o c k  in t h e  c o r p o r a t i o n  at a n y  

ti m e  d u r i n g  the t a x a b l e  year, t h e  n u m b e r  of  s h a r e s  of s t o c k  o w n e d  by 

e a c h  s h a r e h o l d e r  a t  a l l  t i m e s  d u r i n g  t h e  t a x a b l e  year, the a m o u n t  of  

m o n e y  a n d  o t h e r  p r o p e r t y  d i s t r i b u t e d  b y  t h e  c o r p o r a t i o n  d u r i n g  the 

t a x a b l e  y e a r  to e a c h  s h a r e h o l d e r ,  t h e  d a t e  o f  e a c h  su c h  d i s t r i b u t i o n ,  

a n d  s u c h  o t h e r  i n f o r m a t i o n ,  for t h e  p u r p o s e  o f  c a r r y i n g  o u t  the p r o v i­

si o n s  of s u b c h a p t e r  U o f  c h a p t e r  1, a s  t h e  S e c r e t a r y  m a y  by r e g u l a t i o n
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p r e s c r i b e .  A n y  r e t u r n  f i l e d  p u r s u a n t  to t h i s  s e c t i o n  shall, f o r  p u r­

p o s e s  o f - c h a p t e r  66 ( r e l a t i n g  to l i m i t a t i o n s ) ,  be t r e a t e d  a s  a r e t u r n  

f i l e d  by  t h e  c o r p o r a t i o n  u n d e r  s e c t i o n  6 0 1 2 . E v e r y  G S O C  s h a l l  f i l e  

a n  a n n u a l  r e p o r t  w i t h  t h e  S e c r e t a r y  s u m m a r i z i n g  i t s  o p e r a t i o n s  f o r  

s u c h  y e a r . " ^ 4 7 ^

(c) C L E R I C A L  A M E N D M E N T S . (48) -

(1) The ta b le  o f sub chap te rs fo r  ch a p te r 1 i s  amended by adding a t  

the end th e re o f the  fo l lo w in g :

" S U B C H A P T E R  U. - G e n e r a l  s t o c k  o w n e r s h i p  p l a n s . "

(2) T h e  t a b l e  o f  s e c t i o n s  f o r  s u b p a r t  A  o f  p a r t  III of s u b c h a p t e r

A  of c h a p t e r  61 is a m e n d e d  b y  a d d i n g  a t  t h e  e n d  t h e r e o f  the f o l l o w i n g :  

"Sec. 603 9 B .  R e t u r n  o f  g e n e r a l  s t o c k  o w n e r s h i p  c o r p o r a t i o n . "

(d) E F F E C T I V E  D A T E . ^ 4 8  ̂ - T h e  a m e n d m e n t s  m a d e  b y  t h i s  s e c t i o n  s h a l l  

a p p l y  w i t h  r e s p e c t  to c o r p o r a t i o n s  c h a r t e r e d  a f t e r  D e c e m b e r  31, 1978,

and b e f o r e  J a n u a r y  1, 1984.
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1. T h e  R e v e n u e  Bi l l  o f  1978 w a s  p a s s e d  b y  the C o n g r e s s  of the 
U n i t e d  S t a t e s  o n  O c t o b e r  14, 1978, a n d  s i g n e d  i n t o  l a w  b y  P r e s­
ident C a r t e r  on  N o v e m b e r  6, 1978. T h e  G e n e r a l  S t o c k  O w n e r s h i p  
C o r p o r a t i o n  p r o v i s i o n s  w e r e  i n c l u d e d  a s  a S e n a t e  a m e n d m e n t  to 
th a t  B i l l  (H.R. 13511) a n d  a p p e a r  in t h e  l e g i s l a t i o n  as T i t l e  
VI.

2. T h e  I n t e r n a l  R e v e n u e  C o d e  is o r g a n i z e d  i n t o  c h a p t e r s ,  s u b­
c h a p t e r s ,  s e c t i o n s ,  a n d  s u b s e c t i o n s .  C h a p t e r  1 o f  t h e  I n t e r­
nal R e v e n u e  C o d e  d e a l s  g e n e r a l l y  w i t h  the i n c o m e  t a x  p r o v i s i o n s  
o f  t h e  F e d e r a l  l a w  c o v e r i n g  b o t h  p e r s o n a l  a n d  c o r p o r a t e  taxes.

3. T h e  R e v e n u e  A c t  of 1 9 7 8  a m e n d s  C h a p t e r  1 o f  the I n t e r n a l  
R e v e n u e  C o d e  to a d d  a n e w  s u b c h a p t e r  d e s i g n a t e d  as S u b c h a p t e r  
U. T h i s  s u b c h a p t e r ,  c o n t a i n i n g  s e v e n  s e c t i o n s  ( S e c t i o n s  
1 3 9 1 - 1 3 9 7 ) ,  s e t s  f o r t h  t h e  F e d e r a l  t a x  l a w  r e g a r d i n g  G e n e r a l  
S t o c k  u w n e r s h i p  C o r p o r a t i o n s .

4. A  d o m e s t i c  c o r p o r a t i o n  is a c o r p o r a t i o n  w h i c h  is o r g a n i z e d  
u n d e r  the l a w s  o f  the U n i t e d  S t a t e s  o r  a s t a t e  the r e o f .

5. T h e  I n t e r n a l  R e v e n u e  C o d e ,  S e c t i o n  1504, d e f i n e s  a n  a f f i l­
ia t e d  g r o u p  for p u r p o s e s  o f  d e t e r m i n i n g  w h i c h  c o r p o r a t i o n s  a r e  
e l i g i b l e  to f i l e  c o n s o l i d a t e d  r e t u r n s .  G e n e r a l l y ,  a n  a f f i l­
iate d  g r o u p  is f o r m e d  w h e n  o n e  c o r p o r a t i o n  a c q u i r e s  80% o r  m o r e  
o f  t h e  v o t i n g  s t o c k  of  o n e  o r  m o r e  o t h e r  c o r p o r a t i o n s .  T h e
80% o r  m o r e  d e f i n i t i o n  in S e c t i o n  1504 is to be  r e a d  a s  20% or 
m o r e  f o r  p u r p o s e s  o f  the G S O C  l e g i s l a t i o n .

S i n c e  G S O C  s t o c k  m a y  n o t  b e  o w n e d  by a c o r p o r a t i o n  o r  o t h e r  
n o n - i n d i v i d u a l ,  the l i m i t a t i o n  o n  m e m b e r s h i p  in a f f i l i a t e d  
g r o u p s  a p p l i e s  o n l y  to o w n e r s h i p  b y  t h e  G S O C  o f  s t o c k  in o t h e r  
c o r p o r a t i o n s .  T h e  GSOC, in o r d e r  to a v o i d  b e i n g  a m e m b e r  of 
an a f f i l i a t e d  g r o u p ,  m a y  n o t  o w n  20% o r  m o r e  of the s t o c k  in 
a n o t h e r  c o r p o r a t i o n .  F a i l u r e  to c o m p l y  w i t h  t h i s  r e q u i r e m e n t  
w o u l d  a p p e a r  to j e o p a r d i z e  t h e  s p e c i a l  t a x  t r e a t m e n t  a v a i l a b l e  
to the G S O C  u n d e r  F e d e r a l  law.

T h i s  l i m i t a t i o n  w a s  i n c l u d e d  in t h e  G S O C  p r o v i s i o n s  in 
o r d e r  to p r e v e n t  the G S O C  f r o m  b e c o m i n g  a h o l d i n g  c o m p a n y  for 
o t h e r  c o r p o r a t i o n s '  stock. B e c a u s e  o f  the s p e c i a l  n a t u r e  of 
the G S O C  t a x  a d v a n t a g e s  t h i s  l i m i t a t i o n  is n o t  p a r t i c u l a r l y  s i g­
nif i c a n t .  T h e  e l i m i n a t i o n  of c o r p o r a t e  i n c o m e  t a x e s  for the 
GSOC m a y  n o t  be e x t e n d e d  to c o r p o r a t i o n s  o w n e d  b y  t h e  G SOC. 
T h e r e f o r e ,  a n y  s u b s i d i a r y  c o r p o r a t i o n  w o u l d  be f u l l y  s u b j e c t  
to the F e d e r a l  i n c o m e  tax, a n d  d i v i d e n d s  p a i d  b y  s u c h  a c o r p o­
ra t i o n  to the G S O C  w o u l d  be n e t  o f  F e d e r a l  taxes. T h e  s p e c i a l  
tax a d v a n t a g e  o f  the G S O C  in e l i m i n a t i n g  t h e  F e d e r a l  c o r p o r a t e  
i n c o m e  t a x  w o u l d  t h e r e f o r e  be d e f e a t e d  b y  s i g n i f i c a n t  o w n e r s h i p  
of s u b s i d i a r y  c o r p o r a t i o n s .

6. In k e e n i n g  w i t h  the e x p e r i m e n t a l  n a t u r e  of the G e n e r a l  
S t o c k  O w n e r s h i p  C o r p o r a t i o n  l e g i s l a t i o n ,  a f i v e  y e a r  p e r i o d  w a s  
p r o v i d e d  d u r i n g  w h i c h  s u c h  c o r p o r a t i o n s  m a y  be formed. A n y  
c o r p o r a t i o n  n o t  f o r m e d  w i t h i n  the d a t e s  s e t  f o r t h  in t h e  A c t



w i l l  n o t  be  e l i g i b l e  f o r  t r e a t m e n t  u n d e r  F e d e r a l  t a x  l a w  a s  a 
G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n .  H o w e v e r ,  a n y  c o r p o r a t i o n  
fo r m e d  a n d  q u a l i f y i n g  u n d e r  t h e s e  p r o v i s i o n s  d u r i n g  the f i v e  
y e a r  p e r i o d  w i l l  c o n t i n u e  to r e c e i v e  the s p e c i a l  t a x  t r e a t m e n t  
p r o v i d e d  G S O C s  i n d e f i n i t e l y .  T h e r e  is no l i m i t a t i o n  o n  the 
tax a d v a n t a g e s  o n c e  a c o r p o r a t i o n  is e s t a b l i s h e d  w i t h i n  t h e  
d e s i g n a t e d  t i m e  frame.

7. T h e  t e r m  c h a r t e r  is u s e d  in its b r o a d e s t  s e n s e  a n d  m e a n s  
th a t  t h e  c o r p o r a t i o n  m u s t  h a v e  a s p e c i a l  g r a n t  o f  p o w e r s  f r o m  
e i t h e r  the S t a t e  L e g i s l a t u r e  o r  a s t a t e w i d e  r e f e r e n d u m .  It w o u l d  
not a p p e a r  to be  a c c e p t a b l e  for a s t a t e  to g e n e r a l l y  a u t h o r i z e  
the c r e a t i o n  o f  G S O C s .  But, it a l s o  d o e s  n o t  a p p e a r  n e c e s s a r y  
for a s t a t e  to a d o p t  in t o  the l a w  t h e  a c t u a l  A r t i c l e s  o f  I n c o r­
p o r a t i o n  for t h e  GSOC. I n d eed, it m a y  be  u n a c c e p t a b l e  f o r  a 
L e g i s l a t u r e  to e n a c t  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  i n t o  l a w  a n d  
s u b s e q u e n t l y  a l l o w  the s t o c k h o l d e r s  o f  the c o r p o r a t i o n  to a m e n d  
the A r t i c l e s .  A m e n d m e n t  o f  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  in 
su c h  a c a s e  w o u l d  a p p e a r  to e f f e c t i v e l y  a m e n d  the s t a t u t e s  of
the a u t h o r i z i n g  s t a t e  a n d  th i s  w o u l d  s e e m  to be a n  u n c o n s t i t u­
tio n a l  d e l e g a t i o n  o f  t h e  p o w e r  of a S t a t e  L e g i s l a t u r e .  C o n ­
v e r s e l y ,  if t h e  A r t i c l e s  of I n c o r p o r a t i o n  c o u l d  n o t  be a m e n d e d  
by its s t o c k h o l d e r s ,  it w o u l d  n o t  a p p e a r  to b e  a p r i v a t e  b u s i­
ness c o r p o r a t i o n  as C o n g r e s s  c o n t e m p l a t e s  b y  t h i s  law.

8. E l i g i b l e  i n d i v i d u a l  is d e f i n e d  in S e c t i o n  1391(c) a n d  w i l l  
be f u r t h e r  d i s c u s s e d  in F o o t n o t e  16 below.

9. A t  l e a s t  o n e  s h a r e  o f  s t o c k  i n  the G e n e r a l  S t o c k  O w n e r s h i p  
C o r p o r a t i o n  m u s t  b e  i s s u e d  to e a c h  e l i g i b l e  i n d i v i d u a l  u n l e s s  
th a t  i n d i v i d u a l  e l e c t s  w i t h i n  the f i r s t  y e a r  o f  o w n e r s h i p  n o t  to 
r e c e i v e  the stock. T h i s  l a n g u a g e  d o e s  n o t  a p p e a r  to p r e c l u d e  
c h a r g i n g  a p u r c h a s e  p r i c e  for the s t o c k ,  b u t  in s u c h  an  e v e n t  
w o u l d  s e e m  t o  r e q u i r e  t h a t  s o m e  a c c o m m o d a t i o n  be m a d e  f o r  t h o s e  
e l i g i b l e  i n d i v i d u a l s  w h o  a r e  n o t  in a p o s i t i o n  o r  who a r e  u n­
w i l l i n g  to p a y  for the stock. G e n e r a l l y ,  t h e  d r a f t e r s  o f  the 
l e g i s l a t i o n  c o n t e m p l a t e d  t h e  s i m p l e  d i s t r i b u t i o n  o f  the s t o c k  
w i t h o u t  c h a r g e  to e l i g i b l e  i n d i v i d u a l s ,  w i t h  c o r p o r a t e  o p e r a­
tions  a n d  p u r c h a s e s  t h e r e a f t e r  f i n a n c e d  i n i t i a l l y  t h r o u g h  d e b t  
i n s t r u m e n t s  only. T h i s  w o u l d  e n a b l e  t h e  s t o c k h o l d e r s  to b u i l d  
an e q u i t y  in the s t o c k  t h r o u g h  a m o r t i z a t i o n  o f  d e b t  w i t h  t h e  
e a r n i n g s  of c o r p o r a t e  i n v e s t m e n t s .

10. Ir o r d e r  to q u a l i f y  a s  a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n ,  
the t r a n s f e r  of  c o r p o r a t e  s t o c k  m u s t  b e  r e s t r i c t e d  d u r i n g  the 
first f i re y e a r s  f o l l o w i n g  its issua n c e .  S i n c e  it w a s  c o n t e m­
p l a t e d  t h a t  s t o c k h o l d e r s  in a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a­
tion w o u l d  b e  l i m i t e d  to t h e  r e s i d e n t s  o f  t h e  a u t h o r i z i n g  state, 
an e x c e p t i o n  is p r o v i d e d  so  t h a t  if a n  i n d i v i d u a l  c e a s e s  t o  be
a r e s i d e n t  o r  d i e s  d u r i n g  t h e  f i r s t  fi v e  years, his s t o c k  m a y  
be s o l d  o r  t r a n s f e r r e d .

T h e  f i v e  y e a r  t r a n s f e r  r e s t r i c t i o n  w a s  i n c l u d e d  in o r d e r  to 
gi v e  s h a r e h o l d e r s  a p e r i o d  of t i m e  d u r i n g  w h i c h  to b e c o m e  f a m i­
liar w i t h  the b e n e f i t s  o f  s t o c k  o w n e r s h i p .  It is h o p e d  th a t
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d u r i n g  the f i r s t  f i v e  y e a r s  o f  c o r p o r a t e  o p e r a t i o n s  the G S O C  
w o u l d  b e  in a p o s i t i o n  to d i s t r i b u t e  d i v i d e n d s ,  g i v i n g  its s h a r e­
h o l d e r s  s o m e  e x p e r i e n c e  w i t h  the i n c o m e  g e n e r a t i n g  c a p a b i l i t i e s  
of c a p i t a l  a n d  g i v i n g  t h o s e  i n t e r e s t e d  in t h e  f o r m a t i o n  o f  
t h e s e  p a r t i c u l a r  c o r p o r a t i o n s  an o p p o r t u n i t y  to s t u d y  t h e  r e a c­
tions  o f  s h a r e h o l d e r s  t o  t h i s  n e w  t y p e  of i n v e s t m e n t .

In o r d e r  to d i s c o u r a g e  s h a r e h o l d e r s  f r o m  e m i g r a t i n g  in 
o r d e r  to s e l l  t h e i r  s t o c k  p r i o r  to t h e  end of  the f i v e  y e a r  
p e r i o d ,  it m a y  be n e c e s s a r y  to p r o v i d e  for s o m e  c o n t r o l l e d  
p u r c h a s e  p r i c e .  T h i s  c o u l d  b e  d o n e  in the f o r m  of  a n  o p t i o n  o n  
the p a r t  o f  t h e  c o r p o r a t i o n  to r e p u r c h a s e  s t o c k  f r o m  a n  i n d i­
v i d u a l  e m i g r a t i n g  f r o m  t h e  a u t h o r i z i n g  s t a t e  at a v a l u e  b e l o w  
e i t h e r  the f a i r  m a r k e t  v a l u e  o r  i n c o m e  s t r e a m  v a l u a t i o n  a p p r o a c h .  
S u c h  a r e p u r c h a s e  w o u l d  b e  c o n s i s t e n t  w i t h  the p r i v a t e  c a p i t a l  
n a t u r e  o f  t h e  G S O C  s t o c k  a n d  c o u l d  r e t u r n  to t h e  s h a r e h o l d e r  
his b o o k  e q u i t y .  B o o k  e q u i t y  v a l u a t i o n  for p u r p o s e s  of  a m a n­
d a t o r y  r e p u r c h a s e  d u r i n g  the f i v e  y e a r  n o n t r a n s f e r a b i l i t y  
p e r i o d  m i g h t  b e  a p p r o p r i a t e  in t h a t  t h i s  r e p r e s e n t s  t h e  s h a r e­
holder' s s h a r e  o f  c a s h  i n v e s t e d  in a c q u i r i n g  t h e  as s e t .  Th i s  
is t h e  c a s e  b e c a u s e  the d i s t r i b u t i o n  o f  s t o c k  w a s  c o s t  free 
to t h e  s h a r e h o l d e r  a n d  h i s  o n l y  i n v e s t m e n t  a t  the t i m e  o f  sa l e  
wi l l  b e  in the f o r m  o f  w h a t  w o u l d  o t h e r w i s e  b e  c a s h  d i s t r i b u­
tions  a p p l i e d  to t h e  r e p a y m e n t  of  t h e  d e b t  i n c u r r e d  to b u y  the 
u n d e r l y i n g  a s s e t s .  T h u s  t h e  s h a r e h o l d e r  is p a y i n g  f o r  h i s
c a p i t a l  o u t  of the i n c o m e  it p r o d u c e s .

In t h e  e v e n t  t h a t  a s h a r e h o l d e r  w h o s e  s h a r e s  a r e  r e p u r­
c h a s e d  at b o o k  v a l u e  h a s  i n c u r r e d  tax l i a b i l i t y  in e x c e s s  of his 
d i s t r i b u t i o n s  o f  c a s h  f r o m  t h e  c o r p o r a t i o n ,  his b a s i s  in the 
s t o c k  w i l l  b e  i n c r e a s e d  a c c o r d i n g l y  a n d  he w i l l  r e c e i v e  a c a p i­
tal l o s s  d e d u c t i o n  f o r  t h e  d i f f e r e n c e  b e t w e e n  the b o o k  v a l u e  
p u r c h a s e  p r i c e  and h i s  a d j u s t e d  basis. Th i s  l o s s  d e d u c t i o n  
wi l l  o f f s e t  his f u t u r e  a d d i t i o n a l  i n c o m e  f r o m  t h e  GSOC, i n s u r i n g  
th a t  he r e m a i n s  w h o l e  o n c e  t h e  t r a n s a c t i o n  is c o n c l u d e d  if the 
a s s e t s  p u r c h a s e d  b y  t h e  G S O C  h a v e  t h r o w n  o f f  in i n c o m e  t h e i r
p u r c h a s e  c o s t s  a n d  n e c e s s a r y  i n t e r e s t .

11. T r a n s f e r s  o f  G S O C  s t o c k  m a y  not b e  m a d e  to i n d i v i d u a l s  w h o
a r e  n o t  " r e s i d e n t s "  o f  t h e  a u t h o r i z i n g  state. T h i s  l i m i t a t i o n  
is d e s i g n e d  to a s s u r e  t h a t  t h e  GSOC, w h i c h  m u s t  b e g i n  l i f e  as a 
c o r p o r a t i o n  o w n e d  b y  the r e s i d e n t s  o f  a s i n g l e  state, e i t h e r  
c o n t i n u e s  to be o w n e d  b y  t h o s e  r e s i d e n t s  or, if t h e y  a r e  p e r­
m i t t e d  to t a k e  it o u t  of  s t a t e  a n d  c e a s e  to b e  r e s i d e n t s ,  t h e y  
m u s t  a t  o r  b e f o r e  t h e i r  d e a t h  t r a n s f e r  t h e i r  G S O C  s t o c k  to a 
q u a l i f i e d  r e s i d e n t .  T h u s ,  w h i l e  a h o l d e r  of  G S O C  s t o c k  m a y  sell 
o r  o t h e r w i s e  d i s p o s e  of h i s  sto c k ,  he m a y  n o t  d o  so to a c o r p o­
ratio n ,  trust, p a r t n e r s h i p ,  o r  o t h e r  a r t i f i c i a l  p e r s o n  n o r  to 
a n y  i n d i v i d u a l  w h o  is n o t  a r e s i d e n t  o f  the a u t h o r i z i n g  state.

12. T h i s  l i m i t a t i o n  o n  t r a n s f e r s  w a s  i n c l u d e d  in o r d e r  to a s s u r e  
that g r e a t  c o n c e n t r a t i o n s  of G S O C  s t o c k  do  n o t  d e v e l o p .  The 
GSOC w a s  c o n c e i v e d  a s  a m e a n s  of b r o a d e n i n g  c a p i t a l  o w n e r s h i p  
and t h e r e b y  s p r e a d i n g  m o r e  w i d e l y  t h e  i n c o m e  b e n e f i t s  f r o m  c a p i­
tal. T h i s  t r a n s f e r  l i m i t a t i o n  i m p l e m e n t s  t h e s e  goals.
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13. T h e  r e q u i r e m e n t s  o f  S e c t i o n  1 3 9 1 ( 4 ) (A)- (E) a r e  l i m i t a t i o n s  
w h i c h  m u s t  b e  i n c l u d e d  in  b o t h  the G S O C  a u t h o r i z i n g  l e g i s l a t i o n  
a d o p t e d  by the S t a t e  L e g i s l a t u r e  a n d  t h e  A r t i c l e s  o f  I n c o r p o r a­
tion f o r  the GSOC. The l i m i t a t i o n  set f o r t h  in (E) s i m p l y  m a k e s  
it c l e a r  th a t  b o t h  the a u t h o r i z i n g  L e g i s l a t u r e  a n d  t h e  i n c o r p o­
ra t o r s  of t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  i n t e n d  to 
q u a l i f y  u n d e r  t h e  p r o v i s i o n s  o f  S u b c h a p t e r  U o f  the I n t e r n a l  
R e v e n u e  Code.

14. T h e r e  a r e  g e n e r a l l y  no l i m i t a t i o n s  on the t y p e s  o f  i n v e s t­
m e n t s  w h i c h  G S O C s  m a y  u n d e r t a k e .  H o w e v e r ,  b e c a u s e  o f  the u n i q u e  
r e l a t i o n s h i p  b e t w e e n  G S O C s  a n d  t h e  a u t h o r i z i n g  S t a t e  L e g i s l a­
tures, c e r t a i n  m e m b e r s  o f  C o n g r e s s  fe l t  it n e c e s s a r y  to c l a r i f y  
th a t  G S O C s  m a y  n o t  b e  u s e d  as v e h i c l e s  t h r o u g h  w h i c h  o w n e r s h i p  
o f  e x i s t i n g  c a p i t a l  a s s e t s  c a n  be t r a n s f e r r e d  f r o m  o n e  g r o u p  to 
a n o t h e r  t h r o u g h  the e x e r c i s e  o f  t h e  s t a t e ' s  p o w e r s  o f  e m i n e n t  
d o m ain. T h e r e f o r e ,  this l i m i t a t i o n  w a s  a d d e d  to p r e v e n t  t h e  
p o w e r  o f  s t a t e  c o n d e m n a t i o n  f r o m  b e i n g  u s e d  to t r a n s f e r  u n w i l­
li n g l y  o w n e r s h i p  of  an  e x i s t i n g  b u s i n e s s  to a G e n e r a l  S t o c k  
O w n e r s h i p  C o r p o r a t i o n .  T h i s  l a n g u a g e  d o e s  n o t  p r e c l u d e  t h e  c o n­
d e m n a t i o n  o f  a p i p e l i n e  r i g h t  o f  w a y  o r  the p u r c h a s e  b y  a G e n­
eral S t o c k  O w n e r s h i p  C o r p o r a t i o n  o f  an a s s e t  a c o m p o n e n t  o f  
w h i c h  is a c q u i r e d  by the s e l l e r s  t h r o u g h  c o n d e m n a t i o n .  It is 
d e s i g n e d  o n l y  to p r e c l u d e  t h e  d i r e c t  c o n d e m n a t i o n  o f  e x i s t i n g  
b u s i n e s s  a s s e t s  a n d  a r e s a l e  t h e r e o f  to the GSOC.

15. T h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n ,  in o r d e r  to a v a i l  
itself of t h e  s p e c i a l  tax t r e a t m e n t  p r o v i d e d  u n d e r  S u b c h a p t e r  
U, m u s t  file an e l e c t i o n  w i t h  the S e c r e t a r y  of  t h e  T r e a s u r y  
u n d e r  the t e r m s  o f  S e c t i o n  1392, d i s c u s s e d  b e l o w  at F o o t n o t e  18.

16. E l i g i b l e  i n d i v i d u a l s  a r e  t h o s e  i n d i v i d u a l s  to w h o m  s t o c k  
m u s t  b e  i s s u e d  u n d e r  the p r o v i s i o n s  of S e c t i o n  1391(a) (4) ( B ) . 
S t o c k  m u s t  be i s s u e d  to i n d i v i d u a l s  w h o  are, as o f  a s p e c i f i c  
d a t e  s e t  f o r t h  in the s t a g e ' s  G S O C  e n a b l i n g  l e g i s l a t i o n ,  r e s i­
d e n t s  o f  the s t a t e  a n d  w h o  r e m a i n  r e s i d e n t s  of  the s t a t e  u n t i l  
the d a t e  t h e  s t o c k  is a c t u a l l y  issued. T h e  s t a t u t o r y  l a n g u a g e  
w i t h  r e s p e c t  to a s p e c i f i c  d a t e  w a s  i n c l u d e d  to a l l o w  a S t a t e  
L e g i s l a t u r e  to s e l e c t  a d a t e  c e r t a i n  u p o n  w h i c h  r e s i d e n c y  c o u l d  
be d e t e r m i n e d .  It w a s  c o n t e m p l a t e d  t h a t  s u c h  a d a t e  m i g h t  be  
o n e  p r i o r  to the d a t e  of  the e n a b l i n g  l e g i s l a t i o n  in o r d e r  to 
a s s u r e  th a t  a f l o o d  o f  i m m i g r a n t s  to t h e  s t a t e  w o u l d  n o t  be  e n­
co u r a g e d .

T h e  t e r m  r e s i d e n t  m a y  be d e f i n e d  b y  the S t a t e  L e g i s l a t u r e  
for p u r p o s e s  o f  the G S O C  l e g i s l a t i o n  in a n y  c o n s t i t u t i o n a l  a n d  
a c c e p t a b l e  m a n n e r .  T h e  t e r m  r e s i d e n t  i t s e l f  is a l e g a l  t e r m  of  
u n c e r t a i n  m e a n i n g ,  t h e  d e f i n i t i o n  o f  w h i c h  v a r i e s  w i t h  the use. 
F o r  p u r p o s e s  o f  g e n e r a l  s t o c k  o w n e r s h i p  l e g i s l a t i o n  it m a y  be 
a p p r o p r i a t e  to u s e  a d e f i n i t i o n  o f  r e s i d e n t  w h i c h  e q u a t e s  t h a t  
term w i t h  t h e  legal t e r m  o f  " d o m i c i l i a r y " .  T h i s  w o u l d  g i v e  a 
d e f i n i t i o n  of r e s i d e n t  d e p e n d e n t  n o t  o n l y  u p o n  p r e s e n t  m a i l i n g  
a d d r e s s  o r  p h y s i c a l  l o c a t i o n  w i t h i n  the state, b u t  i n t e n t ,  h o w­
ever e v i d e n c e d ,  to e s t a b l i s h  a n d  m a i n t a i n  p r i m a r y  g e o g r a p h i c a l  
l i v i n g  s i t u s  w i t h i n  the S t a t e  of A l a s k a .
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17. T h e  G S O C  is to be t r e a t e d  a s  a p r i v a t e  c o r p o r a t i o n  a n d  
t h e r e f o r e  is n o t  e l i g i b l e  to i s s u e  s e c u r i t i e s  o r  l e v y  t a x e s  
as a g o v e r n m e n t a l  u n i t  o r  m u n i c i p a l  c o r p o r a t i o n .

18. To t a k e  a d v a n t a g e  o f  t h e  s p e c i a l  p r o v i s i o n s  o f  S u b c h a p t e r  
U, the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  m u s t  f i l e  a n  e l e c t i o n  
u n d e r  the p r o v i s i o n s  o f  S e c t i o n  1392. T h e  e l e c t i o n  is to be 
m a d e  a t  t h e  t i m e  a n d  i n  the m a n n e r  d e s c r i b e d  b y  t h e  S e c r e t a r y
of the T r e a s u r y .  S e c t i o n  1392(b) is e f f e c t i v e  f o r  the t a x a b l e  
y e a r  o f  t h e  G S O C  for w h i c h  it is f i l e d  a n d  for all l a t e r  t a x­
abl e  y e a r s  u n l e s s  t h e  e l e c t i o n  is t e r m i n a t e d .

19. If t h e  G S O C  m a k e s  a n  e l e c t i o n  u n d e r  S e c t i o n  1392, t h e  G S O C  
c o r p o r a t i o n  i t s e l f  is e x e m p t  f r o m  a l l  the i n c o m e  t a x e s  i m p o s e d  
by C h a p t e r  1 o f  the I n t e r n a l  R e v e n u e  C o d e  for t h e  y e a r  in w h i c h  
the e l e c t i o n  is m a d e  a n d  all f o l l o w i n g  y e a r s  u n t i l  the e l e c t i o n  
is t e r m i n a t e d .  T h e  G S O C  is, h o w e v e r ,  s u b j e c t  to t h e  l i m i t a t i o n s  
of S e c t i o n  1396 w h i c h  r e q u i r e s  m i n i m u m  d i s t r i b u t i o n s  o f  GS O C  
i n c o m e  a n d  i m p o s e s  a p e n a l t y  t a x  in t h e  e v e n t  of  a f a i l u r e  to 
d i s t r i b u t e  i n c o m e  in  a c c o r d a n c e  w i t h  S e c t i o n  1 3 9 6  r e q u i r e m e n t s .

20. W h i l e  the e l e c t i n g  GS O C  is e x e m p t  f r o m  F e d e r a l  i n c o m e  tax, 
the i n c o m e  o f  t h e  c o r p o r a t i o n  is t a x e d  to t h e  s h a r e h o l d e r s  u n d e r  
S e c t i o n s  1393, 1394 a n d  1395. T h e s e  s e c t i o n s  s e t  o u t  t h e  r u l e s  
u n d e r  w h i c h  the s h a r e h o l d e r s  a r e  a t t r i b u t e d  the i n c o m e  o f  the 
G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r t i o n ,  p r o v i d e  for tax t r e a t m e n t
of  G S O C  d i s t r i b u t i o n s ,  a n d  e s t a b l i s h  r u l e s  f o r  d e t e r m i n i n g  the 
b a sis of  a s h a r e h o l d e r ' s  stock.

