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T h i s  is a  c o m p i l e d  list of legal documents that are m o s t  f r e q u e n t l y  filed 

o f  record: (No B o o k  & Page N u m b e r  is used)

D O C U M E N T S  F I L E D :

B U L K  S A L E  T R A N S F E R

C O P Y  O F  R E C O R D  O F  M E E T I N G  O F  

C E M E T A R Y  A S S O C I A T I O N

F I N A N C I N G  S T A T E M E N T S , S E C U R I T Y  

A G R E E M E N T S  - U . C . C .

A m e n d m e n t s  & C o n t i n u a t i o n s  

A S S I G N M E N T S  O F  F. S.

T E R M I N A T I O N  S T A T E M E N T S  & 

P A R T I A L  R E L E A S E S  - U.C.C.

A S  4 5 , 0 5 , 5 1 6  

A S  1 0 , 3 0 . 0 2 0

A S  4 5 . 0 5 . 7 6 8

A S  4 5 . 0 5 . 7 7 6  

A S  4 5 . 0 5 . 7 7 4

I N D E X  C O D E  

I N D E X  C O D E C M

B5

I N D E X  C O D E  -  FS.Y

I N D E X  C O D E  - - F S  

I N D E X  C O D E  - T S

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

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

A S  1 0 . 1 5 . 2 3 0  -  2 5 5 I N D E X  C O D L  -  F G

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

P L A T S

PI»AT W A I V E R S

C O N D O M I N I U M  S U R V E Y S

B O U N D A R Y  S U R V E Y S

L I M I T E D  P A R T N E R S H I P

M I S C E L L A N E O U S  L I E N S

L I E N  N O T I C E  O N  C H A T T E L S  

H O S P I T A L  & N U R S E S  L I E N  

V E R I F I E D  W A G E  L I E N

T A X  L I E N S  fi R E L E A S E S  

S T A T E  T A X  L I E N  

F E D E R A L  T A X  L I E N  

E M P L O Y M E N T  S E C U R I T Y  C O N T R I B U T I O N

A S  1 0 . 1 5 . 2 6 0

A S  4 0 , 1 5 . 0 1 0  

A S  2 9 . 3 3 . 1 7 0  

A S  3 4 . 0 7 . 0 3 0

A S  3 2 . 1 0 . 0 1 0

A S  3 4 . 3 5 . 1 7 5  

A S  3 4 . 3 5 . 4 5 0  

A S  3 4 . 3 5 . 4 4 0

I N D E X  C O D E  -  F S

1 9 0

4 8 0

A S  4 3 . 2 0 . 2 4 0  

A S  4 3 . 1 0 . 0 9 0  -  1 5 0  

A S  2 3 . 2 0 . 2 0 0

A S  3 4 . 1 0 . 0 4 0R E A L  P R O P E R T Y  O W N E R S H I P S

( R e p e a l e d  7 / 1 9 / 7 0  - O n l y  o n e s  s t a m p e d  b y  

t h e  D ept, o f  N a t u r a l  R e s o u r c e s  Filed)

L O G  B R A N D S  f A S  4 5 . 5 0 . 2 5 0

( A m e n d e d  - N o w  f i l e d  w i t h  t h e  Dept, o f  N a t u r a l  R e s o u r c e s ,  

F o r e s t  L a n d  & W a t e r  M a n a g e m e n t  " F o r e s t r y " ) .

I N D E X  C O D E  

I N D E X  C O D E  

I N D E X  C O D E  

I N D E X  C O D E

P L

P L

P L

P L

I N D E X  C O D E  -  P R

I N D E X  C O D E  - F L

I N D E X  C O D E  -  T L

I N D E X  C O D E  -  P O

I N D E X  C O D E  -  L B

Ta k e n f r o^ t h e Ha n u a l  of Pe c o r d i n f  
Pr o c e d u r e  fo r t h e Al a s k a La n d P.e c o r d i n f  
O f f i c e d a t e d  Ju l y L

Rev, 0 2  / 8 1 (29C)



TOTAL NUMBER OF DOCUMENTS FILED AND/OR RECORDED 
COMPARATIVE STATISTICAL REPORT

BY RECORDING DISTRICTS %

FOR CALENDAR YEARS Increase

(Decrease)
Over

DISTRICT 1975 1976 1977 1978 1979 1980 1981 1982 1983
Previous
Year

Since
1975

ANCHORAGE* 56669 62218 72702 77619 68812 61602 82011 86793 111651 29 97
Aleutian Is. 213 213 283 323 321 725 1006 815 1127 38 429
Bristol Bay 473 533 472 499 855 576 701 720 704 (2) 49
Cordova 741 733 793 820 718 810 1765 1276 900 (30) 22
Iliamna 99 148 296 261 155 151 268 540 348 (36) 252
Kuskokwim 131 141 199 287 659 1268 1697 743 789 6 502
Kvichak 187 188 176 250 301 • 271 285 374 418 12 124

TOTAL 58513 64174 74921 80059 71821 65403 87733 91261 115937 27 98

BETHEL 669 737 993 1427 972 905 1362 2155 2030 (6) 203

CHITINA**

(Glennallen) 1228 1206 1612 1418 1303

\

1582 1198 1287 1449 13 18

FAIRBANKS* 23916 25765 29458 31618 26184 28625 34847 32903 40294 23 69
Barr ow 351 2425 7607 3360 661 1251 2510 1071 1436 34 309
Ft. Gibbon 46 38 654 174 329 217 981 66 181 174 294
Kotzebue 2073 1618 854 1988 1S90 2149 3501 817 1228 50 (41)
Manley Hot Sp. 75 89 111 315 656 942 592 333 323 (3) 331
Mt. McKinley 141 205 268 452 362 748 1987 1160 1889 63 1240
Nenana 1751 1414 1198 1252 935 831 1163 941 1041 11 (41)
Nulato 60 408 309 194 553 1011 619 1273 1843 45 2972
Rampart 25 41 58 67 112 58 174 84 69 (18) 176

TOTAL 28438 32004 40517 39420 31782 35832 46374 3*648 48304 25 70

HOMER 2916 3578 5201 5628 5306 4634 5313 7236 36 148
Seldovia 245 232 285 609 433 498 321 479 49 96

TOTAL 2916 3823 5433 5913 5915 5067 5826 5634 7715 37 165



DISTRICT

% Increase/!Decrease) 
Previous Since

19/5 1976 1977 1978 1979 1980 1981 1982 1983 Year 1975

KENAI 7042 7959 11009 12364 11067 9367 10803 12020 17291 44 146

KETCHIKAN

Petersburg
Wrangell

4491
1209
523

5963
814
607

5886
1148
720

5495
2439
1484

5286
951
531

4448
1308
336

5681
1320
439

5306
1155
577

6985
1534

725

32
33 
26

56
27
3<

TOTAL 6223 7384 7754 9418 6768 6092 7440 7038 9244 31 49

JUNEAU*

Haines
Skagway

4772
448
288

6083
485
334

7460
496
345

9336
595
249

7801
497
225

8483
506
168

10638
650
211

10634
678
222

15184
1020

161

43
50
(28)

218
128
(4 4 ;

TOTAL 5508 6902 8301 10180 8523 9157 11499 11534 16365 42 197

KODIAK** 2149 2481 2653 2580 2693 2415 3116 3124 4126 32 118

NOME 1681 2768 2021 6978 3479 3514 3071 2343 2986 5 78

PALMER
Talkeetna

12034
2009

14573
3448

17678
2412

19189
2269

18180
3105

14409
4105

19186
3746

23410
3348

33708
3744

44
12

180
86

TOTAL 14043 18021 20090 21458 21285 18514 22932 26758 37452 40 167

SEWARD** 1378 1359 1690 1864 i; I 1430 2695 2491 3221 29 134

SITKA 1501 1896 2377 2956 2283 2221 2916 2505 2985 19 99

YALDEZ** 1633 1207 1363 1488 2104 1808 1731 1725 1795 4 10

Combined

Statistics 132922 151921 180734 197523 171726 163307 208696 2 05)02 3 270900 30 104

NOTES
*Copy Center These offices not only serve as the place of recording for the districts named but also serve as

copy centers for a designate number of smaller offices which do not have adequate copy, 

micr~ ”*phic and reproduction capabilities.

**Court
Offices

These wccording Offices are located within the Court facilities and are staffed by part-time or 

^ull-time court employees.



W  .  '
Chart Showing Structure and Physical Location of Alaska State
Recorder's Offices (1983). For Names of Geoqraphic^l Areas
Services by Each Office Refer to Statistical Chart Actached
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January 13, 1984 S T A T E  R E C O R D E R ' S  O F F I C E

T I T L E  A D M I N I S T R A T I O N  S, R E C O R D S

STATE RECORDER'S OFFICE: D I V I S I O N  O F  T E C H N I C A L  S E R V I C E S

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

PROGRAM MANAGER: Rose E. Farren_____________________________________________

MAJOR PROGRAM: The Recording program is a continuous one and provides

constructive notice for real and personal property 

transactions to the public, which requirement is basic 
to the American system of land transfer and financial 
responsibility.

MAJOR

RESPONSIBILITIES: In compliance with statutory requirements, maintain

in a timely and accurate manner, making same easily 
useable, properly indexed and readily available to the 
public and industry, a reliable set of public records
of all transfers of real and personal property interests,
financial responsibility connected therewith and related
documents so as to constitute constructive notice to 
all.

ACCOMPLISHMENTS

FY 84: Based on past statistics, we projected an increase in
workload of 13% statewide. This appears to no longer 
be a viable percentage, as the workload statewide has 
increased 25% in the first half of FY84 as compared 
to the first half of FY83'.' FY83 budget was $1 ,563,200.00, 
FY84 budget was $1,592,800.00. $76,000.00 of FY84 budget
was appropriated for establishing a new Recording Office 
in Kotzebue. Target date for opening this office is 
April 1, 1984.
One employee was added to the Palmer, Talkeetna Recording 
District office. With the additional employee, this 
office has brought the indexing (retrieval) system for 
all recorded or filed real and personal property documents 
for these two districts, to an acceptable level of one
(1) to two (2) days. However, if the workload continues 
to increase at the rate of 25%, two (2) additional
employees will be required to keep the Palmer, Talkeetna 
office at this level in FY84. Sitka Recording District 
is now staffed by a Department of Natural Resources 
employee rather than a Court System employee.

EMPHASIS

PLANNED FOR FY85: Develop and maintain new computer program, to reduce

data entry time, processing, system m. -ntenance, manhours 
and paper cost. Present program is obsolete and expensive 
to maintain.
Move Fairbanks Recorder's Office from Court System
building to larger, more adequate space.
Re-establish normal business hours to the public in 
Anchorage and Kenai offices. Limit the present 60 day 
delay in creating indexes for title search function 
for the Anchorage office to 30 days (acceptable time 
frame is 1 to 2 days). In various other district offices, 
this process is presently from 10 to 45 days behind.
Limit the present 276 days in returning original recorded 
documents in the Anchorage office to 120 days (acceptable 
time frame is 14 to 21 days).



