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Re: P r o p o s e d  L e g i s l a t i o n  - AS 4 5 . 5 5 . 1 3 9

D e a r  Mr. B r e c h t :

J o h n  S c h a e f f e r ,  p r e s i d e n t  o f  N A N A  R e g i o n a l  C o r p o r a t i o n ,
Inc., has a s k e d  us, as N A N A ' s  g e n e r a l  c o u n s e l to r e s p o n d  to
y o u r  A u g u s t  24, 1976, l e t t e r  r e q u e s t i n g  N A N A ' s  c o m m e n t s  o n  the 
p r o p o s e d  l e g i s l a t i o n ,  A S  4 5 . 5 5 . 1 3 9 ,  r e l a t i n g  to r e p o r t s  o f  
c o r p o r a t i o n s  f o r m e d  u n d e r  the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  
Act.

Fi r s t ,  w e  s h o u l d  s t a t e  t h a t  w e  a r e  in f u l l  a g r e e m e n t  
w i t h  the g e n e r a l  s c h e m e  o f  t h e  p r o p o s e d  bill. C o n s i s t e n t  w i t h  
t h e  s p i r i t  o f  t h e  f e d e r a l  e x e m p t i o n s  g r a n t e d  by C o n g r e s s ,  t h e  
b i l l  do e s  n o t  i m p o s e  o n  t h e  c o r p o r a t i o n s  any n e w  a f f i r m a t i v e  or 
s u b s t a n t i v e  b u r d e n s ,  b u t  i n  e f f e c t  m e r e l y  m a k e s  it e a s i e r  for 
t h e  S t a t e  o f  A l a s k a  to e n f o r c e  its s t a t u t o r y  p r o v i s i o n s  p r o ­
h i b i t i n g  f a l s e  or m i s l e a d i n g  s t a t e m e n t s  to s t o c k h o l d e r s  a n d  
o t h e r  f o r m s  o f  fraud. W e  b e l i e v e  th a t  t h e  c o r p o r a t i o n s  a l r e a d y  
a r e  c o v e r e d  by t h e  S t a t e ' s  s u b s t a n t i v e  s t a n d a r d s  r e g u l a t i n g  
c o r p o r a t e  a c t i v i t y ,  a n d  t h e  r e q u i r e m e n t  t h a t  the m a t e r i a l s  be 
f i l e d  w i t h  the S t a t e ' s  a d m i n i s t r a t o r  s e e m s  a r e a s o n a b l e  m e t h o d  
o f  f a c i l i t a t i n g  t h e  S t a t e ’s e n f o r c e m e n t  o f  t h e s e  s t a n d a r d s .

T h e  f o l l o w i n g ,  h o w e v e r ,  a r e  s o m e  s p e c i f i c  c o m m e n t s  
o r  s u g g e s t i o n s  w h i c h  w e  h a v e  o n  the p r o p o s e d  l e g i s l a t i o n .  
F i r s t ,  we  w i s h  to c l a r i f y  w h a t  m a y  b e  a m i s u n d e r s t a n d i n g  as
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to w h a t  is r e q u i r e d  by t h e  J a n u a r y  2, 1976, a m e n d m e n t s  to t h e  
A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Ac t ,  P u b l i c  L a w  9 4 - 2 0 4 .  T h e  
’’J u s t i f i c a t i o n "  a c c o m p a n y i n g  t h e  p r o p o s e d  l e g i s l a t i o n  s t a t e s  
t h a t  Settlement. A c t  c o r p o r a t i o n s ,  a l t h o u g h  e x e m p t  f r o m  the 
f e d e r a l  s e c u r i t i e s  laws, a r e  r e q u i r e d  to " s e n d  t h e i r  s t o c k­
h o l d e r s  y e a r l y  a r e p o r t  c o n t a i n i n g  s u b s t a n t i a l l y  t h e  s a m e  
i n f o r m a t i o n  r e q u i r e d  in a n  a n n u a l  r e p o r t  o f  a c o r p o r a t i o n  w h i c h  
is s u b j e c t  to t h e  f e d e r a l  a c t s . "  T h i s  is n o t  q u i t e  a c c u r a t e .  
S e c t i o n  3 of  P u b l i c  L a w  9 4 - 2 0 4 ,  w h i c h  e x e m p t s  t h e  c o r p o r a t i o n s  
f r o m  t h e  f e d e r a l  s e c u r i t i e s  laws, r e q u i r e s  s u c h  r e p o r t s  o n l y  
o f  c o r p o r a t i o n s  w h i c h ,  b u t  for t h e  e x e m p t i o n ,  w o u l d  b e  s u b j e c t  
to the S e c u r i t i e s  E x c h a n g e  A c t  o f  1934.- T h e  1 9 3 4  A c t  a p p l i e s  
o n l y  to c o r p o r a t i o n s  w i t h  m o r e  t h a n  5 0 0  s t o c k h o l d e r s  and 
$ 1 ,0 0 0 , 0 0 0  in a s s e t s ,  a n d  t h e r e f o r e  it is o n l y  t h e  t w e n t y  or 
s o  l a r g e s t  S e t t l e m e n t  Act c o r p o r a t i o n s ,  m e e t i n g  t h e s e  c r i t e r i a ,  
w h i c h  m u s t  m a i l  s u c h  a n n u a l  r e p o r t s .  T h e  o n l y  s t o c k h o l d e r  
r e p o r t i n g  r e q u i r e m e n t s  i m p o s e d  by f e d e r a l  l a w  o n  t h e  s m a l l e r  
c o r p o r a t i o n s  are t h o s e  c o n t a i n e d  in s e c t i o n s  7 (o) a n d  8 (c) o f  
t h e  S e t t l e m e n t  Act, r e q u i r i n g  t h e  d i s t r i b u t i o n  to t h e  s t o c k­
h o l d e r s  o f  t h o  c o r p o r a t i o n ' s  a n n u a l  a u d i t .  T h u s  w e  w o u l d  
s u g g e s t  t h a t  t h e  s t a t e m e n t  o f  " J u s t i f i c a t i o n "  be c o r r e c t e d .
T h e  c o r r e c t i o n ,  h o w e v e r ,  s h o u l d  n o t  t o  o u r  m i n d  g e n e r a t e  a n y  
c h a n g e s  in t h e  s u b s t a n c e  o f  t h e  p r o p o s e d  l e g i s l a t i o n .

D e a l i n g  w i t h  t h e  s p e c i f i c  l a n g u a g e  o f  the p r o p o s e d  
b ill, w e  w o u l d  s u g g e s t  t h a t  t h e  b i l l  b e  m a d e  m o r e  s p e c i f i c  in 
d e s c r i b i n g  p r e c i s e l y  w h i c h  m a t e r i a l s  m u s t  b e  f i l e d  w i t h  t h e  
S t a t e .  F o r  e x a m p l e ,  w e  a r e  n o t  s u r e  o f  w h a t  is i n c l u d e d  in 
" o t h e r  m a t e r i a l s , "  a n d  b e l i e v e  t h a t  t h i s  t e r m  m a y  r e q u i r e  t h e  
f i l i n g  of m a t e r i a l s  w h i c h  the S t a t e  is n o t  r e a l l y  i n t e r e s t e d  
in s e e i n g .  F o r  e x a m p l e ,  N A N A  p e r i o d i c a l l y  s e n d s  its s t o c k­
h o l d e r s  a n e w s l e t t e r ,  in n e w s p a p e r  f o r m a t ,  r e p o r t i n g  on v a r i o u s  
c o r p o r a t e  a c t i v i t i e s  as w e l l  as g i v i n g  o t h e r  n e w s  o f  g e n e r a l  
i n t e r e s t  in t h e  r e g i o n  but n o t  r e l a t e d  to N A N A ' s  a c t i v i t i e s .  
S i m i l a r l y ,  d i v i d e n d  c h e e k s  a r e  m a i l e u  o u t  a n n u a l l y ,  w i t h  an 
a p p r o p r i a t e  w r i t t e n  e x p l a n a t i o n  o f  t h e  n a t u r e  o f  t h e  d i v i d e n d .  
F i n a l l y ,  at v a r i o u s  i n f o r m a l  m e e t i n g s  h o l d  f r o m  t i m e  to t i m e  
in v a r i o u s  o f  t h e  v i l l a g e s ,  for the p u r p o s e  o f  e x p l a i n i n g  to 
g r o u p s  of s t o c k h o l d e r s  v a r i o u s  c o r p o r a t e  m a t t e r s  o f  c o n c e r n  to 
them, w r i t t e n  o u t l i n e s  or  e x p l a n a t i o n s  s o m e t i m e s  a r e  p r e p a r e d  
a n d  d i s t r u b i t e d  to p e r s o n s  a t t e n d i n g  t h e  m e e t i n g s .  T h e s e  t i e  
i n  w i t h  o r a l  p r e s e n t a t i o n s  m a d e  at the m e e t i n g ,  and, s t a n d i n g  
a l o n e ,  th e y  w o u l d  m o s t  l i k e l y  m a k e  l i t t l e  s e n s e  to a S t a t e  
o f f i c i a l  w h o  d i d  n o t  a l s o  a t t e n d  t h e  m e e t i n g .  S u c h  m a t e r i a l s  
a r e  net t r a d i t i o n a l l y  o f  t h e  ty p o  w h i c h  s t a t e  or f e d e r a l  
s e c u r i t i e s  a d m i n i s t r a t o r s  t e n d  to  r e g u l a t e ,  p a r t i c u l a r l y  s i n c e
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t h e y  t e n d  n o t  to r e l a t e  to t h e  f i n a n c i a l  c o n d i t i o n  o f  the c o r­
p o r a t i o n  or to any s t o c k h o l d e r s '  v o t e  b e i n g  taken. W e  t h e r e f o r e  
w o u l d  s u g g e s t  t h a t  t h e  f i l i n g  r e q u i r e m e n t  a p p l y  o n l y  to " a n n u a l  
r e p o r t s  to s t o c k h o l d e r s  a n d  p r o x y  s t a t e m e n t s  a n d  o t h e r  p r o x y  
m a t e r i a l s  r e l a t i n g  to a v o t e  o f  s t o c k h o l d e r s . "

S e c o n d l y ,  w e  w o u l d  s u g g e s t  t h a t  t h e  d e s c r i p t i o n  of 
t h e  c o r p o r a t i o n s  c o v e r e d  uy t h e  p r o p o s e d  l e g i s l a t i o n  be c h a n g e d  
s i m p l y  to r e f e r  to " a  c o r p o r a t i o n  o r g a n i z e d  p u r s u a n t  to t h e  
A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act, as a m e n d e d  (43 U . S . C .
§§ 1 6 0 1  et s e q . ) . "  P r e s e n t l y ,  t h e  r e f e r e n c e  is to c o r p o r a t i o n s  
e x e m p t e d  f r o m  the f i l i n g  p r o v i s i o n s  o f  t h e  t h r e e  f e d e r a l  s e c u­
r i t i e s  laws. W e  b e l i e v e  t h i s  is i n t e n d e d  to c o v e r  all 
S e t t l e m e n t  A c t  c o r p o r a t i o n s ,  a n d  a r e f e r e n c e  to the S e t t l e m e n t  
A c t  w o u l d  s e e m  to b e  a m o r e  p r e c i s e  w a y  o f  e x p r e s s i n g  this. 
M o r e o v e r ,  i d e n t i f y i n g  t h e  c o r p o r a t i o n s  by r e f e r e n c e  to t h e  
f e d e r a l  e x e m p t i o n s  w o u l d  l e a v e  r o o m  for a c o r p o r a t i o n  w h i c h  
e v e n  without, the e x e m p t i o n s  w o u l d  n o t  h a v e  b e e n  s u b j e c t  to the 
f e d e r a l  a c t s  to a r g u e  t h a t  i t  t h e r e f o r e  a l s o  is not s u b j e c t  to 
t h e  p r o p o s e d  s t a t e  law. T h i s  w o u l d  b e  c o n t r a r y  to w h a t  w e  
b e l i e v e  to b e  t h e  i n t e n t  o f  y o u r  b i l l .

F i n a l l y ,  w e  b e l i e v e  t h a t  t h e  l a s t  s e n t e n c e  of t h e  
p r o p o s e d  b i l l  m a y  be  d e l e t e d  e n t i r e l y ,  s i n c e  to us  it a p p e a r s  
s u p e r f l u o u s .  W e  a l w a y s  h a v e  b e l i e v e d  t h a t  any m a t e r i a l s  d i s­
t r i b u t e d  by a n y  o f  t h e  S e t t l e m e n t  A c t  c o r p o r a t i o n s  to  its 
s t o c k h o l d e r s  w e r e  s u b j e c t  to a n y  e x i s t i n g  S t a t e  laws n o r m a l l y  
a p p l i c a b l e  t h e r e t o ,  s u c h  as t h e  l a w s  p r o h i b i t i n g  f a l s e  a n d  m i s­
l e a d i n g  s t a t e m e n t s .  T h i s  i n  f a c t  is o n e  o f  t h e  r e a s o n s  w h y  
C o n g r e s s  d e t e r m i n e d  t h a t  t h e  f e d e r a l  s e c u r i t i e s  laws n e e d  n o t  

a l s o  apply.

T o  s u m m a r i z e ,  w e  w o u l d  p r o p o s e  t h a t  A S  4 5 . 5 5 . 1 3 9  
r e a d  as f o l l o w s :

" A  c o p y  o f  a l l  a n n u a l  r e p o r t s  to s t o c k­
h o l d e r s  a n d  p r o x y  s t a t e m e n t s  a n d  o t h e r  
p r o x y  m a t e r i a l s  r e l a t i n g  to a v o t e  o f  
s t o c k h o l d e r s  d i s t r i b u t e d  to A l a s k a n  s t o c k­
h o l d e r s  of  a c o r p o r a t i o n  o r g a n i z e d  p u r s u a n t  
t o  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  
Act, as a m e n d e d  (43 U . S . C .  §§ 1 6 0 1  £ t  s e q .), 
s h a l l  be  f i l e d  w i t h  t h e  a d m i n i s t r a t o r  c o n­
c u r r e n t l y  w i t h  t h e i r  d i s t r i b u t i o n  to 
s h a r e h o l d e r s ."



O n  b e h a l f  o f  N A N A ,  w e  t h a n k  y o u  for t h e  o p p o r t u n i t y  
p r o v i d e d  us  to r e v i e w  and c o m m e n t  on t h e  p r o p o s e d  b i l l .  W e  
w o u l d  be p l e a s e d  to p r o v i d e  y o u  w i t h  a n y  f u r t h e r  a s s i s t a n c e  
o r  s u g g e s t i o n s  w h i c h  y o u  m i g h t  f i n d  h e l p f u l .
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S i n c e r e l y  y o u r s ,



A t t e n d a n t s  o f  m e e t i n g  o f  O c t o b e r  1 3 ,  1 9 7 6  
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G e o r g e  S e e  

E v e r e t t  B u n e s s  

B r i a n  J o h n s o n  

P e r r y  E a t o n  

B i l l  T i m m e  

D a v e  C o o k e  

J a n i e  B r o w e r

D e p a r t m e n t  o f  C o m m e r c e

D e p a r t m e n t  o f  C o m m e r c e

B r i s t o l  B a y  N a t i v e  C o r p .

S e a l a s k a  C o r p o r a t i o n

A r c t i c  S l o p e  R e g .  C o r p .

C a l i s t a  C o r p o r a t i o n

K o n i a g ,  I n c .

D o y o n  L i m i t e d

B e r i n g  S t r a i t s

A F N  ( s e c r e t a r y  t o  

S a m  K i t o )

P o u c h  D ,  J u n e a u ,  A l a s k a  9 9 3 1 1  

P o u c h  D ,  J u n e a u ,  A l a s k a  9 9 8 1 1  

4 4 5  E .  5 t h  A v e ,  A n c h o r a g e ,  A K .  

8 1 1  W e s t  1 2 t h ,  J u n e a u ,  A K .

3 1 3  E .  S t ,  S u i t e  5 ,  A n c h ,  A K .  

5 1 6  D e n a l i  S t ,  A n c h o r a g e ,  A K .  

3 5 0 1  H o o p e r  W a y ,  A n c h ,  A K .  

F i r s t  & H a l l ,  F a i r b a n k s ,  A K .  

3 1 0  K .  S t ,  S u i t e  6 0 1 ,  A n c h .  A K ,  

8 t h  & F .  S t . ,  A n c h ,  A K .
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SUBJECT:

J u l i u s  J .  B r e c h t *  A S  4 5 . 5 5 . 1 3 9  -  S t a t u s

D i r e c t o r  C o r p o r a t i o n s
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. O n  O c t o b e r  1 3 , M 9 7 6 ,  J a m e s  L . .  T h o m p s o n ,  S e c u r i t i e s  E x a r a i  n e r  w i  t h  t h e  D i v i s i o n  o f  

B a n k i n g ,  a n d  I  m e t  w i t h  l e a d e r s  o f  v a r i o u s  N a t i v e  c o r p o r a t i o n s  a t  t h e  A l a s k a

F e d e r a t i o n  o f  N a t i v e s '  o f f i c e  i n  A n c h o r a g e .  A  l i s t  o f  n a m e s  o f  t h o s e  i n  a t t e n - . .

d a n c e  a t  t h e  m e e t i n g  i s  a t t a c h e d .  W O .  - ,• . ^ . v

T h e  p u r p o s e  o f  t h i s  m e e t i n g  w a s  t o  d i s c u s s  t h e  b i l l  p r o p o s e d  b y  t h e  D e p a r t m e n t  

o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  w h i c h  r e q u i r e s  t h a t  c o r p o r a t i o n s  e s t a b -  J . 

l i s h e d  p u r s u a n t  t o  t h e  A l a s k a  ? l a t i v e  C l a i m s  S e t t l e m e n t  A c t  f i l e  c o p i e s  o f  a l l  

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

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

v i s i o n s  o f  t h e  A l a s k a  S e c u r i t i e s  A c t ,  A S  4 5 . 5 5 .

‘•;i - * ’ ' * * «■ ’

T h e  g e n e r a l  r e a c t i o n  o f  t h e  p a r t i c i p a n t s  t o  t h e  b i l l  a t  t h i s  m e e t i n g  w a s  f a v o r ­

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

t h a t  t h e  p r o p o s e d  b i l l  d o e s  n o t  r e q u i r e  a n y  a d d i t i o n a l  b u r d e n  o n  t h e  N a t i v e  

c o r p o r a t i o n s .

T h e  p o i n t s  o f  t h e  p r o p o s e d  b i l l  t h a t  w e r e  d i s c u s s e d  a r e  a s  f o l l o w s :  ; \

1 .  P R O X I E S :  I t  w a s  f e l t  t h a t  t h e  t e r m  " p r o x i e s "  s h o u l d  b e  a d d e d  t o  t h o s e  

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

w a s  t h a t  " p r o x i e s "  a r e  d i f f e r e n t  f r o m  " p r o x y  s t a t e m e n t s "  a n d  b o t h  o f  t h e s e  i t e m s  

s h o u l d  b e  i n c l u d e d .  • ’ ’  :

2 .  A D D E D  L A N G U A G E :  I t  w a s  f e l t  t h a t  i n  t h e  p r o p o s e d  a c t  w e  s h o u l d  a d d

t h e  t e r m  " r e l a t e d  t o  p r o x y  s o l i c i t a t i o n s "  b e t w e e n  t h e  w o r d s  " m a t e r i a l s "  a n d  

" d i s t r i b u t e d . "  T h i s  a d d i t i o n  w a s  r e c o m m e n d e d  b e c a u s e  i t  v / a s  f e l t  t h a t  t h e r e  

w e r e  m a n y  " m a t e r i a l s "  t h a t  w o u l d  n o t  b e  g e r m a n e  t o  s t o c k h o l d e r  v o t i n g  a n d  '• 

t h e r e f o r e ,  n e e d  n o t  b e  s e n t  t o  t h e  d e p a r t m e n t .  I t  w a s  a l s o  f e l t  t h a t  s o m e  o f  

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

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

" p r i v a t e "  n o n p r o f i t  c o r p o r a t i o n .  . ' / V *

3 .  D I S T R I B U T E D :  I t  w a s  f e l t  t h a t  t h e  t e r m  " d i s t r i b u t e d "  w a s  n o t  c l e a r

e n o u g h .  T h e  r e a s o n  f o r  t h i s  i s  t h a t  s o m e  o f  t h e  m a t e r i a l s  a n d  s o m e  o f  t h e  r e -  : 

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

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

m o r e  s p e c i f i c .

• v

4 .  D E S C R I P T I O N  O F  S T O C K H O L D E R S :  I t  w a s  f e l t  b y  t h e  g r o u p  t h a t  t h i s  b i l l  

s h o u l d  b e  e x p a n d e d  t o  i n c l u d e  a  n u m b e r  l a r g e r  t h a n  t w d  : w i t h  r e s p e c t ’  t o  t h e

r e p o r t s .  T h e  r e c o m m e n d a t i o n  w a s  t h a t  w e  p u t  i n  t h e  t e r m  " a t  l e a s t  t e n "  b e f o r e
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A l a s k a n  s h a r e h o l d e r s .  I t  w a s  a l s o  r e c o n n e n d e d  t h a t  v / e  b e  m o r e  s p e c i f i c  i n  

o u r  d e s c r i p t i o n  o f  s h a r e h o l d e r s  a n d  p u t  i n  " A l a s k a n  r e s i d e n t  s h a r e h o l d e r s . "

5 .  D E S C R I P T I O N  O F  C O R P O R A T I O N S :  T h e r e  w a s  a c t i v e  d i s c u s s i o n  o n  t h e  

i t e m  i n  t h e  p r o p o s e d  b i l l  t h a t  w a s  d i r e c t e d  t o w a r d s  A l a s k a  N a t i v e  C l a i m s  

S e t t l e m e n t  A c t  C o r p o r a t i o n s .  I t  w a s  f e l t  t h a t  t h i s  m i g h t  b e  s i n g l i n g  o u t  

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

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

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

f e d e r a l  l a w  w h i c h  r e q u i r e s  a  c o r p o r a t i o n  w i t h  5 0 0  s h a r e h o l d e r s  o r  1 m i l l i o n  

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

t h a t  a r e  e x e m p t  u n d e r  t h e  F e d e r a l  S e c u r i t i e s  A c t s .