21. In o r d e r  to a s s u r e  th a t  s i g n i f i c a n t  d e f e r r a l  o f  i n c o m e  d o e s  
not o c c u r ,  the G e n e r a l  S t o c k  O w n e r s h i p  C o r o o r a t i o n  is r e q u i r e d  
to o p e r a t e  o n  a t a x a b l e  y e a r  e n d i n g  o n  O c t u b e r  31st. T h i s  
a l l o w s  the c o r p o r a t i o n  s u f f i c i e n t  t i m e  to d e t e r m i n e  its t a x a b l e  
i n c o m e  f o r  the y e a r  a n d  to p r o v i d e  t h a t  i n f o r m a t i o n  to t h e  s h a r e­
ho l d e r s  p r i o r  to the A p r i l  1 5 t h  r e g u l a r  f i l i n g  d e a d l i n e  for 
s h a r e h o l d e r s '  r e t u r n s .

22. It a p p e a r s  that u n d e r  the F e d e r a l  l e g i s l a t i o n  t h ere is a t  
l e a s t  o n e  e v e n t  w h i c h  c o u l d  i n v o l u n t a r i l y  t e r m i n a t e  t h e  s p e c i a l  
tax s t a t u s  of t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n ,  a n d  t h a t  
e v e n t  w o u l d  be m e m b e r s h i p  in a n  a f f i l i a t e d  g r o u p  w h i c h  is p r o h i­
b i t e d  u n d e r  the t e r m s  o f  S e c t i o n  1 3 9 1 ( a ) ( 1 ) .  D e p e n d i n g  o n  
i n t e r p r e t a t i o n s  of the g e n e r a l  law, o t h e r  e v e n t s  m i g h t  i n v o l u n­
t a r i l y  t e r m i n a t e  the s p e c i a l  s t a t u s  o f  t h e  GSOC, s u c h  a s  a r e­
v o c a t i o n  by the S t a t e  L e g i s l a t u r e  o f  a c o r p o r a t i o n ' s  c h a r t e r  o r  
a m e n d m e n t s  to the A r t i c l e s  o f  I n c o r p o r a t i o n  w h i c h  r e m o v e  the 
c o n d i t i o n s  r e q u i r e d  by S e c t i o n  1391(4) a n d  (5).

23. T h e  e l e c t i o n  of t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  to 
q u a l i f y  u n d e r  S u b c h a p t e r  U m a y  be t e r m i n a t e d  at a n y  t i m e  w i t h  
the c o n s e n t  o f  the S e c r e t a r y  of  t h e  T r e a s u r y .  V o l u n t a r y  t e r m i n a­
tion of  G S O C  s t a t u s  u n d e r  S u b c h a p t e r  U m i g h t  b e  s o u g h t  in the 
e v e n t  that a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  w e r e  to incur 
t a x a b l e  income, p e r h a p s  f r o m  r e c a p t u r e  o n  t h e  s a l e  of  a n  asset, 
s u b s t a n t i a l l y  in e x c e s s  of c a s h  a v a i l a b l e  for d i s t r i b u t i o n .  A t
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t h i s  p o i n t  the B o a r d  o f  D i r e c t o r s  m i g h t  e l e c t  to t e r m i n a t e  G S O C  
s t a t u s  so t h a t  the t a x a b l e  i n c o m e  of the c o r p o r a t i o n  d i d  not 
fl o w  t h r o u g h  t o  the s h a r e h o l d e r s ,  b u t  r e m a i n e d ,  u n d e r  t h e  n o r­
mal r u l e s  o f  c o r p o r a t e  t a x a t i o n ,  w i t h  the c o r p o r a t i o n .  W h i l e  
it is n o t  e x p e c t e d  t h a t  s u c h  a n  e v e n t  is l i k e l y  to o c c u r ,  it 
w a s  f e l t  t h a t  a n  o p t i o n  s h o u l d  b e  p r o v i d e d  to a l l o w  v o l u n t a r y  
t e r m i n a t i o n  o f  e l e c t i o n s .

24. T h i s  p r o v i s i o n  m a k e s  it c l e a r  th a t  the i n c o m e  o f  t h e  G e n­
eral S t o c k  O w n e r s h i p  C o r p o r a t i o n  is to be t a x e d  d i r e c t l y  to 
the s h a r e h o l d e r s .

25. If a n  i n d i v i d u a l  is a s h a r e h o l d e r  o f  a G e n e r a l  S t o c k  O w n e r­
ship C o r p o r a t i o n  a t  a n y  p o i n t  d u r i n g  t h e  G S O C ' s  t a x a b l e  year, 
t h a t  i n d i v i d u a l  w i l l  be a t t r i b u t e d  a s h a r e  o f  t h e  c o r p o r a t i o n ' s  
i n c o m e  for t h a t  t a x a b l e  year. T h e  i n c o m e  must, b e  i n c l u d e d  in 
t he r e t u r n  o f  the s h a r e h o l d e r  for the s h a r e h o l d e r ' s  t a x  y e a r  
d u r i n g  w h i c h  the G S O C  y e a r  ends. Thus, if an i n d i v i d u a l  is a 
s h a r e h o l d e r  o f  a G S O C  a t  a n y  t i m e  d u r i n g  the c o r p o r a t i o n ' s  f i s­
cal y e a r  b e g i n n i n g  o n  N o v e m b e r  1, 1980, a n d  e n d i n g  o n  O c t o b e r  
31, 1 9 81, t h e  s h a r e h o l d e r  w o u l d  be  r e q u i r e d  to i n c l u d e  his s h a r e  
o f  G S O C  i n c o m e  o n  h i s  p e r s o n a l  r e t u r n  for c a l e n d a r  y e a r  1981.

If a n  i n d i v i d u a l  is a s h a r e h o l d e r  o f  a G e n e r a l  S t o c k  O w n e r­
ship C o r p o r a t i o n  t h r o u g h o u t  t h e  e n t i r e  t a x a b l e  y e a r  of t h e  c o r­
p o r a t i o n ,  h i s  s h a r e  o f  G S O C  i n c o m e  is d e t e r m i n e d  by d i v i d i n g  the 
t o t a l  a m o u n t  o f  G S O C  i n c o m e  f o r  the y e a r  by the n u m b e r  o f  s h a r e s  
o f  s t o c k  o u t s t a n d i n g  a n d  t h e n  m u l t i p l y i n g  t h i s  p e r  s h a r e  e a r n i n g s  
f i g u r e  by t h e  n u m b e r  of  s h a r e s  o w n e d  b y  t h e  s h a r e h o l d e r .  If, 
h o w e v e r ,  t h e  s h a r e h o l d e r  s h o u l d  d i s p o s e  o f  his s t o c k  d u r i n g  the 
c o r p o r a t i o n ' s  t a x a b l e  y ear, he w i l l  be a t t r i b u t e d  i n c o m e  f r o m  
the c o r p o r a t i o n  o n  t h e  b a s i s  o f  t h e  n u m b e r  of d a y s  d u r i n g  the 
c o r p o r a t i o n ' s  t a x a b l e  y e a r  d u r i n g  w h i c h  he w a s  a s h a r e h o l d e r .
T h e  p e r  s h a r e  i n c o m e  of  t h e  c o r p o r a t i o n  f o r  the e n t i r e  y e a r  
w o u l d  be d i v i d e d  b y  365 to d e t e r m i n e  t h e  p e r  s h a r e  d a i l y  e a r n i n g s  
o f  t h e  c o r p o r a t i o n  a n d  t h i s  a m o u n t  w o u l d  be m u l t i p l i e d  b y  the 
n u m b e r  of  d a y s  d u r i n g  t h e  y e a r  w h i c h  t h e  s h a r e h o l d e r  o w n e d  his 
stock. T h e  p r o d u c t  o f  t h i s  f o r m u l a  w o u l d  g i v e  the e a r n i n g s  
a t t r i b u t a b l e  to s h a r e h o l d e r ' s  p a r t  y e a r  o w n e r s h i p  i n t e r e s t  a n d  
t h i s  a m o u n t  w o u l d  b e  i n c l u d e d  in t h e  s h a r e h o l d e r ' s  t a x a b l e  y e a r  
d u r i n g  w h i c h  the G S O C  y e a r  ends.

26. T h e  te r m  t a x a b l e  i n c o m e  is a c l e a r l y  d e f i n e d  t e r m  f o r  the 
p u r p o s e s  o f  the I n t e r n a l  R e v e n u e  Code. T h e  t a x a b l e  i n c o m e  of 
the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  is to be d e t e r m i n e d  u n d e r  
the n o r m a l  r u l e s  for c o r p o r a t i o n s ,  a l t h o u g h  the G e n e r a l  S t o c k  
O w n e r s h i p  C o r p o r a t i o n  is n o t  r e q u i r e d  to p a y  tax o n  t h i s  income. 
Th e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  is not a l l o w e d  to d e d u c t  
t h o s e  i t e m s  n o r m a l l y  a l l o w e d  to c o r p o r a t i o n s  u n d e r  P a r t  8 of 
S u b c h a p t e r  B. T h e s e  d e d u c t i o n s  i n c l u d e  the d i v i d e n d  r e c e i v e d  
d e d u c t i o n ,  the f o r e i g n  c o r p o r a t i o n  d i v i d e n d  r e c e i v e d  d e d u c t i o n ,  
p u b l i c  u t i l i t i e s  d i v i d e n d s  d e d u c t i o n ,  a n d  o t h e r  m i n o r  t a x  d e d u c­
tions. T h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  is a l l o w e d  to 
d e d u c t  the o r g a n i z a t i o n a l  e x p e n s e s  a l l o w e d  b y  S e c t i o n  248 u n d e r
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Pa r t  8 of S u b c h a p t e r  B o f  t h e  I n t e r n a l  R e v e n u e  C o d e .  S e c t i o n  
248 p r o v i d e s  a n  o p t i o n  to c o r p o r a t i o n s  to d e d u c t  o r g a n i z a t i o n a l  
e x p e n s e s  o v e r  a p e r i o d  o f  n o t  l e s s  t h a n  s i x t y  m o n t h s .

27. T h e  I n t e r n a l  R e v e n u e  C o d e  a l l o w s  a t a x  c r e d i t  e q u a l  to 10% 
o f  t h e  p u r c h a s e  p r i c e  o f  c e r t a i n  t y p e s  o f  n e w  a n d  u s e d  p r o p e r t y .  
T h i s  10% c r e d i t  s a d o l l a r  for d o l l a r  o f f s e t  a g a i n s t  t a x e s  d u e  
r a t h e r  t h a n  a d e d u c t i o n  f r o m  g r o s s  i n c o m e  in a r r i v i n g  a t  t a x a b l e  
income. T h e  p r o p e r t y  e l i g i b l e  f o r  t h e  i n v e s t m e n t  t a x  c r e d i t  is 
g e n e r a l l y  d e p r e c i a b l e  t a n g i b l e  p e r s o n a l  p r o p e r t y ,  e x c l u d i n g  
b u i l d i n g s  a n d  s t r u c t u r a l  c o m p o n e n t s ,  u s e d  b y  an  i n d i v i d u a l  o r  
c o r p o r a t i o n  e n g a g e d  in a t r a d e  o r  b u s i n e s s  a n d  h a v i n g  a u s e f u l  
l i f e  of  a t  l e a s t  t h r e e  y e a r s .  T h e  i n v e s t m e n t  t a x  c r e d i t  m a y
be t a k e n  o n  t h e  t a x p a y e r ' s  r e t u r n  d u r i n g  t h e  y e a r  i n  w h i c h  the 
t a x p a y e r  p l a c e s  s u c h  a n  a s s e t  i n t o  u s e  i n  his t r a d e  o r  b u s i n e s s .  
In t h e  e v e n t  t h a t  the t a x p a y e r  d i s p o s e s  o f  an  a s s e t  o n  w h i c h  
he h a s  t a k e n  a n  i n v e s t m e n t  t a x  c r e d i t  p r i o r  to the r e q u i r e d  
s e v e n  y e a r  h o l d i n g  p e r i o d ,  h e  is s u b j e c t  to r e c a p t u r e  b y  the 
F e d e r a l  G o v e r n m e n t  o f  all o r  a p o r t i o n  o f  the i n v e s t m e n t  tax 
c r e d i t  in  t h e  f o r m  o f  a d d i t i o n a l  t a x  l i a b i l i t y .  T h e  s e c t i o n s  
o f  t h e  I n t e r n a l  R e v e n u e  C o d e  a p p l i c a b l e  to  i n v e s t m e n t  t a x  c r e­
di t s  a n d  i n v e s t m e n t  t a x  c r e d i t  r e c a p t u r e  i n c l u d e  S e c t i o n s  38,
46, 47, a n d  48.

T h e  10% i n v e s t m e n t  t a x  c r e d i t  is n o t  a l l o w e d  to a G e n e r a l  
S t o c k  O w n e r s h i p  C o r p o r a t i o n .  T h i s  is u n i m p o r t a n t ,  h o w e v e r ,  
s i n c e  the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  h a s  no t a x  l i a b i­
lity a n d  t h e r e f o r e  c o u l d  n o t  a v a i l  i t s e l f  o f  the t a x  c r e d i t  in 
any event. S e c t i o n  1393(b) p r o v i d e s  t h a t  the i n v e s t m e n t  t a x  
c r e d i t  to w h i c h  a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  w o u l d  be 
e n t i t l e d  if it w e r e  t a x a b l e  s h a l l  f l o w  t h r o u g h  to t h e  s h a r e­
h o l d e r s  in m u c h  the s a m e  m a n n e r  a s  inco m e .  T h e  i n v e s t m e n t  t a x  
c r e d i t  a n d  a n y  r e c a p t u r e  of  i n v e s t m e n t  t a x  c r e d i t  g e n e r a t e d  by 
the s a l e  o f  c o r p o r a t e  a s s e t s  w i l l  b e  n e t t e d  a t  the c o r p o r a t e  
level. If t h e r e  is a n e t  i n v e s t m e n t  t a x  c r e d i t ,  t h a t  a m o u n t  
w i l l  b e  p r o r a t e d  to the s h a r e h o l d e r s  in the s a m e  m a n n e r  a s  i n­
come. If t h e r e  is a n e t  i n v e s t m e n t  t a x  c r e d i t  r e c a p t u r e ,  this 
a m o u n t  w i l l  b e  p r o r a t e d  as w e l l ,  but w i l l  b e  c h a r a c t e r i z e d  as 
a d d i t i o n a l  t a x  l i a b i l i t y  to t h e  s h a r e h o l d e r s .  It is n o t  e x­
p e c t e d  t h a t  the c o r p o r a t i o n  w i l l  o p e r a t e  in s u c h  a w a y  a s  to 
g e n e r a t e  a n y  s i g n i f i c a n t  a m o u n t  o f  n e t  i n v e s t m e n t  c r e d i t  r e­
cap tu r e .

28. D i s t r i b u t i o n s  o f  c o r p o r a t e  i n c o m e  a r e  n o r m a l l y  t a x e d  as 
o r d i n a r y  i n c o m e  to the e x t e n t  t h a t  t h e y  c o n s t i t u t e  d i v i d e n d s  
p a i d  o u t  o f  t h e  e a r n i n g s  o f  the c o r p o r a t i o n .  D i s t r i b u t i o n s  in 
e x c e s s  of  the a c c u m u l a t e d  e a r n i n g s  o f  the c o r p o r a t i o n  a r e  
t r e a t e d  as a r e d u c t i o n  in the s h a r e h o l d e r ' s  b a s i s  in h i s  s t o c k  
and to the e x t e n t  t h e y  e x c e e d  t h e  s h a r e h o l d e r ' s  b a s i s  a r e  t a x e d  
at c a p i t a l  g a i n s  rates. A d d i t i o n a l  r u l e s  a r e  n e c e s s a r y  for 
d i s t r i b u t i o n s  f r o m  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n s  s i n c e  
the d i s t r i b u t i o n s  d o  n o t  b e a r  d i r e c t  r e l a t i o n s h i p  to t h e  a m o u n t  
of t a x  w h i c h  the s h a r e h o l d e r s  m a y  pay. T h e  r u l e s  o f  S e c t i o n  
1394 a r e  d e s i g n e d  to i n d i c a t e  w h e t h e r  a d i s t r i b u t i o n  of c a s h  
from a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  is a d i s t r i b u t i o n  of
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i n c o m e  w h i c h  h a s  a l r e a d y  b e e n 't a x e d  to t h e  s h a r e h o l d e r s ,  a d i s­
t r i b u t i o n  o f  c a p i t a l  r e d u c i n g  t h e  s h a r e h o l d e r ' s  b a s i s  in his 
shares, o r  a c a p i t a l  gain.

29. T h e  s h a r e h o l d e r  i n c o m e  a c c o u n t  is s i m p l y  a b o o k k e e p i n g  
e n t r y  o f  the c o r p o r a t i o n  d e s i g n e d  to k e e p  t r a c k  o f  t h e  r e l a­
t i o n s h i p  b e t w e e n  t a x a b l e  i n c o m e  o f  the G S O C  a t t r i b u t e d  to the 
s h a r e h o l d e r s  a n d  c a s h  d i s t r i b u t i o n s  b y  t h e  G S O C  to i t s  s h a r e­
hol d e r s .

30. T h e  s h a r e h o l d e r  i n c o m e  a c c o u n t  is i n c r e a s e d  a t  the c l o s e  
o f  e a c h  G S O C  t a x a b l e  y e a r  b y  a n  a m o u n t  e q u a l  to the G S O C ' s  t a x­
ab l e  i n c o m e  in o r d e r  to i n d i c a t e  t h e  t o t a l  a m o u n t  of  t a x a b l e  
i n c o m e  w h i c h  h a s  b e e n  a t t r i b u t e d  to t h e  s h a r e h o l d e r s  a n d  is 
t a x a b l e  to them.

31. T h e  s h a r e h o l d e r  i n c o m e  a c c o u n t  is d e c r e a s e d  to a m i n i m u m  
b a l a n c e  o f  z e r o  at the b e g i n n i n g  o f  e a c h  G S O C  t a x a b l e  y e a r  b y  
the a m o u n t  of d i s t r i b u t i o n s  m a d e  to t h e  s h a r e h o l d e r s  f r o m  the 
G S O C  d u r i n g  the p r i o r  year. T h u s  the a c c o u n t  w h i c h  h a s  b e e n  
i n c r e a s e d  by the a m o u n t  o f  G S O C  t a x a b l e  i n c o m e  f o r  the p r i o r  
y e a r  is  i m m e d i a t e l y  d e c r e a s e d  by  t h e  a m o u n t  o f  d i s t r i b u t i o n s  
m a d e  f r o m  the G S O C  d u r i n g  t h e  s a m e  year. A n y  b a l a n c e  r e m a i n i n g  
in the G S O C  i n c o m e  a c c o u n t  a f t e r  t h e s e  e n t r i e s  h a v e  b e e n  m a d e  
w i l l  s h o w  the a m o u n t  o f  G S O C  i n c o m e  in e x c e s s  o f  c a s h  d i s t r i b u­
ti o n s  o n  w h i c h  the G S O C  s h a r e h o l d e r s  h a v e  p a i d  tax. A  G e n e r a l  
S t o c k  O w n e r s h i p  C o r p o r a t i o n  is r e q u i r e d  b y  S e c t i o n  1396 to d i s­
t r i b u t e  at l e a s t  90% o f  its t a x a b l e  i n c o m e  for a n y  t a x a b l e  y e a r  
e n d i n g  O c t o b e r  31 s t  b y  J a n u a r y  3 1 s t  o f  t h e  f o l l o w i n g  year. A n y  
d i s t r i b u t i o n  m a d e  o n  o r  b e f o r e  J a n u a r y  3 1 s t  is t o  be t r e a t e d  a s  
if it w e r e  m a d e  as of  the c l o s e  o f  t h e  p r e c e d i n g  t a x a b l e  y e a r  
e n d i n g  O c t o b e r  31st. T h i s  m e a n s  t h a t  d i s t r i b u t i o n s  m a d e  w i t h i n  
t h r e e  m o n t h s  of the c l o s e  o f  the G S O C ' s  t a x a b l e  y e a r  w i l l  be 
t r e a t e d  as m a d e  d u r i n g  t h e  p r e c e d i n g  t a x a b l e  y e a r  for p u r p o s e s  
of  t h e  s h a r e h o l d e r  i n c o m e  a c c o u n t .

32. T o  the e x t e n t  t h a t  d i s t r i b u t i o n s  o f  t h e  G e n e r a l  S t o c k  O w n e r­
ship C o r p o r a t i o n  do n o t  e x c e e d  the a m o u n t  i n  t h e  s h a r e h o l d e r  
i n c o m e  a c c o u n t  as of the c l o s e  of t h e  t a x a b l e  y e a r  (the t a x a b l e  
i n c o m e  of the G S O C  f o r  t h e  c u r r e n t  y e a r  a n d  a n y  t a x a b l e  i n c o m e
in e x c e s s  o f  t h e  d i s t r i b u t i o n s  f r o m  p r i o r  y e a r s ) , t h e  d i s t r i b u­
tio n  w i l l  b e  t r e a t e d  a s  a d i s t r i b u t i o n  of i n c o m e  w h i c h  has a l­
re a d y  b e e n  t a x e d  to t h e  s h a r e h o l d e r s  a n d  t h e r e f o r e  w i l l  c o m e  to 
t h e  s h a r e h o l d e r s  tax free.

33. If the d i s t r i b u t i o n  s h o u l d  e x c e e d  t h e  b a l a n c e  o f  the s h a r e­
h o l d e r  i n c o m e  a c c o u n t ,  t h e  a c c o u n t  w o u l d  b e  n e t t e d  o u t  at zero 
an d  d i s t r i b u t i o n s  in e x c e s s  o f  the a c c o u n t  w o u l d  be d e a l t  w i t h  
u n d e r  S e c t i o n  301(a) o f  the I n t e r n a l  R e v e n u e  C o de. S e c t i o n  301 
p r o v i d e s  th a t  d i s t r i b u t i o n s  w h i c h  a r e  n o t  a d i v i d e n d  w i t h i n  t h e  
m e a n i n g  of  C o d e  S e c t i o n  316 (which s u c h  G S O C  d i s t r i b u t i o n s  w o u l d  
n o t  be) a r e  t r e a t e d  f i r s t  as a r e d u c t i o n  o f  the s h a r e h o l d e r ' s  
b a s i s  in  h i s  s t o c k  and, to t h e  e x t e n t  t h e  d i s t r i b u t i o n  e x c e e d s  
the s h a r e h o l d e r ' s  ba s i s ,  the d i s t r i b u t i o n  is t r e a t e d  as a c a p i­
tal gain. D i s t r i b u t i o n s  w h i c h  a r e  t r e a t e d  as a c a p i t a l  g a i n  w i l l
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e i t h e r  be  t r e a t e d  as a short' t e r m  o r  l o n g  t e r m  c a p i t a l  g a i n  d e ­
p e n d i n g  o n  the t i m e  p e r i o d  d u r i n g  w h i c h  t h e  s h a r e h o l d e r  h a s  o w n e d  
his stock.

34. S e c t i o n  116 o f  the I n t e r n a l  R e v e n u e  C o d e  p r o v i d e s  a $ 1 0 0 . 0 0  
e x c l u s i o n  for i n d i v i d u a l s  r e c e i v i n g  d i v i d e n d s  o n  c o r p o r a t e  stock. 
Th i s  p r o v i s i o n  is a s i m p l i f i e d  w a y  o f  e l i m i n a t i n g  t h e  d o u b l e  
t a x a t i o n  o f  d i v i d e n d s  f o r  t h e  r e c i p i e n t s  o f  s m a l l  d i v i d e n d  a m o u n t s .  
S i n c e  the d o u b l e  t a x a t i o n  o f  d i v i d e n d s  h a s  b e e n  c o m p l e t e l y  e l i­
m i n a t e d  f«. r a l l  s h a r e h o l d e r s  in a  G e n e r a l  S t o c k  O w n e r s h i p  C o r­
p o r a t i o n ,  it w a s  f e l t  t h a t  t h i s  a d d i t i o n a l  t a x  c o n c e s s i o n  w a s  
u n n e c e s s a r  r. T h e r e f o r e ,  t h e  i n c o m e  a t t r i b u t a b l e  to  an  i n d i v i­
dual t a x p a y e r  f r o m  a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  is not 
e l i g i b l e  for t h e  $ 1 0 0 . 0 0  d i v i d e n d  e x c l u s i o n  p r o v i d e d  b y  S e c t i o n  
116.

35. D i s t r i b u t i o n s  f r o m  t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  
of c a s h  o r  o t h e r  p r o p e r t y  m a y  n o t  d i r e c t l y  p a r a l l e l  the tax 
l i a b i l i t y  of t h e  r e s p e c t i v e  o w n e r s  o f  s t o c k  i n  a s i t u a t i o n  w h e r e  
a s a l e  of  stoc'.. o c c u r r e d  d u r i n g  t h e  t a x a b l e  year. It w a s  f e l t  
a p p r o p r i a t e  to p r o v i d e  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  w i t h  r e g u­
la t o r y  a u t h o r i t y  to d e t e r m i n e  t h e  b e s t  m e a n s  o f  a d j u s t i n g  the 
r e l a t i v e  t a x  s t a t u s e s  o f  t h e  s e l l e r  a n d  b u y e r  a n d  to e s t a b l i s h  
r u l e s  for the a l l o c a t i o n  of  d i s t r i b u t i o n  r i g h t s  b e t w e e n  t h e  two 
p a r t i e s .

36. G e n e r a l l y ,  in a c o n v e n t i o n a l  c o r p o r a t i o n ,  the b a s i s  of a 
s h a r e h o l d e r  i n  his c o r p o r a t e  s t o c k  e q u a l s  t h e  p r i c e  p a i d  for 
that stock. U p o n  a s a l e  o f  the st o c k ,  t h e  s h a r e h o l d e r  d e t e r­
m i n e s  his t a x a b l e  g a i n  b y  d e d u c t i n g  h i s  b a s i s  f r o m  the s a l e ' s  
p r o c e e d s .  It is t h i s  a m o u n t  w h i c h  is r e f e r r e d  to i n  t h e  tax 
laws as a c a p i t a l  gain. T h e  s h a r e h o l d e r  in a G e n e r a l  S t o c k  
O w n e r s h i p  C o r p o r a t i o n  w h i c h  d i s t r i b u t e s  its s t o c k  f r e e  of  c h a r g e  
to the s h a r e h o l d e r s  w i l l  h a v e  a b a s i s  in h i s  s t o c k  a t  the t i m e  
of r e c e i p t  e q u a l  to zero. In t h e  e v e n t  t h a t  d i s t r i b u t i o n  o f  the 
s t o c k  s h o u l d  r e s u l t  in a t a x  l i a b i l i t y  to the s h a r e h o l d e r  b e­
c a u s e  the I n t e r n a l  R e v e n u e  S e r v i c e  h a s  i m p u t e d  i n c o m e  to h i m  
from the r e c e i p t  o f  stock, t h e  s h a r e h o l d e r  w o u l d  r e c e i v e  a b a s i s  
in the s t o c k  e q u a l  to t h e  v a l u e  a t  w h i c h  the s t o c k  is a s s e s s e d  
for p u r p o s e s  o f  F e d e r a l  i n c o m e  t a x a t i o n .

S e c t i o n  1395 p r o v i d e s  a s p e c i a l  r u l e  for d e t e r m i n i n g  the 
b a s i s  of s t o c k  in G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n s .  A s s u m i n g  
that no i n c o m e  is i m p u t e d  to t h e  s h a r e h o l d e r  u p o n  r e c e i p t  o f  his 
s h a res, he w i l l  h a v e  a z e r o  b a s i s  in t h e  s t o c k  a t  t h e  t i m e  o f  
r e ceipt. T h e  b a s i s  in h i s  s t o c k  w i l l  t h e n  be i n c r e a s e d  for the 
a m o u n t  of G S O C  i n c o m e  w h i c h  is a t t r i b u t e d  to h i m  for t a x  p u r­
poses. T h i s  m e a n s  t h a t  a s  h e  p a y s  t a x  o n  G e n e r a l  S t o c k  O w n e r­
ship C o r p o r a t i o n  i n c o m e  t h e  b a s i s  i n  h i s  s t o c k  w i l l  i n c r e a s e .
The b a s i s  w i l l  b e  d e c r e a s e d  for d i s t r i b u t i o n s  f r o m  t h e  G e n e r a l  
S t o c k  O w n e r s h i p  C o r p o r a t i o n  r e f l e c t i n g  the s h a r e h o l d e r ' s  r e­
c e i p t  o f  i n c o m e  o n  w h i c h  h e  h a s  p a i d  tax. In the n o r m a l  c o u r s e  
of  e v e n t s ,  a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  s h a r e h o l d e r  
w i l l  h a v e  a b a s i s  i n  h i s  s t o c k  w h i c h  r e f l e c t s  the d i f f e r e n c e  
b e t w e e n  the i n c o m e  o f  t h e  c o r p o r a t i o n  o n  w h i c h  he h a s  b e e n  t a x e d
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less the c a s h  d i s t r i b u t i o n s  w h i c h  he h a s  r e c e i v e d  f r o m  the c o r­
por a t i o n .  If the c o r p o r a t i o n  d i s t r i b u t e s  a l l  o f  its t a x a b l e  
income, t h e  s h a r e h o l d e r  wi l l  c o n t i n u e  to h a v e  a ze r o  b a s i s  in 
his s t o c k  a n d  the e n t i r e  p r o c e e d s  o f  a n y  s a l e  t h e r e o f  w i l l  be 
t r e a t e d  f o r  t a x  p u r p o s e s  as  a c a p i t a l  gain.

37. In o r d e r  to a s s u r e  t h a t  the s h a r e h o l d e r s  o f  t h e  G e n e r a l  
S t o c k  O w n e r s h i p  C o r p o r a t i o n  h a v e  c a s h  o n  h a n d  s u f f i c i e n t  to 
c o v e r  the t a x  l i a b i l i t y  g e n e r a t e d  by  t h e  i n c o m e  a t t r i b u t e d  to 
t h e m  f r o m  t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n ,  t h e  c o r p o r a­
tion is r e q u i r e d  to d i s t r i b u t e  to  its s h a r e h o l d e r s  a t  l e a s t
90% o f  its t a x a b l e  i n c o m e  for t h e  y e a r  e n d i n g  O c t o b e r  3 1 s t  o n  
o r  b e f o r e  the f o l l o w i n g  J a n u a r y  31st. T h i s  d i s t r i b u t i o n  w o u l d  
n o r m a l l y  a l l o w  the s h a r e h o l d e r s  to h a v e  c a s h  o n  h a n d  to p a y  
t h e i r  p e r s o n a l  t a x e s  for the y e a r  e n d i n g  D e c e m b e r  3 1 s t  o n  t h e  
f o l l o w i n g  A p r i l  1 5 t h  w h e n  t h o s e  t a x e s  b e c o m e  due.