H'i'ATS'TltlJUUUiJk'iJ IM 'M
T I T L E  A D M I N I S T R A T I O N  & R E C O R D S  

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

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

There are at least 13 statutes that the recording function 

operates under on a regular basis. Regulations have 
needed to be developed and imp’emented for many years.A 

fireproof vault for the Statewide Recording Records 
has also been needed for many years. If these records 
were damaged or destroyed, many would be irreplaceable 
and would create insoluable legal problems with respect 
to re-establishing accurate chain of title for the 
Anchorage and Iliamna Recording Districts.
The uncontrollable increase in workload makes it difficult 
to adequately fulfill recording responsibilities and 
maintain an acceptable level of service to the public 
without a corresponding increase in resouces. There 
has to be a proportional growth in the number of staff 
positions and improvements in automation capabilities 
to maintain the public services required by statute.

STATISTICS: There are 34 Recording Districts Statewide that are
processed through 14 recording offices, four of which
are maintained by part time Court System employees.
In FY84, four new positions were allocated for nine
(9) Department of Natural Resources Recording Offices
and one was added to bring the Sitka Recording District 
under the administration- of DNR (Sitka was previously
staffed by a Court employee). The establishment of 
a Kotzebue recording District Office, presently processed 
through the Fairbanks Recording Office, will Dring the 
total number of Recording Offices statewide to 15, staffed 
by 43 DNR employees and 4 part time Court System

employees.
From FY75 through FY83 there were no increases in staffing 
levels to accommodate for the growth in the real and
personal property transaction volume. In CY75 there
were 132,922 real and personal property transactions
processed through 14 recording offices, in CY83 there
were 271,370 real and personal property transactions
an increase of 51%. Until November 1983, these were 
processed by 38 DNR Recording Office employees and 5
part time Court System employees.

FUTURE PROGRAM 

f  NEEDS:



STATE RECORDER'S OFFICE 1/

r
V

FUNCTION BENEFITS

1, Record and/or f•1e a multitude of 

documents and plats 2/ placing 

them of record so as to constitute 

constructive notice.

Provides constructive notice to the 

public which requirement is basic to the 

American system of land transfer and 

financial responsibility.

Index and cross index and 

photograph or copy all documents 

and plats and maintain them in a 

manner so as to allow public 

viewing and use and for archival 

purposes.

?.. Allows the public, lending institutions 

and title companies to readily check 

chain of title, encumbrances and 

financial responsibility with limited or 

incomplete information to begin with and 

be self serving.

C

3. Supply copies of accuments to 

public, other state agencies and 

lesser units of government.

Furnish certified copies to the 

court and/or parties to litigation.

3. Allows for greater geographic

..distribution and use of record data 

without forcing public to travel great 

distances and/or request information in 

writing. Allows municipalities, boroughs 

and other taxing entities to maintain 

current tax roles. Certified copies are 

acceptable as evidence in a court of law.

4. File and provide searches of 

documents under the Uniform 

Commercial CoUl- system involving 

real and personal property.

4. Provides the business and financial 

community with iu;ormaton that allows 

them to identify financial responsibility 

necessary in the conduct of day to day 

business.

]J Presently organized with section status within the Division of Technical 

Services, Department of Natural Resources. Network consists of thirty four 
(34) recording oistricts serviced through fourteen (14) different offices. For 
a brief history and organization of the Alaska Recorder's Office see attached 
information pampnlet.

2/ For list of documents see appropriate pages in pamphlet attached.

- 1 5 -



STATE OF ALASKA 
OFFICE OF THE GOVERNOR

BILL ANALYSIS
D epartm ent

Natural Resources

Sponsor (P rinc ipa l;

Legislative Council

B ill Num ber

SB-245 & HB-342

D epartm pnt Position

Recommend enactment if proposed changes in this bill analysis incorporated.

Dato

12722/84
C om m issioner'* S ignature □  ate

G O V E R N O R ’S O F F IC E  USE
Comm ents:

□  Position N oted
Bv □ate

S U M M A R Y
1. a) Related B ills  (S im ila r o r C o n flic tin g

None known

1. b) O ther Agcnclos A ffo c ta d  b y  B ill j

DOT/PF and local government |

2. a) O rganizationa l S upport fo r B ill

It is assumed title, mortgage and 
banking industry support bill.

2. b) O rganizationa l O p p os ition  to  B ill

None known

3. Program  E ffects  o f B ill

Will- gather together and clarify provisions on recording that are now scattered throughout, 

the Alaska Statutes and will lay a suitable framework for future use of technological 

advances in a centralized recording system. When fully implemented and automated wili allow 

for a more cost effective operation of the Recorder's Office.

4. F in a l Im pact: □  N o n . Q  F in a l N o ia  A ttachod

5. Am endm ents Proposed:

See detail of bill analysis attached.

C. Com m ents:

See detail of bill analysis attached.

01 *0091 Rev. 10/31)



SB 245 and HB 342 Bill Analysis

General Comments:

1. As stated in the memo from the Code Revision Commission, dated 
February 22, 1983 and Journal Supplement #10, dated April 8, 1983, the 
general purpose of the bill is to gather together and clarify provisions 
in recording that are scattered throughout the Alaska Statutes, and lays a 
suitable framework for future use of technological advances in a 
centralized recording system. It also establishes two classes of 
documents, Class A for constructive notice recording and Class B for other 
documents to be placed of record for st:'’"'keeping.

2. Sections 1-19 deal with plats and maps •^rence to "filing" and
"recording" them. The most common dist-5 ’tween the two words or
processes with reference to the recordt is that a "filed"
document becomes the property of the St<. ' s not returned to the 
original owner. A "recorded" document du. . oecome the property of the 
State and is returned to the owner. In both instances they are "placed of 
record" and microfilm copies are available. In the case of plats the 
original is kept as it is often needed to determine detail not 
ascertainable on the microfilm copy. Originally they were kept because a 
plat could not be hand copied into the record book as other types of 
written documents could be and were. The manner in which they are 

assigned a retrieval number is different. A recorded document is civen a 
book and page number, i.e., Book 90 Page 225. A filed document such as a 
plat is given the next sequential number in the series preceded by the 
last two digits of the year in which filed, i.e. 84-26.

It should be noted that probably because of an inconsistent use of the words 
"file" and "record" in statutory language other documents have been 

’ historically filed and not returned to the owner. Among them are some liens, 
some lien releases, limited partnership agreements, etc. Like plats, they are 
numbered within their own series and kept as property of the State. Though 
not originally done to facilitate retrieval, the system has benefited the 

retrieval process and is accepted by the industry.

After the consideration of the impacts of Sections 1-19 upon the State 
Recorder's Office it is the consensus of opinion that there are no objections 
to Section 1-19 so long as it is clear that filed plats become the property of 

the State and the legislative history reflects the basic difference between a 
filed and recorded document. As the new system is implemented all other 
documents now processed as "filed" and kept will be processed as "recorded" 
and returned to the owner as provided for in this bill.

Chapter 17 Section by Section Comments

Sec. 40.17.010. Acceptable, no comment.

Sec. 40.17.020(a). Acceptable, no comment.

February 22, 1984



Sec. 40.17.020(b). We have some concern because what we like to think of as 
two separate subjects are covered here and we believe a third should be 
added. The three subjects are 1) accepting a certified copy of a conveyance 
document recorded or filed in another state, 2) accepting a certified copy of 
a conveyance document filed or recorded with the United States Bureau of Land 
Management and 3) the proposed addition, accepting a certified copy of certain 
conveyance documents originating with and of record with the Department of 

Natural Resources.

1) Comment. This is a desirable feature even to using the broad term 

"conveyance" as defined in the bill.

2) Comment. This is a desirable feature but should be separated from above 

with more restrictive language than the word "conveyance". It should be 
limiteu to Patents, Quitclaim Daeds, Warranty Deeds, Certificates of 
Allotment, Clearlists, Tentative Approvals and Interim Conveyances. An 
affidavit should accompany the certified copy for recording with it 
srcting forth the facts as to why the original is not available for 
recording. The Recorder's Office now reluctantly accepts certified copies 
of these documents without an affidavit under the weak authority of an 
informal opinion in letter form issued by a former legal assistant for the 

Alaska Court System.

3) Comment. The Department of Natural Resource's system for maintaining 

copies and records of conveyances under its land disposal program is much 
the same as that of the Bureau of Land Management's. There is 
occasionally a bonafide reason why an individual no longer has in his/her 
possession the original conveyance document it having been lost or 
destroyed prior to recording. The Recorder's Office does not now accept 
certified copies of conveyance documents issued by the Department of 
Natural Resources. As with conveyances issued by the BLM this provision 
should use more restrictive language than the word conveyance and be 
limited to Patents, Warranty Deeds, Quitclaim Deeds and Deeds of Title.

It is suggested that sub-section (b) be amended as follows and sub-section 

(c) and (d) be added.

(b) A certified copy of a conveyance that is eligible for recording 
as a class A document under A.S. 40.17.030 and 40.17.110 and that has been 
recorded or filed in a public recorder's office in another state may be 
recorded only as a class A document, and only in the records of a 
recording district where land affected by the conveyance is located. When 
so recorded, it has the same effect from the time it is recorded as though 
it were the original land conveyance.

(c) A certified copy of a conveyance restricted to a Patent, 
Quitclaim Deed, Warranty Deed, Certificate of Allotment, Clearlist, 
Tentative Approval and Interim Conveyance accompanied by an affidavit 

stating that the original was not recorded and setting forth the fact as 

to why the original is not available for recording originally issued by 
the Bureau of Land Management that is eligible for recording as a class A 

document under AS 40.17.030 and 40.17.110 and that has been recorded, 
filed or true copies maintained in offices of the Bureau of Land 
Management may be recorded only as a class A document, and only in the 
records of a recording where land affected by the conveyance is located.



When so recorded, it has the same effect from the time it is recorded as 

though it were the original conveyance. (Note: Though concerned
generally with the proposal to accept any copies, the State Recorder 

agrees to this proposed amendment so long as it is restricted to named 
documents and accompanied by an affidavit as proposed.)

(d) A certified copy of a conveyance restricted to a Patent,
Warranty Deed, Deed of Title and Quitclaim Deed accompanied by an 

affidavit stating that the original was not recorded and setting forth the 
facts as to why the original is not available for recording originally 

issued by the Department of Natural Resources that is eligible for 
recording as a class A document under AS 40.17.030 and 40.17.110 and that 
has been recorded, filed or true copies maintained in offices of the 
Department of Natural Resources may be recorded only as a class A 
document, and only in the records of a recording district where land 
affected by the conveyance is located. When so recorded, it has the same 
effect from the time it is recorded as though it were the original 
conveyance. (Note: The State Recorder has the same concerns here as
noted under (c) above.)

Sec. 40.17.030(a)(b). As it now reads the document shall be accompanied by or 
include the mailing addresses of all persons named in the document who grant 
or acquire an interest.... The addresses of persons who grant are not 

necessary but the addresses of persons who acquire are necessary as lesser 
units of government use this information to post and keep tax roles and other 
records current.

We suggest the two words "grant or" on line 1 page 11 be deleted.