' r C ' -  6 .  C O N F I D E N T I A L  M A T E R I A L :  T h e r e  w a s  a l s o  d i s c u s s i o n  a s  t o  w h e t h e r  

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

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

d o c u m e n t s .  -  • - .............

: \
C o n c l u s i o n  . .  •

7 I t  a p p e a r s  a s  i f  s o m e  o f  t h e  r e c o m m e n d a t i o n s  m a d e  b y  t h e  N a t i v e  l e a d e r s  a t  

t h i s  m e e t i n g  v / e r e  w e l l  t a k e n .  T h e  c o m m e n t  r e g a r d i n g  t h e  a d d i t i o n  o f  t h e  

. t e r m  p r o x i e s  w o u l d  m a k e  t h e  a c t  m o r e  v i a b l e .

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

i t a t i o n s "  a l s o  a p p e a r s  t o  b e  w e l l  t a k e n .  M u c h  o f  t h e  m a t e r i a l s  t h a t  a  

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

F o r  e x a m p l e ,  p r i c e s  o f  f i s h  t o  b e  p a i d  b y  a  c a n n e r y  o w n e d  b y  a  c o r p o r a t i o n  

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

d a m a g e  t o  t h e  c o r p o r a t i o n  i f  t h o s e  i t e m s  w e r e  m a d e  k n o w n .  I n a s m u c h  a s  t h e  

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

a n d  n o t  m i s l e a d i n g  m a t e r i a l s  r e l a t i n g  t o  t h e i r  v o t i n g  o f  t h e i r  s t o c k ,  i t  

d o e s  n o t  a p p e a r  a s  i f  w e  n e e d  t o  i n c l u d e  a l l  o t h e r  m a t e r i a l s .
■i •* «• •

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

d i s t r i b u t i o n  t o  A l a s k a  s h a r e h o l d e r s ,  v / a s  a l s o  w e l l  t a k e n .  T h i s  a r e a  s h o u l d  

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

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

h a s  r e q u i r e d  c e r t a i n  a d d i t i o n a l  e x a m i n a t i o n .  A s  a  r e s u l t  o f  t h i s  e x a m i n a t i o n ,  

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

’. A c t s .  , ,

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

i n f o r m a t i o n  c o n f i d e n t i a l  a s  t h a t  i s  c o n t a i n e d  a l r e a d y  u n d e r  A S  4 5 . 5 5 . 1 3 0 ( b ) .

R e c O l i l m e n d a t i o n

A s  a  r e s u l t  o f  t h e  m e e t i n g  w i t h  t h e  N a t i v e  l e a d e r s ,  i t  i s  r e c o m m e n d e d  t h a t  

A S  4 5 . 5 5 . 1 3 0  b e  a m e n d e d  o s  f o l l o w s :

. . .  .  _ . " S e c .  4 5 . 5 5 . 1 3 9 .  R E P O R T S  O F  C O R P O R A T I O N S .  A  c o p y  o f  a l l  a n n u a l  r e p o r t s  

W v T . r , v p r o x i e s >  c o n s e n t s  o r  a u t h o r i z a t i o n s ,  p r o x y  s t a t e m e n t s  a n d  o t h e r  m a t e r i a l s  

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

a b l e  t o  a t  l e a s t  t e n  A l a s k a  r e s i d e n t  s h a r e h o l d e r s  o f  a  c o r p o r a t i o n  w h i c h
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h a s  t o t a l  a s s e t s  e x c e e d i n g  $ 1 , 0 0 0 , 0 0 0  a n d  a  c l a s s  o f  e q u i t y  s e c u r i t y  h e l d  

o f  r e c o r d  b y  5 0 0  o r  m o r e  p e r s o n s  a n d  e x e m p t e d  f o r m  t h e  p r o v i s i o n s  o f  t h e  

S e c u r i t i e s  A c t  o f  1 9 3 3  ( 1 5  U . S . C .  S e c s .  7 7 a - 7 7 a a ) ,  t h e  S e c u r i t i e s  E x c h a n g e  

. A c t  o f  1 9 3 4  ( 1 5  U . S . C .  S e c s .  7 3 a - 7 3 j j )  o r  t h e  I n v e s t m e n t  C o m p a n y  A c t  o f  

1 9 4 0  ( 1 5  U . S . C .  S e c s  8 0 a l - 3 0 a 5 2 )  s h a l l  b e  f i l e d  w i t h  t h e  a d m i n i s t r a t o r  

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

L A  C o p i e s  o f  t h i s  r e v i s e d  b i l l  h a v e  b e e n  s e n t  t o  t h o s e  o n  t h e  a t t a c h e d  

O J B / f i f t e r i i i M S e  l i s t ,  t o  t h e  p r e s i d e n t s  o f  e a c h  o f  t h e  1 2  r e g i o n a l  c o r p o r a ­

t i o n s  a n d  t o  S a m  K i t o  o f  A F N ,  w h o  w a s  n o t  i n  a t t e n d a n c e  a t  t h e  O c t o b e r  1 3  

m e e t i n g .  .

*• ** ' • .

E n c l o s u r e s

•• vvv*' • • 1 / • •



L A W  O F F I C E S

JOE P. JOSEPHSON. INC..
A  P R O f C S S I O N A L  C O B f O I I A T I O N  

1526 F S T R E E T  
A N C H O R A G E .  A L A S K A . 99501

O F  C O U N S E L  

R O B E R T  M. G O L D B E R G .  CSO.

G E O R G E  K A U F M A N N ,  C S O  
(O .  C .  D A n  O H l . V )

. I--
Hr. M i l e s  S. S c h l o s b e r g
D i r e c t o r  E./. .r;:
D i v i s i o n  o f  B a n k i n g ,  S e c u r i t i e s ,  S m a l l  L o a n s  a n d  C o r p o r a t i o n s  ''

P o u c h  D ........ . — <•. .:.l
J u n e a u ,  A l a s k a

D e a r  Mil e s :

I h a v e  a g a i n  r e v i e w e d  the S t a t e ' s  p r o p o s e d  a m e n d m e n t  to 
S e c t i o n  2 8 o f  H R  £6 —  .

W h i l e  I u n d e r s t a n d  the c o n c e r n s  t h a t  p r o m p t e d  the a m e n d m e n t ,  
it m u s t  r e m a i n  m y  v i e w  t h a t  the i n t e r e s t s  o f  C h u g a c h  N a t i v e s ,  Inc. are 
b e s t  s e r v e d  b y  t h e  o r i g i n a l  f e d e r a l  e x e m p t i o n  p r o p o s e d  in the l e g i s l a t i o n ,  
c o u p l e d  w i t h  S t a t e  r e g u l a t i o n  i f  n e e d e d .  C h u g a c h  N a t i v e s ,  Inc. is a 
r e l a t i v e l y  s m a l l  N a t i v e  r e g i o n a l  c o r p o r a t i o n ,  a n d  m u c h  o f  its e f f o r t  
h a s  b e e n  d e v o t e d  to f i n d i n g  w a y s  by w h i c h  l a rge o v e r h  ad c o u l d  be 
a v o i d e d .  V/hile y o u r  p r o p o s a l  in i t s e l f  w o u l d  n o t  i n v o l v e  g r e a t  c o s t s  
t o  the c o r p o r a t i o n s ,  t h e  i n t r o d u c t i o n  o f  the S t a t e ' s  proposal, m a y  
t h r e a t e n  the p a s s a g e  o f  a n y  e x e m p t i o n  o r  p a r t i a l  e x e m p t i o n  b y  C o n g r e s s .
T h i s  is a v e r y  s e r i o u s  m a t t e r  to the N a t i v e  c o r p o r a t i o n s ,  a n d  is not in 
t h e  b e s t  i n t e r e s t s  o f  the s h a r e h o l d e r s ,  e s p e c i a l l y  t h o s e  e n r o l l e d  in 
th e  r e l a t i v e l y  s m a l l  c o r p o r a t i o n s .

I d e e p l y  b e l i e v e  t h a t  the S t a t e  s h o u l d  s u p p o r t  t h e  p r o p o s e d  
e x e m p t i o n  in H R  6 6 *|M a n d  t h e n  t h a t  the A d m i n i s t r a t i o n ,  a f t e r  c o n s u l t a t i o n  
witli the N a t i v e  r e g i o n a l  c o r p o r a t i o n s ,  s h o u l d  f r a m e  s u i t a b l e  l e g i s l a t i o n  
at t h e  S t a t e  lev e l ,  i f  n e c e s s a r y ,  t o  p r o t e c t  s h a r e h o l d e r s  w i t h o u t  
i m p o s i n g  u n d u e  b u r d e n s  on t h e  c o r p o r a t i o n s .

I do a p p r e c i a t e  y o u r  c o u r t e s y  in m e e t i n g  w i t h  t h o s e  o f  us 
r e p r e s e n t i n g  the c o r p o r a t i o n s  a n d  y o u r  f r a n k n e s s  in t h e  d i s c u s s i o n s .

cc: Mr. C e c i l  B a r n e s
H o n o r a b l e  T e d  S t e v e n s  
H o n o r a b l e  M i k e  G r a v e l  
H o n o r a b l e  Don Y o u n g  
Mr. S a m  K i t o  
S e n a t o r  J o h n  S a c k e l t  
B a r r y  J-.ckson, Esq.
J o s e p h  R. d d E s q .
R i c h a r d  B a c n e n ,  Esq.
J o h n  F e t t e r s ,  Esq.

E d w a r d  W e i n b e r g ,  Esq.

 .......... - . .   ■ ...... .... .. . ....—  w  i *

Mr. J o h n  S h i v e l y  
E r i  c Tre is m a n , E s q . 
W i l l i a m  T i m m e ,  Esq.
N a n c y  W i l l i a m s ,  Esq.
J a y  R. W e i  11, E s q .
A l l a n  M e C r a th , E s q . 
H a r o l d  H o r t o n ,  Esq. f
M i c h a e l  H o l m e s ,  Esq. \
J a m e s  W i c k w i r e ,  Esq. \
K e n  B a s s ,  Esq.

Arthur Lazarus, Esq.

N o v e m b e r  10, 1 9 7 5

( 907)  272-3531
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O P R :  L a w r e n c e  P .  C a r r o l l

S e c u r i t i e s  E x a m i n e r

t o : [ T h e  M e m b e r s  o f  t h e  C o m m i t t e e

d a t e  : J a n u a r y  1 7 ,  1 9 7 7

s u b j e c t : H o u s e  B i l l  5 5

( N a r r a t i v e  S u p p l e m e n t )

H o u s e  B i l l  5 5  a m e n d s  A S  4 5 . 5 5  ( t h e  A l a s k a  S e c u r i t i e s  A c t  o f  1 9 5 9 )  b y  a d d i n g  

a  n e w  s e c t i o n  r e q u i r i n g  t h a t  c e r t a i n  N a t i v e  c o r p o r a t i o n s ,  w h o  a r e  e x e m p t  f r o m  

r e g i s t r a t i o n  b y  v i r t u e  o f  S e c t i o n  1 3 8  o f  t h e  A l a s k a  S e c u r i t i e s  A c t ,  f i l e  

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

c o n s e n t s  o r  a u t h o r i z a t i o n s ,  p r o x y  s t a t e m e n t s ,  a n d  o t h e r  m a t e r i a l s  r e l a t i n g  

t o  p r o x y  s t a t m e n t s .  P l e a s e  n o t e  t h a t  t h e s e  r e q u i r e m e n t s  a r e  i m p o s e d  o n l y  o n  

t h o s e  c o r o p o r a t i o n s  w h o s e  t o t a l  a s s e t s  e x c e e d  o n e  m i l l i o n  d o l l a r s ,  w h o s e  s t o c k  

i s  h e l d  b y  5 0 0  o r  m o r e  p e r s o n s ,  a n d  w h o  w o u l d  b e  d i s t r i b u t i n g  s u c h  m a t e r i a l  t o  

t e n  o r  m o r e  s h a r e h o l d e r s .

T h e  a m e n d m e n t s  t o  t h e  A l a s k a  N a t i v e  L a n d  C l a i m s  S e t t l e m e n t  A c t  ( A c t  o f  J a n u a r y  

2 ,  1 9 7 6 ,  P . L .  9 - 2 0 4 ,  8 9  S t a t u t e .  1 1 4 5 )  e x e m p t e d  a l l  s e t t l e m e n t  a c t  c o r p o r a t i o n s  

u n t i l  1 9 9 1  f r o m  t h e  t h r e e  p r i n c i p a l  f e d e r a l  s e c u r i t i e s  l a w s  a n d  t h e r e b y  f r o m  a n y  

S e c u r i t i e s  E x a c h a n g e  C o m m i s s i o n  j u r i s d i c t i o n .  H o w e v e r ,  t h e  H o u s e  I n t e r i o r  C o m m i t t e e  

r e p o r t  o n  t h e  e x e m p t i o n  c o n t a i n s  t h e  f o l l o w i n g :

" N a t i v e  c o r p o r a t i o n s  h a v e  a s s u r e d  t h e  c o m m i t t e e  t h a t  t h e y . . .  

i n t e n d  t o  p u r s u e  t h e  p a s s a g e  o f  s t a t e  l e g i s l a t i o n  t o  t h e  

e x t e n t  n e c e s s a r y  t o  p r o v i d e  a n y  a p p r o p r i a t e  a d d i t i o n a l  

p r o t e c t i o n . "  ( H o u s e  o f  R e p r e s e n t a t i v e s .  9 4 - 7 2 9 ,  9 0 t h  C o n g r e s s *  

f i r s t  s e s s i o n , .  D e c e m b e r  1 5 ,  1 9 7 5 ) .

T h e  p r o p o s e d  l e g i s l a t i o n  b e f o r e  y o u  w i l l  p r o v i d e  N a t i v e  s h a r e h o l d e r s  t h e  s a m e  

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

n o n e x e m p t  c o r p o r a t i o n  e n j o y s .

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

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

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

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

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

r e q u i r e m e n t s .

f r o m : J u l i u s  J .  B r e c h t  

D i r e c t o r

D i v i s i o n  o f  B a n k i n g  & S e c u r i t i e s

JJB/it/1/8



V  R E M A R K S  O F  J U L I U S  J .  B R E C H T '

D I R E C T O R  O F  B A N K I N G S  A N D  S E C U R I T I E S  

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

H O U S E  C O M M I T T E E  H E A R I N G  

J A N U A R Y  2 4 ,  1 9 7 7

G o o d  M o r n i n g  M r .  C h a i r m a n  a n d  m e m b e r s  o f  t h e  c o m m i t t e e .  I  w a n t  t o  t h a n k  y o u  f o r  

a l l o w i n g  m e  t o  a p p e a r  b e f o r e  y o u  t o  d i s c u s s  H o u s e  B i l l  5 5 .  M y  n a m e  i s  J u l i u s  J .  

B r e c h t ,  a n d  I  a m  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  B a n k i n g  a n d  S e c u r i t i e s  w i t h i n  

t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  I  a m  a p p e a r i n g  b e f o r e  y o u

t o  p r e s e n t  t h e  a d m i n i s t r a t i o n ' s  v i e w p o i n t  o n  t h i s  b i l l .

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

s e c t i o n  r e q u i r i n g  t h a t  c e r t a i n  N a t i v e  c o r p o r a t i o n s ,  w h o  a r e  e x e m p t  f r o m  r e g i s t r a t i o n  

b y  v i r t u e  o f  A S  4 5 . 5 5 . 1 3 8 ,  f i l e  w i t h  t h e  A d m i n i s t r a t o r  o f  S e c u r i t i e s  c o p i e s  o f  

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

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

r e q u i r e m e n t s  a r e  i m p o s e d  o n l y  o n  c o r p o r a t i o n s  w h o s e  t o t a l  a s s e t s  e x c e e d  $ 1  m i l l i o n ,  

a n d  w h o s e  s t o c k  i s  h e l d  b y  5 0 0  o r  m o r e  p e r s o n s ,  a n d  w h o  w o u l d  b e  d i s t r i b u t i n g  

s u c h  m a t e r i a l s  t o  1 0  o r  m o r e  s h a r e h o l d e r s .

W h i l e  o t h e r  n o n - N a t i v e  c o r p o r a t i o n s  o f  t h i s  S t a t e  m u s t  f i l e  t h e s e  m a t e r i a l s  w i t h  

t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n ,  t h e  1 9 7 6  a m e n d m e n t  t o  t h e  A l a s k a  N a t i v e

S e t t l e m e n t  A c t  ( A N C S A ) ,  e x p l i c i t l y  p r o h i b i t s  t h e  SEC u n t i l  1 9 9 1  f r o m  r e g u l a t i n g

t h e  N a t i v e  c o r p o r a t i o n  a c t i v i t i e s  i n v o l v i n g  t h e  i n i t i a l  i s s u e  o f  s t o c k  o f  t h o s e  

c o r p o r a t i o n s .  T h i s  m o r a t o r i u m  o n  S E C  r e g u l a t i o n  c a m e  a b o u t  i n  p a r t  b e c a u s e  t h e  

N a t i v e  c o r p o r a t i o n s  m a y  n o t  ' ' s e l l "  t h e i r  a s s e t s  d u r i n g  t h i s  p e r i o d .  T h e y  m a y ,  

h o w e v e r ,  i n v e s t  o r  o t h e r w i s e  e n c u m b e r  t h o s e  a s s e t s .

I  w o u l d  l i k e  t o  d i s t r i b u t e  t o  t h e  c o m m i t t e e  a  c o p y  o f  m y  m e m o  o f  J a n u a r y  1 7 ,  1 9 7 7  

a t  t h i s  t i m e .  A s  y o u  c a n  s e e  f r o m  t h i s  m e m o ,  t h e  N a t i v e  c o r p o r a t i o n s  a s s u r e d  C o n ­

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

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

P e r h a p s  a n  e x a m p l e  w i l l  b e s t  i l l u s t r a t e  t h e  s c o p e  o f  t h e  b i l l  b e f o r e  y o u .

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

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

t h e  a s s e t s  w h i c h  t h e  c o r p o r a t i o n  r e c e i v e d  a s  a  r e s u l t  o f  A N S C A .  A t  p r e s e n t ,  w h i l e  

a  " n o n - N a t i v e "  c o r p o r a t i o n  h a v i n g  a t  l e a s t  5 0 0  s h a r e h o l d e r s  a n d  $ 1  m i l l i o n  i n  

a s s e t s  w o u l d  h a v e  t o ' c o m p l y  w i t h  e x t e n s i v e  S E C  r e g u l a t i o n s  t o  p r o t e c t  t h e  s h a r e ­

h o l d e r s  i n  s u c h  a  t r a n s a c t i o n ,  a  N a t i v e  c o r p o r a t i o n  o r g a n i z e d  u n d e r  A N C S A  i s  

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

S t a t e  r e g u l a t i o n  b e c a u s e  o f  A S  4 5 . 5 5 . 1 3 8 .  I  h a v e  a  c o p y  o f  S e c t i o n  1 3 8  f o r  t h e  

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

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

a n d  w o u l d  b e  s u b j e c t  t o  S E C  a n d  S t a t e  r e g u l a t i o n  a s  t h e  c a s e  m a y  b e .  B u t  i f  t h e  

c o r p o r a t i o n  j u s t  h o l d s  t h e  n e w  a c q u i s i t i o n ,  t h e n  t h e r e  i s  n o  p r o t e c t i o n  e x t e n d e d  t o  

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

o f  i t s  a n n u a l  r e p o r t  i n  w h i c h  t h e  t r a n s a c t i o n  w o u l d  q u i t e  l i k e l y  b e  e x p l a i n e d  t o  

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

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

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

T h e  p r o p o s e d  l e g i s l a t i o n  w i l l  t h e n  p r o v i d e  N a t i v e  s h a r e h o l d e r s  t h e  s a m e  d e g r e e  o f  

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

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

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

i n  f a c t  s t r i k e s  e q u i t y n o n - N a t i v e  c o r p o r a t i o n s  a n d  t h o s e  o t h e r  c o r p o r a t i o n s .

/ b e t w e e n



:

V /

T h e  b i l l  b e f o r e  y o u  w a s  d e v e l o p e d  w i t h  t h e  c o o p e r a t i o n  o l  t h e  1 2  r e g i o n a l  c o r p o r a t i o n s  

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

r e p r e s e n t a t i v e s  o f  t h e  r e g i o n a l  c o r p o r a t i o n s  a t  a  m e e t i n g  h e l d  i n  t h e  A F N  o f f i c e s  

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

t h e  c o r p o r a t i o n s  s i n c e  t h e  r e q u i r e m e n t  f o r  f i l i n g  i s  c o n c u r r e n t  w i t 1'  d i s t r i b u t i o n  

t o  t h e  s h a r e h o l d e r s .

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

c r e a t e d  b y  C o n g r e s s  i n  p a s s i n g  t h e  1 9 7 6  a m e n d m e n t  t o  A N C S A  t o  w h i c h  t h e  N a t i v e  

c o r p o r a t i o n s  h a v e  a s s u r e d  C o n g r e s s  t h e i r  s u p p o r t .

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

wi
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R e : - C S S 3  1 5  a n d  H B  5 5  * - S t - .  • •• * : > k  '<*'< •

T i n ’ s  l e t t e r  i s  t o  c o n f i r m  o u r  c o n v e r s a t i o n  i n  J u n e a u  o n  t w o  b i l l s  p r e s ­

e n t l y  b e f o r e  t h e  A l a s k a - S t a t e  L e g i s l a t u r e .  . *• • -

. . . . . -  * ,  ... .. • . * . * ,  -  • .  •

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

b o a r d  o f  d i r e c t o r s .  T h a t  b i l 1 h a s  b e e n  i n t r o d u c e d  b y  S e n a t o r  Z i e g l e r  

o f  K e t c h i k a n .  T h e  p r e s e n t  A l a s k a  c o r p o r a t i o n s  l a w  r e q u i r e s  t h a t  a  b o a r d  

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

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

A S  1 0 . 0 5 . 1 9 8 - 1 9 9 )  • ••• ..