38. In o r d e r  to i n s u r e  t h a t  t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r­
p o r a t i o n  m a k e s  the d i s t r i b u t i o n s  r e q u i r e d  b y  S e c t i o n  1396, a 
p e n a l t y  is p r o v i d e d . f o r  f a i l u r e  to d o  so. T h i s  p e n a l t y  is an 
a d d i t i o n a l  t a x  ( d e d u c t i b l e  b y  the G e n e r a l  S t o c k  O w n e r s h i p  C o r­
por a t i o n )  e q u a l  to 20% of the a m o u n t  w h i c h  the G S O C  f a i l e d  to 
d i s t r i b u t e  o n  a t i m e l y  b a s i s .  Thus, if t h e  G e n e r a l  S t o c k  O w n e r­
ship C o r p o r a t i o n  h a d  t a x a b l e  i n c o m e  for t h e  y e a r  o f  $ 1 0 0 . 0 0
a n d  d i s t r i b u t e d  o n l y  $ 8 0 . 0 0  b y  J a n u a r y  3 1 s t  o f  the f o l l o w i n g  
year, it w o u l d  fail to c o m p l y  w i t h  the r e q u i r e m e n t s  o f  S e c t i o n  
1396. S e c t i o n  1396 r e q u i r e s  a 90% d i s t r i b u t i o n  of  t a x a b l e  i n­
co m e  a n d  w o u l d  h a v e  r e q u i r e d  the c o r p o r a t i o n  to d i s t r i b u t e  $ 9 0 . 0 0  
to its s h a r e h o l d e r s  by J a n u a r y  3 1 s t  o f  t h e  f o l l o w i n g  y e a r  r a t h e r  
than $ 8 0 . 0 0 .  A  20% tax w o u l d  be l e v i e d  o n  t h e  d i f f e r e n c e  b e­
tw e e n  the a m o u n t  w h i c h  s h o u l d  h a v e  b e e n  d i s t r i b u t e d  ($90.00) 
and the a m o u n t  w h i c h  w a s  in f a c t  d i s t r i b u t e d  ($80.00). Thus, 
the t a x  w o u l d  b e  20% o f  $10.00 o r  $ 2.00.

39. S e c t i o n  1397 s e t s  f o r t h  s p e c i a l  r u l e s  a p p l i c a b l e  to a 
G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  a n d  a n u m b e r  o f  t e c h n i c a l  
a m e n d m e n t s  to o t h e r  s e c t i o n s  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  
n e c e s s a r y  to t h e  o p e r a t i o n  o f  the G S O C  p r o v i s i o n s .

40. E a r n i n g s  a n d  p r o f i t s  is a t e c h n i c a l  t e r m  u n d e r  the I n t e r­
nal R e v e n u e  C o d e  a n d  is c o m p o s e d  e s s e n t i a l l y  of the u n d i s t r i­
but e d  r e t a i n e d  e a r n i n g s  o f  the c o r p o r a t i o n .  C u r r e n t  e a r n i n g s  
a n d  p r o f i t s  a r e  d e t e r m i n e d  o n  a n  a n n u a l  b a s i s  a n d  if u n d i s t r i­
bu t e d  a r e  a d d e d  to e a r n i n g s  a n d  p r o f i t s  g e n e r a l l y .  D i s t r i b u­
tio n s  b y  a c o r p o r a t i o n  a r e  t r e a t e d  as  d i v i d e n d s  a n d  t a x e d  as 
o r d i n a r y  i n c o m e  to t h e  e x t e n t  of a c o r p o r a t i o n ' s  e a r n i n g s  a n d  
p r o f i t s .  T h e r e f o r e ,  it is i m p o r t a n t  in d e a l i n g  w i t h  a G e n e r a l  
S t o c k  O w n e r s h i p  C o r p o r a t i o n ,  w h o s e  i n c o m e  is t a x e d  to t h e  s h a r e­
hol d e r s ,  to a s s u r e  t h a t  i n c o m e  w h i c h  is so t a x e d  is n o t  i n­
cl u d e d  in e a r n i n g s  o r  p r o f i t s .  T h i s  g e n e r a l  r u l e  s e t s  f o r t h  
th a t  p o s i t i o n  a n d  a s s u r e s  t h a t  c u r r e n t  e a r n i n g s  a n d  p r o f i t s  for 
a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  d o  n o t  i n c l u d e  i n c o m e  o f  
the c o r p o r a t i o n  w h i c h  is t a x e d  to its s h a r e h o l d e r s .
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41. W h e n  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  a u d i t s  a t a x p a y e r ,  it 
m a y  f i n d  t h a t  an o v e r p a y m e n t  to t h e  g o v e r n m e n t  has b e e n  m a d e  b y  
the t a x p a y e r  o r  t h a t  t h e  t a x p a y e r  o w e s  a d d i t i o n a l  t a x e s  to the 
g o v e r n m e n t .  It m a y  b e  s e v e r a l  y e a r s  b e f o r e  a n  a u d i t  o f  a t a x­
p a y e r  is c o m p l e t e d  a n d  a f i n a l  d e t e r m i n a t i o n  of  h i s  t a x  s t a t u s  
for a p a r t i c u l a r  y e a r  is d e t e r m i n e d .  N o r m a l l y  a n  a d j u s t m e n t  is 
m a d e  in the t a x p a y e r ' s  t a x  l i a b i l i t y  for the y e a r  b e i n g  a u d i t e d  
a n d  th a t  a d j u s t m e n t  is p a i d  b y  t h e  t a x p a y e r  o r  the g o v e r n m e n t  
in the y e a r  i n  w h i c h  the a u d i t  is c o m p l e t e d .

In t h e  c a s e  o f  a G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n ,  a u d i t  
a d j u s t m e n t s  a r e  t r e a t e d  in a m o d i f i e d  m a n n e r .  S i n c e  t h e  s h a r e­
h o l d e r s  of t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  a r e  t a x e d  
d i r e c t l y  o n  t h e  i n c o m e  o f  t h e  c o r p o r a t i o n ,  a n y  e r r o r  in the c o r­
p o r a t i o n ' s  t a x  s t a t u s  f o r  a p a r t i c u l a r  y e a r  w i l l  b e  r e f l e c t e d  
on the i n d i v i d u a l  r e t u r n s  o f  e a c h  s h a r e h o l d e r .  It w o u l d  b e  v e r y  
c l u m s y  a n d  c o m p l i c a t e d  to a d j u s t  t h e  tax s t a t u s  of  e a c h  G S O C  
s h a r e h o l d e r  for s u c h  a n  error. If a u d i t  a d j u s t m e n t s  w e r e  h a n d l e d  
in t h i s  m a n n e r ,  it m i g h t  w e l l  h a p p e n  that, h u n d r e d s  o f  t h o u s a n d s  
of s h a r e h o l d e r s  w o u l d  f i n d  t h e m s e l v e s  b e i n g  a u d i t e d  b y  the 
I n t e r n a l  R e v e n u e  S e r v i c e  b e c a u s e  o f  t h e  t a x  t r e a t m e n t  o f  a p a r­
t i c u l a r  i t e m  by t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n .  To 
a v o i d  t h i s  r e s u l t ,  a u d i t  a d j u s t m e n t s  for G e n e r a l  S t o c k  O w n e r s h i p  
C o r p o r a t i o n s  a r e  to be m a d e  at  t h e  c o r p o r a t e  l e v e l  a n d  r e f l e c t e d  
in t h e  i n c o m e  of  the c o r p o r a t i o n  for t h e  y e a r  in w h i c h  a f i nal 
d e t e r m i n a t i o n  of the t a x  a u d i t  is c o m p l e t e d .  T h i s  m e a n s  t h a t  
if the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  u n d e r s t a t e d  its 
i n c o m e  for a p a r t i c u l a r  y e a r  d u e  to t h e  e r r o r  in the t a x  t r e a t­
m e n t  of a p a r t i c u l a r  item, the a d j u s t m e n t  for th a t  e r r o r  w o u l d  
be m a d e  in the y e a r  o f  t h e  f i n a l  d e t e r m i n a t i o n  a n d  the c o r p o r a­
tion w o u l d  h a v e  a d d i t i o n a l  i n c o m e  i n  th a t  y e a r  as a r e s u l t  o f  
the a d j u s t m e n t .  In a d d i t i o n ,  t h e  c o r p o r a t i o n  m a y  be  l i a b l e  for 
i n t e r e s t  p a y m e n t s  a n d  p e n a l t i e s  w h i c h  w i l l  be c o m p u t e d  in t h e  
n o r m a l  m a n n e r  u n d e r  S e c t i o n  6601 of t h e  C ode. In the e v e n t  
t h a t  the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  o v e r s t a t e d  its i n­
c o m e  a n d  t h e r e f o r e  the s h a r e h o l d e r s  h a d  t a x  l i a b i l i t y  in e x c e s s  
of t h e  c o r r e c t  a m o u n t ,  a d j u s t m e n t s  w o u l d  be m a d e  in t h e  form 
o f  a r e d u c t i o n  to the c u r r e n t  y e a r  G e n e r a l  S t o c k  O w n e r s h i p  C o r ­
p o r a t i o n  i n c o m e  a n d  a c a s h  p a y m e n t  by t h e  g o v e r n m e n t  e q u a l  to 
the i n t e r e s t  d u e  o n  o v e r p a y m e n t s  u n d e r  I n t e r n a l  R e v e n u e  C o d e  
S e c t i o n  6611.

42. T h i s  p r o v i s i o n  a m e n d s  t h e  n e t  o p e r a t i n g  lo s s  d e d u c t i o n  p r o­
v i s i o n s  o f  S e c t i o n  172(b) to p r o v i d e  for a t e n  y e a r  c a r r y o v e r
o f  n e t  o p e r a t i n g  l o s s e s  for G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a­
tions. T h i s  m e a n s  th a t  if t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o­
ra t i o n  for a n y  y e a r  s h o u l d  i n c u r  a n e t  o p e r a t i n g  loss (total 
d e d u c t i b l e  c o s t s  of o p e r a t i o n  in e x c e s s  o f  the c u r r e n t  y e a r ' s  
income) the c o r p o r a t i o n  c a n  c a r r y  th i s  l o s s  o m e r  a n d  u s e  it as 
a d e d u c t i o n  a g a i n s t  f u t u r e  y e a r s '  i n c o m e  f o r  a p e r i o d  of ten 
y e a r s  f r o m  t h e  y e a r  in w h i c h  the l o s s  w a s  incur r e d .

43. S e c t i o n  3 4 0 2  o f  the I n t e r n a l  R e v e n u e  C o d e  p r o v i d e s  for the 
w i t h h o l d i n g  o f  t a x e s  b y  e m p l o y e r s  d i r e c t l y  f r o m  e m p l o y e e s '  p a y­
check s .  In o r d e r  to a s s u r e  t h a t  t h e  s h a r e h o l d e r s  o f  a G e n e r a l
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S t o c k  O w n e r s h i p  C o r p o r a t i o n  a r e  n o t  a t t r i b u t e d  i n c o m e  o n  w h i c h  
t h e y  a r e  u n a b l e  t o  p a y  t h e  tax, t h e  G S O C  is r e q u i r e d  to w i t h­
ho l d  f r o m  e a c h  c a s h  d i s t r i b u t i o n  t o  its s h a r e h o l d e r s  a n  a m o u n t  
e q u a l  to 25% o f  the c a s h  p a y m e n t .  T h i s  a m o u n t  w i l l  be  p a i d  to 
t he F e d e r a l  G o v e r n m e n t  a n d  be c r e d i t e d  t o  t h e  s h a r e h o l d e r s  as 
an a d v a n c e  p a y m e n t  of  t h e  tax due. T h i s  p r o v i s i o n  c r e a t e s  a 
n e w  S e c t i o n  3 4 0 2 (r) w h i c h  s e t s  f o r t h  t h e  g e n e r a l  r u l e  o n  w i t h­
h o l d i n g  a n d  t i e s  the G S O C  w i t h h o l d i n g  p r o v i s i o n s  in t o  the g e n e r a l  
r u l e s  d e a l i n g  w i t h  w i t h h o l d i n g  o n  w a g e s .  O f  p a r t i c u l a r  n o t e  
is the p r o v i s i o n  in S e c t i o n  3402(n) w h i c h  p r o v i d e s  a n  e x e m p t i o n  
from t h e  w i t h h o l d i n g  p r o v i s i o n s  f o r  i n d i v i d u a l s  w h o  h a v e  f i l e d  
a w i t h h o l d i n g  e x e m p t i o n  c e r t i f i c a t e  w i t h  t h e  G e n e r a l  S t o c k  
O w n e r s h i p  C o r p o r a t i o n  c e r t i f y i n g  t h a t  t h e  s h a r e h o l d e r  i n c u r r e d  
no t a x  l i a b i l i t y  for t h e  p r e c e d i n g  t a x a b i e  y e a r  a n d  a n t i c i p a t e s  
th a t  h e  w i l l  i n c u r  n o  t a x  l i a b i l i t y  for t h e  c u r r e n t  year.

44. T h i s  p r o v i s i o n  s i m p l y  c r o s s - r e f e r e n c e s  t h e  b a s i c  p r o v i s i o n s  
for t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  s e t  f o r t h  in S e c t i o n  
1395 b a c k  i n t o  t h e  g e n e r a l  b a s i s  p r o v i s i o n s  in  t h e  c a p i t a l  g a i n s  
s e c t i o n s  of t h e  C o d e  a t  S e c t i o n  1 0 1 6 ( a ) .

45. T h i s  p r o v i s i o n  s e t s  f o r t h  r e q u i r e m e n t s  for a n  i n f o r m a t i o n  
r e t u r n  to b e  f i l e d  b y  the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  
w i t h  t h e  I n t e r n a l  R e v e n u e  S e r v i c e .  T h i s  r e t u r n  is an  i n f o r m a t i o n  
r e t u r n  o n l y  as the G S O C  i t s e l f  is e x e m p t  f r o m  F e d e r a l  i n c o m e  
taxes. T h e  i n f o r m a t i o n  o n  the r e t u r n  m u s t  ir e l u d e  a s t a t e m e n t
o f  t h e  G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n ' s  . n c o m e  for the year, 
i n v e s t m e n t  c r e d i t s ,  the n a m e s  a n d  a d d r e s s e s  o_ t h e  s h a r e h o l d e r s ,  
the n u m b e r  o f  s h a r e s  o w n e d  b y  each, the a m o u n t  o f  G S O C  d i s t r i b u­
tions  to e a c h  s h a r e h o l d e r ,  the d a t e  of e a c h  d i s t r i b u t i o n ,  a n d  any 
o t h e r  i n f o r m a t i o n  w h i c h  t h e  S e c r e t a r y  o f  the T r e a s u r y  m a y  p r e s­
c r i b e  b y  r e g u l a t i o n .

46. F o r  p u r p o s e s  of  the s t a t u t e  o f  l i m i t a t i o n s  o n  i n c o m e  tax 
a u d i t s  a n d  c r i m e s ,  the r e t u r n  o f  a G e n e r a l  S t o c k  O w n e r s h i p  C o r­
p o r a t i o n  is to be  t r e a t e d  as a r e t u r n  f i l e d  u n d e r  C o d e  S e c t i o n
6012, w h i c h  sets f o r t h  w h o  m u s t  f i l e  i n c o m e  t a x  r e t u r n s .  O t h e r
p r o c e d u r a l  p r o v i s i o n s  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  a r e  ti e d  
into C o d e  S e c t i o n  60 1 2  so t h a t  the G e n e r a l  S t o c k  O w n e r s h i p  C o r­
p o r a t i o n  w i l l  be  c o v e r e d  b y  t h e  n o r m a l  r u l e s  r e g a r d i n g  f i l i n g  
r e q u i r e m e n t s ,  a u d i t s  a n d  t h e  r i g h t s  of t a x p a y e r s .

47. In a d d i t i o n  to f i l i n g  a n  a n n u a l  i n f o r m a t i o n  r e t u r n  w i t h  
the I n t e r n a l  R e v e n u e  S e r v i c e ,  the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o­
ra t i o n  is r e q u i r e d  to fi l e  its a n n u a l  r e p o r t  w i t h  the S e c r e t a r y  
of the T r e a s u r y .  It is c o n t e m p l a t e d  th a t  th i s  a n n u a l  r e p o r t  
w o u l d  b e  s i g n i f i c a n t l y  m o r e  d e t a i l e d  t h a n  a n o r m a l  c o r p o r a t e  
a n n u a l  r e p o r t  a n d  w o u l d  a d d r e s s  s u c h  q u e s t i o n s  as the e f f e c t  o f  
the G S O C  o n  d i s t r i b u t i o n s  o f  i n c o m e  a n d  w e a l t h ,  the l e v e l  of 
t r a n s f e r  p a y m e n t s  m a d e  o r  r e q u i r e d ,  the s o c i a l  a n d  d e m o g r a p h i c  
p r o f i l e s  of G S O C  s h a r e h o l d e r s ,  t h e  l e v e l  o f  e c o n o m i c  u n d e r­
s t a n d i n g  o f  G S O C  s h a r e h o l d e r s ,  a n d  p o s s i b l e  b e n e f i c i a l  r e v i­
sio n s  of G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  l e g i s l a t i o n .
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48. T h i s  p r o v i s i o n  s i m p l y  a m e n d s  t h e  i n d e x  a n d  t a b l e s  of the 
I n t e r n a l  R e v e n u e  C o d e  to p r o v i d e  f o r  the i n c l u s i o n  o f  S u b c h a p t e r  
U.

49. T h e  o p e r a t i v e  d a t e s  f o r  S u b c h a p t e r  U  a r e  set f o r t h  in t h i s  
p r o v i s i o n  w h i c h  m a k e s  it  c l e a r  t h a t  the S u b c h a p t e r  U c h a n g e s  
a p p l y  t o  c o r p o r a t i o n s  f o r m e d  w i t h i n  the D e c e m b e r  31, 1 9 7 8  - J a n ­
ua r y  1, 1984 t i m e  frame. It is c l e a r  f r o m  t h e  l a n g u a g e  i n  th i s  
p r o v i s i o n  t h a t  the t a x  b e n e f i t s  o f  S u b c h a p t e r  U w i l l  c o n t i n u e  
a f t e r  J a n u a r y  1, 1984, for a n y  c o r p o r a t i o n  f o r m e d  w i t h i n  t h i s  
t i m e  f r a m e  a n d  c o n t i n u i n g  to c o m p l y  w i t h  the p r o v i s i o n s  o f  S u b­
c h a p t e r  U.
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A R T I C L E S  O F  I N C O R P O R A T I O N  
OF

A L A S K A  G E N E R A L  S T O C K  O W N E R S H I P - C O R P O R A T I O N

We, the u n d e r s i g n e d  n a t u r a l  p e r s o n s ,  e a c h  b e i n g  o v e r  the 
a g e  of n i n e t e e n  (19) y e a r s ,  h a v i n g  b e e n  a p p o i n t e d  as i n c o r p o r a­
tors by  the Hon. J a y  H a m m o n d ,  G o v e r n o r  of the S t a t e  o f  A l a s k a ,  
u n d e r  the p r o v i s i o n s  o f  the A l a s k a  G e n e r a l  S t o c k  O w n e r s h i p  C o r­
p o r a t i o n  A c t  of s a i d  State, (the " A l a s k a  G S O C  A c t " ) , a n d  the 
A l a s k a  B u s i n e s s  C o r p o r a t i o n  Ac t ,  a s  a m e n d e d  b y  s a i d  A l a s k a  G S O C  
Act, a n d  as  it m a y  b e  a m e n d e d  f r o m  t i m e  to time, (the " C o r p o r a­
ti o n  A c t " ) , do h e r e b y  a d o p t  t h e  f o l l o w i n g  A r t i c l e s  o f  I n c o r p o r a­
tion:

A R T I C L E  I 

N A M E

S e c t i o n  1.01. T h e  n a m e  o f  t h i s  C o r p o r a t i o n  (the " C o r p o r a­
tion") is: A L A S K A  G E N E R A L  S T O C K  O W N E R S H I P  C O R P O R A T I O N ,  b u t  t h e
C o r p o r a t i o n  m a y  w i t h  e q u a l  p r o p r i e t y  b e  i d e n t i f i e d  as " A G S O C "  o r  
" A l a s k a  GSOC".

A R T I C L E  II 

D U R A T I O N

S e c t i o n  2.01. T h e  p e r i o d  o f  d u r a t i o n  o f  t h e  C o r p o r a t i o n  is 
p e r p e t u a l .

A R T I C L E  III 

P U R P O S E S

S e c t i o n  3.01. T h e  p u r p o s e s  f o r  w h i c h  the C o r p o r a t i o n  is 
o r g a n i z e d  are:

(a) to q u a l i f y  as a G e n e r a l  S t o c k  O w n e r s h i p  C o r­
p o r a t i o n  u n d e r  S u b c h a p t e r  U o f  t h e  I n t e r n a l  R e v e n u e  C o d e  
o f  1 954, a s  a m e n d e d ;  a n d

(b) to f u r t h e r  a n d  c a r r y  o u t  the p u r p o s e s  a n d  
a c h i e v e  t h e  o b j e c t i v e s  o f  the A l a s k a  G S O C  Act; a n d

(c) to do e v e r y t h i n g  n e c e s s a r y ,  d e s i r a b l e ,  a d v i s a b l e ,  
o r  c o n v e n i e n t  for t h e  f u r t h e r a n c e  and a c c o m p l i s h m e n t  o f  
s u c h  p u r p o s e s ;  a n d

(d) to e n g a g e  in a n y  l a w f u l  act o r  a c t i v i t y  a u t h o r­
ize d  b y  the A l a s k a  G S O C  A c t  a n d  t h e  C o r p o r a t i o n  A c t  e x c ept, 
h o w e v e r ,  t h a t  t h e  C o r p o r a t i o n  m a y  n o t  i n v e s t  in p r o p e r t i e s  
a c q u i r e d  by  it o r  for i t s  b e n e f i t  t h r o u g h  t h e  r i g h t  of 
e m i n e n t  d o m a i n .
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AR TIC LE IV

S H A R E S

S e c t i o n  4.01. T h e  a g g r e g a t e  n u m b e r  o f  s h a r e s  w h i c h  the 
C o r p o r a t i o n  s h a l l  h a v e  a u t h o r i t y  to i s s u e  is f i v e  m i l l i o n  
(5,000,000). S u c h  s h a r e s  s h a l l  b e  c o m m o n  s t o c k  o f  a s i n g l e  
class, s h a l l  b e  w i t h o u t  p a r  va l u e ,  a n d  s h a l l  b e  d e e m e d  f u l l y  
p a i d  a n d  n o n - a s s e s s a b l e  u p o n  i s s u a n c e .

A R T I C L E  V

I S S U A N C E  A N D  T R A N S F E R  O F  S H A R E S

S e c t i o n  5.01. T h e  r i g h t s ,  p r e f e r e n c e s ,  l i m i t a t i o n s ,  a n d  
t e r m s  a n d  c o n d i t i o n s  f o r  the i s s u a n c e  a n d  t r a n s f e r a b i l i t y  of 
the c o m m o n  s t o c k  o f  t h e  C o r p o r a t i o n  a r e  as fo l l o w s :

(a) s h a r e s  o f  the C o r p o r a t i o n  m a y  b e  i s s u e d  o n l y  to 
e l i g i b l e  i n d i v i d u a l s  as d e f i n e d  b y  t h e  A l a s k a  G S O C  Act;

(b) s h a r e h o l d e r s  o f  t h e  C o r p o r a t i o n  m u s t  be  n a t u r a l  
p e r s o n s ;

(c) i n i t i a l  i s s u a n c e  o f  s h a r e s  o f  t h e  C o r p o r a t i o n  
w i l l  b e  m a d e  o n  t h e  b a s i s  o f  a t  l e a s t  o n e  (1) s h a r e  to 
e a c h  e l i g i b l e  i n d i v i d u a l  w h o  q u a l i f i e d  as s u c h  o n  t h e  d a t e  
o f  i s s u a n c e ;

(d) e a c h  such e l i g i b l e  i n d i v i d u a l  w i l l  h a v e  a p e r i o d  
o f  o n e  (1 ) y e a r  f r o m  the d a t e  o f  i s s u a n c e  t o  e l e c t  n o t
to r e c e i v e  the share(s) a l l o c a t e d  to him;

(e) s h a r e s  r e g i s t e r e d  in t h e  n a m e  of  e a c h  e l i g i b l e  
i n d i v i d u a l  u p o n  o r i g i n a l  i s s u e  w i l l  be h e l d  in e s c r o w  by 
the C o r p o r a t i o n  for a p e r i o d  o f  f i v e  (5) y e a r s  f r o m  the 
d a t e  o f  i s s u a n c e  o r  u n t i l  the s h a r e h o l d e r  s h a l l  r e a c h  the 
a g e  o f  m a j o r i t y ,  as d e f i n e d  b y  A l a s k a  law, o r  u n t i l  the 
s h a r e h o l d e r  s h a l l  h a v e  c o m p l i e d  w i t h  a l l  r e a s o n a b l e  r u l e s  
a n d  r e g u l a t i o n s  o f  A G S O C  p e r t a i n i n g  to the r e l e a s e  o f  
s u c h  s h a r e s  f r o m  e s c r o w ,  w h i c h e v e r  o f  s a i d  e v e n t s  s h a l l  
be the l a s t  to o c c u r ,  e x c e p t  in  t h e  e v e n t  o f  d e a t h  o f  the 
s h a r e h o l d e r  or  u p o n  the s h a r e h o l d e r  c e a s i n g  to b e  a r e s i­
d e n t  of t h e  S t a t e  o f  A l a s k a .  S h a r e s  a c q u i r e d  b y  e a c h  
e l i g i b l e  i n d i v i d u a l  u p o n  o r i g i n a l  i s s u e  by A G S O C  s hall 
n o t  b e  sold, p l e d g e d ,  a s s i g n e d ,  m o r t g a g e d ,  s u b j e c t e d  to 
e n c u m b r a n c e ,  v o l u n t a r i l y  o r  i n v o l u n t a r i l y ,  o r  o t h e r w i s e  
t r a n s f e r a b l e  by the s h a r e h o l d e r  p r i o r  to t h e  e x p i r a t i o n  
o f  the f i v e  (5) y e a r  p e r i o d  a f t e r  i n i t i a l  i s s u a n c e ,  n o r  
u n t i l  the s h a r e h o l d e r  s h a l l  r e a c h  t h e  a g e  o f  m a j o r i t y ,
as d e f i n e d  b y  A l a s k a  law, o r  u n t i l  the s h a r e h o l d e r  s hall 
h a v e  c o m p l i e d  w i t h  all r e a s o n a b l e  r u l e s  and r e g u l a t i o n s  
of A G S O C  p e r t a i n i n g  to the r e l e a s e  of  s u c h  s h a r e s  f r o m  
e s c r o w ,  w h i c h e v e r  o f  s a i d  e v e n t s  s h a l l  b e  t h e  l a s t  to
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o c c u r ,  e x c e p t  in the e v e n t  of  d e a t h  of the s h a r e h o l d e r  
o r  u p o n  the s h a r e h o l d e r  c e a s i n g  to be a r e s i d e n t  of the 
S t a t e  o f  A l a s k a ;

(f) d u r i n g  the f i r s t  f i v e  (5) y e a r s  f o l l o w i n g  i n i­
tia l  i s s u a n c e ,  the C o r p o r a t i o n  s h a l l  h a v e  a r i g h t  o f  f i r s t  
r e f u s a l  to p u r c h a s e  a n y  s h a r e s  of  the C o r p o r a t i o n  p r o p o s e d  
to be t r a n s f e r r e d ,  o t h e r  t h a n  b y  gift, by  w i ll, o r  b y  the 
l a w s  o f  d e s c e n t  a n d  d i s t r i b u t i o n ,  at a p r i c e  e x e r c i s a b l e  
in the m a n n e r  s e t  f o r t h  i n  the B y - L a w s  of the C o r p o r a t i o n ;

(g) no s h a r e  o f  t h e  C o r p o r a t i o n  m a y  b e  t r a n s f e r r e d  
by  a s h a r e h o l d e r :

(1) to a n y  i n d i v i d u a l  who, as of the d a t e  of
t r a n s f e r ,  is n o t  a r e s i d e n t  o f  the S t a t e  o f  A l a s k a ;

(2) to a n y  i n d i v i d u a l  who, a f t e r  the t r a n s f e r ,
w o u l d  o w n  m o r e  t h a n  ten (10) s h a r e s  of the C o r p o r a -  
t ion;

(h) u p o n  the d e a t h  o f  a s h a r e h o l d e r ,  a f t e r  the f i r s t  
fi v e  (5) y e a r s  f o l l o w i n g  i s s u a n c e  o r  in the e v e n t  the C o r­
p o r a t i o n  d o e s  n o t  e x e r c i s e  its r i g h t  o f  f i r s t  r e f u s a l  to 
p u r c h a s e  d u r i n g  s a i d  f i v e  (5) y e a r  p e r i o d ,  o w n e r s h i p  of 
h i s  s h a r e s  s h a l l  b e  t r a n s f e r r e d  in a c c o r d a n c e  w i t h  his 
l a s t  w i l l  a n d  t e s t a m e n t  o r  u n d e r  t h e  a p p l i c a b l e  laws of 
i n t e s t a c y ,  e x c e p t  that:

(1) s h a r e s  m a y  b e  t r a n s f e r r e d  o n l y  to a r e s i­
d e n t  o f  the S t a t e  of  A l a s k a ;  a n d

(2) in t h e  e v e n t  a d e c e a s e d  s h a r e h o l d e r  f a i l s  
to d i s p o s e  o f  h i s  s h a r e  o r  s h a r e s  b y  w i l l  a n d  has no 
h e i r s  w h o  a r e  n a t u r a l  p e r s o n s  u n d e r  the a p p l i c a b l e  
l a w s  o f  i n t e s t a c y  w h o  a r e  r e s i d e n t s  of A l a s k a ,  s u c h  
s h a r e  o r  s h a r e s  s h a l l  e s c h e a t  to the C o r p o r a t i o n ;

(i) no s h a r e h o l d e r  s h a l l  h a v e  a p r e e m p t i v e  r i g h t  
to a c q u i r e  a d d i t i o n a l  o r  t r e a s u r y  s h a r e s  of the C o r p o r a­
t i o n  ;

(j) e x c e p t  in the c a s e  o f  s h a r e s  o w n e d  by m i n o r s  
a n d  as m a y  b e  o t h e r w i s e  p r o v i d e d  i n  the B y - L a w s  o f  the 
C o r p o r a t i o n  as to s h a r e s  p u r c h a s e d  a n d  h e l d  in g e n e r a l  
a c c o u n t  e s c r o w  by  the C o r p o r a t i o n ,  e a c h  s h a r e  of  c o m m o n  
s t o c k  s h a l l  be e n t i t l e d  to o n e  (1) v o t e  o n  e a c h  m a t t e r  
s u b m i t t e d  to a v o t e  a t  a m e e t i n g  o f  s h a r e h o l d e r s .  No 
s h a r e  o f  c o m m o n  s t o c k  s h a l l  b e  e n t i t l e d  to v o t e  a t  any 
m e e t i n g  o f  s h a r e h o l d e r s  if s u c h  share, at the t i m e  of 
s u c h  m e e t i n g ,  is o w n e d  o r  h e l d  in v i o l a t i o n  of the p r o v i­
si o n s  o f  t h e  A l a s k a  G S O C  Ac t ,  o r  i n  v i o l a t i o n  of t h e s e  
A r t i c l e s  o r  the B y - L a w s  as  e s t a b l i s h e d  b y  t h e  B o a r d  of  
D i r e c t o r s ,  o r  o f  a n y  r u l e  o r  r e g u l a t i o n  p r o m u l g a t e d  by 
t he C o r p o r a t i o n  t h e r e u n d e r ;
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(k) t h e  p r e s e n c e  in p e r s o n  or b y  p r o x y  o f  the 
h o l d e r s  o f  o n e - t h i r d  (l/3rd) (or s u c h  g r e a t e r  n u m b e r  as 
m a y  b e  f i x e d  b y  s t a t u t e  o r  b y  t h e  B y - L a w s  in a n y  case) 
o f  the o u t s t a n d i n g  s h a r e s  o f  s t o c k  of t h e  C o r p o r a t i o n  
e n t i t l e d  to v o t e  s h a l l  be  n e c e s s a r y  to, a n d  shall, c o n­
st i t u t e  a q u o r u m  a t  a n y  m e e t i n g  of  s h a r e h o l d e r s .  W h e n  
a q u o r u m  is p r e s e n t ,  t h e  a f f i r m a t i v e  v o t e  of  a m a j o r i t y  
o f  s h a r e s  r e p r e s e n t e d  at  t h e  m e e t i n g ,  in p e r s o n  o r  b y  
pr o x y ,  a n d  e n t i t l e d  to v o t e  o n  t h e  s u b j e c t  m a t t e r  s hall 
be the a c t  o f  t h e  s h a r e h o l d e r s .  P r o v i d e d ,  h o w e v e r ,  t h a t  
t h e s e  A r t i c l e s  c a n  o n l y  b e  a m e n d e d  b y  t h e  a f f i r m a t i v e  
v o t e  o f  t w o - t h i r d s  (2/3rds) o f  t h e  s h a r e s  p r e s e n t  o r  r e ­
p r e s e n t e d  b y  p r o x y  a t  a m e e t i n g  a n d  e n t i t l e d  to v o t e  
t h e r e a t ;  a n d

(1) t h e  s h a r e s  of  s t o c k  of t h e  C o r p o r a t i o n  m a y  n o t  
be c u m u l a t i v e l y  voted.