Sec. 40.17.030(c). For clarification purposes we suggest the word "only" on 
line 9 be deleted and the following added to the sentence after the last word 
l,iw, "or by regulation to comply with accepted legal practice."

All other sub-sections acceptable and no comment.

Sec. 40.17.040. Acceptable, no comment.

Sec. 40.17.050. Acceptable, no comment.

Sec. 40.17.060. Acceptable, no comment.

Sec. 40.17.070(d). We have concern with the words "...and a citation of the 
statute requiring rejection." on lines 3 and 4 page 13. These words place a 
higher degree of adjudicative responsibility upon the District Recorder's than 
they now have, however we feel that the process can be adequately covered in 
regulations.

All other sub-sections acceptable and no comment.

Sec. 40.17.080. Acceptable, no comment.

Sec. 40.17.090. Acceptable, no comment.

Sec. 40.17.100. Acceptable, no comment.



Sec. 40.17.110(10). We have two concerns with (10). There is no definition 
of "conformed copy" and one or perhaps two are required. See comments under 

Sec. 40.17.140.

We assume (10) relates to existing Sec. 34.15.340(b) and if it does, it is not 
definitive enough in that it does not name the documents as named in 
Sec. 34.15.340(6). They are, lease, contract or option to purchase real 
property. We object to the fact that (10) as now written includes all 
documents and feel it should be restricted as Sec. 34.15.340(6) is. Further, 
wherever used the word "conformed" should be replaced with the word "true".
The use of the word confromed in (10) is not consistant with the common 

definition of the word as it relates to the Recorder's Office. See proposed 
definition under 40.17.140.

All other sub-sections acceptable and no comment.

Sec. 40.17.120. Acceptable, no comment.

Sec. 40.17.130. Acceptable, no comment.

Sec. 40.17.1‘/0(7) to be compatible with the definition of "file", which we 
will propose be added, the following words should be added to the definition 
of "record." "After recording a recorded document is returned to the owner or 
other perscn so designated."

We suggest the addition of the following definitions to be appropriately 
arranged in numerical sequence.

(11) "conformed copy" means a true copy of a document upon which the recorder
places recording information, usually done at the time the original document
is presented for recording or filing. A copy made of a previously recorded
document would not need to be conformed as it already contains to the
recording information.

(12) "file" means the acceptance of a document for recording otherwise meeting 
statutory requirements when the document will become the property of the
State, such as a plat and is not returned

Sec. 40.19.010. Acceptable, no comment.

Sec. 40.19.020. Acceptable, no comment.

Sec. 40.19.030. Acceptable, no comment.

Sec. 40.19.040. Acceptable, no comment.

Sec. 40.19.050. Acceptable, no comment.

Sec. 34.15.015. Acceptable, no comment.

Sec. 34.10.041. Acceptable, no comment.

Sec. 43.10.042. Acceptable, no comment.



Sec. 44.37.025. Acceptable, however we agree with the Revisior of Statutes 
that it should be placed in Title 40.

Sec. 25 of proposed bill. Acceptable, no commment.

Sec. 26 of proposed bill. Acceptable, no comment.

Sec. 27 of proposed bill. For reasons explained in fiscal note the effective

date of the Act should be January 1, 1986.



MEMORANDUM State of Alaska
TO:

FROM:

d a te :  March 16, 1984

FILE NO:

TELEPHONE NO:

SUBJECT:

SB-245 & HB-342 - 
Recordation of Certified 

Copies of State Title 
Conveyances

HB-245 and HB-342 have been reviewed and we certainly agree that the 
Department must, through some mechanism provide the periodic recording 

of State Title Conveyances, when the original document has been lost or 

destroyed.

The mechanism should be extremely strict and only permitted when there 
are no other alternatives. Sucn an action should require the signature 

of a Director.

One might argue that an individual requesting such an action be 
required to proceed through Action to Quiet Title , but in many 

situations it is a subsequent "title" holder that initiates such a 
request. If we permit recordation of certified copies of title 
conveyances, but only under very strict guidelines, we may prevent 
legislation that could quite possibly jeopardize the entire recording 
system.

Bud May
Deputy Director

Division of Technical Services

Edward G. Barber, Jr. Ĉ *s 
Head, Contract Administration

02001A(Rov 10'79|
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

'Revision Date: 2/15/84

FISCAL DETAIL

Agency Affected: Dept, of Natural Resources
Program Category Affected: Management and

_____________________________  Administration___________ ______________
Sponsor: Legislative Council______  BRU, Program or Subprogram(s) Affectea:

Requestor- code Revision Committee Information/Records Management__________
Date of Request:. .4/8/83_____________ Recorders Office________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 84 FY 85 FY 86 FY 87 FY 88 FV 69

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<400 SUPPLIES 

500 EQUIPMENT 

600 U N O  i STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

-0- -0- 26.0 27.3 28.6 30.1
-0- -0- 5.0 3.0 3.0 3.0
-0- 150.0 25.0 -0- -0- -0-
-0- -0- 8.0 8.0 8.0 8.0
-0- -u- 5.0 -0- -C- -0-
-0- -0- -0- -0- -0- -0-

-0- -0- -0- -0- -0- -0-
-0- -0- -0- -0- -0- -0-

TOTAL OPERATING -0- 150.0 69.0 38.3 39.6 41.1

REQUEST SB 245
Bill/Resolution No.: HB 342

Tit1e:Recordinq Bill________

CAPITAL

£ REVENUE 1

FUNDING: (Thousands of Do1 ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

-0- 150.0 69.0 38.3 39.6 41.1

.  . ..

POSITIONS:
FULL-TIME -0- -0- 1 1 ....1 T
PART-TIME

TEMPORARY

SOURCl ■ : ~'INDS TO OFFSET FISCAL IMPACT OF BILL:

Based on 5000 class B documents (2?i of total documents now being recorded) 
being recorded during first year of operation at already established fees 
$50.0 additional income would be genurated which would certainly increase 

in future years as public becomeSaware of program.

ANALYSIS: Attach a separate page for analysis

Prepared By: Warner T. May tf'.firf' Phone: 786-2296_____

Division:___ Technical Services (7 Date: 2/15/84______

Approved by Commissione :________  Date:
Agency:__________________ '_______________________

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



SB 245 and HB 342, FISCAL ANALYSIS

Assumptions

1. As stated in the memo from the Code Revision Commission, dated 
February 22, 1983 and Journal Supplement #10, dated April 8, 1983, the 
general purpose of the bill is to gather and clarify provisions on 
recording that are scattered throughout the Alaska Statutes, and lays a 
suitable framework for future use of technological advances in a 
centralized recording system. It also establishes two classes of 
documents, Class A for constructive notice recording and Class B for other 

documents for safekeeping.

2. Based on a feasibility report, the current recording system, which is 
computerized in a batch mode system, does not allow f *■ anticipated growth 
in the workload. The current computerized recording stem is in 
desperate need of having its program rewritten to corr t current problems.

3. A new computer program, whether written for the current recording system 
or the new recording system, would be approximately the same cost and 
..ould provide cost savings to the State by reducing data entry, 
processing, systems maintenance, manhour and paper costs.

4. A new system must have a centrally located data base with on-line access 
from the three copy centers in Anchorage, Fairbanks, and Juneau.

5. In the forseeable future, the outlying offices will net have this
capability due to their remote locations and will continue with the 
current manual procedures to send the manually written data to one of the
three copy centers for entry into the system.

6. The three copy centers will have in-house printers for hard-copy printout, 
which is required daily. This will eliminate the manual system presently 
used which, based on manhours, is quite time consuming and costly. These 
hard-copy printouts are needed and used by title companies, lending 
institutions, numerous agencies and the public for up-to-date filing and 

recording information.

7. All assumptions are based on the passage of the bill in FY 84 with an
effective date one-and-a-half years after passage of the bill on 
January 1st. If the bill was passed in FY 84, the effective date of the 

bill will be January 1, 1986. This would allow funding for implementation 
to be spread over three fiscal years. Additionally, it would allow timely 
and quality implementation of the new recording system. Mandated and 
proper design of separate computer programs for Class A and Class B 

documents, writing of comprehensive regulations and procedural manuals 
followed by training of all personnel and users is time consuming.



8. A revised schedule of fees for the department now being considered will 
generate additional income of 5600.0 per year for the Recorder's Office. 
This does not include fees for Class B documents as none are now 
recorded. Assuming that 5000 Class B documents, which is only 2% of the 
total documents now recorded, will be recorded in the first year of 
operation an additional 550.0 in fees would be generated. As the public 
becomes familiar with the program, the number of documents recorded will 

most certainly increase resulting in additional fee income. Over the 
years the increase in existing fees and fees for Class B documents will 
offset initial costs of the system.

9. All information presently available in the existing system also must be
made available in the new system and data conversion costs as distinct
from design costs must be separately considered.

Relationship to FY 85 Budget Presentations and Further Assumptions

1. The Recorder's Office workload has increased approximately 13% per year 
and is seriously backlogged in most offices. The Governor's FY 85 budget 
submission requests an increase in operating funds of 5494.0 with seven 
reclassed and three new positions statewide. Not included in this figure
i•> a 550.0 one-time cost for writing of comprehensive regulations. On the 
capital side, with a department priority ranking of 8 out of 21, 5350.0 
has been requested for study, design, update and expansion of existing or 

a new computer system whichever is. cost effective. Data conversion 
dolla-s are not included. In addition, another capital project with a 
department ranking of 15 out of 21 provides for skeleton network terminals.

2. Analysis of SB 245 and HB 342 in relationship to FY 85 budget submissions,
which appear to be reasonable for approval, indicate there are several 
areas where the bills will additionally impact the department.

A. One Time Costs:

a) Computer program for 5 50.0
Class B documents

b) Data conversion, regulation 127.0
and procedural manual writing, 
training, reproduction,
advertising and associated 
travel costs

c) Equipment costs 5.0

Total 5 132.0
(5150.0 FY 85 - 532.0 FY 86)

B. Continuing Costs Starting FY 86:
a) One permanent full-time position 5 26.0 

to handle Class B document
recording

b) Miscellaneous additional 8.0

supplies
c) Travel costs 3.0

Total 5 37.0
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PROJECT NUMBER: PROJECT TITLE: LOCATION: PROJECT MANAGER: PHONE:

5 Recorder s Office Statewide Rose Farren 205-4333

FY B3 FY 04
FIi  85 Bl'P'TT YEAR

ACTUAL AUTHORIZED
SERVICE LEVEL 1 SERVICE LEVEL 2 SERVICE ..EVEL 3 SERVICE LEVEL A COVERNOR

01 PERSONAL SERVICES I .151.5 1 .358.0 1.358.6 1.383.5 1 ,437.7 i ,857.7 i/,q-s.o
02 TRAVEL 3.3 9.1 9.1 9.1 9 . 1 1 2 . 2 T a . a .
03 CONTRACTUAL 371 .3 145.0 145 «) 1 5 7 . 5 ! Tin 3 3 M 5 . 0
Oil SUPPLIES 37.1 47.5 47.5 47.5 48.0 60.0 6 0 .0  tj
05 EQUIPMENT 0 2 0 . 0 2 0 . 0 2 0 . 0 13.1 72.0
06 LANDS/BUILDINGS

07 GRANTS, CLAIMS

1 OB MISCELLANEOUS

? TOTAL 1.563.2 1.580.2 1.580.2 1.605.1 1.660.4 2312.2 Q c i w . a
1002 FEDERAL RECEIPTS

1004 GENERAL FUNDS 1.563.2 1.580.2 1.580.2 1.605.1 1.C5P.4 2312.2 aolq.2_
OTHER FUNDS

15 FULL-TIME 37 42 42 42 45 59 5 3  *:
16 PART-TIME/SEASONAL 1 1 I 1
17 NONPF.RMANENT :

PROJECT NEED, DESCRIPTION, AND J''°LANATION OF MAJOR DIFFERENCES BETWEEN SERVICE LEVELS:

Recorders Office:
The Recording Section ha? the statutory responsibility of receiving & recording or filing for the public all 
documents pertaining to rt^1 and/or personal property transactions. Copies of these documents & indexes 
thereto must be maintained permanently. These records provide constructive notice to the public which 
requirement is basic to the American system of land transfer & financial responsibility. They allow the 
public, lending institutions & title companies to readily check chain of title, encumbrances & financial 
responsibility with initially limited or incomplete information. These records provide the business & 
financial community with information that allows them to identify financial responsibility necessary to 
conduct day to day business.