U n d e r  C S S B  1 5 ,  a  b o a r d  o f  d i r e c t o r s  m a y  c o n d u c t  t h e  b u s i n e s s  o f  a  c o r ­

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

c o n f e r e n c e  c a l l ,  u n d e r  l i m i t e d  c o n d i t i o n s .  T h o s e  c o n d i t i o n s  a r e :  ( 1 )

s u b s e q u e n t  w r i t t e n  c o n s e n t  t o  t h e  a c t i o n  i s  o b t a i n e d ,  ( 2 )  t h e  c o n s e n t  

s p e c i f i e s  t h e  a c t i o n  a u t h o r i z e d ,  ( 3 )  t h e  c o n s e n t  i s  s i g n e d  b y  a l l  o f  t h e  

d i r e c t o r s ,  a n d  ( 4 )  t h e  c o n s e n t  i s  f i l e d  w i t h  t h e  m i n u t e s  o f  t h e  b o a r d .

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

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

p e r s o n  d e s i g n a t e d  b y  t h e  h o a r d  t o  t a k e  t h e  a c t i o n .  T h e  b i l l ,  t h e r e f o r e ,  

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

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

T h e  o t h e r  b i l l  a b o u t  w h i c h  y o u  i n q u i r e d ,  H B  5 5 ,  h a s  b e e n  s u b m i t t e d  b y  

t h e  G o v e r n o r  a n d  r e q u i r e s  t h a t  c e r t a i n  c o r p o r a t i o n s  f o r m e d  a s  a  r e s u l t  

o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( A N C S A )  s u b m i t  c o p i e s  o f  

s p e c i f i e d  m a t e r i a l s  t o  t h e  D e p a r t m e n t  o f  C o m m e r c e  °u I l c o n c m l c  D e v e l o p m e n t .  

O n l y  t h o s e  N a t i v e  c o r p o r a t i o n s  w i t h  5 0 0  o r  m o r e  s h a r e h o l d e r s  a n d  t o t a l  

a s s e t s  e x c e e d i n g  $ l - i n i l l i o n  a r e  s u b j e c t  t o  t h e . ^ b i l l .  T h e  m a t e r i a l s  

s u b m i t t e d  i n c l u d e  c o p i e s  o f  a n n u a l  r e p o r t s  a n d ' o t h e r  s p e c i f i e d  w r i t t e n
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m a t e r i a l s  u s e d  t o  s o l i c i t  v o t e s  o n  p r o p o s e d  a c t i o n s  b y  a  n a t i v e  c o r p o r ­

a t i o n  i n v o l v i n g  t h e  i n i t i a l  a s s e t s  o f  t h e  c o r p o r a t i o n .  I n  t h i s  c o n t e x t ,  

i f  n o r e  t h a n  1 0  A l a s k a n  r e s i d e n t  s h a r e h o l d e r s  o f  s u c h  a  c o r p o r a t i o n  a r e  

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

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

P e r h a p s  a n  e x a m p l e  w i l l  b e s t  i l l u s t r a t e  t h e  s c o p e  o f  H 3  5 5 .  A s s u m e  t h e  

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

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

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

r e s u l t  o f ' A N C S A .  A t  p r e s e n t ,  w h i l e  a  " n o n - N a t i v e "  c o r p o r a t i o n ,  h a v i n g  

a t  l e a s t  5 0 0  s h a r e h o l d e r s  a n d  $ 1 - m i l l i o n  i n  a s s e t s ,  w o u l d  h a v e  t o  c o m p l y  

w i t h  e x t e n s i v e -  f e d e r a l ' -  r e g u l a t i o n s  t o  p r o t e c t  t h e - ' s h a r e h o l d e r s - . i n :  s u c h  a  

• t r a n s a c t i o n , - a  N a t i v e -  c o r p o r a t i o n - o r g a n i z e d  u n d e r  A N C S A  i s *  c o m p l e t e l y ^  

• f r e e  o f  r e g u l a t i o n . - ^ F u r t h e r m o r e , -  t h e  t r a n s a c t i o n  w o u l d  b &  e x a m p t r d r o m  

S t a t e  r e g u l a t i o n  b e c a u s e - o f  A S - 4 5 . 5 5 ' . ' 1 3 8 :  < I T ' t h e d l a t i v e • c o r p o r a t i o n s  . 

w e r e -  l a t e r  t o - i s s u e  s h a r e s - i n -  t h e  n e w *  b ‘u s i n e s s - o r  b u i l d i n g  c o r p o r a t i o n * .  •> 

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

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

h o l d s  t h e - n e w - a c q u i s i t i o n ,  t h e n  t h e r e  i s -  n o  p r o t e c t i o n  e x t e n d e d - t o  t h e  

s h a r e h o l d e r *  -  T h e  b i l l  w o u l d  r e q u i r e  t h a t  t h e *  N a t i v e ' c o r p o r a t i o n ;  i n ­

v o l v e d  f i l e  a  c o p y  o f  i t s  a n n u a l ' r e p o r t "  i n  w h i c h  t h e ' t r a n s a c t i o n - w o u l d ,  

q u i t e  l i k e l y ,  b e  e x p l a i n e d  I *  h e  s h a r e h o l d e r s .  S i m i l a r l y ,  i f .  t h e . ? :  

c o n t e x t  o f  a  t r a n s a c t i o n  o r  p r o p o s e d  c o u r s e  o f  a c t i o n ,  i n v o l v i n g -  t h e  . 

i n i t i a l  a s s e t s ,  r e q u i r e s  t h e  d i r e c t o r s  t o  s o l i d t  p r o x i e s ,  t h e n  c o p i e s  

o f  t h o s e - m a t e r i a l s  w o u l d  h a v e  t o  b e  f i l e d  w i t h  t h o  d e p a r t m e n t .

F o r  y o u r  i n f o r m a t i o n ,  t h e m  a r e  p r e s e n t l y  o n l y  a b o u t  1 5 ,  a n d  p o s s i b l y  

I B ,  v i l l a g e  c o r p o r a t i o n s  o u t  o f  a  t o t a l  o f  2 2 5  t h a t  h a v e  a  s u f f i c i e n t  

n u m b e r  o f  s h a r e h o l d e r s  a n d  t o t a l  a s s e t s  t o  c o m e  u n d e r  t h e  r e q u i r e m e n t s - 

o f  M 3  5 5 .  T h a t  i s ,  a b o u t  3 3  o f  t h e ?  v i l l a g e  c o r p o r a t i o n s  w o u l d  b e  a f ­

f e c t e d  b y  t h e  b i l l .  ’ O b v i o u s l y ,  a l l  1 2  r e g i o n a l  c o r p o r a t i o n s  w o u l d  a l s o  

b e  s u b j e c t  t o  t h e  b i l l . "  T h e  1 8  v i l l a g e  c o r p o r a t i o n s  i n v o l v e d  a r e  a s  

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

I n d i a n  A f f a i r s :  .  ' .  ' • ;

• v. . -. . ru t
V i l l a g e  N a m e  v  '  • -•* ! • T o t a l  F n r o l l m e a t s ' .

S t .  P a u l  

B a r r o w  

D i l l i n g h a m  

F t .  Y u k o n  

T a n a n a  

B e t h e l  

H o o p e r  B a y  

K o t z e b u e  

N o m e

U n a l a k l e e t

- - f  ■>’ - 54Q ’•••? that I 

*■ ; r- '2,029 
925 

734 
590 

1,725 
G23 

1,975 
2,041 
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/ V i  H a n g  N a m e

A n g c o n

H o o n a h

H y d a b u r g

K a k a

K l a w a k

T h r e e  v i l l a g e s  t o o k  c a s h

K o d i a k

J u n e a u

S i t k a  V  '

T o t a l  E n r o l l m e n t s

529 
857 
554 

• 551
510

520 • 
£,658 /
1,215

T h e  p r o p o s e d  l e g i s l a t i o n  w i l l ,  t h e n ,  p r o v i d e  N a t i v e  s h a r e h o l d e r s  t h e  

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

o f  a  c o m p a r a b l e ; n o n e x e m p t ^ c o r p o r a t i o n  n o w  e n j o y s .  T h e  b i l l  d o e s  n o t  

t r e a t  N a t i v e  c o r p o r a t i o n s  a n y  d i f f e r e n t l y  t h a n  o t h e r  c o r p o r a t i o n s  i n  t h e  

c o n t e x t  o f . o v e r a l l  . r e g u l a t i o n .  T h e  b i l l ,  i n  f a c t ,  s t r i k e s  e q u i t y  b e t w e e n  

n o n - N a t i v e  c o r p o r a t i o n s  a n d  o t h e r  c o r p o r a t i o n s .  -

T h e  b i l l  w a s ’ d e v e l o p e d  w i t h  t h e  c o o p e r a t i o n  o f  t h e  t w e l v e  r e g i o n a l  

c o r p o r a t i o n s  a n d  t h e  A l a s k a  F e d e r a t i o n  o f  N a t i v e s .  N u m e r o u s  h e l p f u l  

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

p o r a t i o n s  a t  a  m e e t i n g  b e l d  i n  t h e  A F N  o f f i c e s  i n  A n c h o r a g e  t h i s  p a s t  

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

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

s h a r e h o l d e r s . .

• ’ ’ ■ *■ £ ■»•••*" .. -r .y..;, jy'j j *"i.v  .

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

c r e a t e d  b y .  C o n g r e s s  i n  p a s s i n g  t h e  1 9 7 5  a m e n d m e n t  t o  A N C S A  t o  w h i c h  t h e  . 

N a t i v e  c o r p o r a t i o n s  h a v e  a s s u r e d  C o n g r e s s  t h e i r  s u p p o r t .  I n a t  i s ,  w h i l e  

o t h e r  n o n - N a t i v e  c o r p o r a t i o n s  o f  t h i s  S t a t e  m u s t  f i l e ' t h e  m a t e r i a l s  

s p e c i f i e d  i n  l ! B  5 5  w i t h  f e d e r a l  a u t h o r i t i e s ,  t h e  1 9 7 6  a m e n d m e n t  t o  A N C S A  

e x p l i c i t l y  o r o h i b i t s  t h e  f e d e r a l  a u t h o r i t i e s ,  u n t i l  1 9 9 1 ,  f r o m  r e g u l a t i n g  

N a t i v e  c o r p o r a t i o n  a c t i v i t i e s  i n v o l v i n g  t h e  i n i t i a l  i s s u e  o f  s t o c k  o f  

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

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

p e r i o d .  T h e y  m a y ,  h o w e v e r ,  i n v e s t  o r  o t h e r w i s e  e n c u m b e r  t h o s e  a s s e t s .

I f  y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s  c o n c e r n i n g  e i t h e r  o f  t h e  b i l l s -  t h a t  I '  

h a v e  j u s t  d i s c u s s e d ,  p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  m e .

<• • ■ • "  *• * * • .  • ' *  ,  . . : a r d  o f

' - V i  a . * . < • S i n c e r e l y ,  ■* -• • • j .y . rj  ^

■ ■ •• - tTff.y-.aj-rj -V •••wri y- - w r - r  ■ rr, <*•;/?, Pherer'oro.
*■ V * • ^ /4 T ^  - . »• , .
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D a v e  G r a y ,  L e g i s l a t i v e  A s s i s t a n t  F e b r u a r y  1 7 ,  1 9 7 7

t o  S e n a t o r  F e r g u s o n  

C o u r t  B u i l d i n g ,  R o o m  6 5 0

J u l i u s  J .  B r e c h t ,  D i r e c t r r r j j /  N a t i v e  E n r o l l m e n t s

D i v i s i o n  o f  B a n k i n g  a n d  S e c u r i t i e s  ’

T h i s  m e m o r a n d u m  i s  i n  r e s p o n s e  t o  a  a u e s t i o n  t h a t  y o u  r a i s e d  i n  o u r  m e e t i n g  

i n  y o u r  o f f i c e  o n  W e d n e s d a y ,  F e b r u a r y  1 6 ,  1 9 7 7 .  T h e  m e e t i n g  c o n c e r n e d  t h e  

p u r p o s e  a n d  s c o p e  o f  H B  5 5 ,  a  b i l l  r e l a t i n g  t o  r e p o r t s  b y  N a t i v e  c o r p o r a t i o n

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

T h a t  i s ,  h o w  m a n y  v i l l a g e  c o r p o r a t i o n s  h a v e  m o r e  t h a n  5 0 0  s h a r e h o l d e r s  a n d  

m o r e  t h a n  $ 1  m i l l i o n  i n  a s s e t s ?

M y  o f f i c e  h a s  c o n t a c t e d  M r .  P r e n t i s s  ( P r i n t )  G a z a w a y J n  t h e  I n d u s t r i a l  

D e v e l o p m e n t  S e c t i o n  o f  t h e  B u r e a u  o f  I n d i a n  A f f a i r s  i n  J u n e a u  ( 5 3 5 - 7 1 3 3 ) .

H e  g a v e  t h e  f o l l o w i n g  i n f o r m a t i o n  o n  e n r o l l m e n t s  a s  o f  N o v e m b e r  1 7 ,  1 9 7 6 :

1 .  1 5  v i l l a g e s  e a c h  h a v i n g  t o t a l  a s s e t s  o v e r  $ 1  m i l l i o n  a n d  e a c h  

h a v i n g  o v e r  5 0 0  m e m b e r s .

2 .  T h r e e  v i l l a g e s  h a v i n g  o v e r  5 0 0  m e m b e r s  w h o  t o o k  c a s h  s e t t l e m e n t s  

( d i s t r i b u t e d  t o  s h a r e h o l d e r s ) ;  h o w e v e r ,  t h e  l a n d  s e t t l e m e n t  i s  

s t i l l  h e l d  a n d  q u i t e  l i k e l y  h a s  a  v a l u e  i n  e x c e s s  o f  $ 1  m i l l i o n .

3. 13 v i l l a g e s  w i t h  4 0 0 - 5 0 0  m e m b e r s ,  w h o  t o o k  a  c a s h  s e t t l e m e n t  

s i m i l a r  t o  2  a b o v e .

4 .  A  t o t a l  o f  2 2 6  v i l l a g e  c o r p o r a t i o n s  a n d  1 2  r e g i o n a l  c o r p o r a t i o n s  

i n  t h e  S t a t e .

5 .  A  t o t a l  o f  f i v e  " p l a c e "  v i l l a g e  a p p l i c a t i o n s  p e n d i n g  a n d  a n  

e s t i m a t e d  3 0 .  a p p l i c a t i o n s  e x p e c t e d .



Dave Gray
-2- • February 17, 1977

I n  a d d i t i o no n ,  V r .  G a z a w a y  g a v e  t h e f o l l o w i n g  i n f o r r

S t .  P a u l 5 4 0

B a r r o w 2 , 0 2 9

D i l l i n g h a m 9 2 5

F o r t  Y u k o n 7 3 4

T a n a n a 5 9 0

B e t h e l 1 , 7 2 5

H o o p e r  B a y 6 2 3

K o t z e b u e 1 , 9 7 6

H o m e 2 , 0 4 1

U n a l a k l e e t ‘ 8 2 7

A n g o o n 6 2 9

H o o n a h 8 6 7

H y d a b e r g 5 6 4 ,

K a k e 5 5 1

K l a w a k 5 1 0  •

i 1 1  a g e s  t h a t  t o o k  c a s h .  

K o d i a k 5 2 0

J u n e a u 2 , 6 5 8

S i t k a 1 , 8 1 5

I*-.?-"*

I n  s u m m a r y  t h e n ,  t h e  b i l l  w o u l d  a f f e c t  1 8  v i l l a g e  a n d  1 2  r e g i o n a l  c o r p o r a t i o n s  

o u t  o f  a  t o t a l  o f  2 3 9  c o r p o r a t i o n s  p r e s e n t l y  d o i n g  b u s i n e s s  i n  t h e  S t a t s .  T h a t  

i s ,  a b o u t  3 "  o f  t h e  v i l l a g e  c o r p o r a t i o n s  a n d  a l l  o f  t h e  1 2  i n - S t a t e  r e g i o n a l  

c o r p o r a t i o n s  w o u l d  b e  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  H B  1 3 5 .

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

o r g a n i z e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t .  M o s t  i m p o r t a n t l y ,  

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

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

c o m p a r a b l e  s i z e  b o t h  i n  t h e  S t a t e  a n d  o u t s i d e  o f  t h e  S t a t e .

I  e n c o u r a g e  y o u  t o  d i s c u s s  t h e  b e n e f i t s  o f  H B  5 5  w i t h  t h e  B u s h  C a u c u s ,  a n d  

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

J J B / i t / 4 / 2
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Director
Division of Banking and Securities

Miles Schlosberg has discussed these matters at length with the drafters of this memorandum, 
and other affected Native Corporations during his and Commissioner Motley's 1975 efforts 
on behalf of modifying the Omnibus amendments to the Alaska Native Claims Settlement Act 
before Congress. He should be consulted before drafting legislation to reflect this merooran 
dum. In essence, however, as the attached notes will reflect (at the back) he is in accord 

with the positions expressed here.
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Re: A l a s k a  N a t i v e  Claims; S e t t l e m e n t
A c t  C o r p o r a t i o n s  - P r o p o s e d  S t a t e  
S e c u r i  ties Lav; P r o t e c t i o n s __________

T h i s  m e m o r a n d u m  o u t l i n e s  p o s s i b l e  a l t e r n a t i v e  

p r o p o s a l s  f o r  a d d i t i o n a l  s t a t e  s e c u r i t i e s  l a w  p r o v i s i o n s  

w h i c h  m a y  be d e e m e d  n e c e s s a r y  o r  d e s i r a b l e  .to p r o v i d e  

a d d i t i o n a l  p r o t e c t i o n s  to s t o c k h o l d e r s  o f  c o r p o r a t i o n s  

f o r m e d  u n d e r  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  ( t h e  

•'Se t t l e m e n t  A c t " ) . T h e  r e c e n t  S e t t l e m e n t  A c t  a m e n d m e n t s  

(Act o f  J a n u a r y  2 f 1976, P . L .  9 4 - 2 0 4 ,  89 S tat. 1 1 4 5 )  e x e m p t e d  

a l l  S e t t l e m e n t  A c t  c o r p o r a t i o n s  u n t i l  1 9 9 1  f r o m  t h e  t h r e e  

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

a n y - S E C  j u r i s d i c t i o n .  T h e  H o u s e  I n t e r i o r  C o m m i t t e e  R e p o r t  

o n  t h e  e x e m p t i o n s  c o n t a i n e d  t h e  a m e n d m e n t s  s t a t e d :

" N a t i v e  c o r p o r a t i o n s  h a v e  a s s u r e d  the 

C o m m i t t e e  that they . . . i n t e n d  to p u r s u e  
t h e  p a s s a g e  of S t a t e  l e g i s l a t i o n  to the 
e x t e n t  n e c e s s a r y  to p r o v i d e  a n y  a p p r o p r i a t e  

^ a d d i t i o n a l  p r o t e c t i o n ( I I . R e p . 9 4 - 7 2 9 ,  9 4 t h  
C o n g . ,  1 s t  S e ss. 20 ( D e c e m b e r  15, 1 9 7 5 ) )

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

n e c e s s a r y  by s o m e  r e g i o n a l  c o r p o r a t i o n s  r e l a t e  p r i m a r i l y

t o  S t a t e  r e g u l a t i o n  of the c o n t e n t  o f  p r o x y  m a t e r i a l s  m a i l e d
•

by t h e  c o r p o r a t i o n s  to t h e i r  s t o c k h o l d e r s ,  p a r t i c u l a r l y  

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

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

s t a t e m e n t s  a n d  s o l i c i t a t i o n s  m a d e  i n  c o n n e c t i o n  w i t h  s u c h  

e l e c t i o n s .

M E M O R A N D U M



In c o n s i d e r i n g  a l t e r n a t i v e s  lor s l a t e  r e g u l a t i o n  

of p r o x y  m a t e r i a l s ,  it m u s t  be k e p t  in m i n d  th a t  s e c t i o n  3 

o f  the S e t t l e m e n t  A c t  a m e n d m e n t s ,  e x e m p t i n g  tlie c o r p o r a t i o n s  

f r o m  the f e d e r a l  s e c u r i t i e s  laws, c o n t a i n s  a l s o  the 

f o l l o w i n g  r e q u i r e m e n t ; .  • •

’’•Any [ S e t t l e m e n t  Act] c o r p o r a t i o n  w h i c h ,
. ‘ ■ . b u t  f o r  t h i s  s e c t i o n ,  w o u l d  be s u b j e c t  to

t h e  p r o v i s i o n s  o f  the S e c u r i t i e s  E x c h  .nge 
A c t  o f  193*1 s h a l l  t r a n s m i t  to its s t o c k h o l d e r s  
e a c h  y e a r  a r e p o r t  c o n t a i n i n g  s u b s t a n t i a l l y  

' . . • a l l  t h e  i n f o r m a t i o n  r e q u i r e d  to be i n c l u d e d
i n  a n  a n n u a l  r e p o r t  to s t o c k h o l d e r s  by a 
c o r p o r a t i o n  w h i c h  is s u b j e c t  to the p r o v i s i o n s  
o f  s u c h  A c t . " . .

T h e  s c o p e  o f  t h i s  r e q u i r e m e n t  for a n n u a l  r e p o r t s

is as  f o l l o w s ;

A p p l i c a b i l i t y  o f  R e q u i r e m e n t . T h e  r e q u i r e m e n t  f o r  

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

t h e  S E C  s t a n d a r d s  f o r  s u c h  a r e p o r t  a p p l i e s  o n l y  to c o r p o r a ­

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

be  s u b j e c t  t o  t h e  S e c u r i t i e s  E x c h a n g e  A c t  of 1 9 3 4  ( t h e  " 1 9 3 4  

A c t " ) .  T h e s e  a r e  c o r p o r a t i o n s  w i t h  m o r e  t h a n  $ 1 , 0 0 0 , 0 0 0  i n  

a s s e t s  a n d  a t  l e a s t  5 0 0  s t o c k h o l d e r s .  T h e  r e q u i r e m e n t  

t h e r e f o r e  p r e s e n t l y  c o v e r s  all r e g i o n a l  c o r p o r a t i o n s ,  a s
1 /

w e l l  as p e r h a p s  t h e  f i v e  o r  t e n  l a r g e s t  v i l l a g e  c o r p o r a t i o n s .