S e c t i o n  5.02. T h e  h o l d e r s  o f  t h e  C o r p o r a t i o n ' s  s h a r e s  
s h a l l  be  e n t i t l e d  to r e c e i v e ,  w h e n  a n d  as  d e c l a r e d  b y  t h e  B o a r d  
of D i r e c t o r s ,  d i v i d e n d s  e i t h e r  i n  cash, in p r o p e r t y ,  o r  in 
s h a r e s  of s t o c k  o f  the C o r p o r a t i o n .

S e c t i o n  5.03. E a c h  s h a r e  o f  c o m m o n  s t o c k  s h a l l  v e s t  in 
the h o l d e r  a l l  r i g h t s  o f  a s h a r e h o l d e r  in a b u s i n e s s  c o r p o r a­
tion o r g a n i z e d  u n d e r  the A l a s k a  B u s i n e s s  C o r p o r a t i o n  A c t  a n d  
the A l a s k a  G S O C  Act.

A R T I C L E  VI

MANAGEMENT

S e c t i o n  6.01. T h e  m a n a g e m e n t  of t h e  C o r p o r a t i o n  s h a l l  be  
v e s t e d  in a B o a r d  o f  D i r e c t o r s .  S u b j e c t  to t h e  p r o v i s i o n s  o f  
the A l a s k a  G S O C  A c t  r e s p e c t i n g  q u a l i f i c a t i o n s  o f  d i r e c t o r s ,  the 
n u m ber, t e r m s  a n d  m e t h o d  of e l e c t i o n  o f  d i r e c t o r s  s h a l l  be as 
p r e s c r i b e d  in the B y - L a w s  of the C o r p o r a t i o n .

A R T I C L E  V I I  

D I R E C T O R S

S e c t i o n  7.01. T h e  n u m b e r  o f  d i r e c t o r s  c o n s t i t u t i n g  the 
i n i t i a l  B o a r d  o f  D i r e c t o r s  o f  the C o r p o r a t i o n  s h a l l  be n i n e  (9). 
The d i r e c t o r s  s h a l l  be d i v i d e d  i n t o  t h r e e  (3) c l a s s e s ,  C l a s s  
One, C l a s s  Two, a n d  C l a s s  Three, e a c h  c o n s i s t i n g  of  t h r e e  (3) 
d i r e c t o r s .  C l a s s  O n e  d i r e c t o r s  s h a l l  e a c h  h a v e  a t e r m  of o n e  
(1) y e a r  a n d  u n t i l  t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  q u a l i f i e d ;  
C l a s s  T w o  d i r e c t o r s  s h a l l  h a v e  a t e r m  o f  t w o  (2) y e a r s  a n d  
u n t i l  t h e i r  s u c c e s s o r s  are e l e c t e d  a n d  q u a l i f i e d ,  a n d  C l a s s  
T h r e e  d i r e c t o r s  s h all e a c h  h a v e  a t e r m  o f  t h r e e  (3) y e a r s  a n d  
u n t i l  t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  q u a l i f i e a .  T h e  n a m e s  
and a d d r e s s e s  o f  t h e  p e r s o n s  w h o  a r e  to s e r v e  as the i n i t i a l  
d i r e c t o r s  u n t i l  t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  q u a l i f i e d  are:
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AR TIC LE V I I I

O F F I C E  A N D  A G E N T

S e c t i o n  8.01. T h e  a d d r e s s  of  the C o r p o r a t i o n ' s  i n i tial 
r e g i s t e r e d  o f f i c e  s hall be:

S e c t i o n  8.02. The n a m e  of the C o r p o r a t i o n ' s  i n i t i a l  
r e g i s t e r e d  a g e n t  is:

A R T I C L E  IX 

A M E N D M E N T S

S e c t i o n  9.01. S u b j e c t  to the A l a s k a  G S O C  Ac t ,  t h e s e  A r t i­
c l e s  m a y  be  a m e n d e d ,  r e s t a t e d  o r  r e p e a l e d  f r o m  t i m e  to ti m e  in 
a c c o r d a n c e  w i t h  the C o r p o r a t i o n  Act.



S e c t i o n  10.01. T h e  n a m e s  a n d  a d d r e s s e s  o f  the i n c o r p o r a­
tors are:

1 .

AR TIC LE X

2 .

3.

4.

5.

6 .

7.

8 .

9.

IN W I T N E S S  W H E R E O F ,  the i n c o r p o r a t o r s  h a v e  h e r e u n t o  set 
t h e i r  h a n d s  t h i s  ______  da y  o f    , 1979.

-  107 -





BY-LAWS

OF

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



TABLE OF CONTENTS*

S e c t i o n  1.01 R e g i s t e r e d  O f f i c e  ..........................  112
S e c t i o n  1. 0 2  O t h e r  O f f i c e s  ...............................  112

A R T I C L E  II S H A R E H O L D E R S  .................................  112

S e c t i o n  2.01 M e e t i n g s  ......................................  112
S e c t i o n  2. 0 2  A n n u a l  M e e t i n g  ..............................  112
S e c t i o n  2.03 S p e c i a l  M e e t i n g s  ...........................  112
S e c t i o n  2.04 A d j o u r n m e n t s  ................................. 113
S e c t i o n  2.05 N o t i c e  o f  W a i v e r  of N o t i c e  ...............  113
S e c t i o n  2.06 Q u o r u m  .........................................  113
S e c t i o n  2.07 O r g a n i z a t i o n  .................................  113
S e c t i o n  2.08 O r d e r  of  B u s i n e s s  ..........................  114
S e c t i o n  2.09 V o t i n g  - V o t i n g  L i s t  - P r o x i e s  .........  114
S e c t i o n  2. 1 0  I n s p e c t o r s  of  E l e c t i o n  ...................  115
S e c t i o n  2.11 E l e c t i o n  of  D i r e c t o r s  ....................  115
S e c t i o n  2.12 A p p o i n t m e n t  o f  I n d e p e n d e n t  P u b l i c

A c c o u n t a n t s  ............................... 116

A R T I C L E  III B O A R D  O F  D I R E C T O R S ... ....................... 116

S e c t i o n  3.01 G e n e r a l  P o w e r s  ..............................  116
S e c t i o n  3. 0 2  N u m b e r ,  T e r m  of  O f f i c e  and

Q u a l i f i c a t i o n s  ..........................  116
S e c t i o n  3. 0 3  T h e  C h a i r m a n  of  the B o a r d  ............... 117
S e c t i o n  3.04 O r g a n i z a t i o n  of D i r e c t o r s '

M e e t i n g s  ................................... 117
S e c t i o n  3. 0 5  R e s i g n a t i o n s  ................................. 117
S e c t i o n  3.06 R e g u l a r  M e e t i n g s  ...........................  117
S e c t i o n  3.07 S p e c i a l  M e e t i n g s  ...........................  117
S e c t i o n  3.08 Q u o r u m ,  M a n n e r  o f  A c t i n g  a n d

A d j o u r n m e n t  ..............................  118
S e c t i o n  3.09 S p e c i a l  M e e t i n g s  for F i l l i n g

V a c a n c i e s  in B o a r d  ..................... 118
S e c t i o n  3.10 C o m p e n s a t i o n  ................................. 119
S e c t i o n  3.11 O u t s i d e  I n t e r e s t s  of  D i r e c t o r s  ........ 119

A R T I C L E  IV C O M M I T T E E S  ...................................  119

S e c t i o n  4. 0 1  E x e c u t i v e  C o m m i t t e e  .......................  119
S e c t i o n  4 . 0 2  C o m m i t t e e  o n  C o n f l i c t s  o f  I n t e r e s t  .. 119
S e c t i o n  4. 0 3  C o m m i t t e e  o n  C o m p e n s a t i o n  and

E m p l o y e e  B e n e f i t  A r r a n g e m e n t s  ...... 120
S e c t i o n  4.04 A u d i t  C o m m i t t e e  ............................  120
S e c t i o n  4 . 0 5  C o m m i t t e e s  in G e n e r a l  ....................  121
S e c t i o n  4 . 0 6  C o m m i t t e e  P r o c e d u r e  .......................  121

* T h i s  T a b l e  of C o n t e n t s  is not a p a r t  o f  t h e  By - L a w s .

AR TICLE I  OFFICES ............................................................................  112

-  1 1 0  -



TABLE OF CONTENTS (CONTINUED)

A R T I C L E  V  O F F I C E R S  ......................................  121

S e c t i o n  5.01 O f f i c e r s  ......................................  121
S e c t i o n  5.02 E l e c t i o n ,  T e r m  o f  O f f i c e  and

Q u a l i f i c a t i o n s  ..........................  121
S e c t i o n  5.03 R e m o v a l  ........................................ 122
S e c t i o n  5.04 R e s i g n a t i o n  ..................................  122
S e c t i o n  5.05 V a c a n c i e s  .....................................  122
S e c t i o n  5.06 T h e  P r e s i d e n t  ...............................  122
S e c t i o n  5.07 T h e  V i c e  P r e s i d e n t s  .......................  122
S e c t i o n  5.08 T h e  S e c r e t a r y   ........................  122
S e c t i o n  5.09 T h e  T r e a s u r e r  ...............................  123
S e c t i o n  5.10 C o m p t r o l l e r  ..................................  123
S e c t i o n  5.11 D u t i e s  of O f f i c e r s  M a y  b e  D e l e g a t e d  . 123
S e c t i o n  5.12 C o m p e n s a t i o n  ................................. 123
S e c t i o n  5.13 O u t s i d e  I n t e r e s t s  o f  O f f i c e r s  a n d

E m p l o y e e s  .................................  123

A R T I C L E  VI H A R E S  A N D  T H E I R  I S S U A N C E  A N D
T R A N S F E R ................................... 124

S e c t i o n  6.01 C e r t i f i c a t e s  of S h a r e s  ..............  124
S e c t i o n  6.02 D e c l a r a t i o n s  R e q u i r e d  ..............  125
S e c t i o n  6.03 T r a n s f e r  o f  S t o c k ........... ..............  125
S e c t i o n  6.04 R i g h t  o f  F i r s t  R e f u s a l  by

C o r p o r a t i o n  .............................. 125
S e c t i o n  6.05 Lost, D e s t r o y e d  a n d  M u t i l a t e d

C e r t i f i c a t e s..............................  126
S e c t i o n  6.06 R e g u l a t i o n s  ..................................  126
S e c t i o n  6.07 C l o s i n g  T r a n s f e r  B o o k s  - F i x i n g

R e c o r d  Date, E t c ........................... 126
S e c t i o n  6.08 C o r p o r a t e  R e c o r d s  .......................... 127

A R T I C L E  V I I  S E A L ............................................ 127

A R T I C L E  V I I I  I N D E M N I F I C A T I O N  ............................. 127

A R T I C L E  I X  A M E N D M E N T S  ...................................  129



B Y - L A W S
O F

ALASKA GENERAL STOCK OWNERSHIP CORPORATION

A R T I C L E  I 

O F F I C E S

S e c t i o n  1.01. R e g i s t e r e d  O f f i c e . T h e  r e g i s t e r e d  o f f i c e
of the C o r p o r a t i o n  s h a l l  b e  in the C i t y  of ,
A l a s k a .

S e c t i o n  1.02. O t h e r  O f f i c e s . T h e  C o r p o r a t i o n  m a y  a l s o
h a v e  o f f i c e s  at s u c h  o t h e r  p l a c e s ,  e i t h e r  w i t h i n  o r  w i t h o u t  the
S t a t e  o f  A l a s k a ,  as t h e  B o a r d  o f  D i r e c t o r s  m a y  f r o m  t i m e  to 
t i m e  a u t h o r i z e .

A R T I C L E  II 

S H A R E H O L D E R S

S e c t i o n  2.01. M e e t i n g s . A n n u a l  a n d  s p e c i a l  m e e t i n g s  of 
the s h a r e h o l d e r s  e n t i t l e d  to' v o t e  s h a l l  b e  h e l d  at t h e  C o r p o r a­
ti o n ' s  p r i n c i p a l  p l a c e  o f  b u s i n e s s  in  ,
A l a s k a ,  o r  at s u c h  o t h e r  p l a c e  w i t h i n  o r  w i t h o u t  the S t a t e  of 
A l a s k a  a s  the B o a r d  o f  D i r e c t o r s  m a y  f r o m  t i m e  to ti m e  d e t e r m i n e .

S e c t i o n  2.02. A n n u a l  M e e t i n g . T h e  a n n u a l  m e e t i n g  of  the 
s h a r e h o l d e r s  for the e l e c t i o n  o f  d i r e c t o r s  s h a l l  be h e l d  a t
■   l o c a l  t i m e  at t h e  p l a c e  o f  m e e t i n g  o n  the _________________
a f t e r  t h e  f i r s t  ___________________  in   o f  e a c h  year,
o r  if t h a t  d a y  s h a l l  be  a h o l i d a y  a t  the p l a c e  o f  the m e e t i n g ,  
th e n  o n  the n e x t  s u c c e e d i n g  b u s i n e s s  day. F a i l u r e  to h o l d  the 
a n n u a l  m e e t i n g  a t  the d e s i g n a t e d  t i m e  shall n o t  w o r k  a n y  f o r­
fe i t u r e  o r  d i s s o l u t i o n  o f  the C o r p o r a t i o n ,  b u t  if the m e e t i n g  
s hall n o t  be  c a l l e d  a n d  h e l d  w i t h i n  t h r e e  (3) m o n t h s  a f t e r  the 
t i m e  t h e r e f o r  as a b o v e  p r o v i d e d ,  f i v e  p e r c e n t  (5%) o f  the s h a r e­
h o l d e r s  by w r i t t e n  p e t i t i o n  f i l e d  w i t h  the S e c r e t a r y  o f  t h e  C o r ­
p o r a t i o n  at l e a s t  t h i r t y  (30) d a y s  b e f o r e  the d a t e  p r o p o s e d  for
s u c h  m e e t i n g  m a y  c a l l  s u c h  m e e t i n g  in _________________________________ ,
A l a s k a .

S e c t i o n  2.03. S p e c i a l  M e e t i n g s . A  s p e c i a l  m e e t i n g  o f  the 
s h a r e h o l d e r s  m a y  b e  r e q u e s t e d  at  a n y  t i m e  by the C h a i r m a n  o f  
the Board, t h e  P r e s i d e n t ,  o r  the B o a r d  o f  D i r e c t o r s ,  o r  b y  
h o l d e r s  of n o t  le s s  t h a n  o n e - f i f t h  (l/5th) o f  all t h e  s h a r e s  
of s t o c k  o f  the C o r p o r a t i o n  o u t s t a n d i n g  a n d  e n t i t l e d  to v o t e  
at s u c h  m e e t i n g .  U p o n  a n y  s u c h  r e q u e s t ,  it s h a l l  be t h e  d u t y  
of  the S e c r e t a r y  p r o m p t l y  to c a l l  s u c h  s p e c i a l  m e e t i n g  to b e  
h e l d  o n  s u c h  d a t e  as the S e c r e t a r y  m a y  fix, g i v i n g  n o t i c e  t h e r e­
of in a c c o r d a n c e  w i t h  S e c t i o n  2. 0 5  o f  t h e s e  B y - L a w s .  If t h e  
S e c r e t a r y  s hall n e g l e c t  o r  r e f u s e  to i s s u e  s u c h  c a ll, t h e  C h a i r­
man  of  t h e  Bo a r d ,  the P r e s i d e n t ,  o r  the B o a r d  o f  D i r e c t o r s ,  or
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th e  p e r s o n  o r  p e r s o n s  m aking th e  r e q u e s t ,  may so  do .

S e c t i o n  2.04. A d j o u r n m e n t s . A n y  a n n u a l  o r  s p e c i a l  m e e t i n g  
of  s h a r e h o l d e r s  m a y  b e  a d j o u r n e d  f r o m  t i m e  to t i m e  by  a m a j o r i t y  
of t h e  v o t e s  o f  t h e  s h a r e h o l d e r s  p r e s e n t  in p e r s o n  o r  r e p r e­
se n t e d  b y  p r o x y  a t  the m e e t i n g  a n d  e n t i t l e d  to v o t e  thereat.

S e c t i o n  2.05. N o t i c e  or W a i v e r  o f  N o t i c e . E x c e p t  as 
h e r e i n a f t e r  o t h e r w i s e  p r o v i d e d ,  n o t i c e  o f  e a c h  m e e t i n g  of the 
s h a r e h o l d e r s ,  w h e t h e r  a n n u a l  o r  s p ecial, s h all be g i v e n  to e a c h  
s h a r e h o l d e r  o f  r e c o r d  e n t i t l e d  to v o t e  at  s u c h  m e e t i n g  by d e­
l i v e r i n g  a w r i t t e n  o r  p r i n t e d  n o t i c e  t h e r e o f  to h i m  p e r s o n a l l y  
o r  by  m a i l i n g  o r  t e l e g r a p h i n g  s u c h  n o t i c e  to him, c h a r g e s  p r e­
paid, a d d r e s s e d  to h i m  at  his a d d r e s s  as it a p p e a r s  o n  the b o o k s  
of t h e  C o r p o r a t i o n ,  n o t  l e s s  t h a n  t e n  (10) d a y s  (or s u c h  g r e a t e r  
p e r i o d  as m a y  be r e q u i r e d  b y  l a w  in a p a r t i c u l a r  case) a n d  not 
m o r e  t h a n  f i f t y  (50) d a y s  b e f o r e  the d a y  o n  w h i c h  the m e e t i n g  
is to be  held. E v e r y  s u c h  n o t i c e  s h a l l  s t a t e  the p l a c e ,  d a y  
and h o u r  of  t h e  m e e t i n g  and, in the c a s e  o f  s p e c i a l  m e e t i n g s ,  
s t a t e  t h e  b u s i n e s s  co be t r a n s a c t e d  at, a n d  t h e  p u r p o s e  of, the 
m e e t i n g .  A t t e n d a n c e  b y  a n y  s h a r e h o l d e r ,  in p e r s o n  o r  by proxy, 
at a n y  m e e t i n g  of w h i c h  he  is e n t i t l e d  to n o t i c e  s h a l l  c o n s t i­
tute a w a i v e r  b y  h i m  o f  n o t i c e  o f  s u c h  m e e t i n g  e x c e p t  w h e r e  
su c h  a t t e n d a n c e  is for the e x p r e s s  p u r p o s e  o f  o b j e c t i n g  to the 
t r a n s a c t i o n  o f  a n y  b u s i n e s s  b e c a u s e  t h e  m e e t i n g  w a s  n o t  l a w­
ful l y  c a l l e d  o r  c o n v e n e d .  A  w r i t t e n  w a i v e r  o f  n o t i c e  of a n y  
m e e t i n g  s i g n e d  by a p e r s o n  o r  p e r s o n s  e n t i t l e d  to s u c h  notice, 
w h e t h e r  b e f o r e  o r  a f t e r  t h e  t i m e  s t a t e d  th e r e i n ,  s h all be d e e m e d  
e q u i v a l e n t  to g i v i n g  o f  s u c h  n o t i c e  to s u c h  p e r s o n  or  p e r s o n s .  
W h e n  a m e e t i n g  is a d j o u r n e d  it s h all not b e  n e c e s s a r y  e x c e p t  
w h e n  r e q u i r e d  b y  l a w  to g i v e  a n y  n o t i c e  o f  t h e  a d j o u r n e d  m e e t i n g  
or o f  t h e  b u s i n e s s  to be  t r a n s a c t e d  c h e r e a t  o t h e r w i s e  t h a n  by 
a n n o u n c e m e n t  a t  t h e  m e e t i n g  at  w h i c h  s u c h  a d j o u r n m e n t  is taken.

S e c t i o n  2.06. Q u o r u m . A  s h a r e h o l d e r s '  m e e t i n g  s hall not 
be o r g a n i z e d  for the t r a n s a c t i o n  of b u s i n e s s  u n l e s s  a q u o r u m  is 
p r e s e n t .  T h e  p r e s e n c e  in p e r s o n  o r  by p r o x y  o f  t h e  h o l d e r s  of 
o n e - t h i r d  (l/3rd) o f  t h e  o u t s t a n d i n g  s h a r e s  of s t o c k  of  t h e  C o r­
p o r a t i o n  e n t i t l e d  to v o t e  s h a l l  b e  n e c e s s a r y  to, a n d  shall, c o n­
st i t u t e  a q u o r u m .  P r o v i d e d ,  h o w e v e r ,  t h a t  if a q u o r u m  is f o u n d  
to e x i s t  a t  a n y  d u l y  o r g a n i z e d  m e e t i n g ,  a q u o r u m  shall be d e e m e d  
to c o n t i n u e  to e x i s t  u n t i l  final a d j o u r n m e n t  o f  s u c h  m e e t i n g ,  
w h e t h e r  o n  t h e  s a m e  d a y  or a l a t e r  day, n o t w i t h s t a n d i n g  the 
w i t h d r a w a l  of the h o l d e r s  of  e n o u g h  s h a r e s  to l e a v e  l e s s  t h a n  
the n u m b e r  n e c e s s a r y  to c o n s t i t u t e  a q u o r u m .

S e c t i o n  2.07. O r g a n i z a t i o n . A t  e a c h  m e e t i n g  of the s h a r e­
ho l d e r s  t h e  C h a i r m a n  o f  the B o a r d  o r  the P r e s i d e n t ,  o r  in the 
a b s e n c e  o f  t h e  C h a i r m a n  of the B o a r d  a n d  the P r e s i d e n t ,  a c h a i r­
man  c h o s e n  b y  a m a j o r i t y  o f  the v o t e s  o f  the s h a r e h o l d e r s  p r e s e n t  
in p e r s o n  o r  r e p r e s e n t e d  by p r o x y  at t h e  m e e t i n g  a n d  e n t i t l e d  to 
vote t h e r e a t  s h a l l  a c t  as c h a i r m a n  o f  s u c h  m e e t i n g  a n d  p r e s i d e  
thereat. T h e  S e c r e t a r y  o f  the C o r p o r a t i o n ,  o r  in his a b s e n c e ,  
an A s s i s t a n t  S e c r e t a r y ,  s h a l l  a c t  as s e c r e t a r y  a t  a l l  m e e t i n g s  
of the s h a r e h o l d e r s .  I n  the a b s e n c e  f r o m  a n y  su c h  m e e t i n g  of
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the S e c r e t a r y  a n d  all the A s s i s t a n t  S e c r e t a r i e s ,  the c h a i r m a n  o f  
the m e e t i n g  m a y  a p p o i n t  a n y  p e r s o n  to a c t  as s e c r e t a r y  of the 
m e e t i n g .

S e c t i o n  2.08. O r d e r  o f  B u s i n e s s . T h e  o r d e r  o f  b u s i n e s s  
to be f o l l o w e d  at  a n y  m e e t i n g  at w h i c h  a q u o r u m  is p r e s e n t  s h a l l  
be as e s t a b l i s h e d  by the c h a i r m a n  o f  t h e  m e e t i n g ,  u n l e s s  o b j e c­
tion t h e r e t o  s h all be  m a d e  b y  a s h a r e h o l d e r ,  i n  w h i c h  e v e n t  the 
o r d e r  o f  b u s i n e s s  s h all be e s t a b l i s h e d  b y  a m a j o r i t y  o f  the 
v o t e s  o f  the s h a r e h o l d e r s  p r e s e n t  in p e r s o n  o r  r e p r e s e n t e d  b y  
p r o x y  a t  the m e e t i n g  a n d  e n t i t l e d  to v o t e  thereat.

S e c t i o n  2.09. V o t i n g  - V o t i n g  L i s t  - P r o x i e s .

(a) E x c e p t  as in the A r t i c l e s  o f  I n c o r p o r a t i o n  o r  t h e s e  
B y - L a w s  o r  by a p p l i c a b l e  l a w  o t h e r w i s e  p r o v i d e d ,  e v e r y  s h a r e­
h o l d e r  of  r e c o r d  e n t i t l e d  to  v o t e  s h a l l  h a v e  t h e  r i g h t  at e v e r y  
s h a r e h o l d e r s '  m e e t i n g  to o n e  (1) ( n o n - c u m u l a t i v e )  v o t e  for e a c h  
s h a r e  e n t i t l e d  to be v o t e d  s t a n d i n g  in h i s  n a m e  o n  the b o o k s  of  
the C o r p o r a t i o n  at t h e  t i m e  d e t e r m i n e d  in a c c o r d a n c e  w i t h  S e c­
tion  6.07 of t h e s e  B y - L a w s .  A t  a n  e l e c t i o n  f o r  d i r e c t o r s  e v e r y  
s h a r e h o l d e r  e n t i t l e d  to v o t e  m a y  v o t e  t h e  n u m b e r  of  s h a r e s  o w n e d  
by h i m  for as m a n y  p e r s o n s  as t h e r e  a r e  d i r e c t o r s  to b e  e l e c t e d  
and for w h o s e  e l e c t i o n  he has a r i g h t  to vote. A t  l e a s t  f i v e
(5) d a y s  b e f o r e  e a c h  m e e t i n g  of s h a r e h o l d e r s ,  t h e  S e c r e t a r y  s h a l l  
m a k e  a c o m p l e t e  l i s t  of  t h e  s h a r e h o l d e r s  e n t i t l e d  to v o t e  at 
the m e e t i n g  a r r a n g e d  in a l p h a b e t i c a l  o r d e r  w i t h  t h e  a d d r e s s  of 
and the n u m b e r  o f  s h a r e s  h e l d  by  each. S u c h  l i s t  s hall be k e p t  
on file at the p r i n c i p a l  p l a c e  o f  b u s i n e s s  of t h e  C o r p o r a t i o n  
or a t  the r e g i s t e r e d  o f f i c e  o f  t h e  C o r p o r a t i o n ,  a n d  s h a l l  be 
s u b j e c t  to i n s p e c t i o n ,  for a n y  p r o p e r  p u r p o s e ,  a t  a n y  t i m e  
d u r i n g  u s u a l  b u s i n e s s  hours, by a n y  s h a r e h o l d e r  e n t i t l e d  to 
vote. T h e  o r i g i n a l  s h a r e  l e d g e r  o r  t r a n s f e r  b ook, or  a d u p l i c a t e  
th e r e o f ,  s h a l l  b e  p r i m a  f a c i e  e v i d e n c e  a s  to w h o  a r e  t h e  s n a r e -  
h o l d e r s  e n t i t l e d  to e x a m i n e  s u c h  l i s t s  o r  to v o t e  at a n y  m e e t i n g  
of the s h a r e h o l d e r s .

(b) A n y  s h a r e h o l d e r  m a y  v o t e  e i t h e r  in p e r s o n  o r  by proxy.
A p r o x y  m a y  a u t h o r i z e  the c a s t i n g  o f  v o t e s  in a n y  m a n n e r  a u t h o r­
ized by the A r t i c l e s  of  I n c o r p o r a t i o n ,  a s  the h o l d e r  o f  such 
p r o x y  m a y  d e t e r m i n e  in his d i s c r e t i o n ,  o r  m a y  r e q u i r e  t h a t  s u c h  
v o t e s  b e  c a s t  in a p a r t i c u l a r  m a n n e r .  E v e r y  p r o x y  s h a l l  b e  
e x e c u t e d  in w r i t i n g  by t h e  s h a r e h o l d e r  o r  by  his d u l y  a u t h o r i z e d  
a t t o r n e y - i n - f a c t  a n d  f i l e d  w i t h  t h e  S e c r e t a r y  or, if t h e  S e c r e­
tary s h all so d i r e c t ,  w i t h  the I n s p e c t o r s  o f  E l e c t i o n .  No p r o x y  
s h a l l  b e  v a l i d  a f t e r  e l e v e n  (11) m o n t h s  f r o m  the d a t e  o f  its 
e x e c u t i o n ,  u n l e s s  a l o n g e r  p e r i o d  is e x p r e s s l y  p r o v i d e d  therein. 
E a c h  p r o x y  s h all be  r e v o c a b l e  a t  t h e  p l e a s u r e  of t h e  p e r s o n  
e x e c u t i n g  it o r  his p e r s o n a l  r e p r e s e n t a t i v e s  o r  a s s i g n s .

(c) U p o n  the w r i t t e n  d e m a n d  o f  n o t  le s s  t h a n  f i v e  p e r c e n t  
(5%) o f  the s h a r e h o l d e r s  p r e s e n t  at a n y  m e e t i n g  e i t h e r  in p e r s o n  
or r e p r e s e n t e d  b y  proxy, the v o t e  u p o n  a n y  m a t t e r  s hall be by  
ballot. O n  a v o t e  by b a l l o t ,  e a c h  b a l l o t  s h all b e  s i g n e d  by
the s h a r e h o l d e r  v o t i n g  o r  b y  t h e  h o l d e r  o f  h i s  pro x y ,  a n d  s h a l l
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s t a t e  t h e  n u m b e r  of s h a r e s  voted. A t  all m e e t i n g s  of  the s h a r e­
holders, all m a t t e r s  (except the e l e c t i o n  of  d i r e c t o r s  a n d  
m a t t e r s  the m a n n e r  of d e c i d i n g  w h i c h  is e s p e c i a l l y  r e g u l a t e d  
by s t a t u t e ,  the A r t i c l e s  o f  I n c o r p o r a t i o n  o r  t h e s e  By-Laws) shall 
be d e c i d e d  by a m a j o r i t y  o f  t h e  v o t e s  of the s h a r e h o l d e r s  o f  
the C o r p o r a t i o n  p r e s e n t  in p e r s o n  o r  r e p r e s e n t e d  b y  p r o x y  and 
e n t i t l e d  to v o t e  a t  s u c h  m e e t i n g .  S h a r e s  o w n e d  b y  the C o r p o r a­
tion o r  h e l d  in g e n e r a l  a c c o u n t  e s c r o w  f o r  t h e  b e n e f i t  o f  the 
C o r p o r a t i o n  s h a l l  n o t  b e  v o t e d  and s h a l l  n o t  be c o u n t e d  in d e t e r­
mi n i n g  t h e  e x i s t e n c e  o f  a q u o r u m  o r  in d e t e r m i n i n g  the t o tal 
n u m b e r  o f  o u t s t a n d i n g  s h a r e s  for v o t i n g  p u r p o s e s .