*
AGENCY

Department of Natural Resources

P-2 PROJECT
Project Number f> DETAIL

1
Management & Administration

PROGRAM
Information/Records Mgmt.

BRU Poflo /  of Q
Tillo

Reco rder 's O f f i c e Information/Records Mgmt.
COMPONENT

Rovisod Dale

FY85
r o ) i f } 8



S L  1 W i l l  a l l o w  f or 6 7 %  o f  th e  f u n c t i o n s  r e q u i r e d  b y  s t a t u t e  to  b e  c o m p l e t e d  a n d  d i s c o n t i n u e  s e r v i c e s  p r o v i d e d  b u t

n ot r e q u i r e d  b y  s t a t u t e  to the p u b l i c .  L i m i t  b u s i n e s s  h o u r s  to  t he p u b l i c  to f ive h o u r s .  L i m i t  the r e t u r n  of  

d o c u m e n t s  to 1 36 d a y s ,  l i m i t  the i n d e x i n g  p r o c e s s  f or t i t l e  s e a r c h  f u n c t i o n  u s e d  to e s t a b l i s h  m a r k e t a b l e  r e c o r d  

t i t l e  to o n e  m o n t h .

SI. 2 Wil l  a l l o w  f o r  6 7 %  o f  the f u n c t i o n s  r e q u i r e d  b y  s t a t u t e  to b e  c o m p l e t e d  a n d  d i s c o n t i n u e  s e r v i c e s  p r o v i d e d  b u t

n o t  r e q u i r e d  b y  s t a t u t e  to  the p u b l i c .  L i m i t  b u s i n e s s  h o u r s  to  th e  p u b l i c  t o  f ive h o u r s .  L i m i t  the r e t u r n  o f  

d o c u m e n t s  to 1 3 6  d a ys, l i m i t  the i n d e x i n g  p r o c e s s  f or t i t l e  s e a r c h  f u n c t i o n  u s e d  t o  e s t a b l i s h  m a r k e t a b l e  r e c o r d  

t i t l e  to o n e  m o n t h .

SI. 3 W i l l  a l l o w  f or 72% o f  the f u n c t i o n s  r e q u i r e d  b y  s t a t u t e  to b e  c o m p l e t e d  a nd c o n t i n u e  to n o t  p r o v i d e  s e r v i c e s  to

t he p u b l i c  t h a t  a re n e e d e d  b it n o t  r e q u i r e d  b y  s t a t u t e .  L i m i t  b u s i n e s s  h o u r s  to t h e  p u b l i c  to f i v e  hour s .

L i m i t  r e t u r n  o f  d o c u m e n t s  to the p u b l i c  :o f o u r  m o n t h s ,  l i m i t  t h e  i n d e x i n g  p r o c e s s  for t i t l e  s e a r c h  f u n c t i o n  

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

SI, 4 W i l l  a l l o w  f or t he r e c o r d i n g  f u n c t i o n  to r e t u r n  to  an  a c c e p t a b l e  l e v e l  o f  p r o f i c i e n c y  a n d  p r o v i d e  the c i t i z e n s

o f  A l a s k a  w i t h  the q u a l i t y  of s e r v i c e  t h e y  p a y  f o r  b u t  p r e s e n t l y  d o  n e t  r e c e i v e .  T h i s  a l l o w s  for a d d i t i o n a l

o f f i c e  spac e ,  a n d  the c r e a t i o n  o f  D N R  r e c o r d i n g  o f f i c e s  o u t  o f  t h e  f our c o u r t  o f f i c e s .  (All s e r v i c e s  r e q u i r e d  

by statut.. anrt t h o s e  not r e q u i r e d  b y  s t a t u t e  a re s t a t e d  in t h e  s t a t e w i d e  D i s t r i c t  R e c o r d e r ' s  o f f i c e  f u n c t i o n s  

s t a t e m e n t ) . A d v e r s e  p u b l i c  r e a c t i o n  to  t h e  d i s c o n t i n u a n c e  o f  s e r v i c e s  p r o v i d e d  tha t  a re not r e q u i r e d  by  

s t a t u t e  is d o c u m e n t e d .  W i l l  e s t a b l i s h  1 R e c o r d e r s  O f f i c e  in V a l d e z  w i t h  2 n e w  p o s i t i o n s  & 2 m i c r o f i l m

e q u i p m e n t  o p e r a t o r s  p o s i t i o n s ,  1 f or F a i r b a n k s  c o p y  C e n t e r ,  1 for J u n e a u  C o p y  C e n t e r .  E s t a b l i s h  D N R  R e c o r d e r ' s  

O f f i c e  in K o d i a k  w i t h  1 n e w  f u l l - t i m e  p o s i t i o n  & h time n e w  p o s i t i o n .  E s t a b l i s h  2 n e w  r e c o r d i n g  p o s i t i o n s  for 

K e n a i  o f f i c e  to h a n d l e  S e w a r d  R e c o r d i n g  D i s t r i c t  f u n c t i o n  a n d  the i n c r e a s e d  w o r k l o a d  in K e n a i .  E s t a b l i s h  s e v e n  

n e w  r e c o r d i n g  c l e r k  p o s i t i o n s  in t he A n c h o r a g e  o f f i c e  to r e - e s t a b l i s h  n o r m a l  b u s i n e s s  h o u r s  a n d  r e t u r n  the 

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

c o m p a r a b l e  to SI. 4 & c o u l d  be s e l f  s u p p o r t i n g  if p l a c e d  o n  p r o g r a m  r e c eipts. W i l l  a l l o w  t h e  K e n a i  n F a i r b a n k s  

R e c o r d e r s  O f f i c e  to m o v e  f r o m  A l a s k a  C o u r t  S y s t e m  B u i l d i n g s  & p r o v i d e  a d d i ' i o n a l  r e q u i r e d  o f f i c e  s p a c e  o f  800 

s q u a r e  fee t  for K e n a i  & 3 , 0 0 0  to 3 , 5 0 0  for F a i r b a n k s  O f f i c e .

ADDITIONAL
EXPLANATION
FORM
Recorder's Of! ice*3

AGENCY Department of Natural Resources

CATEGORY Hananeinent.. Admini strati on  

PROGRAM Inf q I'm  tin n/ Rmiril sJfjmk_____
TITLE j o i fQaua.Lloii/RenoriiS-Mgiut I

Pngo 2 o* 8 
Revised Dnto
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STATEWIDE DISTRICT RECORDERS OFFICE FUNCTION:

a a n a M g r r a B M m M n

Services Required by Statute: (At current budget level of $1,500,000 80‘/» of required statute work will be
completed by eliminating all non-statute as identified below):

1. Record and/or file a multitude of documents, placing them of record so as to constitute constructive 
notice.

2. Index and cross index and photograph or copy all documents and maintain them in manner so as to allow 
public viewing and use and for archival purposes.

3. Supply copies of documents tc public, other state agencies and lessor units of government. Furnish 
certified copies to the court and/or parties to litigation. (See attached draft memo dated 7/26/83).

4. File and provide searches of documents under the Uniform Commercial Code System involving real and 
personal property.

5. Prepare monthly reports and furnish copies of Non-Resident Alien Conveyances, Mining documents, Armed 
Forces report of separation and Change of Ownership documents.

6 . Original recorded/filed documents are reviewed, compared to the computer indexes and returned to 
requestor.
(Quality Control Function).
Benefit: This ensures that all information is accurate and complete before original documents are

returned to the requesting party(s).

SERVICES PROVIDED BUT NOT REQUIRED BY STATUTE:

1. Provide copies of all recorded documents, indexes and cross indexes to ten (10) court offices located
throughout the state. (See attached Aniak letter dated 6/29/83. - No fee charged - 5% of total 
workload).

P-2
ADDITIONAL 
EXPLANATION 
F O R M  j

R e c o rd e r 's  Of f i c e

AGENCY Department of Natural Resources 

P R O G R A M  Management & Administration 

BRU Information/Records Mgmt.

COMPONENT Infonnat ion/Records Mgmt.

Page 3  
Revised Daio
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FY85
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Benefit: This allows for greater geographic distribution and use of record data without forcing public to 
travel great distances and/or request information in writing. It allows municipalities, 
boroughs and other taxing entities to maintain current tax roles.

2. Compile copies of the hand written reception and location indexes for private companies who publish 
financial reports. (Fee charged - 3% of total workload.

Benefit: This information is used by lending institutions, attorneys, builders and numerous other 
businesses nationwide.

3. Prepare location indexes which describes the real property associated with a particular document. No fee 
charged - ]2% of total workload.
Benefit: These indexes provide the information necessary to obtain name(s) of the owner(s) of record, if 

only the real property description is known to the interested party(s) searching the records.
f

4. Assist and instruct the public in gathering information from the public records. No fee charged - 5% of 
total workload.
Benef it: The general public is less knowledgeable in searching these records than those in the title

industry. They must be instructed in the method of retrieving the information required by them.

Listed below are priority projects required to provide a more concise and uniform recording system statewide.

1. Establish ten new positions to handle the forecasted 140,000 documents, at full funding which will 
include their essential equipment (chair, desk, etc.) and an additional 2 , 0 0 0  square feet of office 
space. The office space to be contiguous to the existing 5,000 square feet. $480K Yearly.

2. Develop and Implement regulations for the present recording function and to enact new legislation.
Statutes are not specific in nature and are confusing to both the constituents and the recording 
section. $50K One-Time Cost.

3. Plade the recording function on program receipts and allocate additional funds from the general fund to 
accommodate the free services provided by this section to other state agencies. $150K Yearly.

L nnrnnajnsntmrrixran*
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4. Create DNR Recorder offices out of the four Court offices, combine offices to decrease the number of one 
person offices to provide better services to the public. J240K Yearly.