1/  A v i l l a  •; c o r p o r a t i o n  w i t h  o n l y  s l i g h t l y  o v e r  500 s t o c k ­
h o l d e r s  m i g h t  n o t  y e t  be s u b j e c t  to th i s  r e q u i r e m e n t .  S u c h  

a c o r p o r a t i o n  to d a t e  m a y  n o t  yet h a v e  r e c e i v e d  $ 1 ,0 0 0 , 0 0 0  in
[ f o o t n o t e  c o n t i n u e d  on f o l l o w i n g  p a g e ]



T h i s  a n n u a l  r e p o r t  r e q u i r e m e n t  w a s  ( d e l i b e r a t e l y  

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

M a n y  s m a l l  v i l l a g e  c o r p o r a t i o n s  do n o t  c u r r e n t l y  m a i l  o u t  

• a n n u a l  r e p o r t s  to s t o c k h o l d e r s ,  a n d  s h o u l d  n o t  h a v e  to 

i n c u r  t h e  c o s t  o f  d o i n g  so. It w o u l d  b o  c o n s i s t e n t  w i t h

A • ; ,

. . t h i s  t h e o r y  t h a t  a n y  a f f i r m a t i v e  p r o x y  r e q u i r e m e n t s  or

4
. s t a n d a r d s  i m p o s e d  oy s t a t e  l a w  s i m i l a r l y  b e  a p p l i c a b l e  t o  

l\ jj?> o n l y  t h e  l a r g e  c o r p o r a t i o n s ,  i.e., r e g i o n a l  c o r p o r a t i o n s  a n d  

t h e  l a r g e s t  v i l l a g e  c o r p o r a t i o n s .

/ C o n t e n t  of A n n u a l  R e p o r t s .  The. a n n u a l  r e p o r t

\y m u s t  c o n t a i n  " s u b s t a n t i a l l y  a l l  t h e  i n f o r m a t i o n "  r e q u i r e d

to be i n c l u d e d  i n  a n  a n n u a l  r e p o r t  to s t o c k h o l d e r s  u n d e r
2 /

t h e  f e d e r a l  s e c u r i t i e s  laws.

1 / [ f o o t n o t e  c o n t i n u e d  f r o m  p r e c e d i n g  page]
f u n d s  u n d e r  t h e  S e t t l e m e n t  Act, and, s i n c e  the v a l u e  of t h e  
c o r p o r a t i o n ' s  f u t u r e  i n t e r e s t  in l a n d s  m a y  p r e s e n t l y  be u n k n o w n  
a n d  m a y  h a v e  to b e  e x c l u d e d  in d e t e r m i n i n g  the t o t a l  of t h e  
c o r p o r a t i o n ' s  a s s e t s ,  the c o r p o r a t i o n  m a y  n o t  y e t  c o m e  w i t h i n  
t h e  r e q u i r e m e n t .  A f t e r  t h e  n e x t  d i s t r i b u t i o n  f r o m  the A l a s k a  
N a t i v e  F u n d ,  it p r o b a b l y  w o u l d  h a v e  $ 1 , 0 0 0 , 0 0 0  in a s s e t s  a n d  • 
t h e r e a f t e r  h a v e  to c o m p l y  w i t h  the a n n u a l  r e p o r t  p r o v i s i o n s .

2 /  T h e  r e p o r t s  of b o t h  the H o u s e  a n d  S e n a t e  I n t e r i o r  C o m m i t ­
te e s  'on t h e  r e c e n t  a m e n d m e n t s  e x p r e s s  the b e l i e f  t h a t  " t h e  

N a t i v e  l e a d e r s h i p  w i l l  c o m p l y  f u l l y  w i t h  the intent, of t h i s  
p r o v i s i o n  a n d  w i l l  s u b m i t  a n n u a l  r e p o r t s  to t h e i r  s t o c k h o l d e r s  
w h i c h  a r e  a s  e f f e c t i v e  in d i s c l o s i n g  c o r p o r a t e  a c t i v i t i e s  a s  
t h o j e  p r e p a r e d  b y  c o m p a n i e s  r e g u l a t e d  u n d e r  t h e  1 3 3 4  A c t  by  
t h e  S E C . "  (11.Re p .  9 4 - 7 2 9 ,  9 4 t h  C o n g . ,  1st S e s s . 2 0  ( D e c e m b e r  • 
15, 1 9 7 5 ) ,  a n d  S. Rep. 9 4 - 3 G 1 ,  9 4 t h  C o n g . ,  1st S e s s .  18 
( A u g u s t  1, 1 9 7 5 ) ) .



A n n u a l  r e p o r t s  c u r r e n t l y  j r e p a r e d  ’ey r e g i o n a l  

c o r p o r a t i o n s  a l r e a d y  c o n t a i n  m u c h  o f  the i n f o r m a t i o n  r e q u i r e d
3 /  • • •

by the S E C ' s  r u l e s .  A d d i t i o n a l  i n f o r m a t i o n ,  h o w e v e r ,  w i l l

h a v e  to be a d d e d .  R o u g h l y  o u t l i n e d  f u n d  o m i t t i n g  i t e m s

c l e a r l y  i n a p p l i c a b l e  to S e t t l e m e n t  A c t  c o r p o r a t i o n s ) ,  the

f o l l o w i n g  i n f o r m a t i o n  h a s  to be  i n c l u d e d :

1. C e r t i f i e d  f i n a n c i a l  s t a t e m e n t s  for the l a s t  

t w o  f i s c a l  y e a r s .

2. B r i e f  d e s c r i p t i o n  of t h e  b u s i n e s s  d o n e  b y  the 

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

y ear, i n d i c a t i n g  the g e n e r a l  n a t u r e  a n d  s c o p e  o f  t h e  c o m p a n y ’,s 

b u s i n e s s .  ‘ •

3. If the c o m p a n y  is e n g a g e d  in m o r e  t h a n  o n e  

l i n e  of b u s i n e s s ,  the a p p r o x i m a t e  a m o u n t  o r  p e r c e n t a g e ,  f o r
i

e a c h  of t h e  l a s t  f i v e  y e a r s ,  of  (1 ) t o t a l  s a l e s  a n d  r e v e n u e s ,  

a n d  (2 ) i n c o m e  (or loss) a t t r i b u t a b l e  to  e a c h  l i n e  of b u s i­

n e s s  a c c o u n t i n g  for 15  p e r c e n t  or m o r e  o f  s a l e s ,  r e v e n u e s  

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

4. A m o u n t  or p e r c e n t a g e ,  f o r  e a c h  of the l a s t  

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

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

1 5  p e r c e n t  o r  m o r e  of t o t a l  s a l e s  a n d  r e v e n u e s  d u r i n g  e i t h e r  

of the l a s t  two y e a r s .  . .

3 /  R u l e  1 4 a - 3  u n d e r  the 1 9 3 4  Act.



5. . a b u l n r  s u m m a r y  of o p e r a t i o n s  o f  t h e  c o m p a n y  

.and s u b s i d i a r i e s  for e a c h  o f  t h e  l a s t  f i v e  y e a r s ,  sobi^forlh 

in a n y  f o r m  d e e m e d  s u i t a b l e  by m a n a g e m e n t .

6 . I d e n t i f i c a t i o n  o f  e a c h  d i r e c t o r  a n d  e x e c u t i v e  ' 

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

e m p l o y m e n t  a n d  n a m e  a n d  p r i n c i p a l  b u s i n e s s  o f  a n y  o r g a n i z a -  - 

t i o n  by w h i c h  e m p l o y e d .

. ■ . T h e  r e g u l a t i o n s  f u r t h e r  e x p l a i n  t h e s e  r e q u i r e m e n t s

a n d  s p e c i f y  t h e  a m o u n t  of  d e t a i l  r e q u i r e d .  S u b j e c t  t o  t h e

r e q u i r e m e n t s ,  h o w e v e r , ,  t h e  r e p o r t  c a n  b e  in  a n y  f o r m  w h i c h  

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

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

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

c o n n e c t i o n  w i t h  t h e i r  a n n u a l  e l e c t i o n .
i

P O S S I B L E  A D D I T I O N A L  S T A T E  L E G I S L A T I O N

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

a l t e r n a t i v e s  f o r  s t a t e  l e g i s l a t i o n ,  i m p o s i n g  a d d i t i o n a l  

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

a n n u a l  r e p o r t  r e q u i r e m e n t .  .The f o l l o w i n g  a r e  o n l y  v a r i o u s  

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

pr i a t e .

1. T i m i n g  of  a n n u a l  r e p o r t . S i n c e  t h e  a n n u a l  

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

in e l e c t i n g  d i r e c t o r s ,  s t a t e  l a w  c o u l d  r e q u i r e  the a n n u a l  

r e p o r t  to be  m a i l e d  o u t  to t h e  s t o c k h o l d e r  s i m u l t a n e o u s l y



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

lors. T h e  S e t t l e m e n t  A c t  a m e n d m e n t s  r e q u i r e  o n l y  t h a t  t h e  

r e p o r t  be sent, o u t  " e a c h  y e a r " ,  w i t h o u t  d e s i g n a t i n g  w h e n .

2. E n f o r c e m e n t  of A n n u a l  R e p o r t  R e q u i r e m e n t . T h e  

S e t t l e m e n t  A c t  a m e n d m e n t s  c o n t a i n  n o  p r o v i s i o n  for e n f o r c i n g  

t h e  a n n u a l  r e p o r t  r e q u i r e m e n t .  T h e  S E C  a l s o  h a s  n o  j u r i s ­

d i c t i o n  to d o  so. S t a t e  l a w  t h e r e f o r e  c o u l d  m a k e  it i l l e g a l  . 

to (a) f a i l  t o  p r e p a r e  a n d  m a i l  o u t  t h «  r e q u i r e d  a n n u a l  

r e p o r t ,  o r  (b) m a i l  an a n n u a l  r e p o r t  w h i c h  d o e s  n o t  c o n t a i n

" s u b s t a n t i a l l y  a l l  the i n f o r m a t i o n "  r e q u i r e d  u n d e r  the 1 9 3 4  

& - U j. , r\ *— ^ is 5 I’u-c. \ o \ o
A c t . p  O f f i c e r s  a n d  d i r e c t o r s  v i o l a t i n g  s u c h  a p r o v i s i o n  o f

S t a t e  l a w  c o u l d  p e r s o n a l l y  be  s u b j e c t  to p r o s e c u t i o n  a n d

f ines, w i t h  a s p e c i f i c  p r o v i s i o n  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 d e m n i f y  t h e  o f f i c e r s  a n d  dir* c t o r s  f o r  t h e  fi n e s .  .

\i^J 3. P r o x y  M a t e r i a l s  - G e n e r a l .  In s p i t e  of t h e

%
a n n u a l  r e p o r t  r e q u i r e m e n t ,  i t  m a y  b e  d e e m e d  a p p r o p r i a t e  a l s o  

to r e q u i r e  s e p a r a t e  p r o x y  s t a t e m e n t s  to b e  m a i l e d  to s t o c k ­

h o l d e r s  in c o n n e c t i o n  w i t h  t h e i r  v o t e  at' a n y  m e e t i n g ,  a n d  t o  

r e g u l a t e  t h e  c o n t e n t  of s u c h  m a t e r i a l s .  (T h e  S E C  r e q u i r e s  

a n d  r e g u l a t e s  t h e  c o n t e n t  of  t h e  a n n u a l  r e p o r t  a n d  the p r o x y  

m a t e r i a l s . )

4. P r o x y  M a t e r i a l s  - T y p e  of  L e g i s l a t i o n . T h e  1 9 3 4  

.'Act i t s e l f  p r o v i d e s ,  as to p r o x y  m a t e r i a l s ,  o n l y  t h a t  p r o x i e s  

m a y  n o t  be s o l i c i t e d  " i n  c o n t r a v e n t i o n  o f  s u c h  r u l e s  a n d  

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



a p p r o p r i a t e  in t h e  p u b l i c  i n t e r e s t  or  for the p r o t e c t i o n  

of  i n v e s t o r s " .  A l l  the r e m a i n i n g  d e t a i l e d  r e q u i r e m e n t s  

f o r  p r o x y  m a t e r i a l s  ; o c o n t a i n e d  n o t  in  the s t a t u t e ,  b u t  

i n  t h e  S E C ' s  o w n  r e g u l a t i o n s .  A S t a t e  s t a t u t o r y  p r o v i s i o n  

•. c o u l d  be s i m i l a r l y  v a g u e ,  l e a v i n g  a l l  t h e  d e t a i l s  of t h e  

r e q u i r e m e n t  to a g e n c y  r e g u l a t i o n s .  T h i s ,  h o w e v e r ,  w o u l d  

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

‘ o b v i o u s  r e a s o n s ,  t h e  s t a t e . r e q u i r e m e n t s  o n  p r o x y  m a t e r i a l s  

s h o u l d  n o t  b e  a s  d e t a i l e d  a n d  c o m p l e x  as t h e  S E C ' s  r e q u i r e -  

m e n t s .  H a v i n g  s p e c i f i c  g u i d e l i n e s  a n d  r u l e s  w r i t t e n  i n t o  t h e  ' 

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

a t y p e  a p p r o p r i a t e  t o  S e t t l e m e n t  A c t  corporations'.

5. P r o x y  M a t e r i a l s  - C o n t e n t . T h e  S E C  p r o x y  

• r u l e s  c o n t a i n  a l o n g  l i s t  o f  i t e m s  a n d  s u b j e c t s  to be . ‘

c o v e r e d  i n  a p r o x y  s t a t e m e n t .  T h e  p r o x y  s t a t e m e n t ,  h o w e v e r ,  

g e n e r a l l y  m u s t  c o v e r  o n l y  t h o s e  of t h e  s u b j e c t s  w h i c h  a r e  

r e l e v a n t  to the m e e t i n g s  or  w h i c h  a r e  v o t e d  on by the 

s t o c k h o l d e r s .  C o n s i d e r a t i o n  m u s t  b e  g i v e n  to t h e  t y p e s  o f  

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

a p p l y ,  e..g., o n l y  e l e c t i o n s  of d i r e c t o r s ,  or  a l l  s t o c k­

h o l d e r s  m e e t i n g s  a n d  v o t e s .  A b r i e f  l i s t i n g  of t h e  i n f o r m a­

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

laws, i . e., t h e  d i f f e r e n t  s u b j e c t  m a t t e r s  c o v e r e d  ( a g a i n  

o m i t t i n g  i t e m s  c l e a r l y  i n a p p l i c a b l e  to S e t t l e m e n t  A c t  

c o r p o r a t i o n s ) ,  is as f o l l o w s :



- R c v o c a b i l i t v  o f  p r o x y . W h e t h e r  the s t o c k h o l d e r  m a y  

r e v o k e  t h e  p r o x y ,  a n d  a n y  l i m i t a t i o n s  on t h i s  light..

- P e r s o n s  m a k i n g  the s o l i c i t a t i o n . S t a t e m e n t  o f  w h o  is

i

. m a k i n g  the s o l i c i t a t i o n  (e.g., m a n a g e m e n t ) ,  a n d  d e s c r i p - ' ,  

t i o n  o f  a n y  k n o w n  o p p o s i t i o n  to t h e  s o l i c i t a t i o n .

•- - i n t e r e s t  of  c e r t a i n  p e r s o n s  in m a t t e r s  to b e  a c t e d  u p o n . 

D e s c r i p t i o n  of a n y  i n t e r e s t  of a n y  o f f i c e r  o r  d i r e c t o r  

i n  a n y  m a t t e r  t o  be a c t e d  u p o n .

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

n u m b e r  o f  s h a r e s  of e a c h  .class 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 u m b e r  o f  v o t e s  to w h i c h  e a c h  c l a s s  is e n t i t l e d ,  the. 

r e c o r d  date-, d e s c r i p t i o n  of a n y  a v a i l a b l e  c u m u l a t i v e  

v o t i n g  ts, a n d  a n y  p a s t  or e x p e c t e d  c h a n g e  i n  c o n t r o l

o f  the c o r p o r a t i o n .  ’ •

• i

. ~. N o m i n e e s  a n d  d i r e c t o r s . In t a b u l a r  form, f o r  e a c h  

p e r s o n  n o m i n a t e d  as a d i r e c t o r  a n d  e a c h  o t h e r  d i r e c t o r ,  

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

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

a n y  o r g a n i z a t i o n  by w h i c h  e m p l o y e d ,  p r i n c i p a l  o c c u p a ­

t i o n  d u r i n g  t h e  la s t  f i v e  y e a r s ,  p r e v i o u s  t e r m s  as a 

d i r e c t o r ,  a p p r o x i m a t e  a m o u n t  of s t o c k  o w n e d ,  etc.

- R e m u n e r a t i o n  a n d  o t h e r  t r a n s a c t i o n  w i t h  m a n a g e m e n t

a n d  o t h e r s . In t a b u l a r  form, (a) d i r e c t  r e m u n e r a t i o n ,  a n d

(b) a n n u i t y ,  p e n s i o n  or r e t i r e m e n t  b e n e f i t s ,



p a i d  t o  c a c n  d i r e c t o r  o r  o f f i c e r  e a r n i n g  m o r e  t h a n  

$ 4 0 , 0 0 0  a n d  a l l  d i r e c t o r s  a n d  o f f i c e r s  a s  a g r o u p .  

D e s c r i p t i o n  of a n y  s t o c k  o p t i o n s  g r a n t e d  to such, 

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

of t h e m  h a v e  to t h e  c o r p o r a t i o n ,  a n y  t r a n s a c t i o n s  o r  

p r o p o s e d  t r a n s a c t i o n s  w i t h  the c o r p o r a t i o n  i n  w h i c h  

a n y  d i r e c t o r ,  o f f i c e r  o r  n o m i n e e  (or. r e l a t i v e  t h e r e o f )  

h a s  a n  i n t e r e s t .

- R e l a t i o n  w i t h  i n d e p e n d e n t  a c c o u n t a n t s . D e s c r i p t i o n  

o f  c o m p a n y ' s  r e l a t i o n s h i p  w i t h  its 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 ,  n a m i n g  a c c o u n t a n t s  s e l e c t e d  o r  t o  be 

r a t i f i e d  b y  s t o c k h o l d e r s ,  w h e t h e r  r e p r e s e n t a t i v e s  of 

t h e  a c c o u n t a n t s  w i l l  be p r e s e n t  at t h e . m e e t i n g ,  the 

n a m e s  of a n y  a u d i t  c o m m i t t e e  o f  t h e  b o a r d  of. d i r e c t o r s ,  et

- B o n u s ,  p r o f i t - s h a r i n g  p e n s i o n  or r e t i r e m e n t .p l a n s . If 

a c t i o n  is t o  b e  t a k e n  by  the s t o c k h o l d e r s  on a n y  s u c h  

p l a n ,  the p l a n  m u s t  be d e s c r i b e d  in d e t a i l .

- O p t i o n s ,  w a r r a n t s  o r  r i g h t s . If a c t i o n  is t o  be t a k e n  

b y  t h e  s t o c k h o l d e r s  o n  t h e s e ,  t h e y  m u s t  be d e s c r i b e d  in 

d e t a i l .  ’

- A u t h o r i z a t i o n  or  i s s u a n c e  o f s e c u r i t i e s  o t h e r  than for 

e x c h a n g e . If a d d i t i o n a l  s e c u r i t i e s  a r c  to b e  a u t h o r i z e d ,  

t he t i t l e ,  a m o u n t ,  t e r m s  o r  r i g h t s  o f  the s e c u r i t i e s  m u s t  

be d e s c r i b e d ,  as w e l l  as the t r a n s a c t i o n  in c o n n e c t i o n  

w i t h  w h i c h  they a r c  i s s u e d .

“ M o d i f i c a t i o n  o r  e x c h a n g e  of s e c u r i t i e s ; If the s t o c k ­

h o l d e r s  a r e  t o . v o t e  o n  m o d i f i c a L i o n  of a n y  c l a s s  .of 

s e c u r i t i e s  o r  i s s u a n c e  o f  n e w  s e c u r i t i e s  in e x c h a n g e  for 

o u t s t a n d i n g  s e c u r i t i e s ,  a l l  r e l e v a n t  d e t a i l s  m u s t  bc> 

d e s c r i b e d .  • .



- M e r g e r s ,  c o n s o l i d a t i o n s ,  a c q u i s i t i o n s  a n d  s i m i l a r

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

» • 
d e s c r i b e d  i n  d e t a i l .

- F i n a n c i a l  s t a t e m e n t s . In a p r o x y  s t a t e m e n t  r e l a t i n g  to 

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

m e n t s  m u s t  b e  i n c l u d e d .

- A c q u i s i t i o n  of p r o p e r t y . If t h e  s t o c k h o l d e r s  a r e  to 

v o t e  on t h e  a c q u i s i t i o n ,  of p r o p e r t y ,  the p r o p e r t y  a n d  

t h e  t e r m s  of  t h e  a c q u i s i t i o n  m u s t  b e  d e s c r i b e d .

- A m e n d m e n t  of c h a r t e r ,  b y - l a w s  a n d  o t h e r 'd o c u m e n t s . If 

a n y  s u c h  a m e n d m e n t s  a r e  v o t e d  on, t h e  r e a s o n s  a n d  g e n e r a l  

e f f e c t  o f  t h e  a m e n d m e n t  m u s t  b e  g i v e n .

- V o t e  i n q u i r e d  f o r  a p p r o v a l . O n  a n y  m a t t e r  s u b m i t t e d  

to a v o t e  ( o t h e r  t h a n  e l e c t i o n  o f  d i r e c t o r s  o r  s e l e c t i o n  

o f  a u d i t o r s ) ,  t h e  v o t e  r e q u i r e d  for a p p r o v a l  m u s t  b e  

g i v e n .