S e c t i o n  2.10. I n s p e c t o r s  o f  E l e c t i o n . The B o a r d  o f  D i r e c­
tors, in a d v a n c e  o f  a n y  m e e t i n g  of s h a r e h o l d e r s ,  s h a l l  a p p o i n t  
t h r e e  (3) I n s p e c t o r s  o f  E l e c t i o n  to a c t  a t  t h e  m e e t i n g  o r  a n y  
a d j o u r n m e n t  the r e o f .  In c a s e  a n y  p e r s o n  a p p o i n t e d  f a i l s  to 
a p p e a r  o r  act, t h e  v a c a n c y  m a y  be f i l l e d  b y  a p p o i n t m e n t  m a d e  
by t h e  B o a r d  of D i r e c t o r s  in a d v a n c e  o f  t h e  m e e t i n g  o r  a t  the 
m e e t i n g  by  t h e  c h a i r m a n  of the m e e t i n g .  E a c h  I n s p e c t o r  o f  E l e c­
tion shall, p r o m p t l y  u p o n  his a p p o i n t m e n t ,  s u b s c r i b e  a n  o a t h  or 
a f f i r m a t i o n  f a i t h f u l l y  to e x e c u t e  h i s  d u t i e s  w i t h  s t r i c t  i m p a r­
tiality. T h e  I n s p e c t o r s  of E l e c t i o n  s h a l l  d e t e r m i n e  all q u e s­
tions  t o u c h i n g  the q u a l i f i c a t i o n s  o f  v o t e s  and, w i t h  r e s p e c t  to 
ea c h  v o t e  by ballot, s h all c o l l e c t  a n d  c o u n t  the b a l l o t s  a n d  
r e p o r t  in w r i t i n g  to the s e c r e t a r y  o f  t h e  m e e t i n g  t h e  r e s u l t  of 
the vote. T h e  I n s p e c t o r s  o f  E l e c t i o n  n e e d  n o t  be  s h a r e h o l d e r s  
of t h e  C o r p o r a t i o n .  N o  p e r s o n  w h o  is a n  o f f i c e r  o r  d i r e c t o r  o f  
the C o r p o r a t i o n ,  o r  w h o  is a c a n d i d a t e  for e l e c t i o n  as d i r e c t o r ,  
s h a l l  be e l i g i b l e  to b e  an  I n s p e c t o r  of  E l e c t i o n .

S e c t i o n  2.11. E l e c t i o n  o f  D i r e c t o r s .

(a) A t  e a c h  a n n u a l  m e e t i n g ,  o r  s p e c i a l  m e e t i n g  o f  s h a r e­
ho l d e r s  h e l d  in l i e u  t h e r e o f ,  the s h a r e h o l d e r s  e n t i t l e d  to v o t e  
shall e l e c t  t h r e e  (3) d i r e c t o r s ,  in the m a n n e r  p r o v i d e d  in the 
A r t i c l e s  of I n c o r p o r a t i o n ,  to s e r v e  u n t i l  t h e  e x p i r a t i o n  o f  the 
term for w h i c h  t h e y  a r e  e l e c t e d  o r  u n t i l  t h e i r  s u c c e s s o r s  a r e  
e l e c t e d  a n d  q u a l i f i e d .

(b) No v o t e  m a y  b e  c o u n t e d  for t h e  e l e c t i o n  o f  a n y  p e r s o n  
as a d i r e c t o r  u n l e s s  s u c h  p e r s o n  s h a l l  h a v e  b e e n  p r o p o s e d  for 
n o m i n a t i o n  to be a c a n d i d a t e  for e l e c t i o n  by a w r i t t e n  n o t i c e  
s i g n e d  b y  a s h a L e h o l d e r  a n d  m a i l e d  b y  r e g i s t e r e d  o r  c e r t i f i e d  
ma i l  to the S e c r e t a r y  n o t  less t h a n  t e n  (10) n o r  m o r e  t h a n  f i f t y  
(50) d a y s  b e f o r e  the d a t e  of t h e  m e e t i n g ,  p r o v i d e d  t h a t  in the 
e v e n t  o f  the d e a t h  or  i n c a p a c i t y  of a n y  p e r s o n  so p r o p o s e d  the 
p r o p o s e r  s h all be e n t i t l e d  to m a k e  a s u b s t i t u t e  n o m i n a t i o n  a t  
the m e e t i n g .  The S e c r e t a r y  shall, u p o n  the w r i t t e n  r e q u e s t  of 
any s h a r e h o l d e r  e n t i t l e d  to v o t e  at a n y  m e e t i n g ,  g i v e  to s u c h  
s h a r e h o l d e r  a li s t  of the n a m e s  of t h o s e  p r o p o s e d  for n o m i n a t i o n  
and t h e i r  p r o p o s e r s .

(c) N o  v o t e  m a y  b e  c o u n t e d  for t h e  e l e c t i o n  o f  a n y  p e r s o n  
as a d i r e c t o r  u n l e s s  e a c h  w r i t t e n  s o l i c i t a t i o n ,  b y  h i m  o r  b y  his 
p r o p o s e r ,  o f  p r o x i e s  to v o t e  s h a r e s  i n  f a v o r  o f  his e l e c t i o n  as
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a d i r e c t o r  s h all h a v e  i n c l u d e d  a s t a t e m e n t  of his i n t e r e s t s  in 
the G e n e r a l  S t o c k  O w n e r s h i p  C o r p o r a t i o n  in s u c h  r e a s o n a b l e  d e ­
tail a s  the B o a r d  o f  D i r e c t o r s  m a y  r e q u i r e .  N o  v o t e  m a y  be 
c o u n t e d  for the e l e c t i o n  o f  a n y  p e r s o n  as a d i r e c t o r  u n l e s s  
su c h  a s t a t e m e n t  s h a l l  h a v e  b e e n  f i l e d  w i t h  the S e c r e t a r y .
S u c h  s t a t e m e n t s  s h a l l  b e  p r o d u c e d  a n d  k e p t  o p e n  at the t i m e  
and p l a c e  of t h e  m e e t i n g ,  a n d  d u r i n g  the w h o l e  t i m e  o f  the 
m e e t i n g  s h a l l  b e  s u b j e c t  to i n s p e c t i o n  by a n y  s h a r e h o l d e r  e n­
ti t l e d  to vote.

S e c t i o n  2.12. A p p o i n t m e n t  o f  I n d e p e n d e n t  P u b l i c  A c c o u n t­
a n t s . A t  e a c h  a n n u a l  m e e t i n g ,  t h e  s h a r e h o l d e r s ,  a f t e r  r e c e i v i n g  
a r e c o m m e n d a t i o n  o f  the B o a r d  of  D i r e c t o r s ,  s h a l l  a p p o i n t  I n d e­
p e n d e n t  P u b l i c  A c c o u n t a n t s  f o r  t h e  p u r p o s e  of a u d i t i n g  a n d  
c e r t i f y i n g  the a n n u a l  f i n a n c i a l  s t a t e m e n t s  of  the C o r p o r a t i o n  
for i t s  c u r r e n t  f i s c a l  year, as s e n t  to s h a r e h o l d e r s  o r  o t h e r­
w i s e  p u b l i s h e d  b y  t h e  C o r p o r a t i o n .  In c a s e  t h e  s h a r e h o l d e r s  
s h a l l  fail to a p p o i n t  s u c h  I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  o r  if 
the I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  so a p p o i n t e d  b y  the s h a r e­
h o l d e r s  s h a l l  d e c l i n e  to act, o r  s h a l l  r e s i g n ,  o r  f o r  s o m e  
o t h e r  r e a s o n  s h a l l  b e  u n a b l e  to p e r f o r m  t h e i r  d u t i e s ,  the B o a r d  
o f  D i r e c t o r s  s h all a p p o i n t  o t h e r  I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  
to p e r f o r m  the d u t i e s  h e r e i n  p r o v i d e d .

A R T IC L E  I I I  

BOARD OF D IR E C T O R S

S e c t i o n  3.01. G e n e r a l  P o w e r s . T h e  p r o p e r t y ,  a f f a i r s  a n d  
b u s i n e s s  o f  t h e  C o r p o r a t i o n  s h a l l  be m a n a g e d  by  the B o a r d  of 
D i r e c t o r s .

S e c t i o n  3.02. N u m b e r ,  T e r m  o f  O f f i c e  a n d  Q u a l i f i c a t i o n s . 
T h e  B o a r d  o f  D i r e c t o r s  s h a l l  c o n s i s t  o f  n i n e  (9) m e m b e r s ,  a t  
l e a s t  f i v e  (5) of w h o m  s hall b e  r e s i d e n t s  o f  A l a s k a  a t  the t i m e  
of a p p o i n t m e n t  o r  e l e c t i o n  a n d  a t  all t i m e s  w h i l e  h o l d i n g  o f f i c e  
as s u c h  d i r e c t o r .  T h e  B o a r d  s h all b e  d i v i d e d  i n t o  t h r e e  (3) 
c l a s s e s  c o n s i s t i n g  o f  t h r e e  (3) d i r e c t o r s  e a c h  a n d  s h a l l  h o l d  
o f f i c e  as follows:

(a) T h e  i n i t i a l  B o a r d  o f  D i r e c t o r s  c o n s i s t i n g  o f  n i n e
(9) m e m b e r s  o f  t h r e e  (3) c l a s s e s ,  o f  t h r e e  (3) each, w h e t h e r  
a p p o i n t e d  b y  t h e  G o v e r n o r  p u r s u a n t  to t h e  A l a s k a  G S O C  A c t  or 
a p p o i n t e d  to f i l l  v a c a n c i e s  b y  t h e  d i r e c t o r s  so a p p o i n t e d  by 
the G o v e r n o r ,  s h a l l  s e r v e  for the t e r m  for w h i c h  t h e y  w e r e  a p­
po i n t e d ,  a n d  u n t i l  t h e i r  s u c c e s s o r s  h a v e  b e e n  d u l y  e l e c t e d  a n d  
q u a l i f i e d ,  w i t h  the t e r m  of o f f i c e  of t h e  C l a s s  O n e  d i r e c t o r s  
to e x p i r e  a t  the f i rst a n n u a l  m e e t i n g  of  s h a r e h o l d e r s  h e l d  
a f t e r  t h e  i n i t i a l  i s s u a n c e  o f  the c o m m o n  stock, o r  a t  a n y  s p e­
cia l  m e e t i n g  o f  s h a r e h o l d e r s  h e l d  in l i e u  t h e r e o f ,  t h a t  o f  
C l a s s  T w o  d i r e c t o r s  shall e x p i r e  a t  the s e c o n d  a n n u a l  m e e t i n g ,  
o r  at a n y  s p e c i a l  m e e t i n g  o f  s h a r e h o l d e r s  h e l d  in l i e u  th e r e o f ,  
a n d  t h a t  of C l a s s  T h r e e  d i r e c t o r s  s h a l l  e x p i r e  a t  the t h i r d  
a n n u a l  m e e t i n g ,  o r  a t  a n y  s p e c i a l  m e e t i n g  o f  s h a r e h o l d e r s  h e l d  

in l i e u  thereof.
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(b) A t  e a c h  a n n u a l  m e e t i n g  t h e r e a f t e r ,  the n u m b e r  of 
d i r e c t o r s  e qual to t h e  n u m b e r  o f  d i r e c t o r s  w h o s e  t e r m s  e x p i r e  
s h a l l  b e  e l e c t e d  to s e r v e  for a p e r i o d  o f  t h r e e  (3) y e a r s  a n d  
u n til t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  q u a l i f i e d .

S e c t i o n  3.03. T h e  C h a i r m a n  o f  the B o a r d . A t  the m e e t i n g  
of the B o a r d  of D i r e c t o r s  s p e c i f i e d  in S e c t i o n  5. 0 2  o f  t h e s e  
B y - L a w s ,  t h e  Board, by  a v o t e  o f  a m a j o r i t y  o f  all of the m e m­
ber s  t h e r e o f ,  s hall e l e c t  f r o m  a m o n g  its m e m b e r s  a C h a i r m a n  of 
the B o a r d  o f  D i r e c t o r s ,  to s e r v e  in s u c h  c a p a c i t y  at  t h e  p l e a­
sure  o f  t h e  Board. He  sha l l ,  if p r e s e n t ,  p r e s i d e  at  a l l  
m e e t i n g s  of t h e  Board. He  s h a l l  p e r f o r m  s u c h  o t h e r  d u t i e s  as 
from t i m e  to t i m e  m a y  be a s s i g n e d  to h i m  by the Board. In his 
c a p a c i t y  as C h a i r m a n  o f  t h e  Bo a r d ,  he s h a l l  n o t  b e  a n  o f f i c e r  
of the C o r p o r a t i o n ,  b u t  h e  s h a l l  b e  e l i g i b l e  to se r v e ,  in a d d i­
tion, as an o f f i c e r  o f  the C o r p o r a t i o n ,  i n c l u d i n g  P r e s i d e n t ,  
p u r s u a n t  to A r t i c l e  V  o f  t h e s e  B y - L a w s .  T h e  P r e s i d e n t  o f  the 
C o r p o r a t i o n ,  in t h e  a b s e n c e  of t h e  C h a i r m a n  o f  the Board, s h all 
in all r e s p e c t s  a c t  in the s t e a d  o f  the C h a i r m a n  o f  t h e  B o a r d  
d u r i n g  s u c h  abs e n c e .

S e c t i o n  3.04. O r g a n i z a t i o n  o f  D i r e c t o r s '  M e e t i n g s . A t  
all m e e t i n g s  o f  t h e  B o a r d  o f  D i r e c t o r s  t h e  C h a i r m a n  o f  the 
Board, or, in his a b s e n c e ,  the P r e s i d e n t ,  o r  in the a b s e n c e  
of the C h a i r m a n  of the B o a r d  a n d  t h e  P r e s i d e n t ,  a c h a i r m a n  
c h o s e n  by a m a j o r i t y  o f  the d i r e c t o r s  p r e s e n t  s h a l l  a c t  as 
c h a i r m a n  of s u c h  m e e t i n g  a n d  p r e s i d e  t h e r e a t .  T h e  S e c r e t a r y ,  
o r  in his a b s e n c e ,  an A s s i s t a n t  S e c r e t a r y ,  s h a l l  a c t  a s  s e c r e­
tar y  a t  all m e e t i n g s  o f  the Board. In t h e  a b s e n c e  f r o m  a n y  
s u c h  m e e t i n g  o f  the S e c r e t a r y  a n d  a l l  the A s s i s t a n t  S e c r e t a r i e s ,  
the c h a i r m a n  m a y  a p p o i n t  a n y  p e r s o n  to a c t  a s  s e c r e t a r y  o f  the 
m e e t i n g .

S e c t i o n  3.05. R e s i g n a t i o n s . A n y  d i r e c t o r  o f  the C o r p o r a­
tion m a y  r e s i g n  a t  a n y  t i m e  by g i v i n g  w r i t t e n  n o t i c e  o f  his 
r e s i g n a t i o n  to the C o r p o r a t i o n .  S u c h  r e s i g n a t i o n  shall t a k e  
e f f e c t  at the t i m e  r e c e i v e d  u n l e s s  a n o t h e r  t i m e  is s p e c i f i e d  
th erein. T h e  a c c e p t a n c e  of s u c h  r e s i g n a t i o n  s h a l l  n o t  be n e c e s­
sary to m a k e  it e f f e c t i v e .

S e c t i o n  3.06. R e g u l a r  M e e t i n g s . R e g u l a r  m e e t i n g s  o f  the 
B o a r d  o f  D i r e c t o r s  s h a l l  b e  h e l d  w i t h i n  the S t a t e  o f  A l a s k a  o r  
e l s e w h e r e  a t  s u c h  r e g u l a r  i n t e r v a l s  as m a y  be f i x e d  by r e s o l u­
tion a d o p t e d  by a m a j o r i t y  of  t h e  w h o l e  B o a r d  a n d  u p o n  s u c h  
n o t i c e ,  o r  w i t h o u t  notice, a s  s h a l l  be s p e c i f i e d  in s a i d  r e s o l u­
tion.

S e c t i o n  3.07. S p e c i a l  M e e t i n g s . S p e c i a l  m e e t i n g s  o f  the 
B o a r d  o f  D i r e c t o r s  s h a l l  be  h e l d  w h e n e v e r  c a l l e d  bv  the C h a i r m a n  
of the Board, the P r e s i d e n t  or  a n y  t h r e e  (3) of t h e  d i r e c t o r s .  
N o t i c e  o f  e a c h  s u c h  m e e t i n g  s h a l l  b e  m a i l e d  to e a c h  d i r e c t o r  a t  
his a d d r e s s  a p p e a r i n g  o n  t h e  b o o k s  o f  the C o r p o r a t i o n  o r  s u p p l i e d  
by h i m  to the C o r p o r a t i o n  f o r  the p u r p o s e  of  n o t i c e ,  a t  l e a s t  
five (5) da y s  b e f o r e  the d a y  o n  w h i c h  t h e  m e e t i n g  is to be held, 
o r  s h a l l  be s e n t  to h i m  at s u c h  p l a c e  by  t e l e g r a p h ,  c h a r g e s  p r e -
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paid, o r  d e l i v e r e d  to h i m  p e r s o n a l l y  not l a t e r  than the t h i r d  
(3rd) d a y  b e f o r e  t h e  d a y  o n  w h i c h  the m e e t i n g  is to be held.
E v e r y  s u c h  n o t i c e  s h a l l  s p e c i f y  the pl a c e ,  day a n d  h o u r  of  the 
m e e t i n g  a n d  t h e  g e n e r a l  n a t u r e  o f  t h e  b u s i n e s s  to be  t r a n s a c t e d .
A  w a i v e r  o f  n o t i c e  of a n y  m e e t i n g  in w r i t i n g  s i g n e d  by t h e  
d i r e c t o r  e n t i t l e d  to s u c h  n o t i c e ,  w h e t h e r  b e f o r e  o r  a f t e r  the 
time s t a t e d  t h e r e i n ,  s h a l l  b e  d e e m e d  e q u i v a l e n t  to the g i v i n g  
o f  s u c h  n o t i c e .  A t t e n d a n c e  o f  a d i r e c t o r  at a n y  m e e t i n g  shall 
c o n s t i t u t e  a w a i v e r  by h i m  o f  n o t i c e  of s u c h  m e e t i n g  e x c e p t  
w h e r e  a d i r e c t o r  a t t e n d s  for the e x p r e s s  p u r p o s e  of o b j e c t i n g  to 
the t r a n s a c t i o n  o f  a n y  b u s i n e s s  b e c a u s e  t h e  m e e t i n g  w a s  not l a w­
fu l l y  c a l l e d  o r  c o n v e n e d .  W h e n e v e r  a m e e t i n g  o f  the B o a r d  o f  
D i r e c t o r s  s h a l l  b e  a d j o u r n e d  it s h all not be n e c e s s a r y  to g i v e  
an y  n o t i c e  of the a d j o u r n e d  m e e t i n g  o r  of the b u s i n e s s  to be  
t r a n s a c t e d  t h e r e a t  o t h e r w i s e  t h a n  by a n n o u n c e m e n t  at  t h e  m e e t i n g  
at w h i c h  s u c h  adjouriiment is taken.

S e c t i o n  3.08. Q u o r u m ,  M a n n e r  o f  A c t i n g  a n d  A d j o u r n m e n t .
A t  e a c h  m e e t i n g  of  the B o a r d  o f  D i r e c t o r s  the p r e s e n c e  o f  f i v e
(5) d i r e c t o r s  s h a l l  b e  n e c e s s a r y  to c o n s t i t u t e  a q u o r u m  for t h e  
t r a n s a c t i o n  o f  b u s i n e s s ;  p r o v i d e d  that, if a q u o r u m  is f o u n d  to 
e x i s t  at a n y  t i m e  d u r i n g  t h e  c o u r s e  o f  a n y  su c h  m e e t i n g ,  a 
q u o r u m  s h a l l  b e  d e e m e d  to c o n t i n u e  to e x i s t  u n til f i nal a d j o u r n­
me n t  o f  s u c h  m e e t i n g .  E x c e p t  as o t h e r w i s e  s p e c i f i c a l l y  p r o v i d e d  
by s t a t u t e ,  t h e  A r t i c l e s  of  I n c o r p o r a t i o n  o r  t h e s e  B y - L a w s ,  the 
a c t s  of a m a j o r i t y  of t h e  d i r e c t o r s  p r e s e n t  a t  a m e e t i n g  a t  
w h i c h  a q u o r u m  h a s  b e e n  f o u n d  to e x i s t  for the p u r p o s e  o f  t r a n s­
a c t i n g  b u s i n e s s  s h a l l  b e  t h e  a c t s  o f  the B o a r d  o f  D i r e c t o r s .
A  m a j o r i t y  o f  the d i r e c t o r s  p r e s e n t  a t  a n y  m e e t i n g  m a y  a d j o u r n  
the m e e t i n g  f r o m  t i m e  to time. E x c e p t  as o t h e r w i s e  p r o v i d e d  in 
the A r t i c l e s  o f  I n c o r p o r a t i o n ,  e a c h  d i r e c t o r  shall be  e n t i t l e d  
to o n e  (1) v o t e .  V o t i n g  r i g h t s  o f  d i r e c t o r s  m a y  n o t  be e x e r­
c i s e d  by pr o x y .  N o t w i t h s t a n d i n g  the f o r e g o i n g ,  d u r i n g  a n  e m e r­
g e n c y  p e r i o d  f o l l o w i n g  a n a t i o n a l  c a t a s t r o p h e ,  a m a j o r i t y  of 
the s u r v i v i n g  m e m b e r s  o f  t h e  B o a r d  of D i r e c t o r s  who h a v e  n o t  
be e n  r e n d e r e d  i n c a p a b l e  o f  a c t i n g  o r  a t t e n d i n g  shall c o n s t i t u t e  
a q u o r u m .

S e c t i o n  3.09. S p e c i a l  M e e t i n g s  fcr F i l l i n g  V a c a n c i e s  in 
B o a r d . A n y  v a c a n c y  a m o n g  the d i r e c t o r s ,  s hall be f i l l e d  a t  a 
m e e t i n g  o f  t h e  r e m a i n i n g  d i r e c t o r s .  S u c h  a m e e t i n g  s h a l l  be 
h e l d  w h e n e v e r  c a l l e d  b y  t h e  C h a i r m a n  o f  the Board, t h e  P r e s i d e n t ,  
or  t h r e e  (3) o f  t h e  d i r e c t o r s .  N o t i c e  of a n y  s u c h  m e e t i n g  s h all 
be g i v e n  to, o r  m a y  be w a i v e d  by, e a c h  d i r e c t o r  in a c c o r d a n c e  
w i t h  the p r o v i s i o n s  of S e c t i o n  3.07 o f  t h e s e  B y - L a w s .  A  m a j o r i t y  
o f  the d i r e c t o r s  r e m a i n i n g  in o f f i c e  shall be n e c e s s a r y  to c o n­
st i t u t e  a q u o r u m  at  a n y  s u c h  m e e t i n g ,  a n d  the a f f i r m a t i v e  v o t e  
of a m a j o r i t y  o f  t h e  d i r e c t o r s  r e m a i n i n g  in o f f i c e  shall be 
n e c e s s a r y  to f i l l  t h e  v a c a n c y .  A  m a j o r i t y  o f  the d i r e c t o r s  
p r e s e n t  at a n y  s u c h  m e e t i n g ,  w h e t h e r  o r  n o t  t h e y  shall c o n s t i t u t e  
a q u o rum, m a y  a d j o u r n  the m e e t i n g  f r o m  ti m e  to time, a n d  it shall 
not be n e c e s s a r y  to g i v e  a n y  n o t i c e  of  the a d j o u r n e d  m e e t i n g  
o t h e r w i s e  than by a n n o u n c e m e n t  a t  t h e  m e e t i n g  at w h i c h  s u c h  a d ­
j o u r n m e n t  is taken.
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S e c t i o n  3.10. C o m p e n s a t i o n . D i r e c t o r s  s h a l l  r e c e i v e  s u c h  
r e a s o n a b l e  c o m p e n s a t i o n  f o r  t h e i r  s e r v i c e s  a s  m e m b e r s  of  the 
B o a i d  o r  o f  a n y  c o m m i t t e e  t h e r e o f ,  a n d  s u c h  r e i m b u r s e m e n t  for 
e x p e n s e s  i n c u r r e d  in c o n n e c t i o n  w i t h  s u c h  s e r v i c e s  (including 
a t t e n d a n c e  a t  m e e t i n g s ) , as the B o a r d  o f  D i r e c t o r s  m a y  by r e s o­
lu t i o n  from t i m e  to t i m e  p r e s c r i b e ?  p r o v i d e d ,  h o w e v e r ,  that 
n o t h i n g  h e r e i n  c o n t a i n e d  s h a l l  p r e c l u d e  a n y  d i r e c t o r  f r o m  s e r v i n g  
the C o r p o r a t i o n  in a n y  o t h e r  c a p a c i t y  o r  f r o m  r e c e i v i n g  c o m p e n­
sa t i o n  f o r  a n y  s u c h  s e r v i c e s .

S e c t i o n  3.11. O u t s i d e  I n t e r e s t s  o f  D i r e c t o r s . P u r s u a n t  
to p r o c e d u r e s  to be e s t a b l i s h e d  b y  t h e  B o a r d  o f  D i r e c t o r s  f r o m  
time to time, e a c h  d i r e c t o r ,  u p o n  a s s u m i n g  o f f i c e  a n d  a t  l e a s t  
a n n u a l l y  t h e r e a f t e r ,  s hall f i l e  w i t h  t h e  S e c r e t a r y  a s t a t e m e n t  
i d e n t i f y i n g  a n y  e n t i t y  ( i n d i v i d u a l  p r o p r i e t o r s h i p ,  p a r t n e r s h i p ,  
a s s o c i a t i o n ,  c o r p o r a t i o n  o r  o t h e r  b u s i n e s s  entity) w i t h  w h i c h  
the C o r p o r a t i o n  to his k n o w l e d g e  d o e s  o r  c o n t e m p l a t e s  d o i n g  a 
s u b s t a n t i a l  v o l u m e  o f  b u s i n e s s ,  a n d  o f  w h i c h  he is a d i r e c t o r ,  
o f f i c e r ,  t r u s t e e  o r  e m p l o y e e ,  o r  in w h i c h  he has a s u b s t a n t i a l  
f i n a n c i a l  inter e s t .  F o r  p u r p o s e s  o f  t h i s  S e c t i o n ,  the t e r m  
" s u b s t a n t i a l  f i n a n c i a l  i n t e r e s t "  s h a l l  m e a n  a n y  f i n a n c i a l  i n­
te r e s t  w i t h  a fa i r  v a l u e  in e x c e s s  o f  $10,000, o r  a n y  o w n e r s h i p  
i n t e r e s t  in e x c e s s  of f i v e  p e r  c e n t u m  (5%) w i t h o u t  r e g a r d  to 
v a l u e ,  i n c l u d i n g  a n y  s u c h  i n t e r e s t  k n o w n  to t h e  d i r e c t o r ,  o f f i­
cer or  e m p l o y e e ,  a s  t h e  c a s e  m a y  be, o f  his s p o u s e  o r  m i n o r  
child.

A R T I C L E  IV

C O M M I T T E E S

S e c t i o n  4.01. E x e c u t i v e  C o m m i t t e e . T h e  B o a r d  o f  Dir e c t o r s ,  
by r e s o l u t i o n  a d o p t e d  b y  a m a j o r i t y  o f  t h e  w h o l e  B o a r d ,  m a y  d e­
si g n a t e  t h r e e  (3) o f  t h e  d i r e c t o r s  t h e n  in o f f i c e  to c o n s t i t u t e  
an E x e c u t i v e  C o m m i t t e e .  To the e x t e n t  s p e c i f i c a l l y  p r o v i d e d  
by r e s o l u t i o n  a d o p t e d  by a m a j o r i t y  o f  t h e  w h o l e  Board, the 
E x e c u t i v e  C o m m i t t e e  s hall h a v e  a n d  m a y  e x e r c i s e  the a u t h o r i t y  
of the B o a r d  o f  D i r e c t o r s  i n  t h e  m a n a g e m e n t  o f  the p r o p e r t y ,  
a f f a i r s  a n d  b u s i n e s s  o f  t h e  C o r p o r a t i o n ,  a n d  m a y  a u t h o r i z e  the 
seal of  the C o r p o r a t i o n  to be a f f i x e d  to all p a p e r s  w h i c h  m a y  
r e q u i r e  it. T h e  B o a r d  m a y  d e s i g n a t e  o n e  (1) m e m b e r  o f  the C o m­
m i t t e e  to a c t  as i t s  c h a i r m a n .

S e c t i o n  4.02. C o m m i t t e e  o n  C o n f l i c t s  o f  I n t e r e s t . T h e  
B o a r d  o f  D i r e c t o r s ,  by r e s o l u t i o n  a d o p t e d  by a m a j o r i t y  of the 
w h o l e  Board, m a y  d e s i g n a t e  n o t  le s s  t h a n  t h r e e  (3) nor m o r e  
than f i v e  (5) o f  the d i r e c t o r s  t h e n  i n  o f f i c e  as a C o m m i t t e e  o n  
C o n f l i c t s  of Interest. T h e  C o m m i t t e e ,  if e s t a b l i s h e d ,  shall
(i) c o n s u l t  w i t h  the d i r e c t o r s  a n d  o f f i c e r s  o f  the C o r p o r a t i o n  
c o n c e r n i n g  the e s t a b l i s h m e n t  a n d  a d m i n i s t r a t i o n  o f  p o l i c i e s  and 
p r o g r a m s  in r e s p e c t  o f  c o n f l i c t s  of i n r e r e o t  ( i n c l u d i n g  the es- 
t a b l i s h m e n _  of p r o c e d u r e s  p u r s u a n t  to  S e c t i o n  3.11 of t h e s e  
B y - L a w s  a n d  the a d o p t i o n  of  r u l e s  a n d  r e g u l a t i o n s  p u r s u a n t  to 
S e c t i o n  5.13 o f  t h e s e  B y - L a w s ) ,  (ii) c o n s i d e r  a n d  m a k e  r e c o m m e n­
d a t i o n s  to t h e  B o a r d  u p o n  m a t t e r s  r e l a t i n g  to s u c h  p o l i c i e s  a n d
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p r o g r a m s  a n d  the a d m i n i s t r a t i o n  the r e o f ,  a n d  (iii) e x e r c i s e  
s u c h  a u t h o r i t y  as m a y  fr o m  t i m e  to t i m e  b e  g r a n t e d  to it by 
r e s o l u t i o n  a d o p t e d  by t h e  B o a r d  u p o n  m a t t e r s  p e r t a i n i n g  to c o n­
f l i c t s  of interest. T h e  B o a r d  m a y  d e s i g n a t e  o n e  (1) m e m b e r  
o f  the C o m m i t t e e  to act as its c h a i r m a n .  A  d i r e c t o r  w h o  is 
also an  o f f i c e r  or e m p l o y e e  o f  t h e  C o r p o r a t i o n  shall n o t  be 
e l i g i b l e  to s e r v e  as  a m e m b e r  o f  the C o m m i t t e e .