5. Establish three (3) regional Assistant State Recorders positions, reducing cost for administrative 

travel, better management of remote offices and provide a concise and uniform system. $100K Yearly.
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MEMORANDUM
t o : Esther Wunnicke, Commissioner 

Department of Natural Resources

FROW:: Jim Leonard, M a n a g e ^ ^ ^ c ^ ^

State of Alaska
o a t e :  October 28, 1983

FILE NO:

TELEPHONE NO: 274-3528

cc
o

o

Anchorage Office of Management and Budget
s u b j e c t :  Management Review of State 

Recorder's Office

Attached are the Executive Summary and Final Report on our review concern­
ing the operation of the State of Alaska Recorder's Office. The review 
was conducted by Jim Leonard and Phil Weber. Questions should be directed 
to either myself or Phil at 27473528.

Attachments

cc: Bob Arnold, Department of Natural Resources
Jim Barnett, Department of Natural Resources 
Jim Anderson, Department of Natural Resources 
Frank Wheeler, Office of Management and Budget 
Lennie Boston, Office of the Governor 

^Sana Efird, Office of Management and Budget 
Glen Price, Legislative Audit

OFFICE OF

budge t  re v iew



EXECUTIVE SUMMARY

A Management Analysis of the Operation 

of the State of Alaska O
O

Recorder's Office

Purpose and Scope

From August 29, through September 9, 1983, the Office of Management and Budget 
conducted a review of the State of Alaska Recorder’s Office. The purpose of 
the review was to:

1. Improve the operational effectiveness of the Recorder's Office.

2. Identify what steps are needed to reduce an excessive workload back7

Background

The recording function is a primary activity of government. The Recorder's 
Office provides a secure place to accurately record real property documents 
to insure the security and certainty of title.

The Recorder's Office charges recording fees which are returned to the 
General Fund. In recent years, these receipts have been more than opera7
tional costs. However, the Recorder's Office does not have access to these
excess receipts as a means to improving operations.

Between 1979 and 1983, the Recorder's Office document processing volume has 
grown by 24 percent; however, there has not been any proportional growth in 
the number of staff positions or improvements in automation capabilities. 
The current automated system cannot be supported.

Findings

1. Workload bottlenecks 7

We found two steps in the processing of recorded documents wnich create 
substantial workload backlog. Both are labor intensive steps:

Indexing 77 this process involves transferring information and preparing 
it ror computer data entry. In various district offices, this process 
was from 20 to 60 days behind.

Validation 77 This process includes comparing computer reports to source 
documents to insure accuracy. This process was up to five months behind 
at one office. Because original source documents must be kept for

log.



validation, the public often must forfeit documents for up to five months 
or have duplicate copies made. " .

2 . ' ‘sponsiveness 7

The Recorder's Office workload is controlled externally by the public 
demand for recording; however, the ability to manage the workload is 
controlled internally as a function of.the State's operating budget and 
the authorized staffing levels.

The Office has little, if any, flexibility to respond quickly to the 
volume of .ransactions received from the public. Unless action is soon 
taken to jdd staff for the backlog described above, the backlog will 
continue to grow.

3. Storage 7

The Recorder's Office archives storage area is not fire proof. If the 
Anchorage public records were destroyed, there is a high probability that 
the archives would also be destroyed. This would create insoluable legal 
problems with respect to ^establishing accurate chain of title for the 
Anchorage Recording District.

Conclusions

1. Within the current budget and staffing level constraints, all practical 
steps have been taken to increase the efficiency of indexing and valida­
tion.

2. If the State Recorder's Office could use more of the funds generated by 
recording public documents, the Office could more easily staff for 
increased levels of activity. The inability to provide an adequate level 
of service costs the public about $9 million per year. Under this 
concept, increased recording fees may be necessary if it is desired that 
the Recorder's Office'contribute a fixed amount of surplus funds to the 
General Fund.

3. The lack of a fire proof storage area for archival documents presents an 
unnecessary risk which could have a devastating effect upon the contin­
uity ana’ security of future land title recording activities.

Recommendations

1. Increase the number of full time permanent employees to handle the pro­
jected increase in transaction volumes. The estimated cost is $226,000 
per year.

2. Hire part time, temporary employees to reduce the current indexing and 
validation backlog. The one time estimated cost is $4,200 to $13,500.



( I 3. Automate the indexing portion of the document processing workload by 
V  using optical scanning equipment or a computer system capable of online

data entry or both. The estimated one time cost is 5350,000 plus annual 
maintenance.

4. Use program receipts to fund the suggested automation and staff in­
creases. This would enable the Recorder's Office to better meet the 
service level demands imposed by the public.

5. Identify two fire proof locations for archive storage. One would serve 
as the primary storage for Archives. The second location would serve as 
a backup in the event the first archival site was destroyed.

96ICOO
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MANAGEMENT ANALYSIS OF THE OPERATION OF THE

STATE OF ALASKA RECORDER'S OFFICE

O
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At the request of the Department of Natural Resources, Division of Technical 
Services, the Office of Management and Budget conducted a management review 
of the State Recorder's Office from August 29 through September 9", 1983.

The purpose of the review was to determine what actions are needed to improve 
overall operations of the office and to’reduce the workload backlog, dating 
up to five months. The methodology used to conduct the review involved:

a. reviewing Alaska Statutes regarding Recorder's Office duties;

b. reviewing history and functions;

c. observing operations in the offices at Anchorage, Kenai and Palmer;

d. interviewing title companies and Recorder's Office employees.

BACKGROUND

The Recorder's Office has been affiliated with many State, entities. First
with the Alaska Court System until transfer to the Department of Administra­
tion in January 1 V 7 . It next came under the control of the Department of 
Commerce and Economic Development in July, 1979. In July, 1980 it was 
finally transferred to the Department of Natural Resources.

The transfers have likely contributed to inadequate support, funding or man; 
agement attention. These factors could be the causes of the operational 
problems which currently exist.

In the four year period from 1979 to 1983, there was a 24 percent increase in 
the number of documents processed by the Recorder's Office. Although the 
budget for the office increased, there were no increases in staffing levels 
to account for the growth in transaction volume. The past inadequate 
staffing has contributed to the backlog, the untimely processing of source 
documents wnich belong to the public, and to additional costs for those who 
a»*e financing land purchases and sales.

There are three areas which require immediate attention.

WORKLOAD BACKLOG

We identified two steps in the document processing cycle which create back­
logs. Both of these steps are very labor intensive.

The indexing prrjess occurs prior to coinput?/ - jta entry, microfilming and 

report preparation. This involves transfer", ing information from source docu­
ments to dat^ entry forms. This mam1?1 transfer of "index information" re-

Indexina



quires about two minutes per document; however, because of the volume of C 7 
documents received which require indexing, it may take two staff days to -H 
index one day's volume of documents. This eonditicn occurred during our r“' 
review on September 1, when 550 documents were received. CO

O

Because of processing activities which occur before indexing, the past 
inadequate staff levels, and the high volume of documents received, a three 
week processing delay now exists. For example, on September 1, 1983 the 
Anchorage office was indexing documents received August 10. At the Kenai 
office, the documents being indexed that day included those received during 
July.

This delay impacts the availability of current reference materials for the 
pubiic. For example, title companies refer to unvalidated reports to 
determine if there are liens on property. As a result, the accuracy of their 
assessments is in doubt.

Validation

Validation is necessary to ii. ure that reports available to the public are 
accurate. The process involves the comparison of the source document to the 
computer report. Because the public needs current information, unvalidated 
reports are placed in the library for public use. On September 1 , 1983 the 
most current report in the Anchorage office was ri.-.ted August 9. In Kenai, the 
last validated report was December 16, 1982.

Original source documents cannot be returned until validation is accomplished. 
During our review, original documents dating back to April 12, 1983 were not 
yet mailed.

RESPONSIVENESS

The Recorder's Office has no control over the workload it must handle. The 
workload is controlled externally by public demand for the recording of 
documents. In contrast, the ability to handle the workload is controlled 
internally by operating budget and staffing constraints.

Because of the conflict between internal constraints and external demands, 
the Recorder's Office cannot quickly react to increased public requirements.
As a result, backlogs occur causing degraded service to the public.

The time needed to conduct title searches has increased from 1 to 10 days. 
This delay creat ,s a financial burden to the general public through increased 
interest charges on every transfer of real estate involving security interest. 
Based on the nL.nDer of mortgages being processed in Anchorage, the increased 
time needed to conduct title searches costs the public about S9 million per 
year. (See Attachment 1)

ARCHIVE STORAGE IS NOT FIRE PROOF

The Anrhorage Recorder's Office maintains the State archives which are kept 
in a room that is not fire proof. The archives provide the only source of 
information in the event the public records are lost or destroyed. If the



district records in Fairbanks were destroyed, the archives in Anchorage would -H 
be used to replace them. However, if the archives and public records in 
Anchorage were destroyed, there would be no means to replace the Anchorage O  
records and they would be lost forever. ” c*.

The archive storage room is also used to store- original documents until the 
computer reports are validated and the originals returned to the public. A 
fire in the archives room could also destroy these very valuable documents.

CONCLUSIONS

7 7AII possible management efforts have been taken to increase the efficiency 
of processing documents. These efforts include:

7 The dual qualification of personnel to snsure that personnel are fully 
utilized;

7 reducing the amount of handling of the documents;

7 borrowing personnel from, other Department of Natural Resource activi7 
ties and other state agencies on a short7term basis.

7 7The Recorder's Office cannot quickly respond to increased public demands 
for service. The ability to provide an increased level of service to the 
public is constrained by the operating budget and staff levels. Failure to 
provide increased service to the public creates a backlog of documents 
waiting to be processed. This causes public records to be out:of7datt which 
increases the time required for title searches. Costs to the public, in 
Anchorage alone, are about $9 million per year.

-7The lack of a fire proof archive storage area is an unwarranted risk. The 
loss of archival documents would create untenable legal problems concerning 
certainty and continuity of title.

*
RECOMMENDATIONS 

Increased Permanent Statf

The Department of Natural Resources shou1d increase the staffing levels in 
the State Recorder's Office. This increase should include the addition of 
permanent full time employees to handle projected increases in the workload. 
Tne following are our estimates of permanent position requirements.

7 Anchorage 7 5.0

7 Kenai 7 1.5

7 Palmer 7 1.5

It is estimated tha: personnp’, equipment and space rental costs would be 
about $226,000 per year.



The total number of new full time positions which are required might be
reduced through the consolidation of remote Recorder's Offices which DNR
considers not cost efficient. A workload analysis of these offices might 
lead to the transfer of positions to those recording districts where new
positions are needed.

Temporary Staff

Temporary part time employees should be hired to work on eliminating the cur­
rent backlog. These employeei could be obtained from temporary employment 
agencies, students or handicapped personnel. It is estimated this would cost 
from $4,200 to $13,500.

Automation

The Department of Natural Resources should automate the document recording
process as much as possible. Considerations, at a minimum, should include:

7 The use of an optical scanner for indexing and validation activities;

7 The use of an 0 0 7 ! ine date entry system; or

7 A combination cf optical scanner and on7 line capabilities.

The advantages of automation are:

7 An optical scanner would reduce the time required to enter indexing 
information by 6O7 7O percent.

7 0 n7line data entry would be much faster than manually transcribing 
indexing information.