A l l  o r  s o m e  o f  t h e s e  s u b j e c t  m a t t e r s  s i m i l a r l y  c o u l d  b e  

r e q u i r e d  to b e  d e s c i i b e d  a n d  d i s c u s s e d  i n  p r o x y  m a t e r i a l s  

e q u i r e d  b y  s t a t e  law. - * .

6 . P r o x y  m a t e r i a l s  - P r o c e d u r e .  R e g u l a t i o n  o f  

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

n e c e s s a r i l y .r e q u i r i n g  t h a t  t h e  m a t e r i a l s  s u b m i t t e d  ( 

to or  a p p r o v e d  b y  the S t a t e  in a d v a n c e  o f  t h e i r  m a i l i n g .  

A l t e r n a t i v e l y ,  a p r o c e d u r e  s i m i l a r  to the S E C ' s  p r o x y  p r o c e d u r e



,

c o u l d  be require/;^- T h e  S E C ' s  1he S E C ' s  r e g u l a t i o n s  r e q u i r e  that 

p r o x y  r.atcri'aTs be m a i l e d  to tlie S E C  at l e a s t  10 d a y s  

b e f o r e  m a i l i n g  to the s t o c k h o l d e r s .  D u r i n g  t h e  10 day 

p e r i o d  the S E C  r e c o m m e n d s  c h a n g e s  in the m a t e r i a l s ,

,'urther d e t a i l  o r  e l a b o r a t i o n ,  etc.

\ /  7. P r o x y  M a t e r i a l s  - E n f o r c e m e n t . It c o u l d

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

f p  to  m a k e  a n y  f a l s e . o r  m i s l e a d i n g  s t a t e m e n t s  i n  a n y  w r i t t e n  

' p r o x y  m a t e r i a l s  to s t o c k h o l d e r s  

k ‘ 8 . O r a l  P r o x y  S o l i c i t a t i o n s . It s i m i l a r l y  c o u l d  be

^  I m a d e  a c r i m e  to m a k e  a n y  f a l s e  o r  m i s l e a d i n g  o r a l  s t a t e m e n t s  

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

p r o x i e s  foi* a v o t e  of s t o c k h o l d e r s .  T h e  p r o h i b i t i o n  c o u l d  

c o v e r  c o r p o r a t e  d i r e c t o r s  a n d  e m p l o y e e s ,  as w e l l  as any 

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

m a n a g e m e n t ' s  n o m i n e e s .  V i o l a t i o n s  c o u l d  be s u b j e c t  to 

a p p r o p r i a t e  p u n i s h m e n t .  

f y ^  C o v e r a g e  of R e q u i r e m e n t s . As n o t e d ,  the a n n u a l

r e p o r t  r e q u i r e m e n t  c u r r e n t l y  a p p l i e s  o n l y  to c o r p o r a t i o n s /  

w i t h  o v e r  $ 1 , 0 0 0 , 0 0 0  in a s s e t s  a n d  5 0 0  s t o c k h o l d e r s .  A n y

I • ‘
o f  t h e  p o t e n t i a l  s t a t e  r e q u i r e m e n t s  l i s t e d  a b o v e  

s i m i l a r l y  c o u l d  b e  l i m i t e d  to o n l y  t h o s e  corporations'. 

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

S e t t l e m e n t  A c t  c o r p o r a t i o n s ,  or e v e n  all. It m a y ,

(jpy1 h o w e v e r ,  b e  i n a p p r o p r i a t e  to i m p o s e  a n y  p r o p o s e d  a f f i r m a t i v e



(

r e q u i r e m e n t s  o n  t h e  s m a l l e r  c o r p o r a t i o n s .  H o w e v e r ,  t h e r e  m a y  b e

U/xlittle r e a s o n  w h y  the n o n - a f f i r m a t i v e  p r o v i s i o n s ,  su'ch a s  

ijj in  t h e  two l a s t  p r e c e d i n g  i t e m s  ( g e n e r a l l y  p r o h i b i t i n g

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

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

s o l i c i t a t i o n s  by  a l l  S e t t l e m e n t  A c t  c o r p o r a t i o n s .

a s  a l i s t  of p o s s i b l e  a r e a s  w h i c h  c o u l d  be c o v e r e d  by  s t a t e  

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

e n a c t  a m e n d m e n t s  c o n v e r i n g  a l l  t h e s e  a r e a s ,  or, a l t e r n a t i v e l y ,  

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

m e n t s  . T h e r e  is a l s o  c o n s i d e r a b l e  l e e w a y  a s  to h o w  d e t a i l e d  

a n y  p r o x y  m a t e r i a l s  r e q u i r e d  b y  t h e  S t a t e  m u s t  be.

C O N C L U S I O N  ‘ •

A s  a l r e a d y  n o t e d ,  the f o r e g o i n g  is i n t e n d e d  m e r e l y



make registration practicable for them under the Investment C o m­
pany Act. O n  the other hand, the penalty for failure to register under 
that Act, even for a company which inadvertently becomes subject to 
its provisions, are severe. It is the purpose of Section 3-of H.K. 6G44, 
amended, to provide the corporations formed under the Settlement 
Act with turnaround time in order to identify any problems which 
they may. ultimately have under the Investment Company Act and to 
work out appropriate solutions for such problems internally and in 
consultation with the stuff of the Securities and Exchange Commission.
- The. SE C  has-promulgated a temporary rule exempting Native

• corporations-which register as Investment companies from most of the 
•provisions of the 1940,Act. Nonetheless, the exemption provided for in
thb section is necessary. The Committee is informed that some 
Regional Corporations have not registered under the SEC temporary 
rule and there exists some risk that their corporate acts and contracts 
might be vulnerable to challenge under the 1940 Act. The exemptiou 
will provide necessary breathing, room io the SEC. and the- Native 
corporations in order to permit resolution of long-range solutions. .
- Another reason for temporarily exempting these entities from the 
Investment Company Act is to enable them to merge under provisions 
of Section 6 of H.R. G644. In 197o the N A N A  Corporation and the 
eleven Village Corporations iu that region agreed on a plan of merger. 
The Natives speut about $200,000 in preparation and filing of a pro­
spectus under the Securities Act of 193-3. They did so in reliance on a 
“no-action” letter from the S E C  advising them' that no application 
would be necessavv under section 17 of the Investment Company Act, a 
section which prohibits transactions between “affiliated persons’’ with­
out a prior order from the S E C  that the terms of the. transaction are 
fair and equitable. At the last moment, however, the-SEC withdrew 
their no-action letter, insisted on a section 17 application, and advised

• that no action would be taken on the application until extensive public 
hearings bad been held. This administrative procedure- imposes such 
substantial costs that merger may be impracticable. Since the very pur­
pose of the merger authority in section G is to reduce administrative 
expense and overhead, it is appropriate nt the same time to eliminate 
unnecessary expenses and delays imposed by federal securities laws.

B. T h e  Securities Act of 1033 e n d  the Securities E x c h a n g e  A c t  of 
19 3 1  . . .
• • • ■ •• • • •

• During the 20 year period when Native stock cannot be sold or
• transferred it is not necessary to subject these corporations to the ex­
pense and administrative burdens of compliance with the 1933 Securi­
ties Act aud the 193-1 Securities Exchange Act. Until December 1991, 
there will be no “market” in tha stock of Native corporations since the 
stock is inalienable. Therefore it does not seem necessary to subject 
these corporations to the requirements of registering stoclc under the 
1933 Act. The S E C  has itself recognized that the 1933 Act need not. be 
applied to those corporations in certain cases when it issued a “no- 
nction” letter regarding the issuance of the initial shares of stock to 
Natives enrolled in Regional and Village Corporations.
The exemption from the 1933 Act is also needed to effectuate the 

merger authority in section G. The 1933 Act requires that the stock 
be registered with the SEC, and a prospectus prepared and mailed



«* * r

19
to all stockholders to whom the stock is ottered, prior to the time at 
which they make the decision on the merger. Stock registration under 
the 1^33 Act is an extremely elaborate and technical proceeding. The 
resulting prospectus, to be mailed to the stockholders, is intended to 
disclose every last detail bearing on the question of whether the person 
should acquire the stock. In the merger which N A N A  and the Village 
Corporations attempted to undertake in the spring of 1975, the pro­
spectus, which hud not yet been cleared by tbe S E C  but which.resulted 
•from the-SECs initial round of comments on an earlier version sub­
mitted, consisted of a total of 80 printed pages, including 50 pages of 
financial statements, and accompanying footnotes, on all the corpora-

fearly is not an..appropriate 
stockholders. Yet, such a document votdd be-required. Ifc-is extremely 

‘y:-.costly to prepare, and, as noted in the ense of the N A N A  merger, cost s 
*v££vell over §100,000. Cleurly such costs-for practical-purposes- would 

preclude the possibility of merger between two small Village Corpora­
tions which might be most in need of it. •
Conversely, the tight restrictions of the 1933 Act on the verbal com­

munications which may be made in conjunction with the prospectus 
virtually preclude any meaningful or simplified discussion at village 
or community meetings in order to explain merger to the. stockholders.

■ Thus the 1933 Act requires for disclosure an extremely complex and 
expensive document which does not serve its intended purpose at least 
as to Native corporations, but also precludes the one ell'cclive means of 
communication. •

Similarly, application of the 19:3-5- Securities Exchange. Act is not 
necessarv during the period when Native stock is inalienable. The 1934 
Act applies to corporations with over 500 stockholders and $1,000,000 
in assets. A n  exemption of Settlement Act corporations from only lhe 
1940 Investment Company Act would result in all Iho Regional C.’or- 
porations and approximately 19 of the Village Corporations being 
subject to the 1934: Act which requires expensive initial registration 
with the SEC, the filing of periodic reports with the SEC, and makes 
the detailed proxy rules applicable to any vote of stockholders. For the 
reasons discussed above under the 1940 Act, these requirements again 
have little proper application to Native corporations ancl do-not fulfill 
their intended purpose in this context. In fact, in a recent letter to 
Congressman Lloyd Meeds in connection with the-question of exempt­
ing the corporations from the 1940 Act, the S E C  characterized the 1934 
Act as “a statute which is designed basically to inform the Commission 
and the investing public as to securities of publicly traded companies.” 
Since the stock of Native corporations may not lie traded and the 
‘•public’'may not invest, in it until 1991, the 1934- Act hasS no proper 
application to these corporations. 'y < •

Although the S E C  has stated that the 1934 Act. is designed to in­
form the “investing public” about securities, the federal securities laws 
do provide useful information to the stockholders us well as the invest­
ing public. Accordingly the new section 93 of the. Settlement Act pro­
vides that any Native corporation which, but for the.provisions of 
that section, would be subject to the 1934 Act, must transmit an annual

* * * • . * • • •  I** • I •
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report to its stockholders containing subsantially all the in formation 
contained in annual reports of corporations subject to the 1934 Act.
Such reports by Native corporations would not be filed with or re­
viewed l>y the SEC, but the Committee believes that the Native 
leadership will comply fully with the Intent of this.-provisionuud will 
submit annual reports to their stockholders which are as effective in 
disclosing corporate activities as thoae- prepared by companies regu- 
lated'imuer the 1934 Act by thedjEGrFmally, tlm Committ-e untie re :
stands that the general provisions of Alaska law provide protection }
for Native-stockholders from any. corporate mismanagement and mis- 

* representations or omissions to represent- in connection with, sales of •
• . securities; and that Alaska courts would.look to precedents under fed- 

‘ eral securities laws for appropriate standards of.conduct by manage- \
ment and other persons connected with securities transactions. Native-] !
corporations>ha.vo-assured;the.Committee that they do- not.intend tot i
jseetaa teremptibn'fro m  sta tesecurities laws on-the basis o f this ereinp-j 

f tion-fromfederral laws smdintend to pursue theipussageof State legis- • t
j ’ ' lation'to-theteitehfc'.necessany.-to-provide any appropriate.additional! -;
? prote<^on^Therafore, iti3 noUnecessa-ry:(at.thl3.tiiTie to--iniposci.-addî ' ■
: / •tionalfederalcreouirement&ijml: ' -.t ?;«»;.> *:>:.v t ?
! It shotdd lie noted that these corporations are being exempted from

the federal securities laws on the understandings that federal regulation 
of Settlement Act corporations is not necessary to protect Native stock- j

f holders or-tho public, during the-twenty-year period when Native- j
owned stock: cannot be sold. However,-if this assumption proves in-.. |

f valid in light-of experience, the Committee is prepared to re-impose ' j
such provisions of the federal laws us may bo necessary. In short, the :

; twenty-year exemption should be viewed by the Natives as an experi-
iment which will be stopped if it is abused.- .» ■. *-j *>;t > t,:-.:.-;.:. ',r-* \

! m-V; ; su-*?j;?iosrr<v> p ; ' \
;-i:o ; ■•'til'-1-;; bectiont :4 r \ Imr:

- Subsection (a) merely inukcs clear the congressional intent that 
: ^  . payments and grants under the Settlement Act are not to be deemed a

substitute-for any governmental program or benefit which is otherwise 
• available to-Alaska Natives as citizens of tho United States and Aluskn.
; -• Subsection-(b) makes clear that benefits under the Settlement Act jj
; shall not lie considered as income or other resources for purposes of tho j?
I Food Stamp program. The background to subsection (b) is provided
f in an August- 6, 1974, memorandum prepared by the Congressional
j- Research Service of tho Library of Congress: v-f?v.*5v $

....... T h e  Library op Congress, "Washington-, B.C. 20541)
I
I

. . ....TOT! COUNTTXG OK INCOME FROM PAYMENTS UNDER TTIE ALASKA ...
‘  N A T I V E  C L A IM S  S r .T T T .Q C E N T  A C T  I N  D lT E U M IN r N O  E L I O n iC I . I T T  .7  !

'mi,l ... TOR AND- THE AMOUNT OK FOOD STAMP AND CASH .WELFARE
' BBNEprrs , : ‘/I- .’:.. ■ "* t"

Food Stamps ’• • rv;..--- ;b)Uii tV/.vsNi/jh* . i
• • *% # **. f * ••*r. • I • r • • j

• ; In March 1974, the State of Alaska notified the Federal *. ^
"v " .ofiicesof the Food Stamp Program (in the U S D A ’s Food and . *
 Nutrition Service) that it was Alaska’s interpretation that ’ ’
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C O R R E S P O N D E N C E

L e t t e r  t o  B r e c h t  f r o m  D o y o n  C o r p .  •

-  2 -

L e t t e r  t o  B r e c h t  f r o m  B r i s t o l  B a y  N a t i v e  

C o r p .

L e t t e r  t o  B r e c h t  f r o m  C o o k  I n l e t  R e g i o n

L e t t e r  f r o m  B r e c h t  t o  S e c u r i t i e s  & E x c h a n g e  

C o m m i s s i o n

L e t t e r  f r o m  B r e c h t  t o  N a t i v e  l e a d e r s  

( 1 3  c o p i e s )

M e m o  f r o m  J a m e s  T h o m p s o n  t o  B r e c h t

M e m o  f r o m  M i l e s  S c h l o s b e r g  t o  1 9 7 7  

L e g i s l a t i v e  f i l e

L e t t e r  t o  S c h l o s b e r g  f r o m  S e n .  S t e v e n s '  

o f f i c e  p

. r
U . S .  H o u s e  o f  R e p r e s e n t a t i v e s  R e p o r t  

9 4 - 7 2 9  o f  I n t e r i o r  C o m m i t t e e  o n  A N C A

L e t t e r  f r o m  S c h l o s b e r g  t o  S e n .  S t e v e n s  

a n d  C o n g r e s s m a n  Y o u n g

L e t t e r  t o  S c h l o s b e r g  f r o m  C h u g a c h  N a t i v e  

C o r p .  c o u n s e l

S e c u r i t i e s  & E x c h a n g e  C o m m i s s i o n  

R e l e a s e  # 8 9 0 2

L e g i s l a t i v e  P r o p o s a l  R e q u e s t  F o r m

S U B J E C T

R e q u e s t  t h a t  w e  k e e p  

D o y o n  i n f o r m e d

C o m m e n t s  o n  p r o p o s e d  l e g i s .

C o m m e n t s  o n  p r o p o s e d  

l e g i s l a t i o n

R e q u e s t i n g  S E C  c o m m e n t s

I n i t i a l  r e q u e s t  f o r  

c o m m e n t s  t o  p r o p o s e d  

l e g i s l a t i o n

R e c o m m e n d a t i o n s  a s  t o  

c o n t e n t  a n d  p r o c e d u r e s  

o f  p r o p o s e d  l e g i s l a t i o n

P r o p o s e d  t o  h a v e  N a t i v e  

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

C o p y  o f  H . R .  6 6 4 4

I n t e n t  o f  N a t i v e  c o r p o r a t i o n s  

t o  p u r s u e  S t a t e  l e g i s l a t i o n

D i s c u s s i o n  t h a t  N a t i v e  

l e a d e r s  w i l l  n o t  o p p o s e  

S t a t e  l e g i s l a t i o n

S u g g e s t i n g  S t a t e  l e g i s l a ­

t i o n  t o  p r o t e c t  n a t i v e  

s h a r e h o l d e r s

P r o p o s a l s  t o  p r o t e c t  

N a t i v e  s h a r e h o l d e r s

J u s t i f i c a t i o n  o f  p r o p o s e d  

l e g i s l a t i o n

N a m e s  a n d  a d d r e s s e s  o f  N a t i v e  R e g i o n a l  

C o r p o r a t i o n s



I N D E X  O F  M A T E R I A L S

E x h i b i t  D a t e

A .  J u l y  1 9 ,  1 S 7 6

B .  A u g u s t  2 4 ,  1 9 7 6

C .

D .  O c t o b e r  1 8 .  1 9 7 6

E .  O c t o b e r  1 9 ,  1 9 7 6

F .  S e p t e m b e r  3 0 ,  1 9 7 6

G .  O c t o b e r  1 9 ,  1 9 7 6

D e s c r i p t i o n

C o p y  o f  i n i t i a l  l e t t e r  t o  

S a m  K i t o ,  P r e s i d e n t  A F N .

C o p y  o f  o r i g i n a l  l e t t e r  t o  

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

( l i s t  o f  c o r r e s p o n d e n t s )

V a r i o u s  -  C o p i e s  o f  i n i t i a l  

r e s p o n s e s  f r o m  t h e  v a r i o u s  

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

C o p y  o f  l e t t e r  s e n t  t o  a l l  

r e g i o n a l  c o r p o r a t i o n s  f o l l o w i n g  

A n c h o r a g e  m e e t i n g  ( l i s t  o f  

c o r r e s p o n d e n t s )

C o p y  o f  l e t t e r  s e n t  t o  m e e t i n g  

a t t e n d e e s ,  ( l i s t  o f  m e e t i n g  

a t t e n d e e s )

C o p y  o f  m e m o  t o  C o m m i s s i o n e r  

r e p o r t i n g  o n  s t a t u s  o f  

l e g i s l a t i o n  a l s o  c o p y  o f  N m N A ' S  

C o u n s e l  l e t t e r .

C o p y  o f  m e m o  t o  C o m m i s s i o n e r  

r e p o r t i n g  o n  m e e t i n g  w i t h  

N a t i v e  c o r p o r a t i o n s  o n  O c t o b e r  

1 3 ,  1 9 7 6  i n  A n c h o r a g e .





m m

j  ■
J u l y  19  j. 1 9 7 6

M r .  S a m  K i t o ,  J r .  , P r e s i d e n t  
A L A S K A  F E D E R A T I O N  O F  N A T I V E S ,  I N C  
5 1 3  HD U Street.- 
A n c h o r a g e ,  A K  9 9 5 0 1

Re: P r o p o s e d  S e c u r i t i e s  l e g i s l a t i o n

D e a r  M r .  K i t o r

T h i s  d i v i s i o n  i s  c u r r e n t l y  m a k i n g  a  s t u d y  o n  t h e  f e a s i b i l i t y  
a n d  n e c e s s i t y  o f  i n t r o d u c i n g  l e g i s l a t i o n  c o n c e r n i n g  annua], 
r e p o r t s  a n d  p r o x y  m a t e r i a l s  o f  c o r p o r a t i o n s  s u b j e c t  t o  t h e  

A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t .

T h e  r e c e n t  S e t t l e m e n t  A c t  a m e n d m e n t s  (Act o f  J a n u a r y  2, 1 9 7 6 ,
P.  L .  9 4 - 2 0 4 ,  89 S t a t .  1145) e x e m p t  a l l  s e t t l e m e n t  a c t  c o r­
p o r a t i o n s  f r o m  t h e  t h r e e  p r i n c i p a l  f e d e r a l  s e c u r i t i e s  l a w s  u n t i l  
1 9 9 1 .  T h i 3 e x e m p t i o n  f r o m  a n y  U . S o  S e c u r i t i e s  & E x c h a n g e  
C o m m i s s i o n  r e g u l a t i o n  h a s  r a i s e d  t h e  q u e s t i o n  o f  w h e t h e r  o r  n o t  
i n v e s t o r  p r o t e c t i o n  neecl3  t o  b e  a f f o r d e d  u n d e r  t h e  A l a s k a  S e c u r i t i e s  
A c t  o f  1 9 5 9 ,  A S  4 5 . 5 5 .  T h e  H o u s e  I n t e r i o r  C o m m i t t e e  R e p o r t  o n  t h e  
e x e m p t i o n s  f r o m  f e d e r a l  s e c u r i t i e s  l a w s  s t a t e d :

N a t i v e  c o r p o r a t i o n s  h a v e  a s s u r e d  t h e  c o m m i t t e e  t h a t  
t h e y  . . .  i n t e n d  t o  p u r s u e  t h e  p a s s a g e  o f  S t a t e  l e g i s­
l a t i o n  t o  t h o  e x t e n t  n e c e s s a r y  t o  p r o v i d e  a n y  a p p r o p r i a t e  
a d d i t i o n a l  p r o t e c t i o n  . . .  (H. Re p ,  9 4 - 7 2 9 ,  9 4 t h  C o n g . ,
1 s t  S e s s ,  D e c e m b e r  15, 1 9 7 5 ) .