S e c t i o n  4.03. C o m m i t t e e  o n  C o m p e n s a t i o n  a n d  E m p l o y e e  
B e n e f i t  A r r a n g e m e n t s ^  T h e  B o a r d  o f  D i r e c t o r s ,  by  r e s o l u t i o n  
a d o p t e d  b y  a m a j o r i t y  o f  the w h o l e  Board, m a y  d e s i g n a t e  n o t  
less t h a n  t h r e e  (3) nor m o r e  t h a n  fi v e  (5) o f  t h e  d i r e c t o r s  
then in o f f i c e  to c o n s t i t u t e  a C o m m i t t e e  o n  C o m p e n s a t i o n  a n d  
E m p l o y e e  B e n e f i t  A r r a n g e m e n t s .  T h e  C o m m i t t e e ,  if e s t a b l i s h e d ,  
s h a l l  (i) c o n s i d e r  and m a k e  r e c o m m e n d a t i o n s  to the B o a r d  w i t h  
r e s p e c t  to the r a t e s  a n d  m a n n e r  o f  p a y m e n t  of t h e  c o m p e n s a t i o n  
to be p a i d  to o f f i c e r s  o f  the C o r p o r a t i o n ,  (ii) a f t e r  r e c e i v i n g  
the r e c o m m e n d a t i o n s  of t h e  p r i n c i p a l  o f f i c e r s  o f  the C o r p o r­
ation, c o n s i d e r  a n d  m a k e  r e c o m m e n d a t i o n s  to the B o a r d  as to 
the r a t e s  a n d  m a n n e r  of p a y m e n t  o f  the c o m p e n s a t i o n  to b e  p a i d  
to e m p l o y e e s  o f  the C o r p o r a t i o n  (other t h a n  o f f i c e r s )  w h o s e  
ra t e  o f  c o m p e n s a t i o n  s hall e x c e e d  s u c h  ra t e  as s h all be f i x e d  
f r o m  t i m e  to t i m e  by  the Board, (iii) upon r e quest, c o n s u l t  
w i t h  the p r i n c i p a l  o f f i c e r s  o f  t h e  C o r p o r a t i o n  u p o n  m a t t e r s  o f  
p o l i c y  r e l a t i n g  to the c o m p e n s a t i o n  o f  e m p l o y e e s  of the C o r­
por a t i o n ,  (iv) c o n s i d e r  a n d  m a k e  r e c o m m e n d a t i o n s  to the B o a r d  
w i t h  r e s p e c t  to the a d o p t i o n ,  m o d i f i c a t i o n  or t e r m i n a t i o n  o f  
a n y  e m p l o y e e  s t o c k  o w n e r s h i p  p l an, p e n s i o n  plan, p r o f i t - s h a r i n g  
plan, s t o c k  b o n u s  plan, s t o c k  o p t i o n  p l a n  o r  o t h e r  i n c e n t i v e  
o r  b e n e f i t  pl a n  or  a r r a n g e m e n t  a p p l i c a b l e  to a n y  or  all o f  the 
o f f i c e r s  a n d  e m p l o y e e s  o f  the C o r p o r a t i o n ,  (v) e x e r c i s e  the 
a u t h o r i t y  w h i c h  m a y  be g r a n t e d  to the C o m m i t t e e  b y  a n y  s u c h  
plan. T h e  B o a r d  m a y  d e s i g n a t e  o n e  (1) m e m b e r  of  the C o m m i t t e e  
to a c t  as its c h a i r m a n .  A  d i r e c t o r  w h o  is a l s o  an o f f i c e r  of 
the C o r p o r a t i o n  shall n o t  be e l i g i b l e  to s e r v e  a s  a m e m b e r  of 
the C o m m i t t e e .

S e c t i o n  4.04. A u d i t  C o m m i t t e e . The B o a r d  of  D i r e c t o r s ,  
by r e s o l u t i o n  a d o p t e d  by  a m a j o r i t y  o f  the w h o l e  Board, m a y  d e ­
si g n a t e  n o t  less than t h r e e  (3) n o r  m o r e  th a n  fi v e  (5) o f  the 
d i r e c t o r s  then in o f f i c e  to c o n s t i t u t e  an A u d i t  C o m m i t t e e .
The C o m m i t t e e ,  if e s t a b l i s h e d ,  s hall (i) c o n s i d e r  a n d  m a k e  
r e c o m m e n d a t i o n s  to the B o a r d  w i t h  r e s p e c t  to the e m p l o y m e n t  of 
a f i r m  of I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s ;  w h i c h  r e c o m m e n d a t i o n  
if a c c e p t e d  by t h e  Board, s h a l l  b e  s u b j e c t  to the p r o v i s i o n s  
of S e c t i o n  2.12 o f  t h e s e  B y -Laws, (ii) c o n f e r  w i t h  t h e  C o r p o­
r a t i o n ' s  I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  to d e t e r m i n e  the s c o p e  
of the a u d i t  t h a t  s u c h  a c c o u n t a n t s  will p e rform, (iii) r e c e i v e  
r e p o r t s  f r o m  the I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s  a n d  t r a n s m i t  
s u c h  r e p o r t s  to the Board, a n d  a f t e r  t h e  c l o s e  of  the fi s c a l  
year, t r a n s m i t  to the B o a r d  the f i n a n c i a l  s t a t e m e n t s  c e r t i f i e d  
by s u c h  a c c o u n t a n t s ,  (iv) i n q u i r e  into, e x a m i n e  r n d  m a k e  c o m­
m e n t s  o n  t h e  a c c o u n t i n g  p r o c e d u r e s  of  the C o r p o r a t i o n  a n d  the 
r e p o r t s  of the I n d e p e n d e n t  P u b l i c  A c c o u n t a n t s ,  a n d  (v) c o n s i d e r  
a n d  m a k e  r e c o m m e n d a t i o n s  to t h e  B o a r d  u p o n  m a t t e r s  p r e s e n t e d
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to it by  the o f f i c e r s  of the C o r p o r a t i o n  p e r t a i n i n g  to the 
a u d i t  p r a c t i c e s  a n d  p r o c e d u r e s  a d h e r e d  to by the C o r p o r a t i o n .
T h e  B o a r d  m a y  d e s i g n a t e  o n e  (1) m e m b e r  o f  the C o m m i t t e e  to 
act as its c h a i r m a n .

S e c t i o n  4.05. C o m m i t t e e s  in G e n e r a l . T h e  B o a r d  of  D i r e c­
tors m a y  a p p o i n t  s u c h  o t h e r  c o m m i t t e e s ,  a n d  c h a i r m e n  th e r e o f ,  
as it m a y  d e e m  a p p r o p r i a t e  to p e r f o r m  s u c h  f u n c t i o n s  a s  it m a y  
d e s i g n a t e ,  p r o v i d e d  t h a t  no c o m m i t t e e  s h a l l  be a p p o i n t e d  o r  d i s­
ba n d e d  u n l e s s  n o t i c e  o f  s u c h  p r o p o s e d  a c t i o n  s h a l l  h a v e  b e e n  
g i v e n  to, o r  w a i v e d  by, e a c h  d i r e c t o r  in a c c o r d a n c e  w i t h  the 
p r o v i s i o n s  o f  S e c t i o n  3.07 of t h e s e  By - L a w s .

S e c t i o n  4.06. C o m m i t t e e  P r o c e d u r e . E a c h  m e m b e r  o f  a n y  
c o m m i t t e e  s h a l l  c o n t i n u e  to be a m e m b e r  o f  t h a t  c o m m i t t e e  o n l y  
d u r i n g  t h e  p l e a s u r e  o f  the B o a r d  o f  D i r e c t o r s ,  p r o v i d e d  t h a t  
no e x i s t i n g  m e m b e r  o f  a c o m m i t t e e  s h a l l  be  r e m o v e d  fr o m  s u c h  
m e m b e r s h i p  a n d  n o  n e w  m e m b e r  s h a l l  b e  a p p o i n t e d  u n l e s s  n o t i c e  
of s u c h  p r o p o s e d  a c t i o n  s h a l l  h a v e  b e e n  g i v e n  to, o r  w a i v e d  by, 
e a c h  d i r e c t o r  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  o f  S e c t i o n  3.07 
of t h e s e  B y - L a w s .  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  b y  the B o a r d  
of D i r e c t o r s ,  a m a j o r i t y  o f  a c o m m i t t e e  s h a l l  c o n s t i t u t e  a q u o­
ru m  t h e r e o f ,  a n d  the a c t  o f  a m a j o r i t y  of  t h o s e  p r e s e n t  a t  a 
m e e t i n g  a t  w h i c h  a q u o r u m  is p r e s e n t  s h a l l  be  the a c t  of  the 
c o m m i t t e e ,  p r o v i d e d  t h a t  a n y  c o m m i t t e e  ma y ,  by u n a n i m o u s  a p p r o v­
al of  its m e m b e r s ,  t a k e  a c t i o n  w i t h o u t  a m e e t i n g  o f  t h e  c o m m i t­
tee. M e e t i n g s  o f  e a c h  c o m m i t t e e  s h a l l  b e  c a l l e d  b y  the s e c r e­
tary a t  t h e  r e q u e s t  o f  the c h a i r m a n  o f  t h e  c o m m i t t e e  o r  a n y  
two (2) m e m b e r s  of the c o m m i t t e e .  E a c h  c o m m i t t e e  ■'hall ke e p  
m i n u t e s  of i t s  m e e t i n g s  a n d  s h a l l  r e n d e r  to t h e  B o a r d  of  D i r e c­
tors at its n e x t  e n s u i n g  r e g u l a r  m e e t i n g ,  a r e p o r t  of all a c­
tion t a k e n  by  t h e  c o m m i t t e e  s i n c e  t h e  l a s t  m e e t i n g  of  the B o a r d  
at w h i c h  a r e p o r t  w a s  made, o r  if no s u c h  p r e v i o u s  r e p o r t  w a s  
made, s i n c e  t h e  a p p o i n t m e n t  of the c o m m i t t e e .  E a c h  c o m m i t t e e  
sh all a l s o  r e n d e r  s u c h  o t h e r  r e p o r t s ,  at  s u c h  o t h e r  times, as 
the B o a r d  m a y  r e q u e s t .

A R T I C L E  V

O F F I C E R S

S e c t i o n  5.01. O f f i c e r s . T h e  o f f i c e r s  of  the C o r p o r a t i o n  
s h all be  a P r e s i d e n t ,  s u c h  V i c e  P r e s i d e n t s  as m a y  from time to 
time b e  e l e c t e d  by the B o a r d  o f  D i r e c t o r s ,  a S e c r e t a r y ,  a T r e a­
surer a n d  a C o m p t r o l l e r .  T h e  B o a r d  o f  D i r e c t o r s  m a y  e l e c t  such 
o t h e r  o f f i c e r s ,  i n c l u d i n g  a s s i s t a n t  o f f i c e r s ,  as it m a y  d e e m  
n e c e s s a r y ,  e a c h  of w h o m  s h a l l  h a v e  s u c h  a u t h o r i t y  a n d  p e r f o r m  
s u c h  d u t i e s  a s  the B o a r d  of D i r e c t o r s  m a y  f r o m  t i m e  to time d e­
termine.

S e c t i o n  5.02. E l e c t i o n ,  T e r m  o f  O f f i c e  a n d  Q u a l i f i c a t i o n s . 
The o f f i c e r s  o f  t h e  C o r p o r a t i o n  s h a l l  be e l e c t e d  a t  l e a s t  a n -  
n u a l l y  b y  v o t e  o f  a m a j o r i t y  o f  the w h o l e  B o a r d  o f  D i r e c t o r s .  
S u c h  a n n u a l  e l e c t i o n  s h all be  h e l d  a t  the f i r s t  m e e t i n g  of the 
B o a r d  o f  D i r e c t o r s  f o l l o w i n g  the a n n u a l  e l e c t i o n  o f  d i r e c t o r s .
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E a c h  o f f i c e r  s h all h o l d  his o f f i c e  u n t i l  h i s  s u c c e s s o r  shall 
h a v e  b e e n  d u l y  e l e c t e d  a n d  q u a l i f i e d  in h i s  s t e a d  o r  u n t i l  he  
s h a l l  r e s i g n  o r  s h all h a v e  b e e n  r e m o v e d  in t h e  m a n n e r  h e r e i n­
a f t e r  p r o v i d e d .  E x c e p t  a s  m a y  b e  p r o v i d e d  o t h e r w i s e  by lav;, 
a n y  two (2) o r  m o r e  o f f i c e s  m a y  b e  h e l d  b y  the sa m e  person.

S e c t i o n  5.03. R e m o v a l . A n y  o f f i c e r  e l e c t e d  by  the B o a r d  
of D i r e c t o r s  m a y  b e  r e m o v e d  b y  v o t e  of a m a j o r i t y  o f  the w h o l e  
B o a r d  o f  D i r e c t o r s  w h e n e v e r  in its j u d g m e n t  the b e s t  i n t e r e s t  
o f  t h e  C o r p o r a t i o n  w i l l  be s e r v e d  t h e r e b y ,  b u t  s u c h  r e m o v a l  
shall b e  w i t h o u t  p r e j u d i c e  to the c o n t r a c t  r i g h t s ,  if any, of 
the p e r s o n  so re m o v e d .

S e c t i o n  5.04. R e s i g n a t i o n . A n y  o f f i c e r  o f  the C o r p o r a­
tio n  m a y  r e s i g n  at a n y  t i m e  b y  g i v i n g  w r i t t e n  n o t i c e  o f  h i s  r e s­
i g n a t i o n  to the C o r p o r a t i o n .  S u c h  r e s i g n a t i o n  s h a l l  ta k e  e f f e c t  
at t h e  ti m e  r e c e i v e d  u n l e s s  a n o t h e r  t i m e  is s p e c i f i e d  t h e r e i n .
T h e  a c c e p t a n c e  of s u c h  r e s i g n a t i o n  s h a l l  n o t  be  n e c e s s a r y  to m a k e  
it e f f e c t i v e .

S e c t i o n  5.05. V a c a n c i e s . A n y  v a c a n c y  in a n y  o f f i c e  b e c a u s e  
of d e a t h ,  r e s i g n a t i o n ,  r e m o v a l ,  d i s q u a l i f i c a t i o n  or a n y  o t h e r  
c a u s e  m a y  b e  f j l i e d  by  the B o a r d  o f  D i r e c t o r s  a t  a n y  r e g u l a r  o r  
s p e c i a l  m e e t i n g  thereof.

S e c t i o n  5.06. T h e  P r e s i d e n t . T h e  P r e s i d e n t  s h all h a v e  
all t h e  a u t h o r i t y  a n d  p e r f o r m  all t h e  d u t i e s  n o r m a l l y  i n c i d e n t  
to t h e  o f f i c e  of P r e s i d e n t  a n d  s u c h  o t h e r  d u t i e s  as f r o m  t i m e  to 
time m a y  be a s s i g n e d  to h i m  by  t h e  B o a r d  o f  D i r e c t o r s .

S e c t i o n  5.07. T h e  V i c e  P r e s i d e n t s . E a c h  V i c e  P r e s i d e n t  
s h a l l  h a v e  su c h  p o w e r s  a n d  p e r f o r m  s u c h  d u t i e s  as f r o m  t i m e  to 
time m a y  b e  a s s i g n e d  to h i m  by  t h e  B o a r d  o f  D i r e c t o r s .

S e c t i o n  5.08. T h e  S e c r e t a r y . T h e  S e c r e t a r y  shall (a) s e e  
th a t  a l l  n o t i c e s  a r e  d u l y  g i v e n  in a c c o r d a n c e  w i t h  l a w  a n d  t h e s e  
B y - L a w s ;  (b) be c u s t o d i a n  of the se a l  o f  the C o r p o r a t i o n  and 
a f f i x  s u c h  seal to all c e r t i f i c a t e s  o f  s t o c k  o f  the C o r p o r a t i o n  
p r i o r  to t h e i r  i s s u e  and to all d o c u m e n t s  the e x e c u t i o n  o f  which, 
o n  b e h a l f  o f  the C o r p o r a t i o n  u n d e r  its s eal, is a u t h o r i z e d  b y  
the B o a r d  o f  D i r e c t o r s  o r  the E x e c u t i v e  C o m m i t t e e ,  if any, o r  
by a n y  o f f i c e r  o r  a g e n t  o f  t h e  C o r p o r a t i o n  to w h o m  p o w e r  to 
a u t h o r i z e  the a f f i x i n g  of s u c h  s e a l  s h a l l  h a v e  b e e n  d e l e g a t e d ;
(c) keep, o r  c a u s e  to be k e p i n  b o o k s  p r o v i d e d  for t h e  pur p o s e ,  
m i n u t e s  of the m e e t i n g s  o f  t n e  s h a r e h o l d e r s ,  o f  the B o a r d  of 
D i r e c t o r s ,  a n d  of  e a c h  c o m m i t t e e  o f  t h e  Board; (d) k e e p  o r  a r­
r a n g e  to be ke p t  r e g i s t e r s  of  the s h a r e h o l d e r s  o f  s t o c k  in a c­
c o r d a n c e  w i t h  S e c t i o n  6.01 of t h e s e  B y - L a w s ;  (e) see t h a t  the 
b o o k s ,  r e p o r t s ,  s t a t e m e n t s ,  c e r t i f i c a t e s ,  v o t i n g  l i s t s  a n d  a l l  
o t h e r  d o c u m e n t s  and r e c o r d s  r e q u i r e d  b y  l a w  a r e  p r o p e r l y  k e p t  
a n d  filed; (f) sign s u c h  i n s t r u m e n t s  as  r e q u i r e  the s i g n a t u r e  
of the Sec r e t a r y ;  a n d  (g) in g e n e r a l  p e r f o r m  all the d u t i e s  
i n c i d e n t  to t h e  O f f i c e  c f  S e c r e t a r y ,  a n d  s u c h  o t h e r  d u t i e s  as  
f r o m  ti m e  to time m a y  be  a s s i g n e d  to h i m  b y  the B o a r d  of D i r e c­

tors.

-  1 2 2  -



S e c t i o n  5.09. T h e  T r e a s u r e r . The T r e a s u r e r  s h a l l  (a) h a v e  
c h a r g e  a n d  c u s t o d y  of, a n d  be r e s p o n s i b l e  for, a l l  f u n d s  a n d  
s e c u r i t i e s  o f  t h e  C o r p o r a t i o n  a n d  d e p o s i t  a l l  s u c h  f u n d s  in 
su c h  ba n k s ,  t r u s t  c o m p a n i e s  o r  o t h e r  d e p o s i t o r i e s  as s h a l l  be 
s e l e c t e d  in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e s e  B y - L a w s ;
(b) r e c e i v e ,  a n d  g i v e  r e c e i p t s  for, m o n i e s  d u e  a n d  p a y a b l e  to 
the C o r p o r a t i o n  f r o m  a n y  s o u r c e  w h a t s o e v e r ;  (c) s i g n  s u c h  d o c u­
m e n t s  a s  s h all r e q u i r e  the s i g n a t u r e  o f  t h e  T r e a s u r e r ;  a n d
(d) p e r f o r m  s u c h  o t h e r  d u t i e s  a s  f r o m  t i m e  to t i m e  m a y  b e  a s­
si g n e d  to h i m  b y  the B o a r d  of D i r e c t o r s .  T h e  T r e a s u r e r  shall 
g i v e  a b o n d  for the f a i t h f u l  d i s c h a r g e  o f  h i s  d u t i e s  in s u c h  
sum a n d  w i t h  s u c h  s u r e t i e s  as t h e  B o a r d  o f  D i r e c t o r s  s h a l l  d e t e r­
mine.

S e c t i o n  5.10. C o m p t r o l l e r . T h e  C o m p t r o l l e r  s h a l l  keep, 
or c a u s e  to b e  k e p t  a t  s u c h  o f f i c e  of  t h e  C o r p o r a t i o n  as t h e  
B o a r d  o f  D i r e c t o r s  s h a l l  f r o m  t i m e  to t i m e  b y  r e s o l u t i o n  d e s i g­
nate, a n d  s h a l l  b e  r e s p o n s i b l e  for the k e e p i n g  of, c o r r e c t  
r e c o r d s  of the b u s i n e s s  a n d  t r a n s a c t i o n s  o f  the C o r p o r a t i o n  
a n d  at a l l  r e a s o n a b l e  t i m e s  s h a l l  e x h i b i t  s u c h  r e c o r d s  to a n y  
of the d i r e c t o r s  of  the C o r p o r a t i o n  u p o n  a p p l i c a t i o n  a t  the 
o f f i c e  of  the C o r p o r a t i o n  w h e r e  s u c h  r e c o r d s  a r e  kept. T h e  
C o m p t r o l l e r  s h a l l  p e r f o r m  s u c h  o t h e r  d u t i e s  as f r o m  t i m e  to 
time m a y  be a s s i g n e d  to h i m  b y  the B o a r d  of D i r e c t o r s .

S e c t i o n  5.11. D u t i e s  o f  O f f i c e r s  M a y  Be  D e l e g a t e d . S u b­
ject to the a p p r o v a l  of  t h e  B o a r d  o f  D i r e c t o r s ,  w h i c h  a p p r o v a l  
m a y  be of  a g e n e r a l  o r  s p e c i f i c  n a t u r e ,  a n y  o f f i c e r  o f  t h e  C o r­
p o r a t i o n  m a y  d e l e g a t e  to a n y  e m p l o y e e  o f  the C o r p o r a t i o n ,  for 
the p e r i o d  s e t  f o r t h  in s u c h  d e l e g a t i o n ,  b u t  n o t  to e x c e e d  the 
term o f  o f f i c e  o f  the p e r s o n  m a k i n g  s u c h  d e l e g a t i o n ,  a n y  a u t h o r­
ity o r  d u t y  o f  h i s  o f f i c e ;  p r o v i d e d ,  h o w e v e r ,  t h a t  a n y  s u c h  
d e l e g a t i o n  s h a l l  n o t  be  e f f e c t i v e  u n t i l  s u c h  d e l e g a t i o n  a n d  the 
a p p r o v a l  r e l a t i n g  t h e r e t o  a r e  e v i d e n c e d  i n  w r i t i n g  a n d  f i l e d  
in the O f f i c e  of the S e c r e t a r y  o f  the C o r p o r a t i o n .

S e c t i o n  5.12. C o m p e n s a t i o n . T h e  c o m p e n s a t i o n  o f  the 
o f f i c e r s  s h a l l  b e  f i x e d  f r o m  t i m e  to t i m e  b y  the B o a r d  o f  D i r e c­
tors. No  o f f i c e r  o f  t h e  C o r p o r a t i o n  shall, w i t h o u t  p r i o r  full 
d i s c l o s u r e  in w r i t i n g  to t h e  B o a r d  o f  D i r e c t o r s  a n d  e x p r e s s  a p­
pr o v a l  t h e r e o f  b y  the B o a r d  o f  D i r e c t o r s ,  r e c e i v e  a n y  s a l a r y  
from a n y  s o u r c e  o t h e r  th a n  the C o r p o r a t i o n  d u r i n g  his p e r i o d  o f  
e m p l o y m e n t  b y  the C o r p o r a t i o n .

S e c t i o n  5.13. O u t s i d e  I n t e r e s t s  o f  O f f i c e r s  a n d  E m p l o y e e s . 
T h e  B o a r d  o f  D i r e c t o r s  f r o m  t i m e  to t i m e  m a y  a d o p t  r u l e s  and 
r e g u l a t i o n s  g o v e r n i n g  the c o n d u c t  of o f f i c e r s  o r  k e y  e m p l o y e e s  
w i t h  r e s p e c t  to m a t t e r s  in w h i c h  t h e y  h a v e  a f i n a n c i a l  i n t e r e s t  
a d v e r s e  to t h e  i n t e r e s t s  of t h e  C o r p o r a t i o n .  S u c h  r u l e s  a n d  
r e g u l a t i o n s  m a y  f o r b i d  o f f i c e r s  or key e m p l o y e e s  f r o m  p a r t i c i­
pa t i n g  p e r s o n a l l y  and s u b s t a n t i a l l y  in c o r p o r a t e  a c t i o n  w i t h  
r e s p e c t  to a n y  c o n t r a c t ,  t r a n s a c t i o n  or o t h e r  m a t t e r  in w h i c h ,  
to the k n o w l e d g e  of a n y  s u c h  o f f i c e r  or  e m p l o y e e ,  he o r  a n y  
m e m b e r  of h i s  i m m e d i a t e  f a m i l y  has a f i n a n c i a l  i n t e r e s t ,  u n l e s s
(a) s u c h  o f f i c e r  o r  e m p l o y e e  m a k e s  full d i s c l o s u r e  o f  the c i r -
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c u m s t a n c e s  to the B o a r d  o r  its d e l e g a t e  a n d  the B o a r d  o r  its 
d e l e g a t e  d e t e r m i n e s  that the i n t e r e s t  is n o t  a d v e r s e ,  o r  is 
n ot so s u b s t a n t i a l  as  to a f f e c t  the i n t e g r i t y  o f  the s e r v i c e s  
o f  s u c h  o f f i c e r  o r  emplo y e e ,  o r  (b) o n  t h e  b a s i s  jf s t a n d a r d s  
to be e s t a b l i s h e d  in s u c h  r u l e s  o r  r e g u l a t i o n s ,  the f i n a n c i a l  
i n t e r e s t  is too r e m o t e  o r  too i n c o n s e q u e n t i a l  to a f f e c t  the 
i n t e g r i t y  o f  s u c h  s e r v i c e s .  S u c h  r u l e s  a n d  r e g u l a t i o n s  m a y  
a l s o  p r o h i b i t ,  o r  e s t a b l i s h  a p p r o p r i a t e  l i m i t s  upon, the o w n e r­
shi p  b y  s u c h  o f f i c e r  o r  e m p l o y e e ,  o r  m e m b e r  of h i s  i m m e d i a t e  
family, of s e c u r i t i e s  o f  a n y  f i r m  o r  c o r p o r a t i o n  d o i n g  a s u b­
s t a n t i a l  v o l u m e  of b u s i n e s s  w i t h  the C o r p o r a t i o n .

A R T I C L E  VI 

S H A R E S  A N D  T H E I R  I S S U A N C E  A N D  T R A N S F E R

S e c t i o n  6.01. C e r t i f i c a t e s  for S h a r e s .

(a) S h a r e s  of s t o c k  of the C o r p o r a t i o n  s hall b e  r e p r e­
se n t e d  by  c e r t i f i c a t e s  f o r  s h a r e s  in s u c h  form, i n c l u d i n g  the 
fo r m  o f  e l e c t r o n i c a l l y - s t o r e d  d a t a ,  as  t h e  B o a r d  o f  D i r e c t o r s  
m a y  f r o m  t i m e  to ti m e  p r e s c r i b e .  No c e r t i f i c a t e  r e p r e s e n t i n g  
a n y  s h a r e  s h a l l  be i s s u e d  i n i t i a l l y  to a n y o n e  e x c e p t  a q u a l i­
fied i n d i v i d u a l  as d e f i n e d  by the A l a s k a  G S O C  Ac t .  E a c h  c e r t i­
fi c a t e  r e p r e s e n t i n g  s h a r e s  o f  c o m m o n  s t o c k  s h a l l  s t a t e  t h a t  t h e  
t r a n s f e r  o f  the s h a r e s  r e p r e s e n t e d  t h e r e b y  is s u b j e c t  to the 
p r o v i s i o n s  o f  t h e  A l a s k a  G S O C  Act, t h e  A r t i c l e s  o f  I n c o r p o r a­
tion, a n d  the B y - L a w s  of th i s  C o r p o r a t i o n .  S h a r e s  o f  c o m m o n  
s t o c k  s h a l l  be h e l d  in t r u s t  (escrow) for t h e  a c c o u n t  of e a c h  
e l i g i b l e  i n d i v i d u a l  for a p e r i o d  o f  f i v e  (5) y e a r s  f r o m  i n i t i a l  
i s s u a n c e  p u r s u a n t  to the A l a s k a  G S O C  A c t  a n d  f o r  s u c h  a d d i t i o n a l  
p e r i o d  o r  p e r i o d s  o f  t i m e  as the A r t i c l e s  o f  I n c o r p o r a t i o n ,  
By - L a w s ,  o r  e s c r o w  a n a  s t o c k  t r a n s f e r  r e g u l a t i o n s  a d o p t e d  p u r­
sua n t  to the B y - L a w s  of t h e  C o r p o r a t i o n  m a y  p r o v i d e .  C e r t i f i­
ca t e s  for s h a r e s  of s t o c k  of the C o r p o r a t i o n  s h a l l  b e  n u m b e r e d  
a n d  r e g i s t e r e d  in t h e  o r d e r  in  w h i c n  t h e y  s h a l l  b e  issued.

(b) A  r e c o r d  shall be k e p t  of t h e  n a m e  of the p e r s o n  in 
w h i c h  e a c h  c e r t i f i c a t e  f o r  s h a r e s  of s t o c k  o f  t h e  C o r p o r a t i o n  
s hall b e  issued, the n u m b e r  o f  s h a r e s  r e p r e s e n t e d  t h e r e b y ,  t h e  
d a t e  t h e r e o f ,  and, in c a s e  o f  c a n c e l l a t i o n ,  t h e  d a t e  of the c a n­
c e l l a t i o n  the r e o f .  A  r e c o r d  shall a l s o  b e  k e p t  o f  the d e c l a r a­
tio n s  m a d e  as p r o v i d e d  in S e c t i o n  6.02 o f  t h e s e  B y - L a w s  b y  e a c h  
p e r s o n ,  in w h o s e  n a m e  a c e r t i f i c a t e  for s h a r e s  o f  c o m m o n  s t o c k  
is issued.

(c) No c e r t i f i c a t e  for s h a r e s  of  s t o c k  o f  t h e  C o r p o r a t i o n  
s hall b e  v a l i d  u n l e s s  it s h a l l  h a v e  b e e n  s i g n e d  b y  the P r e s i d e n t  
or  a V i c e  P r e s i d e n t  a n d  b y  t h e  S e c r e t a r y  o r  a n  A s s i s t a n t  S e c r e­
tar y  a n d  s h a l l  h a v e  be e n  i m p r e s s e d  w i t h  the c o r p o r a t e  seal; 
p r o v i d e d ,  h o w e v e r ,  t h a t  to the e x t e n t  p e r m i t t e d  by law, the 
s i g n a t u r e s  o f  s u c h  o f f i c e r s  o r  a n y  of t h e m  a n d  s u c h  c o r p o r a t e  
seal m a y  b e  f a c s i m i l e ,  a n d  s u c h  c e r t i f i c a t e s  m a y  b e  in t h e  f o r m  

o f  s t o r e d  e l e c t r o n i c  data.
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S e c t i o n  6.02. D e c l a r a t i o n s  R e q u i r e d . No i s s u e  o r  t r a n s­
fer o f  s h a r e s  o f  c o m m o n  s t o c k  shall be r e g i s t e r e d  o n  the b o o k s  
of the C o r p o r a t i o n ,  a n d  no c e r t i f i c a t e  for s h a r e s  s h a l l  be  
issued, e x c e p t  a f t e r  e x e c u t i o n  a n d  d e l i v e r y  to *-.he C o r p o r a t i o n ,  
by o r  on  b e h a l f  o f  the p e r s o n  in w h o s e  n a m e  s u c h  s h a r e s  a r e  to 
be r e g i s t e r e d  a n d  in w h o s e  n a m e  t h e  c e r t i f i c a t e  f o r  s u c h  s h a r e s  
is to be issued, o f  an  a p p l i c a t i o n  c o n t a i n i n g  d e c l a r a t i o n s ,  in 
s u c h  f o r m  a s  m a y  b e  p r e s c r i b e d  b y  r u l e s  o r  r e g u l a t i o n s  o f  the 
B o a r d  of  D i r e c t o r s ,  w i t h  r e f e r e n c e  to the l i m i t a t i o n s  o n  o w n e r­
ship o f  s h a r e s  s e t  f o r t h  in S e c t i o n  5.01 o f  the A r t i c l e s  of 
I n c o r p o r a t i o n  a n d  to the q u a l i f i c a t i o n s  o f  p e r s o n s  to w h o m  
s h a r e s  m a y  b e  i s s u e d  set f o r t h  in the A l a s k a  G S O C  Law, t h e  A r t i­
cl e s  o f  I n c o r p o r a t i o n ,  o r  in the B y - L a w s  o r  in t h e  s t o c k  t r a n s­
fer r e g u l a t i o n s  a d o p t e d  p u r s u a n t  the r e t o .