7 0 n7 line entry could automatically compute fees, record book and page 
data and enter serial number, date and time information.

7 Both an optical scanner and on7 line system could be tied directly to a 
computer for data entry purposes. The capabilities of these systems 
would eliminate much of the manual data entry requirements and improve 
accuracy.

Development of an automated system should be accomplished using a structured
methodology. Department of Natural Resources studies estimates that automa­
tion would cost $350,000.

Administration and Use of Program Receipts

Consider establishing a board of directors to manage the State Recorder's 
Office. The board could represent a cross section of the state ind private 
function; to which services are provided. This board could approve or 
disapprove all actions relating to the operation of the Recorder's Office. 
Administrative control should remain under the Department of Nature1 Re­
sources.



The State Recorder's Office should be provided with the capability to use 
program receipts for staffing and automation requirements. This would allow 
the office to more quickly react to public demand for increased service levels 
without the constraints of the normal budget and staff acquisition processes. 
In FY 1983, the Recorder's office program receipts were SI.2 million more 
than the operating budget. This surplus could fund the costs for all 
previous recommendations. If it is desired lo have a fixed amount of surplus 
receipts deposited to the general fund, then consideration should be given to 
increasing recording fees.

Archive Storage

The Department of Natural Resources should take immediate action to obtain a 
fire proof area for the storage of archive documents. In addition, a second 
fire proof archive repository should be obtained to store second copies of 
archival documents. This second repository should be located so that any
catastrophic event which might destroy one facility would not destroy the 
second.

(
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ATTACHMENT 1

The estimate of the financial impact to the general public is based upon 
the delay in processing recorded documents. A real estate purchase is not 
considered officially closed until it has been recorded. At the closing 
meeting, all documents are signed and then forwarded for recording. Any 

delay in recording will mean the seller will not receive the purchase nrice 
money until the transaction has been officially closed. During the d..lay, 
the seller has lost the interest which could be earned if the purchase price 
money had been received and invested on the day of the closing meeting.

Mortgages in the Anchorage area are estimated to number at . jast 30,000 per 
year. The mortgages average about 5100,000 each. At a 12 percent interest 
rate the daily interest lost is about 51,000,000. A nit^day delay would 
mean about 59,000,000 lost.

30,000 mortgages x 5100,000 per mortgage = 53,000,000,000.

53.000.000.000 x 12%/360 days = 51,000,000 per day.

51.000.000 per day x 9 day recording delay = 59,000,000.
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St r a c h a n , K e l l y  8 Pa t t e r s o n
J O H N  R .  S T R A C H A N  
P A U L  D .  K E L L Y  
J O H N  B .  P A T T E R S O N

M a r c h  30, 1984

Q B O  H S T R E E T  
S U I T E  201 

A N C H O R A G E ,  A L A S K A  9 9 5 0 1  
(9 0 7 ) 2 7 9 - 2 3 2 2  
( 9 0 7 )  3 3 8 - 6 7 7 7

H o n o r a b l e  J o h n  J. C o w d e r y
H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e
P o u c h  V
J u n e a u ,  A l a s k a  9981 1

Re: R e p o r t  of  the T a s k  F o r c e  o f  the B u s i n e s s  L a w
S e c t i o n  o f  the A l a s k a  Bar A s s o c i a t i o n  r e g a r d i n g  
HB  343 and SB 246, C o r p o r a t e  C o d e  R e v i s i o n .

De a r  R e p r e s e n t a t i v e  C o w d e r y :

E n c l o s e d  p l e a s e  find the r e p o r t  of the T a s k  G r o u p  of the B u s i n e s s  
L a w  S e c t i o n  o f  the A l a s k a  Bar A s s o c i a t i o n .  T h e  r e p o r t  is the 
r e s u l t  of  s i g n i f i c a n t  e f f o r t s  b y  m e m b e r s  o f  the task g r o u p  w h o  
t o o k  t i m e  out of  t h e i r  b u s y  p r a c t i c e s  to s e r v e  w i t h o u t  c o m p e n s a­
tion in p r o v i d i n g  t h e i r  e x p e r t i s e  on a s u b j e c t  o f  g r e a t  i m p o r t­
anc e  to the A l a s k a  b u s i n e s s  c o m m u n i t y .  E a c h  m e m b e r  on the task 
g r o u p  has s i g n i f i c a n t  e x p e r i e n c e  as a b u s i n e s s  l a w  practi o n e r .

A d m i t t e d l y ,  the a c c o m p a n y i n g  ir^oort is a b r i e f  r e v i e w  o f  a 
l e n g t h y  p i e c e  of l e g i s l a t i o n .  The d r a f t e r s  h a v e  a t t e m p t e d  to 
h i g h l i g h t  c e r t a i n  a r e a s  of c o n c e r n  and hope that this r e p o r t  w i l l  
a id the l e g i s l a t u r e .  L i s t e d  b e l o w  a r e  the m e m b e r s  w h o  p a r t i c i­
pated  in the task g r o u p  and t h eir a d d r e s s e s  and phone n u m b e r s .  
P l e a s e  f e e l  f r e e  to c o n t a c t  t h e  g r o u p  if w e  c a n  b e  o f  a n y  f u r t h e r  
a s s i s t a n c e .

V e r y  t r u l y  yours,

B u s i n e s s  L a w  S e c t i o n
o f  the A l a s k a  Bar A s s o c i a t i o n

PDK/pj
e n c l o s u r e
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R e p r e s e n t a t i v e  John J
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R a y  G a r d n e r  and 
J o h n  N o r m a n

S t a n  R e i t m a n

R i c h a r d  R o s s t o n

. C o w d e r y

H a r t i g  R h o d e s  N o r m a n  
M a h o n e y  & E d w a r d s  
717 K S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
( 907) 2 7 4 - 3 5 7 6

D e l a n e y  W i l e s  H a y e s  R e i t m a n  
& B r u b a k e r  
1007 W. T h i r d  A v e n u e  
A n c h o r a g e ,  A l a s k a  99501 
(907) 279 - 3 5 8 1

Ely, G u e s s  & Rudd 
510 L S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 6-5121
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D a v i d  B e n d e l l

R i c h a r d  B l o c k

J u l i u s  B r e c h t

B r i a n  B r u n d i n

M a r k  C o p e l a n d

Ken E g g e r s

B r u c e  F r e n z e l

M e m b e r s  of the T a s k  F o r c e

B e n d e l l ,  B e n d e l l ,  S i m o n  
& P l a t t
4 7 9 6  B u s i n e s s  P a r k  Blvd. 
S u i t e  4
A n c h o r a g e ,  A l a s k a  9 9503 
(907) 5 6 2 - 3 3 4 3

A l a s k a  N a t i o n a l  I n s u r a n c e  
7001 J e w e l  L a k e  Road 
A n c h o r a g e ,  A l a s k a  9 9502 
(907) 2 4 8 - 2 6 4 2

Hol l a n d ,  T r e f r y  & B r e c h t  
3003 M i n n e s o t a  D r i v e  
A n c h o r a g e ,  A l a s k a  99503 
(907) 272-4471

Hu g hes, T h o r s n e s s  G a n t z  
P o w e l l  & B r u n d i n  
509 W. T h i r d  A v e n u e  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 4 - 7 5 2 2

C o p e l a n d ,  L a n d y e  B e n n e t t  
& W o l f e  
420 L S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 6 - 5 1 5 2

Groh, E g g e r s  & P r i c e  
550 W. 7th A v e n u e  
A n c h o r a g e ,  A l a s k a  99501 
(907) 2 7 2 - 6 4 7 4

A R C O  L a w  D e p a r t m e n t  
711 W. 8th A v e n u e  
A n c h o r a g e ,  Alaskr, 99501 
(907) 2 6 5 - 6 1 0 2



ALASKA BAR ASSOCIATION
P.O. BOX 279, ANCHORAGE, ALASKA 99510, (907) 272-7469

BUSINESS LAW 
SECTION

M a r c h  30, 19 8 4

H o n o r a b l e  J o h n  J. C o w d e r y
H o u s e  L a b o r  and C o m m e r c e  C o m m i t t e e
P o u c h  V
J u n e a u ,  A l a s k a  99811

Re: R e p o r t  of the T a s k  F o r c e  o f  the B u s i n e s s  L a w
S e c t i o n  of the A l a s k a  B a r  A s s o c i a t i o n  r e g a r d i n g  
HB 343 and SB 246, C o r p o r a t e  C o d e  R e v i s i o n .

D e a r  Sir:

E n c l o s e d  is a r e v i e w  b y  t h e  T a s k  F o r c e  o f  t h e  B u s i n e s s  Lav; 
S e c t i o n  o f  the A l a s k a  Bar A s s o c i a t i o n  o f  S e n a t e  Bill 246 and 
H o u s e  Bill 343, the C o r p o r a t e  C o d e  Revision.

Th e  R e v i e w  r e p r e s e n t s  a t i m e - l i m i t e d  s t u d y  o f  the b i l l s  and w a s  
p e r f o r m e d  for the l i m i t e d  p u r p o s e  of b r i n g i n g  to y o u r  a t t e n t i o n  
s o m e  o f  the p o s s i b l e  legal and e c o n o m i c  c o n s e q u e n c e s  to the 
b u s i n e s s  c o m m u n i t y  and the A l a s k a  p u b l i c  that c o u l d  a r i s e  if the 
bi l l  w e r e  a d o p t e d  in its p r e s e n t  form. W e  u r g e  you, then to 
c o n s i d e r  this o n l y  as s u c h  and not an e x h a u s t i v e  s e c t i o n  by 
s e c t i o n  a n a l y s i s  of p r o p o s e d  a m e n d m e n t s  or a s c h o l a r l y  attem, 
o p p o s i t i o n  or r e b u t t a l  to the w o r k  p r o d u c t  of the C o d e  R e v i s i  
C o m m i s s i o n .

In o u r  d e l i b e r a t i o n s ,  w e  net, b o t h  in s u b c o m m i t t e e s  and 
as a w h o l e  T a s k  F o r c e  w i t h  J o h n  A b b o t t ,  C h a i r m a n  o:': t h e  C o d e  
R e v i s i o n  C o m m i s s i o n .  At s o m e  of t h o s e  m e e t i n g s ,  J e r r y  Kurtz, 
a n o t h e r  m e m b e r  of the C o m m i s s i o n ,  w a s  a l s o  present. At these 
m e e t i n g s  t h e r e  w a s  c a n d i d  e x c h a n g e s  of  v i e w s  on the bills. In 
a d d i t i o n ,  w e  w e r e  a d v i s e d  that P r o f e s s o r  Dan F e s s l e r  was a v a i l­
a b l e  to m e e t  w i t h  us, a l t h o u g h  a t  a d a t e  t o o  late* to a s s i s t  us 
w i t h  this r e p o r t  g i v e n  the t i m e  c o n s t r a i n t s  put on o u r  w o r k  by 
y o u r  C o m m i t t e e s .