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

I f  y o u  f e e l  t h a t  a  j o i n t  m e e t i n g  b e t w e e n  t h e  s t a f f  o f  t h e  D i v i s i o n  
o f  B a n k i n g  S S e c u r i t i e s  a n d  n a t i v e  l e a d e r s  w o u l d  b e  b e n e f i c i a l ,  I 
s h a l l  h a  g l a d  t o  m a k e  t h e  n e c e s s a r y  a r r a n g e m e n t s .  I s h a l l  k e e p  
y o u  i n f o r m e d  o f  a n y  p r o p o s a l s  t h a t  t h i 3  d i v i s i o n  f o r m u l a t e s  a f t e r  
w e  c o m p l e t e  o u r  s t u d y  o f  t h e  p r o b l e m s  a n d  s o l u t i o n s  r e g a r d i n g  
n a t i v e  s t o c k h o l d e r  p r o t e c t i o n .

S i n c e r e l y ,

J J 3 : m p J u l i u s  J. B r e c h t  
"  D i r e c t o r





August 24, 1976

Mr. J o s e p h s U p i c k s o u n y  President 

Arctic- Slope R e g i o n a l  Corporation 

P.O. B ox 129 er 

Barrow, Alaska-,, 99723

D e a r  Mr. Upickooun:

E nclosed is a ropy of legislation that this divisior la considering for 

su b mission i n  the nex t  session of the legislature.

As w a s  stated in ray letter of July 19, 1976,. the division is a s king for 

input from tho N a t i v e  corporations prior to submission of any legislation 

pertaining;to corporations organized pursuant to the Alaska N a t i v e  
Claims Settlement Act..

I would; appreciate receiving any comments 70U have on this-proposed 

legislation.. As. I 3 rated, in. my prior lettef ,. T.. would be haopy-to assist 

in making: arrangemencs for a.joint meeting between the staff of the. 

Division of Banking & Securities, and Native leaders, if y o u  think it; 

w o u l d  b e  beneficial

Sincerely,

Julius J. B r e c h t  

Director.

JJB /ec22



M r . Sara Kito J r ., President 
.Alaska Federation of Natives, Inc. 

515"D" Street 
Anchorage, Alaska 99501

Mr. John Borbrire, Jr., Chairman 
Sealaska Corporation 
811 W. 12th Streec 
Juneau, Alaska 99301

Mr. John W. Schaeffer, Jr.
Nana Regional Corporation, Inc. 
P. 0. Box 49 
Kotzebue, Alaska 99754

Mr. Jacob Wide, President 
Koniag, Inc.
P. 0. Box 746 
Kodiak, Alaska 99615

Mr. John C. Sackett, President 
Doyon, LTD 
First & Hall Street 
Doyon Bldg.
Fairbanks, Alaska 99701

Mr. Roy M. Huhndorf, President 
Cook Inlet Region, line.
1211 W. 27th Ave.
Anchorage, Alaska 99509

Mr. Cecil Barnes 
Chugach Natives, inc, 
912 E. 15th Ave. 
Anchorage, Alaska 99501

Mr. Raymond C. Christiansen, Presiden 
Calista Corporation 
516 Denali Street 
Anchorage, Alaska 99501

Mr. Harold Samuelson, President 
Bristol Bay Native Corporation 
P. 0. Box 237 
Dillingham, Alaska 99576

Mr. Jerome Trigg, President 
Bering Straits Native Corporation 
P. 0. Box 1008 
Nome, Alaska 99762

Mr. Joseph Upickson, President 
Arctic Slope Regional Corporation 
P. 0. Box 129 
Barrow, Alaska 99723

Mr. Carl E. Moses, President 
Aleut Corporation 
833 Cambell Street 
Anchorage, Alaska 99501

Mr. Robert Marshall, President 
Ahtna, Inc.
515 "D" Street 
Anchorage, Alaska 99501
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Mr. J u l i u s  J. B r e c h t ,  D i r e c t o r  
S t a t e  o f  A l a s k a  
D e p a r t m e n t  o f  C o m m e r c e  a n d  
E c o n o m i c  D e v e l o p m e n t  
P o u c h  D
J u n e a u ,  A l a s k a  9 9 8 1 1  !v.’

D e a r  Mr. B r e c h t :

T h a n k  y o u  for a d v i s i n g  m e  of  the s t u d y  y o u r  d e p a r t m e n t  is 
m a k i n g  c o n c e r n i n g  the n e c e s s i t y  o f  S t a t e  l e g i s l a t i o n  r e l a t i v e  
to t h e  N a t i v e  C o r p o r a t i o n s '  a n n u a l  r e p o r t s  and p r o x y  m a t e r i a l s .

I c a n  o n l y  s p e a k  for the C o o k  I n l e t  R e g i o n ,  Inc., b u t  I b e­
l i e v e  t h a t  t h e  N a t i v e  C o r p o r a t i o n s  d e s i r e  m a x i m u m  p r o t e c t i o n  
for t h e i r  s t o c k h o l d e r s  w h i l e  k e e p i n g  to a m i n i m u m  t h e  a m o u n t  
o f  r e g u l a t i o n s  a n d  r e d  tape. • j ..

A s  y o u  h a v e  s u g g e s t e d ,  a j o i n t  m e e t i n g  b e t w e e n  y o u r  s t a f f  a n d  
r e p r e s e n t a t i v e s  f r o m  the N a t i v e  C o r p o r a t i o n s  w o u l d  b e  a n  a p­
p r o p r i a t e  s t e p  in m a k i n g  f u r t h e r  d e t e r m i n a t i o n s  in t h i s  m a t­
te r  .

In t h e  i n t e r i m ,  if I c a n  b e  of a s s i s t a n c e ,  p l e a s e  f e e l  free 
to c a l l  o n  me.

S i n c e r e l y ,

C O O K  I N L E T  R E G I O N ,  INC.

RPI/cmh
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n a t i v e
C o r p o r a t i o n -i-5 E  5 . H  S T R E E T  / A N C H O R A G E  / A L A S K A  99501 / PH . (907) 277-9511

J u ly  30 , 1976

J u l i u s  J .  B r e c h t ,  D i r e c t o r  
D epartm en t o f  Commerce

and E con om ic  D evelop m en t 
Pouch  D
Ju n eau , A la s k a  99811

Re: P r o p o s e d  S e c u r i t i e s  L e g i s l a t i o n

Dear Mr. B r e c h t :

Thank you  f o r  y o u r  J u ly  19 , 1976 l e t t e r  t o  Mr. H arvey Sam uelson 
on th e  a b o v e  s u b j e c t .

We m ig h t  be  in  f a v o r  o f  S t a t e  l e g i s l a t i o n  r e g u l a t i n g  t h e  s o l i c i t a t i o n  
o f  p r o x i e s .  We’ d l i k e  t o  p r o t e c t  o u r  s h a r e h o ld e r s  a g a i n s t  m is ­
l e a d i n g  s t a t e m e n t s  i n  p ro x y  m a t e r i a l s ,  e t c .

S e c t i o n  28 o f  ANCSA, as  amended, p r o v i d e s  t h a t  th e  a n n u a l r e p o r t s  
o f  t h e  ANCSA C o r p o r a t i o n s  s h a l l  c o n t a i n  s u b s t a n t i a l l y  th e  same 
i n f o r m a t i o n  a s  t h a t  r e q u i r e d  by the S e c u r i t i e s  E xchange A c t  o f  
1 9 3 4 . T h u s , S t a t e  l e g i s l a t i o n  i s  p r o b a b ly  u n n e c e s s a r y  in  t h i s  
a r e a .

As you  a r e  p r o b a b ly  a w are , t h e  N a t iv e  C o r p o r a t i o n s  a r e  immersed 
in  r e d  t a p e  in  s e c u r i n g  th e  r e s o u r c e s  g r a n t e d  them u n d er  ANCSA. 
I n d e e d ,  t h a t ' s  one  o f  th e  p r im a ry  r e a s o n s  why th e y  w ere  exem pted  
from  th e  S e c u r i t i e s  law s ir. th e  f i r s t  i n s t a n c e .

I f  any S t a t e  l e g i s l a t i o n  i s  e n a c t e d  r e g a r d in g  an n u al r e p o r t s  and 
p r o x y  m a t e r i a l s  w e 'd  l i k e  t o  s e e  i t  be  b r i e f ,  c l e a r  and shaped  t o  
ta k e  i n t o  a c c o u n t  th e  s p e c i a l  f e a t u r e s  o f  t h e  N a t iv e  C o r p o r a t i o n s .

S i n c e r e l y

BRISTOL BAY NATIVE CORPORATION

/.J a m e s  V o l l i n t i n e
7\ 4- i  n r t  f l Q n o r n  1A c t i n g  G e n e ra l  C o u n se l

J V : avm
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p o r a r b n
516 Der.a l i Street, A ncho rage ,  Alaska 99501 (907) 279 - 5516 
P. 0 =ax 574, Bethe l ,  A laska 59559 (907) 543-2191
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A u g u s t  1 0 ,  1976 /i > *a ■ . .  | *| 1 •U J> -i •./.* -_JM. *V»'«vl *.
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Mr. J u l i u s  J .  B r e c h t  
D i r e c t o r  
S t a t e  o f  A la s k a  
D ep a rtm en t  o f  Commerce and 

E con o m ic  D evelop m en t 
Pouch D
J u n ea u , AK 99811

R e f e r e n c e :  P r o p o s e d  S e c u r i t i e s  L e g i s l a t i o n

Dear Mr. B r e c h t :

We a r e  i n  r e c e i p t  o f  y o u r  l e t t e r  o f  J u ly  19, 1976 in  
w h ich  y o u  i n q u i r e  a b ou t  s e c u r i t i e s  r e g u l a t i o n s  f o r  
n a t i v e  c o r p o r a t i o n s .  A t th e  p r e s e n t  t im e  we a re  
b o g g e d  down i n  m u l t i t u d e s  o f  r e d  t a p e  and o t h e r  
b u r e a u c r a t i c  e n ta n g le m e n ts  s u r r o u n d in g  th e  A la s k a  
N a t iv e  C la im s S e t t l e m e n t  A c t .  One o f  th e  l a s t  
t h in g s  we n eed  a t  t h i s  p o i n t  in  t im e i s  f u r t h e r  
r e g u l a t i o n s  by th e  gov ern m en t .

D e s p i t e  o u r  d e s i r e s  t o  have as l i t t l e  r e g u l a t i o n  as 
p o s s i b l e ,  we do r e a l i z e  t h a t  t h e r e  may be  some need  
f o r  s h a r e h o l d e r  p r o t e c t i o n  un der S t a t e  s e c u r i t i e s  law 
now t h a t  ANCSA c o r p o r a t i o n s  h ave  b e e n  exem pted  from  
f e d e r a l  s e c u r i t i e s  law . Any su ch  S t a t e  r e g u l a t i o n s  
s h o u ld  b e  c o n c i s e  b u t  i n c l u s i v e  o f  a l l  c o r p o r a t i o n s  
i n  A la s k a .  We w i l l  be more than happy t o  w ork w ith  
th e  D i v i s i o n  o f  B anking  and S e c u r i t i e s ,  and w it h  o t h e r  
n a t i v e  c o r p o r a t i o n s  in  s e e k in g  t o  r e s o l v e  the p ro b le m s  
s u r r o u n d in g  t h i s  m a t t e r .



Mr. J u l i u s  J . B r e c h t  
A u g u s t  10 , 1976 
Page 2

I f  y o u  c o u l d  k eep  us in fo r m e d  as t o  any p r o p o s a l s  o r  
re co m m en d a tion s  t h a t  a re  s u b m it t e d  t o  you  on t h i s  m a t t e r ,  
i t  w o u ld  b e  g r e a t l y  a p p r e c i a t e d .  H o p e f u l l y ,  we w i l l  be  
d e v e l o p i n g  a p o s i t i o n  on s e c u r i t i e s  r e g u l a t i o n s  r e l a t i n g  
t o  a n n u a l  r e p o r t i n g  and p r o x y  m a t e r i a l s .  A t  su ch  t im e  as 
t h i s  i s  c o m p le te d  we w i l l  fo rw a rd  t h i s  p r o p o s a l  t o  y o u .

S h o u ld  y o u  have  any q u e s t i o n s  o r  com m ents, p l e a s e  f e e l  
f r e e  t o  c o n t a c t  me.

S i n c e r e l y ,

B J : sa
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August 10, 1976 wiO -•'

Mr. Julius J. Brecht, Director 
Division of Banking, Securities,

Small Loans and Corporations 
Pouch D
Juneau, Alaska 99811

RE: Proposed Securities Legislation

Dear Mr. Brecht:

Mr. Sackett forivarded your letter of July 19, 1976, 
regarding proposed securities legislation for ANCSA 
corporations to me. Doyon is obviously interested and 
would be willing to work with the Division in whatever 
way possible.

I would appreciate it 
advised as to the D i v i s i o n 1

if you would please keep me 
s proposals in

im
William H. T 
General Counsel

WMT/lr

cc: Mr. Tim Wallis



August 16, 1976 ; ^
i." • .»»•_/ •'! 01~

Mr. Julius J. Brecht, Director 
Department of Commerce & 

Economic Development 
Division of Banking, Securities, 

Small Loans & Corporations 
Pouch D
Juneau, Alaska 99811 

Dear Mr. Brecht:

Please excuse the delay in responding to your letter of July 19,
1976; however, I have been out o f the office for an extended 
period of time.

As noted in your letter, the Regional Corporations have consistently 
worked towards insuring tho protection of their stockholders. This 
aspect is what basically prompted the Regional Corporations to seek 
various exemptions from the Federal Securities laws in that their 
protective features were not designed for corporations such as the 
Native Corporations. Additionally, compliance with the Federal 
Securities laws have subjected the Regional and village corporations 
to expenses of some magnitude.

On behalf of Sealaska's stockholders, I would be reluctant to see 
the same situation develop through State regulation. If memory 
serves me correct ly , the position of the State of Alaska at the time 
the Native Corporations were seeking exemption from tho Federal 
Securities laws was to the effect that adequate protection existed 
wihin tho current laws of the State of Alaska for protection o f  stock­
holders. Therefore, I am sonewhat amazed that your division is 
now making a study directed towards the possibility o f  introducing 
legislation.

i



Mi*. Julius J. Brecht 
Juneau, Alaska

August 16, 1976 
- 2 -

Perhaps the best solution would be to involve the Native Cox’porations 
in any study which your Department proposes. This would insure 
the accuracy of facts and additionally would be of assistance in 
determining the necessity of any legislation. I have designated 
Donald J. Beighle, Sealaska's attorney, to work with you in 
reviewing any proposals. However, I must again state that we 
would like the opportuniv t o  review proposals prior to the time 
your Depai’tment lias com' Aed its study, and arrived at what 
it considers an appropriate soluuon. If we are to cooperate on the 
necessity for any legislation, I feel it is important that the Native 
people have input initially, rather than when the facts and solutions 
have become finalized.

Sincerely ,

John Boi’b r id g e , Jr. 
President





October 19, 1976

\
\

M r .  J a c k  W 1 c k  
P r e s i d e n t . .
Kon iag ,  I n c .
P . O .  . B o x
Kod iakv  Alaska- 99615 

M ^ i v  Alas-sa \ • i-X‘
D e a r  M r .  W i c k :  •

. ; i .;-r
T h i s  l e t t e r  i s  to i n f o n n  you t h a t  a meet ing was h e ld  between n a t i v e  
c o rp o r a t i o n  r e p r e s e n t a t i v e s ,  AFN r e p re s en ta t i v e s  and members o f  my 
s t a f f ,  i n  the o f f i c e s  o f  the AFN i n  Anchorage on October 13, 1976.
A l i s t  o f  the a t tendan ts  o f  t h e  meet ing i s  enc losed f o r  your i n f o r ­
mation.***' tlW1 a ; : T . ••">"3 >*t that - *  *?. H  fiiXft lore#*

*)
As a r e s u l t  o f  the meet ing ,  the  N a t i v e  S e c u r i t i e s  B i l l  t h a t  we are 
c o n s id e r i n g  to  propose a t  the  n ex t  l e g i s l a t i v e  sess ion  has been 
r e d r a f t e d .  A copy o f  the  r ed ra f ted  b i l l  i s  enc losed fo r  you r  i n f o r ­
mation.--.. .. ©QsP¥ ::i'2  X&fg&ft&i •••. «“• . :•+ ! k  5Wa«

I f  you have any comments on t h i s  r e d r a f t ,  p lease do not h e s i t a t e  to 
c o n t a c t  me. Sfcfs

Thank you aga in  f o r  tak ing  the t ime to cons ide r  t h i s  proposa l .
J *«* • e- *■ " .

S i n c e r e l y ,Dincereiy, /

J u l i u s  J .  Brecht 
D i r e c t o r

JJ3/it/28

Enc losures



Mr. R o b e r t  M a r s h a l l  
AHTNA, INC.
P. 0 .  Box 323
C o p o e r  C e n t e r ,  A la sk a  99t73  
TELEPHONE: 8 2 2 -3 4 7 6

Mr. Carl M oses 
ALEUT CORPORATION 
833 Cambell S t r e e t  
A n c h o r a g e ,  Alaska 99501 
TELEPHONE; 2 7 4 -1 5 0 6

Mr. J o e  U piclcsoun
ARCTIC SLOPE REGIONAL CORP.
P. 0 .  Box 129
B a r r o w , A la s k a  99723
TELEPHONE: 8 5 2 -6 9 3 0 /6 9 7 0

Mr. Jerom e T r i g g
BERING STRAITS NATIVE CORP.
P. O. Box 1003
Nome, A la s k a  99762
TELEPHONE: 4 4 3 -5 2 5 2

Mr. Harvey S a m e  I s o n  
B U S T O S  BAY NATIVE CORP. 
P. O. Box 220 
Anchorage, Alaska 99510 
TELEPHONE: 277-9511

Mr. R o b e r t  Sc he nicer 
C A LISTA CORPORATION 
516 D e n a l i  S t r e e t  
A n c h o r a g e ,  A la s k a  99501 
TELEPHONE: 2 7 9 -5 5 1 6

Mr. Roy H uhndorf 
COOK INLET REGION, INC. 
1211 W. 2 7 th
A n c h o r a g e ,  A la sk a  99503 
TELEPHONE: 2 7 4 -8 6 3 8

Mr. Tim W a l l i s  
DOYON LIMITED 
F i r s t  & H a l l  S t r e e t s  
F a i r b a n k s ,  A la s k a  99701 
TELEPHONE: 4 5 2 -4 7 5 5

Mr. J a c k  Wick 
KOMIAG, INC.
P. 0 .  Box 7*»6 
K o d ia k ,  A la sk a  99615 
TELEPHONE: 4 8 6 -4 1 4 7

Mr .  John  S c h a e f f e r  
NANA REGIONAL CORPORATION, INC. 
P . O. Box '19
K o t s e b u e ,  A la s k a  99752 
TELEPHONE: 4 4 2 -3 3 0 1 /3 3 0 2 /3 3 0 3

Mr. Jol Horbridge, Jr. 
SEALASKA CORPOBATIOM 
8.11 W. 12th  S t r e e t  
J u n e a u ,  A la sk a  9980.1 
TELEPHONE: 5 8 6 -1 5 1 2

M r . C'ci c i 1 Barne s 
CHUGACH NATIVES, INC.
912 E. 15th Street 
Anchorage, Alaska 99501 •
TELEPHONE: 2 7 4 -4 5 5 8





October 19, 1976

V.'

Mr. B r ia n  Johnson 
C a l i s t a  Corpora t ion  
516 D e n a l i ' S t r e e t  
Anchorage,  Alaska 99501

Dear Mr. Johnson:
•“'J*. r .• * 1 V V ir I *

P lease f i n d  enc losed a copy o f  the r e d r a f t  o f  the Na t ive  S e c u r i t i e s  B i l l  
i n c o r p o r a t i n g  the  c o n s t r u c t i v e  consents t h a t  were made a t  our meet ing at 
the AFfi o f f i c e  i n  Anchorage on October 13, 1976. Also enc losed i s  a 
l i s t  o f  t h e  a t tendan ts  o f  the meet ing f o r  your in fo rmat ion ; '  ̂ '  • :

I f  you have any f u r t h e r  comments, p lease do not  h e s i t a t e  t o  con tac t  me.
. «*cr ,■■&? :,Wu » . iO s  * **’•* !*•*&i »uUi Hi

Aqairs l e t  me thank you f o r  tak ing  the t ime f o r  meet ing w i t h  my s t a f f  on
t h i s  'proposed l e g i s l a t i o n ;  T<fTr n£.-;:;:u 1 ’ •

S i n c e r e l y ,

J u l i u s  J .  Brecht 
D i r e c t o r -

Enc losures  

JJB/mw 5/11
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A t t e n d a n t s  o f  m e e t i n g  o f  O c t o b e r  13, 1976 
a t  t h e  o f f i c e s  o f  t h e  AFN i n  A n c h o r a g e  r e ­
g a r d i n g  t h e  N a t i v e  S e c u r i t i e s  B i l l

J u l i u s  J . B r e c h t D e p a r tm e n t  o f  Commerce Pouch D, J u n e a u ,  A l a s k a  99311

J im  Thcmpson D e p a r tm e n t  o f  Commerce Pouch D, J u n e a u ,  A l a s k a  99811

H. Nobe l  D i c k B r i s t o l  Bay N a t i v e  C o r p . 445 E .  5th A v e ,  A n c h o r a g e ,  AK.

G e o r g e  See S e a l a s k a  C o r p o r a t i o n 811 West 12 th ,  J u n e a u ,  AK.

E v e r e t t  B unes s A r c t i c  S l o p e  R eg .  C o r p . 313 E . S t ,  S u i t e  5, A n c h ,  AK.

B r i a n  J o h n s o n C a l  i s  ta C o r p o r a t i o n 516 D e n a l i  S t ,  A n c h o r a g e ,  AK.

P e r r y  E a t o n K o n i a g ,  I n c . 3501 Hoope r  Way, A n c h ,  AK.

B i l l  T imme Doyon L im i  ted F i r s t  & H a l l ,  F a i r b a n k s ,  AK.