S e c t i o n  6.03. T r a n s f e r  of  S t o c k . E x c e p t  a s  o t h e r w i s e
p r o v i d e d  b y  law, t r a n s f e r  of s h a r e s  o f  s t o c k  o f  the C o r p o r a t i o n  
s h all be  m a d e  o n  t h e  b o o k s  of  t h e  C o r p o r a t i o n  o n l y  b y  the h o l d e r  
t h e r e o f ,  o r  by his a t t o r n e y  t h e r e u n t o  a u t h o r i z e d  by a p o w e r  of  
a t t o r n e y  d u l y  e x e c u t e d  a n d  f i l e d  w i t h  the S e c r e t a r y ,  a n d  o n  s u r­
re n d e r  of t h e  c e r t i f i c a t e  o r  c e r t i f i c a t e s ,  if i s s u e d ,  for su c h  
s h a r e s  p r o p e r l y  e n d o r s e d  a n d  the p a y m e n t  o f  all t a x e s  o n  the 
t r a n s f e r  t h ereof. T h e  C o r p o r a t i o n  s h a l l  h a v e  t h e  r i g h t  to t r e a t  
the p e r s o n  w h o s e  n a m e  is r e g i s t e r e d  u p o n  its b o o k s  a s  t h e  h o l d e r  
of  a n y  s h a r e s  o f  its s t o c k  as the a b s o l u t e  o w n e r  of s u c h  shares, 
and, e x c e p t  as o t h e r w i s e  p r o v i d e d  in the B y - L a w s  o r  in r e g u­
l a t i o n s  d u l y  a d o p t e d  p u r s u a n t  t h e r e t o ,  s u c h  p e r s o n  s h all ha v e  
the e x c l u s i v e  r i g h t  to v o t e  a n d  to r e c e i v e  d i v i d e n d s  t h ereon.

S e c t i o n  6.04. R i g h t  o f  F i r s t  R e f u s a l  b y  C o r p o r a t i o n . A s
p r o v i d e d  in S e c t i o n  5.01 o f  the A r t i c l e s  o f  I n c o r p o r a t i o n ,  b e­
fore a n y  i n i t i a l  s h a r e h o l d e r  c a n  sell o r  t r a n s f e r  h i s  i n i t i a l  
share(s) o f  c o m m o n  s t o c k ,  d u r i n g  the f i r s t  fi v e  (5) y e a r s  a f t e r  
issua n c e ,  s u c h  i n i t i a l  s h a r e h o l d e r  s h a l l  f i r s t  o f f e r  s a i d  share(s) 
to the 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  m a y  e x e r c i s e  its r i g h t  
of f i r s t  r e f u s a l  in the f o l l o w i n g  m a n n e r :  (a) T h e  i n i t i a l
s h a r e h o l d e r  s h a l l  d e l i v e r  a n o t i c e  in w r i t i n g  b y  m a i l  o r  o t h e r­
wis e  to the S e c r e t a r y  o f  t h e  C o r p o r a t i o n  s t a t i n g  h i s  i n t e n t i o n  
to s e l l  o r  t r a n s f e r  s u c h  s h a r e ( s ) .  (b) W i t h i n  t h i r t y  (30) 
d a y s  t h e r e a f t e r ,  the P r e s i d e n t  o r  his d e l e g a t e  shall, s u b j e c t  
to a n y  l i m i t a t i o n s  i m p o s e d  by the A r t i c l e s  o f  I n c o r p o r a t i o n  or  
by law, h a v e  tie p r i o r  r x g h t  to p u r c h a s e  s u c h  s h are(s) o n  the 
f o l l o w i n g  t erms a n d  c o n d i t i o n s :  (i) P u r c h a s e  w i l l  be at  b o o k
v a l u e  as d e t e r m i n e d  by t h e  C o r p o r a t i o n ' s  I n d e p e n d e n t  P u b l i c  
A c c o u n t a n t s  as of t h e  e n d  of the q u a r t e r  i m m e d i a t e l y  p r e c e d i n g  
o f f e r  to sell o r  t r a n s f e r  e i t h e r  for c a s h  o r  in i n s t a l l m e n t s  
o v e r  a p e r i o d  n o t  to e x c e e d  fi v e  (5) years. (ii) S h o u l d  the 
C o r p o r a t i o n  fail to p u r c h a s e  s u c h  share(s) at the e x p i r a t i o n  
o f  t h e  t h i r t y  (30) d a y  p e r i o d ,  o r  p r i o r  t h e r e t o  d e c l i n e  to p u r­
ch a s e  s u c h  s h a r e ( s ) ,  t h e  s h a r e h o l d e r  m a y  d i s p o s e  of  his share(s) 
to a n y  p e r s o n  q u a l i f i e d  as a r e s i d e n t  as o f  t h e  d a t e  of t r a n s f e r  
to h o l d  s h a r e s  of  t h e  C o r p o r a t i o n .
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S e c t i o n  6.05. Lost, D e s t r o y e d  a n d  M u t i l a t e d  C e r t i f i c a t e s . 
T h e  h o l d e r  of a n y  s h a r e s  o f  s t o c k  o f  the C o r p o r a t i o n  s hall i m m e­
d i a t e l y  n o t i f y  t h e  C o r p o r a t i o n  o f  a n y  loss, d e s t r u c t i o n  o r  m u t i­
la t i o n  o f  the c e r t i f i c a t e  t h e r e f o r ,  a n d  t h e  B o a r d  o f  D i r e c t o r s  
may, in its d i s c r e t i o n ,  c a u s e  a n e w  c e r t i f i c a t e  o r  c e r t i f i c a t e s  
to b e  i s s u e d  to him, u p o n  the s u r r e n d e r  o f  the m u t i l a t e d  c e r t i­
ficate, o r  in t h e  c a s e  o f  l o s s  o r  d e s t r u c t i o n  o f  t h e  c e r t i f i c a t e ,  
upon s a t i s f a c t o r y  p r o o f  of s u c h  l o s s  o r  d e s t r u c t i o n ,  a n d  the 
d e p o s i t  o f  a b o nd, in s u c h  f o r m  a n d  a m o u n t  a n d  w i t h  s u c h  s u r e t i e s  
as t h e  B o a r d  of D i r e c t o r s  m a y  re q u i r e .

S e c t i o n  6.06. R e g u l a t i o n s . T h e  B o a r d  o f  D i r e c t o r s  m a y  
m a k e  s u c h  r u l e s  a n d  r e g u l a t i o n s  as  it m a y  d e e m  e x p e d i e n t  c o n­
ce r n i n g  t h e  issue, escrow, t r a n s f e r  a n d  r e g i s t r a t i o n  o f  c e r t i­
f i c a t e s  f o r  s h a r e s  o f  s t o c k  o f  t h e  C o r p o r a t i o n .  I t  m a y  a p p o i n t  
o n e  o r  m o r e  t r a n s f e r  a g e n t s  a n d  o n e  o r  m o r e  r e g i s t r a r s  o f  t r a n s­
fers, a n d  m a y  r e q u i r e  all c e r t i f i c a t e s  of s t o c k  to b e a r  the 
s i g n a t u r e  of e i t h e r  a t r a n s f e r  a g e n t  o r  a r e g i s t r a r  o r  both.
The C o r p o r a t i o n  m a y  a c t  as its o w n  t r a n s f e r  agent, and, t h r o u g h  
the i n t e r n a l l y  e s t a b l i s h e d  t r u s t  and e s c r o w  d e p a r t m e n t  o r  d i v i­
sion, as t h e  esci o w  h o l d e r  o r  t r u s t e e  for its o w n  shares. It 
m a y  not, h o w e v e r ,  a c t  b o t h  as t r a n s f e r  a g e n t  a n d  a s  r e g i s t r a r  
for its o w n  shares.

S e c t i o n  6.07. C l o s i n g  T r a n s f e r  B o o k s  - F i x i n g  R e c o r d  Date, 
Etc. I n s o f a r  as p e r m i t t e d  b y  law, t h e  B o a r d  of D i r e c t o r s  shall 
h a v e  p o w e r  to c l o s e  t h e  s t o c k  t r a n s f e r  b o o k s  o f  t h e  C o r p o r a t i o n  
for a p e r i o d  n o t  e x c e e d i n g  f i f t y  (50) d a y s  p r e c e d i n g  t h e  d a t e  
of a n y  m e e t i n g  o f  t h e  s h a r e h o l d e r s ,  o r  the d a t e  f i x e d  f o r  the 
p a y m e n t  o f  a n y  d i v i d e n d  or d i s t r i b u t i o n ,  o r  t h e  d a t e  for the 
a l l o t m e n t  of r i g h t s ,  o r  t h e  d a t e  w h e n  any c h a n g e  o r  c o n v e r s i o n  
or  e x c h a n g e  o f  s h a r e s  w i l l  be  m a d e  o r  go into e f f e c t .  If the 
s t o c k  t r a n s f e r  b o o k s  a r e  so c l o s e d  f o r  the p u r p o s e  o f  d e t e r­
mi n i n g  s h a r e h o l d e r s  e n t i t l e d  to n o t i c e  o f  o r  v o t e  a t  a m e e t i n g  
of s h a r e h o l d e r s ,  s u c h  b o o k s  s h a l l  be c l o s e d  for at  l e a s t  ten 
(10) d a y s  i m m e d i a t e l y  p r e c e d i n g  the d a t e  o f  s u c h  m e e t i n g .  If 
the s t o c k  t r a n s f e r  b o o k s  a r e  so c l o s e d  for a n y  p u r p o s e ,  w r i t t e n  
or p r i n t e d  n o t i c e  of t h e  c l o s i n g  s hall b e  m a i l e d  at  l e a s t  ten
(10) d a y s  b e f o r e  the c l o s i n g  to e a c h  s h a r e h o l d e r  o f  r e c o r d  of 
the C o r p o r a t i o n  at his a d d r e s s  a p p e a r i n g  o n  the r e c o r d s  of  the 
C o r p o r a t i o n ,  o r  s u p p l i e d  by h i m  to t h e  C o r p o r a t i o n  for the p u r­
pose  of notice. W h i l e  the s t o c k  t r a n s f e r  b o o k s  o f  the C o r p o r a­
tion a r e  c l o s e d ,  no t r a n s f e r  o f  s h a r e s  s hall be  m a d e  thereon.
In li e u  o f  c l o s i n g  the s t o c k  t r a n s f e r  b o o k s  as a f o r e s a i d ,  the 
B o a r d  of D i r e c t o r s  may, in its d i s c r e t i o n ,  fix a time, n o t  m o r e  
than f i f t y  (50) d a y s  p r i o r  to t h e  d a t e  of a n y  m e e t i n g  o f  s h a r e­
h o l d e r s  o r  the d a t e  f i x e d  for the p a y m e n t  o f  a n y  d i v i d e n d  or  
d i s t r i b u t i o n ,  o r  t h e  d a t e  for the a l l o t m e n t  o f  r i g h t s ,  o r  the 
d a t e  w h e n  a n y  c h a n g e  o r  c o n v e r s i o n  o r  e x c h a n g e  of s h a r e s  w i l l  
be m a d e  o r  go i n t o  e f f ect, and, in t h e  c a s e  of a m e e t i n g  of 
s h a r e h o l d e r s ,  n o t  less than ten (10) d a y s  b e f o r e  the d a t e  of 
the m e e t i n g ,  as  a r e c o r d  d a t e  for the d e t e r m i n a t i o n  of s h a r e­
h o l d e r s  e n t i t l e d  to n o t i c e  of, o r  to v o t e  a t  a n y  s u c h  m e e t i n g ,  
or e n t i t l e d  to r e c e i v e  p a y m e n t  of  a n y  s u c h  d i v i d e n d  or  d i s t r i b u -
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tion, o r  to r e c e i v e  a n y  s u c h  a l l o t m e n t  o f  r i g h t s ,  o r  to e x e r­
cis e  the r i g h t s  in r e s p e c t  o f  a n y  s u c h  c h a nge, c o n v e r s i o n  or 
e x c h a n g e  o f  shares. If a r e c o r d  d a t e  s h a l l  be f i x e d  as a f o r e­
said, s u c h  p e r s o n s  as  s hall b e  s h a r e h o l d e r s  of r e c o r d  o n  the 
d a t e  so fixed, a n d  o n l y  s u c h  p e r s o n s ,  shall be e n t i t l e d  to n o­
tice of, o r  to v o t e  at, s u c h  m e e t i n g ,  o r  to r e c e i v e  p a y m e n t  of
s u c h  d i v i d e n d ,  or  to  r e c e i v e  s u c h  a l l o t m e n t  of r i g h t s ,  o r  to
e x e r c i s e  s u c h  r i g h t s ,  as  t h e  c a s e  m a y  be, n o t w i t h s t a n d i n g  a n y
t r a n s f e r  of a n y  s h a r e s  o n  t h e  b o o k s  o f  the C o r p o r a t i o n  a f t e r  
a n y  r e c o r d  d a t e  so f i x e d  as a f o r e s a i d .  If the s t o c k  t r a n s f e r  
b o o k s  o f  the C o r p o r a t i o n  s h a l l  n o t  b e  c l o s e d  a s  h e r e i n  p r o v i d e d  
a nd if a r e c o r d  d a t e  for the d e t e r m i n a t i o n  of s h a r e h o l d e r s  
e n t i t l e d  to r e c e i v e  n o t i c e  of, o r  to v o t e  at, a n y  s h a r e h o l d e r s '  
m e e t i n g  s hall n o t  b e  f i x e d  as  h e r e i n  p r o v i d e d ,  the d a t e  o n  
w h i c h  n o t i c e  of  the m e e t i n g  is g i v e n  s h all be in a c c o r d a n c e  
w i t h  S e c t i o n  2 . 0 5  of  t h e s e  B y - L a w s  a n d  s h a l l  b e  the r e c o r d  d a t e  
for s u c h  d e t e r m i n a t i o n .

S e c t i o n  6.08. C o r p o r a t e  R e c o r d s . T h e  C o r p o r a t i o n  s hall 
ke e p  a t  its p r i n c i p a l  p l a c e  o f  b u s i n e s s  (a) the o r i g i n a l  or  a 
d u p l i c a t e  r e c o r d  of the p r o c e e d i n g s  o f  t h e  s h a r e h o l d e r s  and 
d i r e c t o r s ,  (b) t h e  o r i g i n a l  o r  a c o p y  of its B y - L a w s ,  i n c l u d i n g  
all a m e n d m e n t s  o r  a l t e r a t i o n s  t h e r e t o  to date, c e r t i f i e d  b y  
the S e c r e t a r y ,  a n d  (c) a p p r o p r i a t e ,  c o r r e c t  a n d  c o m p l e t e  b o o k s  
and r e c o r d s  of a c c o u n t .  T h e  C o r p o r a t i o n  shall k e e p  a t  its 
p r i n c i p a l  p l a c e  of b u s i n e s s  o r  at  the r e g i s t e r e d  o f f i c e  of the
C o r p o r a t i o n  in ________  , A l a s k a ,  t h e  o r i g i n a l  or
a d u p l i c a t e  s h a r e  r e g i s t e r  o f  shares.

A R T I C L E  VII 

SE A L

The C o r p o r a t i o n  s h a l l  h a v e  a c o r p o r a t e  seal, w h i c h  s h a l l  
be in the f o r m  o f  a c i r c l e  a n d  s h all b e a r  the full na m e  o f  the 
C o r p o r a t i o n  a n d  the w o r d s  a n d  f i g u r e s  " I n c o r p o r a t e d  
___________________, A l a s k a " ,  o r  w o r d s  a n d  f i g u r e s  o f  s i m i l a r  import.

A R T I C L E  V I I I  

I N D E M N I F I C A T I O N

S e c t i o n  8.01.

(a) The C o r p o r a t i o n  m a y  i n d e m n i f y  e a c h  a n d  e v e r y  p e r s o n  
a g a i n s t  a n y  a n d  all e x p e n s e s  a n d  l i a b i l i t i e s  i n c u r r e d  by  h i m  o r  
i m p o s e d  o n  him in c o n n e c t i o n  w i t h  a n y  claim, a c t i o n ,  su i t  or  
p r o c e e d i n g  (whether a c t u a l  o r  t h r e a t e n e d ,  b r o u g h t  by o r  in the 
r i ght of the C o r p o r a t i o n  o r  o t h e r w i s e ,  c i v i l ,  c r i m i n a l ,  a d m i n i­
s t r a t i v e  o r  i n v e s t i g a t i v e ,  i n c l u d i n g  a p p e a l s )  to w h i c h  he m a y  
be o r  is m a d e  a p a r t y  by r e a s o n  of h i s  b e i n g  o r  h a v i n g  b e e n  a 
d i r e c t o r ,  o f f i c e r  o r  e m p l o y e e  of t h e  C o r p o r a t i o n ,  or at its r e­
q u e s t  o f  a n y  o t h e r  c o r p o r a t i o n  in w h i c h  it o w n s  s h a r e s  o f  s t o c k  
o r  of  w h i c h  it is a c r e d i t o r ;  p r o v i d e d ,  h o w e v e r ,  th a t  t h e r e  s h a l l  
be no i n d e m n i f i c a t i o n  (i) as to a m o u n t s  p a i d  in s e t t l e m e n t  or
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o t h e r  d i s p o s i t i o n  of a n y  t h r e a t e n e d  or  p e n d i n g  a c t i o n ,  o r  in 
s a t i s f a c t i o n  o f  a j u d g m e n t  r e n d e r e d  in a n  a c t i o n ,  by o r  in the 
r i g h t  of the C o r p o r a t i o n  o r  s u c h  o t h e r  c o r p o r a t i o n ,  o r  (ii) as 
to m a t t e r s  in r e s p e c t  of  w h i c h  it s h a l l  be a d j u d g e d  in s u c h  
acti o n ,  suit or p r o c e e d i n g  t h a t  s u c h  p e r s o n  w a s  l i a b l e  for 
n e g l i g e n c e  o r  m i s c o n d u c t  in t h e  p e r f o r m a n c e  o f  h i s  d u t y  to the 
C o r p o r a t i o n  o r  s u c h  o t h e r  c o r p o r a t i o n  and, in the c a s e  of a n y  
c r i m i n a l  a c t i o n  o r  p r o c e e d i n g ,  t h a t  he h a d  r e a s o n a b l e  c a u s e  to 
b e l i e v e  that h i s  c o n d u c t  w a s  u n l a w f u l .

(b) A n y  s u c h  p e r s o n  shall b e  e n t i t l e d  to i n d e m n i f i c a t i o n  
as of  r i g h t  (i) if he  has b e e n  w h o l l y  s u c c e s s f u l ,  o n  t h e  m e r i t s  
o r  o t h e r w i s e ,  w i t h  r e s p e c t  to a n y  claim, a c t ion, s u i t  o r  p r o­
cee d i n g ,  o r  (ii) e x c e p t  as  h e r e i n a b o v e  p r o v i d e d ,  in r e s p e c t  of 
m a t t e r s  as to w h i c h  t h e  B o a r d  o f  D i r e c t o r s ,  a c t i n g  by  a q u o r u m  
c o n s i s t i n g  of  d i r e c t o r s  n o t  p a r t i e s  to s u c h  c l a i m ,  a c t ion, 
suit o r  p r o c e e d i n g ,  o r  a c o u r t  o r  i n d e p e n d e n t  l e g a l  c o u n s e l  
shall h a v e  d e t e r m i n e d  t h a t  h e  a c t e d  in g o o d  f a i t h  for a p u r­
p o s e  w h i c h  h e  r e a s o n a b l y  b e l i e v e d  to be in t h e  b e s t  i n t e r e s t s  
of the C o r p o r a t i o n  o r  s u c h  o t h e r  c o r p o r a t i o n  and, in a d d i t i o n ,  
in the c a s e  o f  a n y  c r i m i n a l  a c t i o n  o r  p r o c e e d i n g ,  h a d  no r e a­
s o n a b l e  c a u s e  to b e l i e v e  t h a t  h i s  c o n d u c t  was u n l a w f u l .  T h e  
B o a r d  o f  D i r e c t o r s  o r  s u c h  c o u r t  o r  i n d e p e n d e n t  c o u n s e l  s h all 
have the p o w e r  to d e t e r m i n e  th a t  s u c h  p e r s o n  is e n t i t l e d  to 
i n d e m n i f i c a t i o n  as to s o m e  m a t t e r s  e v e n  t h o u g h  he  is n o t  so 
e n t i t l e d  as to o t h e r s .  T h e  t e r m i n a t i o n  o f  a n y  c l a i m ,  a c t i o n ,  
suit o r  p r o c e e d i n g  by j u d g m e n t ,  s e t t l e m e n t ,  c o n v i c t i o n  o r  u p o n  
a p l e a  o f  n o l o  c o n t e n d e r e  o r  its e q u i v a l e n t ,  s h a l l  n o t  in 
itself c r e a t e  a p r e s u m p t i o n  t h a t  any s u c h  p e r s o n  d i d  n o t  a c t
in g o o d  f a i t h  for a p u r p o s e  w h i c h  he r e a s o n a b l y  b e l i e v e d  to be 
in the b e s t  i n t e r e s t s  of  t h e  C o r p o r a t i o n  and, in t h e  c a s e  of  
a n y  c r i m i n a l  a c t i o n  o r  p r o c e e d i n g ,  that h e  had r e a s o n a b l e  c a u s e  
to b e l i e v e  th a t  his c o n d u c t  w a s  u n l a w f u l .

(c) A m o u n t s  p a i d  in i n d e m n i f i c a t i o n  o f  e x p e n s e s  a n d  l i a­
b i l i t i e s  m a y  inc l u d e ,  b u t  shall not be  l i m i t e d  to, c o u n s e l  fees 
and o t h e r  fees, c o s t s  a n d  d i s b u r s e m e n t s ,  a n d  j u d g m e n t s ,  f i n e s  
or p e n a l t i e s  a g a i n s t  a n d  a m o u n t s  p a i d  in s e t t l e m e n t  b y  s u c h  
person. The C o r p o r a t i o n  m a y  a d v a n c e  e x p e n s e s  to, o r  w h e r e  
a p p r o p r i a t e  m a y  i t s e l f  at  its e x p e n s e  u n d e r t a k e  the d e f e n s e
of, a n y  s u c h  p e r s o n ;  p r o v i d e d ,  h o w e v e r ,  t h a t  h e  s h a l l  h a v e  
u n d e r t a k e n  to r e p a y  o r  to r e i m b u r s e  s u c h  e x p e n s e s  if it should 
be u l t i m a t e l y  d e t e r m i n e d  t h a t  he is n o t  e n t i t l e d  to i n d e m n i f i­
ca t i o n  u n d e r  th i s  A r t i c l e .

(d) P a y m e n t s  of i n d e m n i f i c a t i o n  m a d e  p u r s u a n t  to this 
A r t i c l e  s h all b e  r e p o r t e d  to t h e  s t o c k h o l d e r s  in t h e  n e x t  p r o x y  
s t a t e m e n t  o r  o t h e r w i s e ,  e x c e p t  that n o  s u c h  p a y m e n t s  n e e d  b e  
r e p o r t e d  if s u c h  p e r s o n  h a s  b e e n  w h o l l y  s u c c e s s f u l  o n  the m e r i t s  
o r  o t h e r w i s e .

(e) T h e  p r o v i s i o n s  o f  t h i s  A r t i c l e  s h a l l  be a p p l i c a b l e  
to c l a i m s ,  a c t i o n s ,  s u i t s  o r  p r o c e e d i n g s  m a d e  o r  c o m m e n c e d  
a f t e r  the a d o p t i o n  h e r eof, w h e t h e r  a r i s i n g  f r o m  a c t s  o r  o m i s­
sions to act o c c u r i n g  b e f o r e  o r  a f t e r  the a d o p t i o n  hereof.
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(f) T h e  r i g h t s  o f  i n d e m n i f i c a t i o n  p r o v i d e d  for in th i s  
A r t i c l e  s h all n o t  be d e e m e d  to e x c l u d e  a n y  r i g h t s  to w h i c h  
a ny s u c h  p e r s o n  m a y  o t h e r w i s e  be  e n t i t l e d  by a n y  p r o v i s i o n  o f  
law, A r t i c l e s  of I n c o r p o r a t i o n ,  B y - L a w ,  c o n t r a c t ,  v o t e  of 
s t o c k h o l d e r s  o r  o t h e r w i s e ;  a n d  a l l  s u c h  r i g h t s  s h a l l  e n u r e  to 
the b e n e f i t  o f  t h e  heirs, e x e c u t o r s ,  a d m i n i s t r a t o r s ,  o r  o t h e r  
l egal r e p r e s e n t a t i v e s  of  s u c h  p e r s o n s .

(g) If a n y  p a r t  o f  t h i s  A r t i c l e  s h a l l  b e  found, in a n y  
a c t i o n ,  su i t  o r  p r o c e e d i n g ,  to b e  i n v a l i d  o r  i n e f f e c t i v e ,  the 
v a l i d i t y  a n d  the e f f e c t i v e n e s s  o f  t h e  r e m a i n i n g  p a r t s  shall 
not be a f f e c t e d .

A R T I C L E  IX 

A M E N D M E N T S

A n y  o f  t h e s e  B y - L a w s  m a y  b e  a l t e r e d ,  a m e n d e d  o r  r e p e a l e d ,  
a n d  n e w  B y - L a w s  m a y  be a d o p t e d ,  b y  t h e  a f f i r m a t i v e  v o t e  o f  a 
m a j o r i t y  of  t h e  w h o l e  Board; p r o v i d e d  t h a t  (a) s u c h  a c t i o n  m a y  
be t a k e n  o n l y  at a m e e t i n g  of  t h e  B o a r d  c a l l e d  for s u c h  p u r p o s e ;  
(b) t h e  n o t i c e  o f  s u c h  m e e t i n g  s h a l l  s t a t e  t h e  s u b s t a n c e  o f  the 
B y - L a w  to be m a d e  o r  r e p e a l e d ,  o r  o f  the a l t e r a t i o n  o r  a m e n d m e n t  
and (c) the n o t i c e  o f  s u c h  m e e t i n g  s h a l l  be m a i l e d ,  t e l e g r a p h e d  
or d e l i v e r e d  p e r s o n a l l y  to e a c h  d i r e c t o r ,  at l e a s t  fi v e  (5) d a y s  
b e f o r e  the d a t e  o f  w h i c h  t h e  m e e t i n g  is to be held.
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(1) P a y m e n t  l>y A G S O C  o f  tlie c a s h  I n i t i a l l y  r e q u i r e d  t o  c l o s e  tlie t r a n s a c t i o n .  T h i s  w o u l d  p r o v i d e  A G S O C  w i t h  t h e  c a s h  n e c e s s a r y  t o  p a y  

D P  P i | x ? l i n e ,  I n c .  i t s  c a s l i  r e q u i r e m e n t  f o r  tlie a s s e t s  t o  b e  a c q u i r e d  b y  A G S O C  a n d  w o u l d  e n a b l e  A G S O C  t o  r e t a i n  n e c e s s a r y  w o r k i n g  c a p i t a l .

(2) I t  i s  t e n t a t i v e l y  p r o p o s e d  t h a t  o n e  s h a r e  o f  t h e  s t o c k  o f  A G S O C  w o u l d  b e  i s s u e d  t o  tlie A G S O C  T R U S T  Alt) E S C R O W  D I V I S I O N  f o r  e a c h  

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

w o u l d  m e r e l y  b e  tlie a c q u i s i t i o n  o f  a  r i g h t  o f  i n d e f i n i t e  f u t u r e  v a l u e  a n d  t h u s  n o t  c o n s t i t u t e  a n  i n c o m e  t a x a b l e  e v e n t  t o  tlie s h a r e h o l d e r .

A  U . S .  T r e a s u r y  r u l i n g  t o  t h i s  e f f e c t  w i l l  d o u b t l e s s  b e  s o u g h t  p r i o r  t o  tlie i s s u e  o f  s t o c k .  A l l  s h a r e s  i s s u e d  b y  A G S O C  w o u l d  b e  h e l d  i n  

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

A s  v a l u a b l e  a s s e t s  a r e  a c q u i r e d  b y  A G S O C ,  p r e s u m a b l y  t h e  s h a r e s  b e n e f i c i a l l y  o r  d i r e c t l y  o w n e d  b y  s t o c k h o l d e r s  w o u l d  a c q u i r e  v a l u e .  H i e  

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

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

T i t l e  V I  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ,  a n d  u n t i l  tlie a g e  o f  m a j o r i t y  u n d e r  A l a s k a n  l a w  ( p r e s e n t l y  a g e  1 9 )  f o r  u n d e r - a g e  s t o c k h o l d e r s ,  a n d  u n t i l  

o c m p l i a n o e  b y  tlie s h a r e h o l d e r s  w i t h  r e a s o n a b l e  r u l e s  a n d  r e g u l a t i o n s  o f  A G S O C  c o v e r i n g  r e l e a s e  o f  tlie s t o c k  f r o m  e s c r o w .  W h i l e  f u l l  d e t a i l s  

c a n  o n l y  Ix; d e v e l o p e d  b y  tlie B o a r d  o f  D i r e c t o r s  o f  A G S O C ,  w e  p r e s u m e  t h a t  A G S O C  c o u l d  f u n c t i o n  t o  f a c i l i t a t e  t r a n s f e r s  o f  s t o c k  b e t w e e n  

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

t h e  p l a n ,  w i l l  b e  d e f i n e d .  H i e  c h a r a c t e r  o f  tlie F e d e r a l  G S O C  l a w  i s  s u c h  t h a t  p r e s i m a b l y  A G S O C  o o u l d  o p e r a t e  m u c h  l i k e  a, c l o s e d - e n d  i n v e s t m e n t  

f u n d .

(3) T h i s  d i a g r a m  i s  b a s e d  u p o n  t h e  a s s u m p t i o n  t h a t  tlie e n t i r e  i n t e r e s t  o f  B P  P i p e l i n e ,  I n c .  i n  H V P S  w i l l  b e  p u r c h a s e d  b y  A G S O C .  T h e r e  i s  

a l s o  e v i d e n c e  t h a t  tlie s e l l e r  w o u l d  b e  w i l l i n g  t o  n e g o t i a t e  a  s a l e  o f  1 2 . 5 %  i n t e r e s t  i n  T A P S  r a t h e r  t h a n  1 5 . 8 4 % .  M a n y  c o n s i d e r a t i o n s  w i l l  

e n t e r  i n t o  t h e  B o a r d  o f  D i r e c t o r ' s  d e c i s i o n  w h e t h e r  t o  b u y  1 2 . 5 %  o r  a  g r e a t e r  a m o u n t .  A m o n g  t h e s e  c o n s i d e r a t i o n s  w o u l d  b e  tlie r e l a t i o n s h i p  

o f  t h e  A l a s k a n  o i l  i n t e r e s t  t o  tlie r e s u l t i n g  A G S O C  c a r r i e r  c a p a c i t y ,  t h e  e c o n o m i c s  o f  t r a n s p o r t i n g  f o r  o t l i e r s ,  t h e  r e s u l t i n g  m a r k e i n g  p r o b l e m s  

f o r  A G S O C ,  e t c .

(4) Tlie p r e l i m i n a r y  f i n a n c i a l  d a t a  s u g g e s t  t h a t  t h e  s e l l e r  w o u l d  s e l l  i t s  i n t e r e s t  a t  a  p r i c e  t h a t  w i l l  m a k e  i t  w h o l e ,  a s s u m i n g  t h a t  p r e f e r e n t i a l

r i g h t s  o f  o t h e r  T A P S  o w n e r s  a r e  n o t  e x e r c i s e d .  P r e s u m a b l y  t h i s  f i g u r e  w o u l d  b e  a d j u s t e d ,  d e p e n d i n g  u p o n  n e g o t i a t i o n s  a n d  u p o n  t h e  c l o s i n g  d a t e .

(5) A G S O C  u n d e r  t h i s  f i n a n c i a l  d e s i g n ,  w o u l d  a g r e e  t o  l i o l d  t h e  s e l l e r  h a r m l e s s  f r c m  l i a b i l i t y  f o r  a n y  o f  tlie p r e s e n t l y  o u t s t a n d i n g  d e b t  o f  

$ 1 , 2 1 2  b i l l i o n .