I n d i v i d u a l  s e c t i o n s  of the b i l l s  are c o m m e n t e d  u p o n  in 
the a t t a c h e d  r e v i e w ,  but c o n s i d e r i n g  the bills as a whole, w e  
w o u l d  m a k e  the f o l l o w i n g  o b s e r v a t i o n s :



M a r c h  30 , 1984
H o n o r a b l e  J o h n  J .  C o w d e r y
P a g e  Two

1. A n y  m a j o r  r e v i s i o n  of  a c o m p r e h e n s i v e  b o d y  of  law, 
s u c h  as the C o r p o r a t e  C o d e  s h o u l d  i n c l u d e  as o n e  of  its 
o b j e c t i v e s ,  m a k i n g  the p r a c t i c e  of l a w  and b u s i n e s s  o p e r a t i o n s  
u n d e r  the Co d e  e a s i e r  and m o r e  explicit.

W e  b e l i e v e  t h e  p r o p o s e d  b i l l  g o e s  a l o n g  w a y  to m a k e  the 
l a w  m o r e  e x p l i c i t  than o u r  c u r r e n t  C o d e  in m a n y  a s pects, but not 
n e c e s s a r i l y  e a s i e r  u n d e r  w h i c h  to p r a c t i c e  or c o n d u c t  business. 
F o r  a n  A l a s k a n  p r a c t i o n e r ,  f a r  m o r e  w o r k  n e e d s  to b e  d o n e  in 
c a r e f u l l y  d r a f t i n g  A r t i c l e s ,  B y - l a w s  and o t h e r  d o c u m e n t s  than is 
c u r r e n t l y  the case. W h i l e  it m a y  be the i n t e n t  to e n c o u r a g e  the 
p r e v e n t i v e  p r a c t i c e  o f  l a w  and r e d u c e  r e m e d i a l  l i t i g a t i o n ,  in the 
v a s t  m a j o r i t y  o f  c a s e s ,  w e  t h i n k  it w i l l  m e r e l y  r a i s e  t h e  c o s t  o f  
g o i n g  into b u s i n e s s  in the c o r p o r a t e  form.

For the o u t - o f - s t a t e  p r a c t i o n e r ,  the p r o b l e m  is c o m­
pounded, b e c a u s e  as m o r e  s t a t e s  a d o p t  the r e v i s e d  M o d e l  Act, 
Alaska's u n i q u e  d e p a r t u r e s  w i l l  r e q u i r e  s p e c i a l  t i m e  and s t u d y  to 
a s s u r e  c o m p l i a n c e .

2. T h e  Bills c o n t a i n  v e r y  m a t e r i a l  d e p a r t u r e s  f r o m  
c u r r e n t  l a w  in s u b s t a n t i v e  rig h t s  and l i a b i l i t i e s  a m o n g  c o r p o r a t e  
m a n a g e m e n t ,  s h a r e h o l d e r s ,  c r e ditors, s e c o n d a r y  a c q u i r e r s  of 
s h a r e s  and third p a r t i e s  d o i n g  b u s i n e s s  w i t h  A l a s k a n  and even 
f o r e i g n  c o r p o r a t i o n s  in Alaska.

W e  h a v e  two c o n c e r n s  a b o u t  these d e p a r t u r e s .  First, 
s o m e  s u b s t a n t i v e  changes, su c h  as the p r o p o s e d  l i m i t a t i o n s  on 
d i s t r i b u t i o n s  and the p r o p o s e d  d i r e c t  l i a b i l i t y  of  O f f i c e r s  and 
D i r e c t o r s  to c r e d i t o r s  are s i g n i f i c a n t  b a r r i e r s  to s t i m u l a t i o n  o f  
c o m m e r c i a l  a c t i v i t y  in t h e  s t a t e  a n d  o u g h t  n o t  to b e  a d o p t e d  as 
this state's p u b l i c  policy. Second, w e  b e l i e v e  that p a s s i n g  a 
l a w  this s e s s i o n  w i t h  a J u l y  1, 1984, e f f e c t i v e  d a t e  that c o n­
tains s u c h  s i g n i f i c a n t  c h a n g e s  w i l l  p r o v e  to be an u n w a r r a n t e d  
s h o c k  on the p r a c t i c i n g  bar, the a f f e c t e d  b u s i n e s s  c o m m u n i t y  and 
the public.

3. M a n y  p r o v i s i o n s  o f  the c u r r e n t  A l a s k a  C o r p o r a t i o n s  
C o d e  m e r i t  a t t e n t i o n  and a n y  t h o r o u g h  r e v i s i o n  o f  the Co d e  s h o u l d  
a n a l y z e  these s p e c i a l  p r o v i s i o n s  to test t h e i r  c u r r e n t  value.
M a n y  o f  t h ese p r o v i s i o n s ,  su c h  as r e g i s t r a t i o n  of c o n t r o l l i n g  
o u t - o f - s t a t e  s h a r e h o l d e r s  and d i s c l o s u r e  of a l i e n  o w n e r s h i p ,  are 
ripe for e l i m i n a t i o n .



W e  f o u n d  n u m e r o u s  o c c a s i o n s  in the b i l l s  and the 
a c c o m p a n y i n g  c o m m e n t s  w h e r e  these p r o v i s i o n s  w e r e  r e s t a t e d  in 
the r e v i s i o n  w i t h o u t  e x p l a n a t i o n s  to t h e i r  c o n t i n u i n g  value,.

4. In M a r c h ,  1983, a f i n a l  e x p o s u r e  d r a f t  of  the r e­
v i s e d  M o d e l  B u s i n e s s  C o r p o r a t i o n  A c t  d r a f t e d  a f t e r  m u c h  c a r e f u l  
study, u n d e r  the a u s p i c e s  of  the A m e r i c a n  Bar A s s o c i a t i o n  w a s  
released. T h e  r e v i s e d  M o d e l  A c t  is the p r o d u c t  of  top l egal and 
b u s i n e s s  p r o f e s s i o n a l s  f r o m  a c r o s s  the nation.

W e  r e c o g n i z e  that P r o f e s s o r  F e s s l e r  has d r a w n  liberally, 
in his p r o p o s a l s  to the C o d e  R e v i s i o n  C o m m i s s i o n  v e r s i o n ,  fr o m  
the M o d e l  B u s i n e s s  C o r p o r a t i o n  A c t  b e f o r e  its 1983 revision. 
S u b m i t t e d  h e r e w i t h  for y o u r  r e f e r e n c e  is a c o p y  of  the M a r c h  1983 
M o d e l  A c t  draft. T h e  f i nal v e r s i o n  is d u e  to be p u b l i s h e d  in the 
s u m m e r  o f  1984, w i t h  m i n o r  changes.

S o m e  m e m b e r s  of the T a s k  F o r c e  h a v e  r e v i e w e d  the r e v i s e d  
M o d e l  A c t  and the a c c o m p a n y i n g  c o m m e n t a r y  had the b e n e f i t  o f  
n a t i o n w i d e  c o n s i d e r a t i o n  by p r a c t i o n e r s  and a c a d e m i c i a n s  and, to 
the e x t e n t  a d o p t e d  in o t h e r  states, w i l l  e n h a n c e  i n t e r s t a t e  
c o r p o r a t e  c o m m e r c e .  In o u r  o p i n i o n  if a c o m p r e h e n s i v e  r e v i s i o n  
is d e e m e d  n e c e s s a r y ,  the r e v i s e d  M o d e l  A c t  is the a p p r o p r i a t e  
v e h i c l e  for A l a s k a  to utilize.

F u r t h e r m o r e ,  w e  u r g e  c o n s i d e r a t i o n  of the M o d e l  A c t  b e c a u s e  its 
a d o p t i o n  in m a n y  s t a t e s  w i l l  p r o v i d e  a b o d y  o f  d e c i s i o n a l  l a w  
u p o n  w h i c h  A l a s k a n s  m a y  d r a w  for g u i d a n c e  in i n t e r p r e t i n g  the 
Act, s o m e t h i n g  a v e r y  u n i q u e  Act w o u l d  not h a v e  ava i l a b l e .  In 
addit i o n ,  an e x t e n s i v e  l e gal c o m m e n t a r y  a c c o m p a n i e s  the M o d e l  
Act a i d i n g  the r e a d e r  in a c l e a r  u n d e r s t a n d i n g  of  the provis i o n s .  
F i n a l l y ,  as is t h e  c a s e  w i t h  the o l d  M o d e l  A c t ,  t h e  d r a f t i n e n  of 
the r e v i s e d  M o d e l  Act w i l l  p r o v i d e  m o d e l  b y l a w s  and o f f i c i a l  
c o r p o r a t e  f o r m s  to a s s i s t  the public. T h i s  s h o u l d  s i g n i f i c a n t l y  
r e d u c e  legal costs.

We hope that this r a t h e r  h u r r i e d  r e v i e w  is u s e f u l  to 
your c o m m i t t e e s  in yo u r  o w n  d e l i b e r a t i o n s  on the bills.

It is o u r  v i e w  that t h e r e  are n u m e r o u s  q u e s t i o n s  a b o u t  
s p e c i f i c  p r o v i s i o n s  in the that the C o m m i t t e e s  s h o u l d  r e q u i r e  
m o r e  study.

March 30, 1984
Honorable Joh n J. Cowdery
Page Three



M a r c h  30, 1984
H o n o rable  John J. Cowdery
Page Four

S i n c e  the HB 343 c a r r i e s  su c h  i m p o r t a n t  c o n s e q u e n c e s  
a n d  t h e r e  h a s  b e e n  n o  s h o w i n g  o f  u r g e n c y  to c h a n g e  t h e  l a w ,  
n o t h i n g  is lost by d e f e r r i n g  a c t i o n  on a n e w  c o m p r e h e n s i v e  code 
for A l a s k a  u n t i l  n e x t  session. By so doing, the l e g i s l a t u r e  
c o u l d  a c c o m p l i s h  the f o l l o w i n g :

a. g i v e  the L e g i s l a t u r e ,  C o d e  R e v i s i o n  C o m m i s s i o n ,  
and the p u b l i c  a m e a n i n g f u l  o p p o r t u n i t y  to f u l l y  
c o n s i d e r  the r e v i s e d  M o d e l  Act;

b. g i v e  all s e c t o r s  of the b u s i n e s s  c o m m u n i t y  
an o p p o r t u n i t y  to c o n s i d e r  and p r r j o s e  s p e c i f i c  
a m e n d m e n t s ;

c. e x p l a i n  to the n o n - l a w y e r  b u s i n e s s  c o m m u n i t y  
the L e g i s l a t u r e ' s  i n t e r e s t  in r e v i s i n g  the Co d e  
and s e e k  an e x p r e s s i o n  o f  s u p p o r t  or c o n c e r n  fr o m  
a f f e c t e d  e c o n o m i c  sectors.

T h e  T a s k  F o r c e  is w i l l i n g  to c o n t i n u e  w o r k i n g  w i t h  y o u r  
C o m m i t t e e s  and w i t h  the C o d e  R e v i s i o n  C o m m i s s i o n  t o w a r d s  a bill 
that is the b e s t  p o s s i b l e  s t a t u t e  for A l a s k a n s .