Dave  Cooke B e r i n g  S t r a i t s 310 K. S t ,  S u i t e  601, A n c h .  AK

J a n i e  B rower AFN ( s e c r e t a r y  to 
Sam K i t o )

8t h  & F . S t . , A n c h ,  AK.
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Langhorne A. Motley
Commissioner

DATE 1 September 30, 1976

from: j u-j^us B r e c n t l  Alaska N a t i v e  Corpora t ion
D i r e c t o r  S e c u r i t y  Proposal - S ta tu s ;

o f  1977 L e g i s l a t i v e  Proposal

The D i v i s i o n  o f  Bankinq and S e c u r i t i e s  has proposed an amendment to  the 
Alaska S e c u r i t y  Act (AS 45.55) r e l a t i n g  to reoorts  o f  co rpo ra t io n s  organ ized 
pursuant t o  the  Alaska Na t i v e  C la ims Set t lemen t  Act . *
The d i v i s i o n  has corresDonded w i t h  a l l  twe lve r eg io na l  co rpo ra t ions  
regard ing t h i s  p roposa l .  A number o f  the co rpo ra t ions  t h a t  were contacted 
have responded w i t h  comments regard ing t h i s  p roposa l„ On the who le ,  the- 
r eg io na l  co rpo ra t ions  appear to be re ceD t i ve  to t h i s  s o r t  o f  l e g i s l a t i o n .  
However, some are concerned about a d d i t i o n a l  red tape .

On Seotember 20, 1975, the D i v i s i o n  o f  Banking re ce i ved  correspondence from 
R ichard Anthony Baenen, se rv ing  as genera l counse l o f  NANA Reg iona l Corpora t ion .  
T h is  l e t t e r  s ta ted tha t  NANA i s  i n  f u l l  agreement w i t h  the  genera l scheme o f  our 
nrooosed b i l l .  He s ta ted  t h a t  the b i l l  does not imnose on the  c o rpo ra t io n s ,  
any new a f f i rm a t i v e  or sub s ta n t i v e  requ irements ,  but i n  e f f e c t  mere ly  makes i t  
e a s i e r  f o r  the  S ta te  o f  Alaska to enforce i t s  s ta tu to ry  p r o v i s i o n s  pro­
h i b i t i n g  f a l s e  or m is l e a d in g  statements to s tockho lde rs ,

Mr. Baenen went on to comment about th e  s p e c i f i c  language o f  our proposed 
b i l l ,  and suggested that, we make severa l changes. H is suggested changes are:

1. That we change the  term "other mater ia ls'* to more s p e c i f i c
language . B a s i c a l l y ,  he proposed t ha t  we pu t  i n  language tha t  
would change o ther  m a te r i a l s  to a l l  m a te r i a l s  r e l a t i n g  to  a 
vo te  by s to ckho ld e rs .

2. Mr. Baenen suggested t h a t  we change our d e s c r i p t i o n  o f  the 
co rpo ra t io n s  from be ing a broad d e s c r i p t i o n  to  one t h a t  would ; y-,
be p u r e ly  Alaska N a t i v e  C la ims Set t lement Act C o roo ra t io n .  . :- ^y

3. Mr. Baenen sugyssted t h a t  we drop the l a s t  sentence o f  our 
proposa l wh ich  i s  "These reports are s u b j e c t  to  a l l  p ro v i s i o n s  
o f  t h i s  chan te r ."  The reason f o r  t h i s  sugges t ion  was t h a t
the  lanouaqe was s upe r f lu ous ,  and v/as covered by o the r  po r t ions
o f  the  Alaska S e c u r i t i e s  Act . " ■

The s t a f f  o f  t h i s  d i v i s i o n  f e e l  t h a t  we shou ld not change the  t e rn  "other 
ma te r ia l"  to be ino  l im i t e d  to j u s t  m a te r i a l s  r e l a t i n g  to  a vo te  o f  stock- 

-Jars, The reason fo r  t h i s  i s  t ha t  the o the r  m a t e r i a l s ,  w h i l e  appear ing 
> necessary ,  may d e f i n i t e l y  i n f !  ■ ce the "hare'nolders i n  a f i n a l  vo te .



m

Langhorne A. Motley - 2 - September 30, 1976

The suggested change r e l a t i n g  to l i m i t i n g  t h i s  s ta tu t e  to  pu re ly  N a t i v e  
C la ims Se t t lemen t  Act Corpora t ion  i s  w e l l  taken. The o r i g i n a l  te rm ino logy 
as presented by th e  s t a f f  o f  the  d i v i s i o n  may be too broad and encompassing 
and cou ld  p o s s i b l y  lead to  an unen forceab le  s t a t u t e ,  e s p e c i a l l y  where i t  
a p o l i e s  to  smal l co rpo ra t ions  tha t  would otherw ise be exempt.

The t h i r d  sugges t ion  o f  Mr. Baenen i s  t h a t  we drop the l a s t  sentence 
o f  our proposed b i l l  i s  a ls o  w e l l  taken . I t  does appear as i f  t h i s  
language i s  redundant ,  as a l l  reports  are s ub je c t  to p r o v i s i o n s  o f  
t h i s  chap te r  by AS 45.55.160.

CONCLUSION

I t  appears i f  some o f  t h e  changes proposed by Mr. Baenen are w e l l  taken 
and thus the  s t a f f  o f  t he  9 i v i s i o n  o f  Banking recommend t h a t  we change 
our proposed b i l l  to read as fo l l ow s :

A copy o f  a l l  annual r e p o r t s ,  oroxy s tatements ,  and o ther ma te r ia l s  
d is t r i f ab ted  to  Alaskan shareho lders o f  a co rpo ra t ion  organ ized 

pu pursuant to  the  Alaska Na t ive  C3ns&ns Set t lement A c t ,  as amended 
(43. (43 U .S .C .  1601 e t  s e a . ) ,  s h a l l  be f i l e d  w i t h  the adm in is t ra to r  
cori c o n cu r r e n t l y  w i t h  t h e i r  d i s t r i b u t i o n  to sha reho lde rs .

JCB/jag4/l
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R e : Proposed L e g i s l a t i o n  - AS 45.55.139

Dear Mr. Brecht:

J o h n  Schaeffer, p r e sident of NANA Regional Corporation, 
Inc., has asked us, as N A N A’s general counsel, to r e s pond to 
your August 24, 1976, letter r e q u e s t i n g  NANA's comments on the 
p r o posed legislation, AS 45.55.139, r e l a t i n g  to reports of 
corpor a t i o n s  formed under the Ala s k a  N a t i v e  Claims Sett l e m e n t  
Act.

First, we should state that we are in -full-agreement-rur 
\vith*£the;general sche m e  of-the proposed-'-bill. Consistent w i t h  
the spirit of the federal exemptions granted by Congress, the 
bill does not impose on the corporations any n e w  affirmative or 
s u b s t a n t i v e  burdens, but in effect merely makes it easier for 
the St a t e  of Alas k a  to enforce its s t a tutory provisions p r o­
hibit i n g  false or m i s l e a d i n g  s t a tements to stockholders and 
other forms of fraud. Vle believe that the corporations already 
are covered by the State'„s s u b s t a n t i v e  s t a ndards regulating 
c o r porate activity, and the r e q uirement that the m a t erials be 
filed w i t h  the S t a t e’s administrator seems a r e a sonable method 
of f a c i l i t a t i n g  the State's enfo r c e m e n t  of these standards.

The following, however, are some specific comments 
or s u g g e s t i o n s  which we have on the proposed legislation.
First, we w i s h  to clarify what may be a m i s u n d e r s t a n d i n g  as
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to what is r e q u i r e d  by the January 2, 1976, amendments to the 
Alaska N a t i v e  Claims Settlement Act, Public Law 94-204. The 
" J u s t i f i c a t i o n” accompanying the proposed legislation states 
that S e t t l e m e n t  Act corporations, although exempj from the 
federal secu r i t i e s  laws, are required to "send their sto c k­
holders y e a r l y  a ’.report containing substantially the same ^ 
i n f o r m a t i o n - r e q u i r e d  l n _ a n  annual report of a corporation which 
is subject to the federal acts." This is not quite, accurate. 
Section 3 of Public Law 94-204, wh i c h  exempts the corporations 
from the federal securities laws, requires such reports only 
of corporations which, but for the exemption, would be subject 
to the S e c u r i t i e s  Exchange Act of 1934. The 3034 Act applies 
only to corpor a t i o n s  with more than 500 stockholders and 
$ 1 ,0 0 0 , 0 0 0 in assets, and therefore it is only the twenty or 
so largest S e t t l e m e n t  Act corporations, m e e t i n g  these criteria, 
w h i c h  must m a i l  s u c h  annual reports. The only stockholder 
r e p orting requir e m e n t s  imposed by federal law on the smaller 
corporations are those contained in sections 7 (o) and 8 (c) of 
the S e t t l e m e n t  Act, requiring the distribution to the s t o c k­
holders of the corporation's annual audit. Thus w e  would 
suggest that the statement of "Justification" be corrected.
The correction, however, should not to our mind generate any 
changes in the s u b stance of the proposed legislation.

D e a l i n g  with the specific language of the proposed 
bill, we w o u l d  suggest that the bill be made more specific in 
des c r i b i n g  p r e c i s e l y  which materials must be filed with the 
State.' For example, we are not sure of what is included in 
"other m a t e r i a l s , "  and believe that this term may require the 
filing of m a t e r i a l s  which the State is not really interested 
in seeing. For example, N A N A  periodically sends its st o c k­
holders a newsletter, in newspaper format, reporting on various 
corporate acti v i t i e s  as well as giving other news of general 
interest in the region but not related to NANA's activities. 
Similarly, d i v idend checks are mailed out annually, with an 
a p propriate w r i t t e n  explanation of the nature of the dividend. 
Finally, at various informal meetings held from time to time 
in various of the villages, for the purpose of explaining to 
groups of stockh o l d e r s  various corporate matters of concern to 
them, w r i t t e n  outlines or explanations sometimes are prepared 
and d.istrubited to persons attending the meetings. These tie 
in with oral p r esentations made at the meeting, and, standing 
alone, they w o u l d  most likely make little sense to a State 
o f f icial w h o  did not also attend the meeting. Such materials 
are not t r a d i t i o n a l l y  of the type which state or federal 
sec u r i t i e s  administrators tend to regulate, particularly sin c e



they tend not to relate to the financial condition o f  the cor­
poration or to any stockholders' vote being taken. We therefore 
would suggest that the filing requirement apply only to "annual 
reports t o  st o ckholders and proxy statements and other proxy 
materials r e l ating to a vote of stockholders."

Secondly, we would suggest that the d e s cription of 
the corporations covered by the propo s e d  l e gislation be changed 
simply to refer to "a corporation organized p u r suant to the 
A l a s k a  N a t J v e  Claims Settlement Act, as amended (43 U.S.C.
§§ 1601 et s e q .)." Presently, the reference is to corporations 
exempted from the filing provisions of the three federal s e c u­
rities laws. We believe this is intended to cover all 
S e ttlement Act corporations, and a reference to the Settlement 
Act would s e e m  to be a more precise way of e x p r e s s i n g  this. 
Moreover, iden t i f y i n g  the corporations by r e f e r e n c e  to the 
federal exemptions would leave room for a corp o r a t i o n  which 
even without the exemptions would not have been s u b ject to the 
federal acts to argue that it therefore also is not subject to 
the proposed state law. This would be contrary to what we 
believe to be the intent of your bill.

Finally, we believe that the last s e n t e n c e  of the 
proposed b i l l  may be deleted entirely, since to us it appears 
superfluous. We always have believed that any m a t e r i a l s  d i s­
tributed by any of the Settlement Act corporations to its 
stockh o l d e r s  were subject to any existing State laws normally 
applicable thereto, such as the laws p r o h i b i t i n g  false and m i s­
leading statements. This in fact is one of the reasons why 
Congress determined that the federal securities laws need not 
also apply.

To summarize, we would propose that AS 45.55.139 
read as follows:

"A copy of all annual reports to s t o c k­
holde r s  and proxy statements and other 
pr o x y  materials relat i n g  to a vote of 
s t o c k h o l d e r s  distributed to Alaskan s t o c k­
hol d e r s  of a corporation or g a n i z e d  p u r s u a n t  
to the Alaska Nat i v e  Claims Set t l e m e n t  
Act, as amended (43 U.S.C. §§ 1601 et s e q .), 
sha l l  be filed with the a d ministrator c o n­
curre n t l y  with their distribution to 
s h a r e h o l d e r s ."

Mr. Julius J. Brecht
September 14, 1976
Page three
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On behalf of NANA, we thank you for the opportunity 
nrovidec us to review and comment on the proposed bia.1 . he 
wo u l d  be uleased to provide you with any further assistance 
or suggestions which you might find helpful.

Sincerely yours,

Richard Anthony Baenen'
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AS 45.55.139 - Status 
Corporat ions

■

.1: '<On October 13,v1976, Janes L . Thompson, S e c u r i t i e s  Examiner w i t h  the D i v i s i o n  o f  
Bank ing ,  and I  met w i t h  le ade rs  o f  va r io us  N a t i v e  co rpo ra t ions  a t  the Alaska 
Fede ra t io n  o f  Na t ive s '  o f f i c e  i n  Anchorage. A l i s t  o f  names o f  those i n  a t t e n ­
dance a t  the  meet ing i s  a t t a c h ed .  • A. '- 7 C7; . . t \ « ' * . -t ' J.V jH*
The purpose o f  t h i s  meet ing was to d iocuss  the  b i l l  proposed by the Department 
o f  Commerce and Economic Development wh ich requ i r e s  t h a t  co rpo ra t ions  estab- ;
l i s h e d  pursuant to  the Alaska Na t i v e  C la ims Se t t lemen t  Act f i l e  cop ies  o f  a l l  
annua l r e p o r t s ,  proxy s ta tements ,  and o ther  m a te r i a l s  w i t h  the department. The 
f i l i n g  would s u b j e c t  the person d i s t r i b u t i n g  the m a te r i a l s  to the f>aud pro­
v i s i o n s  o f  the Alaska S e c u r i t i e s  Ac t ,  AS 45.55.

The genera l  r e a c t i o n  o f  the p a r t i c i p a n t s  to the b i l l  a t  t h i s  meet ing was f a v o r ­
a b l e ,  but they d id  not show overwhelming support f o r  i t .  The group was p leased 
t h a t  the proposed b i l l  does not  r e q u i r e  any a d d i t i o n a l  burden on the Na t ive  
c o rp o ra t i o n s .

The p o i r t s  o f  the proposed b i l l  t ha t  were d iscussed are as f o l low s :

^  • •*
.. - • *• •

5
1. PROXIES: I t  was f e l t  t h a t  the term "proxies" shou ld  be added to those /A. 

m a t e r i a l s  to be s up p l i e d  to  the  d i v i s i o n .  The reason g iv en  f o r  t h i s  sugges t ion
was t h a t  "p rox ies11 are d i f f e r e n t  from "proxy statements" and both o f  these items 
shou ld  be i n c l u d e d .  , .

2. ADDED LANGUAGE: I t  was f e l t  t h a t  i n  the proposed a c t  we shou ld add
the term " re la t ed  to proxy s o l i c i t a t i o n s "  between the words "mater ia ls"  and 
" d i s t r i b u t e d . "  T h i s  a d d i t i o n  was recommended because i t  was f e l t  tha t  the re  
were many "mater ia ls" t h a t  would not be germane to s to ckho ld e r  v o t i n g  and 
t h e r e f o r e ,  need not be s en t  to the department . I t  was a ls o  f e l t  t h a t  some o f  
these "mater ia ls"  m ight  be p ro p r i e t a r y  i n  nature and the  d i v u l g i n g  o f  t h i s  
m a te r i a l  would not be i n  the bes t  i n t e r e s t s  o f  the s tockho lders  of  a 
"pr iva te"  n o n p ro f i t  c o r p o r a t i o n .

1 • ••
3. DISTRIBUTED: I t  was f e l t  t h a t  the  term "d is t r ib u t ed"  was not c l e a r

enough. The reason for t h i s  i s  chat some of the m a te r i a l s  and some o f  the r e ­
ports are not d i s t r i b u t e d  by m a i l  bu t are posted i n  l o c a l  newspapers or on 
to1 ' v i s i o n  and r a d i o .  The group f a i t  the-: th is  term shou ld  be expanded to be 
more s p e c i f i c .

4. DESCRIPTION OF STOCKHOLDERS: I<: .as f e l t  by the group tha t  t h i s  b i l l  
shou ld  be expanded co i n c l u d e  a number la.- .r than two w i th  respec t  to the 
r e p o r t s .  The recommendation was t h a t  we . .t “n the t_.m ‘at. l e a s t  ten" befo re

i£\ -.r- •

• v.
V , •
.•

'■: i . .-f •-: f*
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Alaskan shareho lders .  I t  was a ls o  reconmended chat we be rv ire  s p e c i f i c  i n  
our d e s c r i p t i o n  o f  shareho lders and put  i n  -'Alaskan r e s id e n t  sha reho lde rs ."

5. DESCRIPTION OF CORPORATIONS: There was a c t i v e  d i s c u s s io n  on the 
item i n  the proposed b i l l  t h a t  was d i r e c t e d  towards Alaska N a t i v e  C la ims 
Set t lement Act Co rpo ra t io ns .  I t  was f e l t  t h a t  t h i s  m igh t  be s i n g l i n g  ou t  
those co rpo ra t ions  and m ight a l s o  l e a ve  a lo o pho le  fo r  o ther  co rpo ra t ions  
t h a t  were granted an exempt ion . Two a l t e r n a t i v e s  were discussed. . One 
wh ich would b r i n g  i n  l a r g e  v i l l a g e  co rpora t ions  and would be based upon the 
fede ra l  law wh ich  r e q u i r e s  a co rpo ra t ion  w i t h  500 shareho lders o r  1 m i l l i o n  
d o l l a r s  i n  assets  to r e g i s t e r ,  o r  t ha t  i t  he b a s i c a l l y  f o r  a l l  c o rpo ra t ions  
t h a t  are exempt under the Federa l S e c u r i t i e s  Acts .

6. CONFIDENTIAL MATERIAL: There was a lso  d is cus s io n  as to whether 
m a te r i a l s  f i l e d  under t h i s  a c t  wou ld be p u b l i c  record or- not ,  and tha t  the  
d i v i s i o n  shou ld  make c e r t a i n  t h a t  these m a te r ia l s  were not p a r t  o f  p u b l i c  
documents.

Conc lus ion

I t  appears as i f  some o f  the recommendations made by th e  Nat ive  leaders  a t  
t h i s  meet ing were w e l l  taken. The comment regard ing the a d d i t i o n  o f  the 
term p rox ies  wou ld make the a c t  more v i a b l e .

The f e e l i n g  t h a t  the a c t  shou ld  i n c l u d e  the terns " re la ted  to proxy s o l i c ­
i t a t i o n s "  a l s o  appears to be w e l l  taken . Much o f  the m a te r i a l s  t h a t  a 
co rpo ra t ion  does d i s t r i b u t e  to i t s  shareho lders are p ro p r ie ta ry  m a t e r i a l s .
For example,  p r i c e s  o f  f i s h  to be pa id  by a cannery owned by a c o rpo ra t io n  
would not be necessary i n fo rma t io n  f o r  our department and might causa 
damage to the co rpo ra t io n  i f  those items were made known. Inasmuch as the 
purpose o f  t h i s  a c t  i s  to make c e r t a i n  t h a t  the stockho lders r e c e i v e  f a i r  
and not m is le ad ing  m a te r i a l s  r e l a t i n g  to t h e i r  v o t i n g  o f  t h e i r  s to ck ,  i t  
does .no t  appear as i f  we need to i n c l u d e  a l i ocher m a t e r i a l s .

The comments r e l a t i n g  to  the changes o f  a pa r t  o f  the a c t  t ha t  r e l a t e s  to 
d i s t r i b u t i o n  to Alaska sha reho lde rs ,  was a ls o  w e l l  taken. Th is  area shou ld  
be expanded and c l a r i f i e d  be fo re  the proposed b i l l  goes before the L e g i s l a t u r e .

The d is c u s s io n  o f  how the d e s c r i p t i o n  o f  the co rpo ra t ions  shou ld  be changed 
has requ i r ed  c e r t a i n  a d d i t i o n a l  exam ina t ion .  As a r e s u l t  o f  t h i s  e xam ina t io n ,  
i t  i s  f e l t  t h a t  we shou ld  use the te rm ino logy as fo l lowed  i n  the Federa l 
Ac ts .

There does not  appear to be any need to add a c lause  tha t  would make t h i s  
in fo rmat ion  c o n f i d e n t i a l  as tha t  i s  con ta ined a l r eady  under AS 45.55.1G0(b).

RecQlifcnendation

As a r e s u l t  o f  the meet ing w i t h  the Na t iv e  le a d e r s ,  i t  i s  recommended that 
AS 45.55.139 be amended as f o l low s :

’ Sec. 45.55.139. REPORTS OF CORPORATIONS. A copy o f  a l l  annual repor ts  
p rox ie s ,  consents or a u t h o r i z a t i o n s ,  proxy statements and o the r  m a t e r i a l s  
r e l a c i n g  to proxy s o l i c i t a t i o n s  d i s t r i b u t e d ,  pub l i shed  o r  made a v a i l ­
a b l e  to at l e a s t  ten Alaska r e s i d e n t  s h a r r j o l d e r s  of a c o rp o ra t i o n  wh ich
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has t o t a l  assets exceed ing $1,000,000 and a c lass  o f  e qu i t y  s e c u r i t y  h e ld  
o f  r e c o r i  by 500 or more persons and exempted form the p ro v i s i o n s  o f  the 
S e c u r i t i e s  Act o f  1933 (15 U .S .C .  Secs . 77a-77aa), the S e c u r i t i e s  Exchange 
Act o f  1934 (15 U .S .C .  Secs . 78a-78jj) or the Investment Company Act or 
1940 (15 U .S .C .  Secs 30al~30a52) s h a l l  be f i l e d  w i t h  the adm in is t r a to r  
c o n c u r r e n t l y  w i t h  t h e i r  d i s t r i b u t i o n  to shareho lders ."