(6) A G S O C  w o u l d  a s s u m e  tlie o b l i g a t i o n  t o  p a y  t h e  d e b t s  o u t s t a n d i n g  o f  t h e  s e l l e r  i n c u r r e d  i n  c o n n e c t i o n  w i t h  t h e  s e l l e r ' s  a c q u i s i t i o n  o f  i t s  

i n t e r e s t  i n  T A P S .

(7) T l i e s e  h a t c l i - m a r k s  a r e  i n t e n d e d  t o  r e p r e s e n t ,  i n  t h e  a g g r e g a t e ,  e a c h  o f  t h e  q u a l i f i e d  r e s i d e n t s  o f  t h e  S t a t e  o f  A l a s k a  w h o s e  e l i g i b i l i t y  

w o u l d  b e  d e f i n e d  b y  tlie A l a s k a  G e n e r a l  S t o c k  O w n e r s h i p  e n a b l i n g  l a w .  E a c h  r e s i d e n t  w o u l d  h a v e  a n  i n d i v i d u a l  e s c r c w  a c c o u n t  i n  tlie e s c r c w  

f a c i l i t y  b u i l t  i n  A G S O C  b y  i t s  e n a b l i n g  l e g i s l a t i o n  a n d  B y - l a w s .  I t  s h o u l d  n o t  b e  a n  o b j e c t i o n  t o  tlie p l a n  a s  a  w h o l e  tliat t h e  p u r c h a s e  o f  

a  s i n g l e  a s s e t ,  a l t h o u g h  a  J o s t a n t i a l  o n e ,  o r  e v e n  o f  s e v e r a l  s u b s t a n t i a l  a s s e t s  f o r  a  d e f i n e d  b o d y  o f  q u a l i f i e d  r e s i d e n t s ,  d o e s  n o t  s o l v e  

a l l  o f  tlie e c o n o m i c  p r o b l e m s  o f  e v e r y o n e  ( i n  t h e  S t a t e  o f  A l a s k a )  f o r e v e r .

(8) A G S O C  w o u l d  d i r e c t l y  g u a r a n t e e  t h e  r e p a y i n e n t  t o  l e n d e r s  o f  f u n d s  l o a n e d  t o  A G S O C  i n i t i a l l y  a n d  f r o m  t i m e  t o  t i n e .

(9) Tlie l e n d e r s  w o u l d  i n i t i a l l y  l o a n  A G S O C  t h e  c a s h  r e q u i r e d  f o r  o r g a n i z a t i o n ,  s t a f f i n g  a n d  s t a r t - u p  o f  o p e r a t i o n s ,  a s  w e l l  a s  f u n d s  f o r  t h e

a c q u i s i t i o n  o f  o p e r a t i n g  a s s e t s  a n d  i n i t i a l  w o r k i n g  c a p i t a l .  T h i s  i l l u s t r a t i o n  a s s u r e s  tlie m a k i n g  o f  g u a r a n t i e s ,  w i t h i n  tlie l i m i t a t i o n s

s e t  f o r t h  i n  tlie A l a s k a  G S O C  l a w  a n d  i n  o t h e r  a p p l i c a l  l a w  p l e d g i n g  tlie g e n e r a l  c r e d i t  o f  tlie S t a t e  o f  A l a s k a ,  a n d  t h u s  a  m i n i m u m  i n t e r e s t  

r a t e  s h o u l d  b e  a v a i l a b l e .  W h i l e  t h e  g u a r a n t e e  b y  tlie S t a t e  o f  A l a s k a  o f  u p  t o  t w e n t y - f i v e  p e r c e n t  ( 2 5 % )  o f  tlie f u n d i n g ,  u p o n  p r o p e r  v o t e  

o f  t h e  c i t i z e n  s h a r e l i o l d e r s ,  i s  a o n t e n p l a t e d  b y  t h i s  p r o p o s a l ,  tlie g e n e r a l  c r e d i t  o f  A G S O C  w o u l d ,  o f  c o u r s e ,  s t a n d  b e h i n d  tlie e n t i r e  d e b t .
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A G S O C  E S T I M A T E D  

( F i r s t  12 M o n t h s )

E X P E N S E  A N D  V A R I A N C E  S T A T E M E N T

Department T o ^ a l  ~ A l l  D e p a r t m e n t s  Ex. O p e r a t i n g

T II 1 S H 0 K T II L Y E A R - T O - D A T E

ACTUAL BUDGET VARIANCE *

1 fl
N 0 ' - 19

ACTUAL VARIANCE •E ’ •
17,000 1 ornccns salaries
38,500 2 OTHER SALARIES

--- 3 BONUSES PAID
14,000 a employee benefits
12,500 5 RECRUITMENT 6 TRAINING ‘

6
82,000 7 TOTAL PAYROLL A PERSONNEL
2,500 8 7FLEPMONF 6 TELETYPE

100 9 TELEGRAMS ft CABLES

\
--- 10 TICKERS 6 QllOTAT 1 ON SERVICES

s 15,000 1 1 PRINTING 6 SUPPLIES
12,500 12 POSTAGE •

I 13

! 30,100 14 TOTAL COMKUH 1 CAT 1 OltS

7,500 IS RENT
--- 10 DEPRECIATION fl AMORT 17AT 1 ON

1,00(5 17 lOUIPMCNI RENTAL
200 10 MAINTENANCE A REPAIRS

65,000 19 E.n.P. SERVICE BUREAU EXPENSES
750 20 INSURANCE - NON PAYROLL

21

74,450 22 TOTAL OCCUPANCY 4 EQUIPMENT

1,000 23 ADVERTISING 5 PROMOTIONAL
250 24 PUBLICATIONS -

1,000 25 TRAVEL
100 20 ENTERTAINMENT fl MEETINGS J

200 27 MEMBERSHIP DUES ft ASSESSMENTS 1
200 20 ASSOCIATION DUCS fl ASSESSMENTS * I

29

2,750 30 TOTAL DUS 1KESS DEVELOPMENT 1
• —— 31 ERRORS ft RAD OF.BTO I

3j  000 32 OUISIDE RFSEARCH SERVICES I

4,500 33 PROFESSIONAL SERVICES
I, --- 34 TAXCS PAID
r 20,000 35 iniinrsi paid . sun. capital
| --- * 3f> INtlfirST PAID - OTHER 1

--- * 117 HANK SrRVICE CHARGES 1
3,000 38 MlSCELLANFOUS OTHER 1

39

30,500 .10 TOTAL OTHER EXPENSE j

• 219,8001- A 1 TOTAL PERIOD EXPENSES ....  1
42 1
A 3 I

4 4 1
1 45 1

' I 1 Unfavorable Varivc.o
------------ - ----a-:---a - snn Kelco fi C o . , Incorporated |

1 nvQ
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N T HE SENATE BY THE FINANCE COMMITTEE

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 170 

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

E LEVENTH L E G I S LATURE - FIRST SESSION 

A BILL

or an Act entitled: "An Act relating to general stock ownership c o r p o r a­

tions and creating the Alaska G e n eral Stock Owne- hip 

Corporation; changing Rule 23.1, Rules of Civil P r o c e­

dure; and providing for an effective date."

E IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* S e c tion 1. AS 10 is amended by adding a new chapter to read:

CHAPTER 50. GENERAL STOCK OWNERSHIP CORPORATIONS.

A R T ICLE 1. SUBSTANTIVE PROVISIONS.

Sec. 10.50.005. PURPOSES. A general stock ownership corporation 

may be organized under this chapter for any lawful purpose unless limited 

by the chartering legislation of a corporation.

Sec. 10.50.010. GENERAL STOCK OWNERSHIP CORPORATIONS. (a) A 

c orpor a t i o n  organized under this chapter is a general stock ownership 

c o r p o r a t i o n  and shall be formed in accordance with subchapter U, chapter 

1 of the Internal Revenue Code of 1954, as amended (26 U.S.C. secs.

1391 - 1397), and with this chapter. A c o r p o r a t i o n  is subject to the 

provisions of this chapter and subchapter U, chapter 1 of the Internal 

R e v enue Code of 1954, as amended (26 U.S.C. sec. 1391 - 1397).

(b) A corporation is not an agency, instrumentality, or political 

su b d i v i s i o n  of the state for any purpose.

Sec. 10.50.015. GENERAL POWERS. A corpor a t i o n  m ay

(1) have perpetual succession in its corporate name unless a 

limited p eriod of duration is stated in its articles of incorporation;

(2) sue and be sued in its corporate name;

-1 -  CSSSSB 170
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(3) adopt a corporate seal and alter it, and use it by having 

it or a fac s i m i l e  of it impressed, affixed or reproduced;

(4) buy, lease, or otherwise acquire, own, hold, improve, use 

and otherwise deal in, real or personal property or any interest in 

property, e xcept that the corporation may not invest in property a c­

quired by it, or for its benefit, through the right of eminent domain;

(5) sell or otherwise dispose of all or any part of its 

property and assets;

(6) lend money to its employees other than its officers and 

directors, a nd oth e r w i s e  assist its employees, officers and directors;

(7) buy or otherwise acquire, own, held, vote, use, sell, 

mortgage, lend, pledge, or otherwise dispose of, and o t herwise use and 

deal in shares or other interests in, or obligations of, other c o r p o r a­

tions, associations, partnerships or individuals, or in direct or i n­

direct o bligations of the U nited States or of any other government, 

state, territory, or m u nicipality or of any instrume n t a l i t y  of them;

(8) make contracts and incur liabilities, b o r r o w  money at the 

rates of interest the corporation determines, issue notes, bonds, and 

other obligations, and secure its obligations by mort g a g e  or pledge of 

all or any of its property, franchise and income;

(9) lend money for its corporate purposes, invest and r e i n­

vest its funds, and take and hold real and personal prop. security 

for the payment of funds loaned or invested;

(10) conduct business, carry on operations, and have offices 

and exercise the powers granted by this chapter in a state, territory, 

district, or pos s e s s i o n  of the United States, or in a foreign country;

(11) elect or appoint officers and agents of the corporation, 

define their duties, and fix their compensation;

(12) make and alter bylaws not inconsistent with its articles
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oi: Incorporation or with the laws of the state, for the administration 

and r e g ulation of the affairs of the corporation;

(13) donate for the public w e l f a r e  or for charitable, scienti­

fic or e d u c a tional purposes, and in time of war donate in aid of war 

a c t i v i t i e s ;

(14) transact lawful business in time of war in aid of the 

U nited State in the prosecution of the war;

(15) pay pensions and establish p e n sion plans, pension trusts, 

p r o f i t - s h a r i n g  plans, and other incentive plans for its directors, 

officers and employees;

(16) cease it corporate activities and s u rrender its corporate 

f r a n c h i s e ;

(17) have and exercise the powers of a limited or general 

partner or a joint adventurer in a ssociation with one or more persons, 

corporations, partnerships or associations;

(18) have and exercise lawful powers nec e s s a r y  to carry out 

the purposes for which the corporation is organized.

Sec. 10.50.020. INDEMNIFICATION OF OFFICERS, DIRECTORS, EMPLOYEES 

AND AGENTS; INSURANCE. (a) A corporation may indemnify a person who 

was or is a party or is threatened to be made a party to a threatened, 

pending, or completed action or proceeding, w h e t h e r  civil, criminal, 

administrative, or investigative, other than a n  a c t i o n  by or in the 

right of the corporation, by reason of the fact that he is or was a 

director, officer, employee or agent of the corporation, or is or was 

serving at the request of the corporation as a director, officer, 

employee or agent of another corporation, partnership, joint venture, 

trust or other enterprise. Indemnification may be against expenses 

i ncluding attorney fees, judgments, fines, and amounts paid in s e t t l e­

ment actually and reasonably incurred by h i m  in connection with the
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1

2

3

4

5

G

7

8

9

10

It

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

78

.22.

action or p r o c eeding if he acted in good faith and in a m a nner he 

reasonably believed to be in or not opposed to the best interests of the 

corporation, and, w i t h  respect to a criminal action or proceeding, had 

no reasonable cause to believe his conduct was unlawful. The t e r m i n a­

tion of an action or p r o ceeding by judgment, order, settlement, c o n v i c­

tion, or upon a plea of nolo contendere or its equivalent, does not, of 

itself, create a p r e s u m p t i o n  that the person did not act in good faith 

and in a manner wh i c h  he reasonably believed uo be in or not opposed to 

the best interests of the corporation, and, with respect to a criminal 

action or proceeding, h a d  reasonable cause to believe that his conduct 

was unlawful.

(b) A c o r p o r a t i o n  may indemnify a person who was or is a party or 

is threatened to be made a party to a threatened, p e n ding or com p l e t e d  

action by or in the right of the corporation to procure a judgment in 

its favor by r e a s o n  of the fact that he is or was a director, officer, 

employee, or agent of the corporation, or is or was s e r ving at the re­

quest of the c o r p o r a t i o n  as a director, officer, employee, or agent of 

another corporation, partnership, joint venture, trust or other e n t e r­

prise. I n d e m n i f i c a t i o n  m a y  be against expenses, including attorney 

fees, actually and r e a s onably incurred by h i m  in connection with the 

defense or settlement of the action if he acted in good faith and in a 

m anner he r e a s o n a b l y  b e l i e v e d  to be in or not opposed to the best in t e r­

ests of the corporation. However, indemnification m ay not be made for 

any claim, issue or m a t t e r  as to which the person has be e n  adjudged to 

be liable for n e g l i g e n c e  or misconduct in the pe r f o r m a n c e  of his duty to 

the c o r p o ration e xcept to the extent that the court in which the action 

was brought determines upon application that, despite the adjudication 

of liability, in view of all the circumstances of the case the person is 

fairly and rea s o n a b l y  entit l e d  to indemnity for the expenses which the
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court considers proper.

(c) To the extent that a director, officer, employee or agent of a 

corporation has b e e n  successful on the merits or o t herwise in defense of 

an action or p r o ceeding referred to in (a) or (b) of this section, or in 

defense of a n y  claim, issue or matter in the a ction or proceeding, he 

shall be indemnified against expenses, including attorney fees, actually 

and rea s o n a b l y  incurred by h i m  in connection with it.

(d) I n d e m n i f i c a t i o n  under (a) or (b) of this section, unless 

ordered by a court, shall be made by the corporation only as authorized 

in the specific case up o n  a determination that i n d emnification of the 

director, officer, employee or agent is proper in the -ircuinstances 

because he has met the applicable standard of conduct set out in (a) and 

(b) of this section. This determination shall be made

(1) by the board of directors by a majority vote of a quorum 

consisting of directors who were not parties to the action or p r o c e e d­

ing, or

(2) if such a quorum is not obtainable, or, even if o b t a i n­

able if a q u o r u m  of disinterested directors so directs, by independent 

legal counsel 1 \ a w r i t t e n  opinion, or

(3) by the stockholders.

(e) Expenses incurred in defending a civil or criminal action or 

proceeding m a y  be paid by the corporation in advance of the final d i s­

position of the action or proceeding as authorized by the board of 

directors in the specific case upon receipt of an u ndertaking by or on 

behalf of the director, officer, employee or agent to repay the amount 

unless it is ul t i m a t e l y  determined that he is entitled to be indemini- 

fied by the c o r p o ration as authorized in this section.

(f) The indemnification provided by this section is not exclusive 

of any other rights to which a person seeking indemnification may be
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entitled under any bylaw, agreement, vote of stockholders or d i s i n t e r­

ested directors or otherwise, both as to action in his official capacity 

and as to a ction in another capacity while holding the office, and 

continues as to a p erson who has ceased to be a director, officer, 

employee or agent, and inures to the benefit of the heirs, executors and 

administrators of that person.

(g) A c orporation may purchase and maintain insurance on behalf of 

a person who is or was a director, officer, employee or agent of the 

corporation, or is or was serving at the request of the corporation as a 

director, officer, employee or agent of another corporation, p a r t n e r­

ship, joint venture, trust or other enterprise against any liability 

asserted against h i m  and incurred by h i m  in such a capacity, or arising 

out of his status as such, whether or not the corporation would have the 

power to indemnify h i m  against the liability under the provisions of 

this section.

Sec. 10.50.030. DEFENSE OF ULTRA VIRES. No act of a corporation 

and no conveyance or transfer or real or personal property to or by a  

c orporation is invalid because the corporation did not have capacity or 

power to p e r form the act or to convey or receive the property. However, 

lack of capacity or power may be asserted as follows.

(1) The assertion may be made in a proceeding by a s h a r e­

holder against the corporation to enjoin the performance of any act or 

the transfer of real or personal property by or to the corporation. If 

the unauthorized act or tranfer sought to be enjoined is being or to be 

performed or made under a contract to which the corporation is a party, 

the court may, if the parties to the contract are parties to the p r o­

ceeding and if the court considers it equitable, set aside and enjoin 

cne performance of the contract, and in so doing may allow compensation 

to the c o r p o r a t i o n  or to the other parties to the contract for the loss
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or damage sustained by either of them resulting from the action of the 

court in setting aside and enjo i n i n g  the perfor m a n c e  of the contract.

The court may not award anticipated profits to be derived fro m  the 

performance of the contract as a loss or damage sustained.

(2) T he asse r t i o n  may be made in a p r o c eeding by the c o r pora­

tion, whether acting directly or through a m c e i v e r ,  trustee, or other 

legal representative, or through shareholders in a r e p r e s entative suit, 

against the incumbent or former officers or directors of the c o r p o r a­

tion.

(3) The assertion may be made in a pro c e e d i n g  by the attorney 

general to dissolve the corporation, or to enjoin the c o r p o ration from 

the transaction of unauthorized business.

Sec. 10.50.035. C O RPORATE NAME. The corporate name shall contain 

the words "general stock ownership corporation" or an abbrev i a t i o n  of 

these words. It may not contain a word or phrase wh i c h  indicates or 

implies that it is organized for a purpose other than the purpose c o n­

tained in the articles of incorporation. It may not be the same as, or 

deceptively similar to, the name of a domestic co r p o r a t i o n  existing 

under the laws of the state or a foreign c orporation aut h o r i z e d  to 

transact business in the state, or a name which has been reserved or 

registered as provided in this chapter.

Sec. 10.50.040. RESERVATION Of COR P O R A T E  NAME. (a) T he exclusive 

right to the use of a corporate name may be reserved by

(1) a person intending to organize a c o r p o ration under this

c h a p t e r ;

(2) a corporation intending to change its name.

(b) Reserv a t i o n  of a corporate name is made by filing an a p p l i c a­

tion with the commissioner. If the commissioner finds that the name is 

available for corporate use, and not a reserved or reg i s t e r e d  business
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name as set out in AS 10.35.010 - 10.35.090, he shall reserve it for the 

exclusive use of the applicant for a period of two years. A re s e r v a t i o n

of corporate name may be renewed for one year.

(c) The holder of a reserved corporate name may transfer the right 

to the exclusive use of the corporate name to another person by filing a 

notice of transfer with the commissioner, signed by the h older and 

specifying the name and address of the transferee.

Sec. 10.50.045. FOREIGN GENERAL STOCK O W NERSHIP CORPORATIONS. 

Corporations organized under the laws of another state shall be governed 

according to AS 10.05.

Sec. 10.50.050. REGISTERED OFFICE AND REGISTERED AGENT. A c o r p o r­

ation shall c o ntinuously maintain in the state a r e g i stered office which

may be, but need not be, the same as its place of business, and a r e g i s­

tered agent. The registered agent may be either an individual resident 

of the state whose business office is the same as the re g i s t e r e d  office, 

or a corporation o r ganized under AS 10.05 whose business office is the 

same as the registered office.

Sec. 10.50.055. FILING LIST OF REGISTERED CORPOR A T I O N S  WITH S U P E R­

IOR COURT. The commissioner shall file a list of the name of each 

corporation, the address of the registered office, and the name and 

address of the registered agent with each clerk of the superior court. 

The commissioner shall provide a periodic supplement to the list ind i­

cating additions, deletions and changes at least once every six months. 

The commissioner shall make the list available to the public for a fee 

prescribed by him.

Sec. 10.50.060. CHANGE OF REGISTERED O FFICE OR AGENT. (a) A 

corporation may change its registered office, agent, or both, by filing 

with the department a verified statement signed by the p resident or 

vice-president setting out
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(1) the name of the corporation;

(2) the address of its re g i s t e r e d  office;

(3) the address of its new re g i s t e r e d  office if the r e g i s­

tered office is to he changed;

(4) the name of its registered agent;

(5) the n a m e  of its new reg i s t e r e d  agent, if its registered

agent is to be changed;

(6) that the change is authorized by resolution of its board 

of directors.

(b) If the commis s i o n e r  finds that the verified statement complies 

with this chapter, he shall file it in his office. T he change becomes 

ef fective w h e n  the s t atement is filed.

Sec. 10.50.065. REGIST R A T I O N  OF REGISTERED AGENT. (a) If the 

registered agent of a co r p o r a t i o n  changes the location of his office 

fro m  one address to another w ithin a city or town, or from one city or 

town in the state to another, he may change the r e g istered office for

each co r p o r a t i o n  for w h o m  h e  is acting as r e g i stered agent by filing in

the office of the commis s i o n e r  a statement setting out

(1) the na m e  of the agent;

(2) the address of his office before change;

(3) the address to which the office is changed; and

(4) a list of corporations for w h o m  he is furnishing a re g i s­

tered office.

(b) The s t atement in (a) of this section .-nust be executed by the 

registered agent in his individual name and, if the agent is a c o r p o r a­

tion it must be e x e c u t e d  by its president or a vice-president and ve r i­

fied by him. The s t atement must be delivered to the commissioner and if 

he finds that the s t atement complies wi t h  this chapter, he shall file it 

in his office. The change becomes effective when the statement is
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(c) A r e g i s t e r e d  agent may resign by filing a w r i t t e n  notice, 

executed in duplicate, with the commissioner. The w r i t t e n  notice of 

resignation shall set out the latest address of the principal office of 

the c orporation and the names, addresses and titles of the most recent 

officers of the c o r p o ration known by the ab “nt. The commissioner shall 

immedi a t e l y  mail a copy of the notice to the corporation at its p r i n c i­

pal office. The a ppointment of the agent terminates 30 days after 

receipt of the notice by the commissioner.

Sec. 10.50.070. S E R V I C E  O F  PROCESS ON CORPORATION. (a) The 

registered agent of a c o r p o r a t i o n  is an agent upon w h o m  process, notice 

or demand required or p e rmitted by law to be served upon the corporation 

m ay be served.

(b) When a corpor a t i o n  fails to appoint or maintain a registered 

agent in the state, or w h e n  its registered agent cannot, with reasonable 

diligence, be found at the registered office, the commissioner is an 

agent of the c o r p o ration upon w h o m  the process, notice, or demand may be 

served. Service is made u p o n  the commissioner as agent by leaving with 

him, or wit h  a clerk h a v i n g  charge of the corporation department of his 

office, d uplicate copies of the process, notice or demand. Whe n  p r o­

cess, notice or demand is served on the commissioner, he shall i m m e d i­

ately forward a copy of it by registered mail to the corporation at its 

registered office. Service on the commissioner is returnable in not 

less than 30 days.

(c) The commissioner shall keep a record of processes, notices and 

demands served upon h i m  s h o wing the time of service and his action with 

reference to the service. This chapter does not limit or affect the 

right to serve process, notice or demand required or permitted by law to 

be served upon a c o r p o ration in any other manner permitted by law.
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Sec. 10.50.075. CREATION AND ISSUANCE OF SHARES. A corpor a t i o n  

may create and issue the number of shares stated in its articles of 

incorporation and as provided in AS 10.50.320(a)(5) - (7). The shares 

shall be without par value.

Sec. 10.50.080. CONSIDERATION FOR SHARES. (a) Shares may be 

issued without consideration or for consideration fixed by the s h a r e­

holders before the issuance. Consideration for shares shall be fixed by 

a vote of a majority of the shares voting on the issue.

(c) Treasury shares may be disposed of by the c orporation for 

consideration not more than the book value of the shares.

Sec. 10.50.085. PAYMENT FOR SHARES. (a) C o n s i d e r a t i o n  for the 

issuance of shares if required may be paid, in whole or in part, in 

money, in other property, tangible or intangible, or in labor or s e r­

vices actually performed for the corporation. When payment of the 

c o n s ideration for shares is received by the corporation, the shares are 

considered fully paid and nonassessable.

(b) A promissory note or future service does not constitute p a y­

ment or part payment for shares of a corporation.

Sec. 10.50.090. JUDGMENT OF HOARD OR SHAREHOLDER AS TO VALUE OF 

C ONSIDERATION CONCLUSIVE. In the absence of fraud in the transaction, 

the judgment of the board of directors or the shareholders as to the 

value of the consideration received for shares is conclusive.

Sec. 10.50.095. EXPENSES OF ORGANIZATION, R EORGANIZATION AND 

FINANCING. The reasonable charges and expenses of o r g anization or 

reorganization of a corporation, and the reasonable expenses of and 

compensation for the sale or underwriting of its shares, may be paid or 

a llowed by the corporation out of the consideration received by it in 

payment for its shares without rendering the shares not fully paid and 

nonassessable.
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Sec. 10.50.100. CERTIFICATES REPRESENTING SHARES. The shares of a 

corporation shall be represenued by certificates signed by the president 

or vice-president and the secretary or an assistant secretary of the 

corporation, and may be sealed with the seal of the corporation or a 

facsimile of the seal. T he signatures of the president or v i c e - p r e s i­

dent and the secretary or assistant secretary on a certificate may be 

facsimiles if the certificate is countersigned by a transfer agent, or 

registered by a registrar, other than the corporation itself or an 

employee of the corporation. If an officer who has signed or whose 

facsimile signature has been placed on a certificate ceases to be an 

officer before the certificate is issued, it may be issued by the c o r­

poration with the same effect as if he were an officer at the date of 

its issue.

Sec. 10.50.105. INFORMATION REQUIRED TO BE STATED ON CERTIFICATE.

Each certificate representing shares shall state on the face

(1) that the corporation is organized under the laws of the

state i

(2) the name of the p e rson to w h o m  issued;

(3) the number of shares which the certificate represents;

(4) a statement that the shares are without par value.

Sec. 10.50.110. FULL PAYMENT REQUIRED FOR CERTIFICATE. A c e r t i­

ficate may not be issued for a share until the share is fully paid if 

c o n s ideration is required.

Sec. 10.50.115. ISSUANCE OF FRACTIONAL SHARES. (a) A corporation 

may issue a certificate for a fractional share.

(b) A certificate for a fractional share entitles the holder to

exercise voting rights, to receive dividends, and to participate in the 

assets of the corporation in the event of liquidation.

Sec. 10.50.120. LIABILITY OF SUBSCRIBERS AND SHAREHOLDERS. (a) A
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holder of or subscriber to shares of a corpor a t i o n  is under no o b l i g a­

tion to the c o r p o ration or its creditors with respect to the shares 

other than the o b l igation to pay to the c o r p o ration the full c o n s i d e r a­

tion for which the shares were issued or to be issued.

(b) An assignee or transferee of shares or of a subscription for 

shares in good faith and without knowledge or notice that the full 

c o n s i d e r a t i o n  has not been paid is not personally liable to the c o r p o r a­

tion or its creditors for any unpaid portion of the consideration.

(c) An executor, administrator, conservator, guardian, trustee, 

assignee for the benefit of creditors, or receiver is not personally 

liable to the corporation as a holder of or subscriber to shares of a 

corporation but the estate and funds held by h im are liable.

(d) A pledgee or other holder of shares as collateral security is 

not personally liable as a shareholder.

Sec. 10.50.125. BYLAWS. The board of directors shall adopt the 

initial bylaws of a c orporation in accordance with AS 10.50.335. The 

power to alter, amend or repeal the bylaws or to adopt new bylaws is 

vested in the board of directors and the shareholders. The bylaws m ay 

contain provisions for the regulation and m a n agement of the affairs of 

the corporation consistent with law and the articles of incorporation.

Sec. 10.50.130. MEETINGS OF SHAREHOLDERS. (a) Meetings of s h a r e­

holders shall be held in the state, as may be provided in the bylaws.

The board of directors shall designate the place of the meeting.

(b) An annual m e e ting of the shareholders shall be h e l d  at the 

time provided in the bylaws. Failure to hol d  the annual meeting at the 

designated time does not wo r k  a forfeiture or dissolution of the c o r p o r­

ation.

(c) Special meetings of the shareholders may be called by the 

president, b y  the board of directors, by the holders of not less than

-13- CSSSSB 170

m



1,000 shares, or by the other officers or persons provided in the 

articles of i n c o r poration or the bylaws.

(d) The shareholders of a corporation may p articipate in a meeting 

of the shareholders by communicating s i m u l t aneously with the other 

shareholders from places designated in the notice of meeting by means of 

conference telephones or other communications equipment, so long as all 

shareholders p a r t icipating in the m e e ting can hear one another.

Sec. 10.50.135. N O T I C E  OF SHAREHOLDERS' MEETINGS. (a) Beginning 

not less than 150 days before a meeting of shareholders, the c orporation 

shall notify the shareholders of the time and manner in which (1) n o m i­

nations for the board of directors of the corporation may be made and 

(2) issues may be placed on the corporation ballot for c o n s i deration by 

the shareholders. Notice shall be by publication in newspapers in all 

regions of the state and shall appear at least w eekly for not less than 

four weeks.

(b) Written or printed notice stating the place, day and hour of 

the meeting and, in case of a special meeting, the purpose for which the 

m e e t i n g  is called, shall be delivered not less than 60 nor more than 90 

days before the da^e of the meeting, either personally or by mail, by or 

at the direction of the president, the secretary, or the officer or 

persons calling the meeting, to each shareholder of record entitled to 

vote at the meeting. If mailed, the notice is considered delivered when 

deposited in the United States mail addressed to the shareholder at his 

address as it appears on the stock transfer books of the corporation, 

with postage prepaid.

Sec. 10.50.140. CLOSING OF TRANSFER BOOKS AND FIXING RECORD DATE,

(a) To determine the shareholders entitled to notice of or to vote at a 

m e e ting cf shareholders or an adjournment of a meeting, or entitled to 

receive payment of a dividend, or in order to make a determination of
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1 shareholders for any other proper purpose, the board of directors of a 

corpor a t i o n  may provide that the stock transfer books shall be closed 

for a stated period not exce e d i n g  90 days. If the stock transfer books 

are closed to determine shareholders entitled to n o tice of or to vote at 

a meeting of shareholders, they shall be closed for at least 60 days 

immediately preceding the meeting.

(b) Instead of closing the stock transfer books, the bylaws, or in 

the absence of an applicable b y l a w  the board of directors, may fix in 

advance a date as the record date for the d e t e rmination of shareholders. 

This record date shall be not more than 90 days and, in case of a m e e ting 

of shareholders, not less than 60 days before the date on which the 

particular a ction requiring the determination of shareholders is to be 

taken. If the stock transfer books are not closed and no record date is 

fixed for the determination of shareholders e n t i t l e d  to notice of or to 

vote at a meeting of shareholders, or shareholders entitled to receive 

payment of a dividend, the date on which notice of the m e e ting is mailed 

or tlie date on which the resolution of the board of directors declaring 

tlie dividend is adopted is, as the case may be, the record date for the 

determination of s h a r e h o l d e r s . When a d e t e r m i n a t i o n  of shareholders 

entitled to vote at a m e e ting of shareholders is made, the determination 

applies to an adjournment of the m e e ting except whe n  the determination 

has been made through the closing of the stock transfer books and the 

stated period of closing has expired.

Sec. 10.50.145. VOTING LIST. (a) At least 60 days before each 

meeting of shareholders, the officer or agent h a ving charge of the stock 

transfer books for shares of a c orporation shall make a list of the 

shareholders entitled to vote at the meeting or an adjournment of the 

meeting, arranged in alphabetical order, with the address of and the 

number of shares held by each. The list shall be kept on file at the
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