. -i.*LA Cop ies  o f  t h i s  r e v is ed  b i l l  have been sent to those on the  at tached .
JJ3/al:t&di2rfce l i s t ,  to  t h e  p re s id en ts  o f  each o f  the  12 r eg io na l  corpora- 

t i o n s  and to  Sam K i to  o f  AFN, who was no t  i n  a t tendance a t  t h e  October 13 
mee t ing .  . . • • - *-•

Enc losures  ,
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* Members o f  the Committee
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FILE NO.-

TELEPHONE NO:

from: J u l i u s  J. B rech t ,  D i r e c t SUBJECT: HB 67 Proposed Amendments
D i v i s i o n  o f  Banking and S e c u r i t i e s

Subsequent to my test imony to  the House Commerce o m i t t e e  regard ing HB 
67, members o f  the rea l  e s ta te  in dus t ry  have expressed concern tha t  two 
areas of  the b i l l  need c l a r i f i c a t i o n .  Upon rev iew o f  t h i s ,  the D i v i s i o n  
o f  Banking and S e c u r i t i e s  i n  conce r t  w i th  the Alaska Rea l to rs  Assoc ia t ion  
i s  propos ing to  your committee two housec lean ing amendments t h a t  would 
not change the t h r u s t  o r  substance o f  HB 67 i n  any way but would more 
comp le te ly  enunc ia te  the 50 s a le  exemption and the term "common promotiona l 
p la n ."  The r e s u l t  o f  these amendments would be to c l a r i f y  the language 
o f  the  proposed a c t .

The f i r s t  amendment i s  to add the  word "subd iv ider" and d e le t e  the word 
"a person" i n  two p laces  i n  Sec t ion  7 of HB 67. Th is  s e c t io n  would then 
r e ad :

Sec t ion  7. AS 34.55.042(a)(2) i s  amended to read: I f  fewer than
ten separate l o t s ,  p a r c e l s ,  or u n i t s  or i n t e r e s t s  i n  subd iv ided 
land loca ted  ou ts id e  t h i s  s ta te  are o f fe red by a sub d i v i d e r  [a 
person] i n  a per iod  o f  12 months, or i f  fewer than 50 separate 
l o t s ,  p a r c e l s ,  u n i t s  or i n t e r e s t s  i n  subd iv ided land l ocated 
w i t h i n  t h i s  s ta te  are o f fe red  by a s ubd iv id e r  i n  a per iod
o f  12 months.

The second amendment i s  to add the f o l l o w in g  language to the end of 
Sec t io n  8:

Sec t ion  8. AS 34.55.044(6) i s  amended to read: (6)................  of
a d v e r t i s i n g  and s a l e .  [ ; ]  I f  the land i s  c o n t i guous or i s  known, 
des ig na te d , or adver t i s e d as a common u n i t  or by a common name 
the land s h a l l  be presumed, wi thout  regard to th e number o f  lo t s  
covered by each " ind iv idua l" o f f e r i n g ,  as be ing o f fe red  fo r  TTTs- 
pos i t i o n  as par t  o f  a common promot iona l p l a n .

JJB/ejc 2/2



TESTIMONY OF JULIUS J. BRECHT, DIRECTOR 

DIVISION OF BANKING AND SECURITIES 

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

BEFORE

HOUSE JUDICIARY COMMITTEE 

February 4, 1977

Good morn ing ,  Mr. Chairman and members of  the committee. My name i s  
J u l i u s  J. Brech t ,  and I am d i r e c t o r  o f  the D i v i s i o n  o f  Banking and 
S e c u r i t i e s  w i t h i n  the Department of  Commerce and Economic Development.
I want to thank you fo r  a l l ow in g  me to appear before you on b eh a l f  of 
the a dm in i s t r a t i o n  to d iscuss  HB 67.

The b i l l  before you proposes to amend the Uniform Land Sales P rac t i ces  
A c t ,  AS 34.55, to b r ing  Alaskan subd iv ide rs  under i t .  In  a d d i t i o ,  , the 
b i l l  s trengthens the fraud p ro v is io n s  o f  the ac t .  However, Alaskan 
s ubd iv id e r s  are express ly  exempted from r e g i s t r a t i o n  w i th  the Department 
o f  Commerce and Economic Development under AS 34,55,

I have had d i s t r i b u t e d  to each o f  you a f i l e  con ta in ing  (1) a copy of 
the b i l l ,  (2) a copy of  those se c t io n s  of the act  e f fe c ted  by the b i l l ,
(3) a memorandum from me to the committee dated January 17, 1977, (4) a 
copy o f  my w r i t t e n  test imony before the House Commerce Committee dated 
January 26, 1977 on t h i s  b i l l ,  (5) a copy o f  a f i s c a l  note prepared by 
the d i v i s i o n ,  and (6) a memorandum from me to the committee dated February 
1, 1977.

A copy o f  the b i l l  should be read in  c o n ju n c t io n  w i th  the copy of item 
(2) which g iv es  the correspond ing present law. The memorandum of January 
17 o u t l i n e s  p ro v is io n s  of HB 67. The copy of my w r i t t e n  test imony 
before the House Commerce Committee p laces HB 67 in  the proper con tex t .
That i s ,  i t  b r i e f l y  d iscusses the purpose o f  the Uniform Land Sales 
P rac t i c es  Act and the need fo r  the amendments to the ac t  presented i n  
the b i l l .

T h is  b i l l  passed the House Commerce Committee 6-1. The b i l l  has the 
support o f  the Alaska Rea l to rs  A s so c ia t i o n .  However, s in ce  the House 
Commerce Committee hear ing on the b i l l ,  members of  tha t  a s s o c ia t i o n  have 
expressed concern tha t  two areas o f  the b i l l  need c l a r i f i c a t i o n .

The Rea l to rs  are concerned tha t  a rea l  es ta te  agent a c t i n g  as a rea l  
es ta te  agent under HB 67 not be s ub je c t  to the Uniform Land Sales P rac t i ces  
Act . The i n t e n t  o f  the b i l l  i s  to app ly  the p rov is io ns  o f  the a c t  to 
in-s ta te  s u b d i v id e r s .  I t  i s  not to app ly  to real es ta te  agents , except 
where those agents are a c t i n g  as s ubd iv id e r s .
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I n  t h i s  co n te x t ,  upon re v iew  o f  the two areas o f  concern ,  I  have dra f ted  
amendments to HB 67 t h a t  appear i n  my memorandum o f  February I .  These 
amendments make c l e a r  the  i n t e n t  o f  the b i l l  i s  to app ly  to  s u b d i v i d e r s .  
Mr. A1 Courtney, Chairman o f  the L e g i s l a t i v e  Committee f o r  t h e  Alaska 
Rea l to rs  A s so c ia t i o n ,  has p o l l e d  the membership o f  the a s s o c i a t i o n .  I 
am t o l d  by Mr. Courtney t h a t  w i t h  the two i.mendments prov ided i n  my 
February memorandum, the  a s s o c i a t i o n  Is  i n  f u l l  support o f  the  b i l l .

I  urge the members~of the  committee to cons ide r  
s io n s  o f  HB 67 p lus  the  proposed amendments.

Thank you aga in  f o r  the oppo r tu n i t y  to appear before you to d is cuss  t h i s  
proposed l e g i s l a t i o n .

JJB/s l3/1
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PART I -  NOTICES

1. On O c t o b e r  1 ,  1 9 76 , S u p e r i o r  C o u r t  Ju d ge  Eben H. L ew is  o f  

t h e  T h ir d  J u d i c i a l  D i s t r i c t  in  A n ch o ra g e  s ig n e d  a T em porary  

R e s t r a i n i n g  O rd er  in  th e  c a s e  o f  S t a t e  o f  A la s k a  v .  R u s t i c  

W i l d e r n e s s ,  I n c . ,  e t  a l .  The c o m p la in t  f o r  th e  r e s t r a i n i n g  

o r d e r  and i n j u n c t i v e  r e l i e f  c h a r g e s  t h a t  th e  d e fe n d a n t s  in  

th e  c o u r s e  o f  t h e i r  s e l l i n g  s u b d iv id e d  l o t s  in  th e  W i l lo w  

a rea  v i o l a t e d  p r o v i s i o n s  o f  th e  Consumer P r o t e c t i o n  A c t ,

AS 4 5 .5 0 ;  t h e  O c c u p a t i o n a l  L i c e n s i n g  A c t ,  AS 0 8 .8 8 ;  and th e  

r e g i s t r a t i o n  and f r a u d  s e c t i o n s  o f  th e  A la sk a  S e c u r i t i e s  A c t ,  

AS 4 5 .5 5 .  The O rd er  r e s t r a i n s  th e  d e f e n d a n t s  from  making 

m i s r e p r e s e n t a t i o n s ,  a d v e r t i s e m e n t s ,  o f f e r i n g  u n r e g i s t e r e d  

s e c u r i t i e s ,  d i s p o s i n g  o f  c o r p o r a t e  a s s e t s  and m o n ie s ,  and 

d e s t r o y i n g  c o r p o r a t e  r e c o r d s .

D e f e n d a n t 's  a p p e a l  o f  th e  Perm anent I n j u n c t i o n  p r e v i o u s l y  g r a n t e d  

in  S t a t e  o f  A la s k a  v .  R oger  Y. F ord  was d i s m is s e d  by th e  Supreme 

C o u r t  o f  t h e  S t a t e  o f  A la s k a  on S ep tem ber  1 0 ,  1 9 7 6 . P l e a s e  r e f e r  

t o  p r i o r  b u l l e t i n s  f o r  a d d i t i o n a l  i n f o r m a t i o n  in  t h i s  m a t t e r .
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Amendments ;o Uniform Land 
Sales Practices Act

S 1 /  SUBJECT:

vO f'
A case study will best demonstrate the genesis of 

the attached proposed bill. In May of this year, I was requested 
by the Department of Environmental Conservation to investigate a 
situation which had developed in Robe River Subdivision in Valdez.
The story:

In 1972, an Alaskan subdivider acquired property
in the Valdez area. He divided the land into quarter-acre lots,
and filed a "paper plat" (i.e. no improvements on the property 
other than tractor-blade streets and boundary markers). The land 
lies adjacent to a sensitive anadromous stream, and has a very high 
water table.

This developer held an auction for this subdivision.
It was advertised in the Anchorage media as a sale for "high, dry
lots," with "streets in," and "suitable for residential developmentV

Of course, this was all inaccurate. Streets were not 
in. The t r i  .tor-trail streets were not of sufficient quality to be 
accepted by the City of Valdez for dedication. Thus, Valdez does not 
to this day provide l)snow clearance (a must in Valdez); 2)school bus
service (the kiddies must walk a mile in the snow uo Richardson Highway);
or police or fire service, except in dire emergencies when the roads 
in the subdivision are passable.

Nor are the lots high and dry., or suitable for residential 
housing. The lots are so small, and the water table so high, that 
on lot water and sewer systems cannot be approved by ADEC. The result—  
people must by 2 or 3 lots (selling, incidently, for $12,000-$17,000 
each) for one house or trailer.

Of course, the buyers were not aware of these problems 
when they purchased. In a "boom" situation, where any property is at 
a premium and immigrants are blinded by the rush for the buck, it is all 
to common that lots are bought sight-unseen, or, at least, without 
careful soil and borings analysis, and title searches.

Now, of course, the developer has exited, and the
buyers are left holding the swampy bag. And, just as surely, the 
developer did not go out of his way to be candid with these folk.

The Department of Lav; attempted to piece together a 
prosecution of the developer. The Consumer Protection Act was 
discussed. Ho- ever, the misrepresentations of the developer occured 
three years ago— hardly the type of "imminent future harm" necessary 
to obtain an injunction. And these presentations were made before 
the Act was passed.

Yet, even assuming the Act was available, its utility 
in shaping of relief was questioned. We could enjoin future harm, 
yet we could do little to rectify past injury. Land— unlike other

an
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consumer goods— is not fungible. Particularly in areas marked by 
a critical housing shortage, such as Valdez, replacement may not be 
available and, hence, compelled recission is of dubious value.

With land, then, especially, the remedy for such 
situations should be preventive In nature, rather than corrective. 
Obviously, the Uniform Land Sales Practices Act provides precisely 
that type of preventive remedy. Of course, as you are aware, that 
act applies only to instate solicitations for out-of-state land.
A rather silly limitation, since I would assume that the Alaska 
land consumer is Injured more by Alaska developers than those from 
the outside. The argument that an Alaska consumer can better inspect 
land located inside the state is of some academic interest. Yet, 
realistically, it is unusual for the small-lot buyer, particularly 
in the Valdez-type situation, to perform all the necessary subsurface 
and documentary investigations necessary to become aware of the Robe 
River-type problems. In a seller's market, the developer's edge 
extends beyond pricing— it includes timing of the sale ("By the time 
you perform these inspections, I'll have 10 other buyers willing to 
close"), and buyer attitudes ("Look, buddy, you need this land. If 
you don't buy this lot, there is nothing else for you in Valdez.")

Especially in light of the series of "booms" which 
this state can expect in coming years, this type of legislation seems 
imperative. Obviously, as the administering agency, your approval 
and support is necessary. The motivation of Law and ADEC for this 
bill evolved from the Robe River experience, and similar problems ir. 
the Kenai Borough. Please give this matter some thought— I would 
appreciate the opportunity to talk this over with you at your 
convenience.

Finally, other amendments are being prepared by 
Commerce and Julius Brecht of our office on the Land Sales Act, 
relating to the exemption threshold. If you decide to go with the 
coverage amendments attached, consideration should be given to 
putting both bills together in one package. The Governon's office 
wants consolidation of legislation, but sometimes politics dictates 
otherwise, and the Governor's staff recognizes this

w / e n c l .

cc: Julius Brecht, Legal Assistant
Sandy Sagalkin, Asst. Attorney General
Ernst Mueller, Commissioner, Department of Environmental Conservation 
Randy Bayliss, Environmental Field Officer, ADEC, Valdez
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R.D. M o lt ,  D i r e c t o r  r » rp'~  r-r : • r-
Wage & Hour D i v i s i o n  ' ‘ M
Juneau date : March 1 1 , 1977

FROM: A .J .  R e e d ^ ^  SUBJECT:
S t a t e  E l e c t r i c a l  I n s p e c t o r

A f t e r  r e v ie w in g  th e  ab ove  s u b j e c t ,  I w ou ld  s u g g e s t  th e  f o l l o w i n g  
c h a n g e s ,  i f  in  o r d e r :

S e c .  0 8 .1 8 .0 2 6  -  E l e c t r i c a l  C o n t r a c t o r s  s u b .  p a ra g ra p h  ( c ) :

" I f  th e  r e l a t i o n s h i p  o f  t h e  o n ly  e l e c t r i c a l  a d m in i s t r a t o r  
w it h  a r e g i s t e r e d  e l e c t r i c a l  c o n t r a c t o r  i s  t e r m in a t e d ,  th e  
r e g i s t r a t i o n  i s  vQ id  30 d ays  a f t e r  th e  n e x t  r e g u l a r l y  s c h e d u le d  
e x a m in a t io n  u n le s s  the  e l e c t r i c a l  c o n t r a c t o r  has h i r e d  a 
l i c e n s e d  e l e c t r i c a l  a d m in i s t r a t o r  in  th e  i n t e r i m . "

».

I  i n t e r p e r t  t h i s  t o  mean t h a t ,  h y p o t h e l i c a l l y , a f i r m  c o u l d  lose ■ <  
their a d m in i s t r a t o r  s h o r t l y  a f t e r  the scheduled examination and v -  , . 
have until the next to procure another." If they wore toVIogo' him
in  May f o r  exam ple , they  would have th e  w hole  c o n s t r u c t i o n  
s e a s o n  u n t i l  November t o  p r o c u r e  a n o th e r  a d m i n i s t r a t o r .  U n less  the 
b oa rd  i s  g o in g  to  meet more o f t e n  than t w ic e  a y e a r  t h i s  would 
d e f e a t  th e  p u rp o s e  o f  th e  r e q u ir e m e n ts  o f  h a v in g  an a d m in i s t r a t o r .
I  th in k  t h i s  s h o u ld  be  t ig h t e n e d  up somewhat.

A ls o  t h e r e  i s  no p r o v i s i o n  f o r  s t o p p in g  a f i r m  w ith  an a d m in i s t r a t o r  
from  p i c k i n g  up c o n t r a c t o r s  who do  n o t  have on e  (w hich  we f i n d  
from  t im e  t o  t im e) and p u t t i n g  them on t h e i r  p a y r o l l .  The o n ly  
way I can  make t h i s  c l e a r e r  i s  t o  c a l l  i t  p e d d l in g  t h e i r  l i c e n s e  
o f  w h ich  we have s e v e r a l  d o in g  in  the  s t a t e  a t  t h i s  t im e .

A l s o  I have some in p u t  a b o u t  t h e i r  r e g u l a t i o n s .  T h ere  a r e  some 
ite m s  t h a t  w i l l  p u t  an e x t r a  burden  on th e  e n fo r c e m e n t .

I am s e n d in g  t h i s  t o  y o u ,  R u ss , s o  t h a t ,  in  c a s e  som eth in g  g o t  
by y o u ,  you  c o u ld  make y o u r  ch an ges  and a l s o  p erh a p s  s lo w  down th e  
p a s s a g e  o f  t h i s  b i l l  u n t i l  we have t im e t o  add some in p u t .

The Departm ent o f  Commerce c la im s  we w ere  a sk ed  t o  b e  a t  th e  
h e a r in g s ,  b u t  th e  o n ly  t h in g  I knew a b o u t  t h e  m e e t in g s  was rumor 
u n t i l  I  r e c e i v e d  a copy  o f  th e  b i l l .

I f e e l  t h i s  i s  im p o r ta n t  and w ould  a p p r e c i a t e  y o u r  p r o f e s s i o n a l  
o p i n i o n .



DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

Apr i l  11, 1977 
Edmund Orbeck, Commissioner /
Department of  Labor

H. P h i l l i p  H oc^d House B i l l  308
Commissioner

As I ment ioned to you, House B i l l  308, r e l a t i n g  to the l i c e n s i n g  o f  e l e c t r i c a l  
co n t ra c to rs ,  was in troduced by the Rules Committee by request o f  the State 
Board o f  E l e c t r i c a l  Examiners, an independent r egu la to ry  agency charged w i th  
deve lop ing standards f o r ,  and examining the q u a l i f i c a t i o n s ,  s k i l l  and a b i l i t y  
of e l e c t r i c a l  con tractors i n  t h i s  S tate .  The board i s  j u r i s d i c t i o n a l l y  as­
signed to the Department o f  Commerce and Economic Development fo r  a l l  admin­
i s t r a t i v e  and i n v e s t i g a t i v e ' s e r v i c e s .  Enforcement o f  the requ irement fo r  
l i c e n s u r e  i s  assigned to both the Department o f  Labor and t h i s  department.
In no o ther manner i s  j u r i s d i c t i o n  shared.

Four members o f  your s t a f f ,  three i d e n t i f i e d  as Russe l l  Mo l t ,  Tony Reed and 
E. Lee Lei and, a l l  o f  Wage and Hour, and one u n i d e n t i f i e d  woman were present 
fo r  the House Commerce Committee hear ing he ld  Ap r i l  7, 1977 a t  11 a.m. Only 
one, Tony Reed, t e s t i f i e d  tha t  day. His test imony was b a s i c a l l y  nega t ive  and 
i n  a l l  p r o b a b i l i t y  damaged the b i l l ' s  chances o f  passage.

In  a d d i t i o n  to nega t ive  comments concern ing the b i l l ,  Mr. Reed t e s t i f i e d  tha t  
he had never been g iven an oppor tun i ty  to rev iew or d iscuss i t s  p ro v is io n s  and 
had rece ived  no n o t i c e  o f  any hear ings ,  a lthough he had heard the board he ld  
some. A po in t  o f  f a c t ,  s t a f f  members o f  the D i v i s i o n  o f  Wage and Hour had been 
pe rsona l l y  contacted by members o f  the D i v i s i o n  o f  Occupat iona l L ic ens ing 's  
s t a f f  and adv ised of  the date ,  t ime and p lace  o f  a hear ing i n  Juneau.

That hear ing was attended by represen ta t i v es  from the Nat iona l E l e c t r i c a l  
Contractors' Asso c ia t io n ,  the I n t e rn a t i o n a l  Brotherhood o f  E l e c t r i c a l  Workers, 
l o c a l  con trac tors  and t h i s  department's s t a f f .  Representat ives from your s t a f f  
were consp icuous ly  absent a f t e r  Sharon Andrew had adv ised Messrs. Molt and 
Fenrow o f  the hear ing .  The p rov is ions  o f  the b i l l ,  as w e l l  as accompanying 
r e g u la t i o n s ,  were thorough ly  discussed and compromises reached i n  a l l  areas o f  
d isagreement .

A subs ta n t ia l  amount o f  t ime and work was devoted to f i n d i n g  reasonab le s o l u ­
t io n s  to some of  the e x i s t i n g  problems i n  r e g u la t i n g  t h i s  i n dus t ry  and I am 
p a r t i c u l a r l y  concerned tha t a member o f  your s t a f f  should appear and t e s t i f y  
before a major l e g i s l a t i v e  committee w i thou t  f i r s t  a d v i s i n g  the sponsoring 
agency o f  the substance of  h i s  test imony . Fu rthe r ,  t h i s  l e g i s l a t i o n  i s  out ­
s id e  the j u r i s d i c t i o n a l  r e s p o n s i b i l i t y  o f  the Department o f  Labor.
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E d ,  l e t ' s  d i s c u s s  t h i s  m a t t e r  t o  a s s u r e  t h a t  s u c h  d o e s  n o t  r e c u r .  A l s o ,  
i f  y o u r  d e p a r t m e n t  h a s  a  c o n t i n u i n g  i n t e r e s t  i n  t h i s  m a t t e r ,  I  w o u l d  a p p r e c i a t e  
h a v i n g  a n  a p p r o p r i a t e  p e r s o n  c o n t a c t  S h a r o n  A n d r e w .

R e g a r d s .

c c :  H o n o r a b l e  J o s e p h  M c K i n n o n
C h a i r m a n ,  H o u s e  C o m m e r c e  C o m m i t t e e