Y o u r s  c o r d i a l l y ,

T a s k  G r o u p  Cnairrr.an

KB/p;
e n c l o s u r e s



Fe b r u a r y  8, 1984

To: J o h n

From: K e n

RE: H B  3 4 3 — R E L A T I N G  T O  T H E  R E V I S I O N  O F  T H E  C O R P O R A T I O N S  

C O D E

C O M M E N T S :

T h i s  b i l l  of c o u r s e  h a s  b e e n  in the w o r k s  for s e v e r a l  y e ars 

a n d  w a s  f i r s t  i n t r o d u c e d  in to the l e g i s l a t i v e  p r o c e s s  by 

the c o d e  r e v i s i o n  c o m m i s s i o n  in 1982. T h e  b i l l  w o u l d  

r e v i s e  the s t a t e s  s t a t u t e s  r e g u l a t i n g  c o r p o r a t i o n s ;  r e p l a c­

ing s t a t u t e s  d r a f t e d  in the 1950's.

T o d a y  in the c o m m i t t e e  m e e t i n g  the plan, as w e  t a l k e d  a b o u t  

it, is to go o v e r  the a m e n d m e n t s  m a d e  by the c o d e  r e v i s i o n  

c o m m i s s i o n  a n d  the Dept, of C o m m e r c e .  T h e s e  a m e n d m e n t s  are 

r a t h e r  m i n o r  in the o v e r a l l  s c o p e  of the bill.

D i c k  R e g a n  of the c o m m i s s i o n  w i l l  be h e r e  to a n s w e r  

q u e s t i o n s ,  S e n a t o r  R o d e y  w i l l  a l s o  a n s w e r  q u e s t i o n s  arid



d i s c u s s  the S e n a t e ' s  a c t i o n  o n  the b i ll. Prof. F e s l e r  has 

c l a s s  u n t i l  9am. W e  h o p e  to h o o k  u p  w i t h  h i m  at a b o u t  9:15 

v i a  the t e l e p h o n e .

Q U E S T I O N S :

C O N C E R N I N G  T H E  L I A B I L I T Y  O F  D I R E C T O R S

1. C a n  r e v i e w  this s e c t i o n  a n d  s h e d  s o m e  l i g h t  to the 

c o m m i t t e e  on  the l i a b i l i t y  of  d i r e c t o r s  ?

2. H o w  do e s  the s e c t i o n  c o v e r i n g  the l i a b i l i t y  o f  d i r e c­

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

ity q u e s t i o n  ?
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H o n .  J o h n  J. C o w d e r y  
A l a s k a  H o u s e  of  R e p r e s e n t a t i v e s  
P o u c h  "V" - M a i l  S t o p  3100 
J u n e a u ,  A K  9 9 8 1 1

Re: H o u s e  B i l l  343
_______An  A c t  R e v i s i n g  the A l a s k a  C o r p o r a t i o n s  C o d e

D e a r  R e p r e s e n t a t i v e  C o w d e r y :

W e  a r e  w r i t i n g  to p r o v i d e  y o u  w i t h  a s u m m a r y  o f  o u r  c o m m e n t s  
r e g a r d i n g  H.B. 343, w h i c h  is an A c t  r e v i s i n g  the A l a s k a  
C o r p o r a t i o n s  C ode. W e  a r e  i m p r e s s e d  w i t h  t h e  t h o r o u g h n e s s  a n d  
t h o u g h t f u l n e s s  of t h e  p r o p o s e d  r e v i s i o n s .  A l t h o u g h  l e n g t h y  a n d  
c o m p l e x ,  t h e s e  r e v i s i o n s  w i l l  a d d  a g r e a t  d e a l  o f  c e r t a i n t y  to 
t h e  l a w  o f  c o r p o r a t i o n s  in t h e  S t a t e  of A l a s k a .  T h e  p r e s e n t  s t a­
t u t e  is n o t  as d e t a i l e d  as t h e  p r o p o s e d  r e v i s i o n s .  A l a s k a  c o u r t s  
h a v e  n o t  r e s o l v e d  m a n y  o f  the l e g a l  i s s u e s  w h i c h  c o n f r o n t  c o r­
p o r a t i o n s  .

T h e  o f f i c i a l  c o m m e n t s  a c c o m p a n y i n g  th i s  p r o p o s e d  r e v i s i o n  a n d  
s t a t e m e n t s  m a d e  a t  p u b l i c  h e a r i n g s  p r o p e r l y  s u m m a r i z e  the m a j o r  
f e a t u r e s  o f  t h e s e  r e v i s i o n s .  F o r  t h e  m o s t  part, w e  a r e  in 
a g r e e m e n t  w i t h  t h o s e  c o m m e n t s .  H o w e v e r ,  as n o t e d  h e r e i n ,  the 
p r o v i s i o n s  r e l a t i n g  to l i a b i l i t i e s  o f  o f f i c e r s ,  d i r e c t o r s ,  a n d  
s h a r e h o l d e r s ;  the p r o v i s i o n s  r e l a t i n g  to d e r i v a t i v e  s u i t s ;  a n d  
t h e  p r o v i s i o n s  r e l a t i n g  to d i s s o l u t i o n  d e s e r v e  s p e c i a l  a t t e n t i o n .  
In a d d i t i o n  to o u r  c o m m e n t s  o n  t h e s e  p o r t i o n s  of the p r o p o s e d  
r e v i s i o n ,  w e  a l s o  s u g g e s t  s o m e  t e c h n i c a l  c h a n g e s  w h i c h  o c c u r r e d  
to  us d u r i n g  o u r  r e v i e w  o f  the p r o p o s e d  bill.

I. L i a b i l i t y  of D i r e c t o r s ,  O f f i c e r s ,  a n d  S h a r e h o l d e r s  to 
C r e d i t o r s  o f  a C o r p o r a t i o n s ____________________________________

In g e n e r a l  terms, u n d e r  e x i s t i n g  law in the S t a t e  o f  A l a s k a ,  
o f f i c e r s ,  d i r e c t o r s ,  a n d  •'hareholders a r e  n o t  l i a b l e  to c r e d i­
t o r  o f  a c o r p o r a t i o n . T h e  c r e d i t o r ' s  c l a i m s  a g a i n s t  a c o r­
p o r a t i o n  a r e  l i m i t e d  to c l a i m s  a g a i n s t  the a s s e t s  o f  the



Ho n .  J o h n  J. C o w d e r y  
F e b r u a r y  22, 1 9 8 4  
P a g e  2

c o r p o r a t i o n .  O f f i c e r s  a n d  d i r e c t o r s  a r e  l i a b l e  to c o r p o r a t i o n s  
for t h e i r  w r o n g f u l  a c t s  w h i c h  h a r m  t h e  c o r p o r a t i o n .  S h a r e h o l d e r s  
a r e  l i a b l e  to the c o r p o r a t i o n  to p a y  for t h e i r  s h a r e s ,  a n d  a r e  
l i a b l e  to d i r e c t o r s  to c o n t r i b u t e  to a d i r e c t o r ' s  l i a b i l i t y  to 
t h e  c o r p o r a t i o n  in t h e  e v e n t  a d i v i d e n d  is p a i d  i m p r o p e r l y  to 
s h a r e h o l d e r s .

H. B. 343 c o n t i n u e s  the l i a b i l i t y  o f  o f f i c e r s  a n d  d i r e c t o r s  to 
t h e  c o r p o r a t i o n  for t h e i r  w r o n g f u l  a c ts. S e c t i o n  488 o f  t h e  B i l l  
e x p a n d s  d i r e c t o r s '  a n d  o f f i c e r s '  l i a b i l i t y  to i n c l u d e  l i a b i l i t y  
to c r e d i t o r s  f o r  m a t e r i a l s ,  l a b o r  a n d  s e r v i c e s ,  u p  to an a m o u n t  
o f  T w e n t y - F i v e  T h o u s a n d  D o l l a r s  ( $ 2 5 , 0 0 0 . 0 0 )  p e r  c r e d i t o r .
S e c t i o n  675 of the B i l l  m a k e s  d i r e c t o r s  l i a b l e  to t h e  c o r p o r a t i o n  
a n d  its c r e d i t o r s  for i m p r o p e r  d i s t r i b u t i o n  o f  a s s e t s  d u r i n g  
d i s s o l u t i o n  a n d  w i n d i n g  up.

S e c t i o n  378 of t h e  B i l l  c r e a t e s  s h a r e h o l d e r  l i a b i l i t y  to c r e d i­
t o r s  in t h e  n a m e  of the c o r p o r a t i o n  for t h e i r  k n o w i n g  r e c e i p t  o f  
i m p r o p e r  d i v i d e n d  p a y m e n t s .  D i r e c t o r s  a r e  a l s o  l i a b l e  to the 
c o r p o r a t i o n  for the s a m e  t r a n s a c t i o n .  S e e , § 4 8 0 ( a ) .

T h e  e x p a n s i o n s  of l i a b i l i t y  c o n t a i n e d  in §675 a n d  378 a r e  good. 
L i a b i l i t y  of t h e  d i r e c t o r s  a n d  s h a r e h o l d e r s  in t h e s e  p r o v i s i o n s  
is d i r e c t l y  r e l a t e d  to the w r o n g f u l  or i m p r o p e r  a c ts. S e c t i o n  
4 8 0 ( a ) ( 1 )  o f  t h e  B i l l  s h o u l d  be a m e n d e d  at p a g e  64, l i n e  15, to 
read:

A d i r e c t o r  w h o  v o t e s  for o r  a s s e n t s  to a d i s t r i b u t i o n  to 
the c o r p o r a t i o n ' s  s h a r e h o l d e r s  c o n t r a r y  to t h e  p r o v i­
s i o n s  o f  A. S .  1 0 . 0 6 . 3 5 8 ,  1 0 . 0 6 . 3 6 0 ,  1 0 . 0 6 . 3 6 3 ,  a n d  
1 0 . 0 6 . 3 6 5 ,  or  c o n t r a r y  to a r e s t r i c t i o n  in t h e  a r t i c l e s  
o f  t h e  c o r p o r a t i o n ,  is l i a b l e  to the c o r p o r a t i o n  a n d  to 
c r e d i t o r s  in t h e  n a m e  of  t h e  c o r p o r a t i o n , j o i n t l y  a n d  
s e v e r a l l y  w i t h  a l l  o t h e r  d i r e c t o r s  v o t i n g  for or 
a s s e n t i n g  to the d i s t r i b u t i o n . . . .
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T h i s  a d d i t i o n  w i l l  e x p a n d  the l i a b i l i t y  o f  the d i r e c t o r s  in t h e s e  
to s p e c i f i c a l l y  i n c l u d e  l i a b i l i t y  to c r e d i t o r s .  U n d e r  the b i l l  
as w r i t t e n  t h i s  l i a b i l i t y  e x i s t s  p u r s u a n t  to S e c t i o n  488.
H o w e v e r ,  the c h a n g e  to S e c t i o n  480 is a p p r o p r i a t e  so t h a t  the 
l i a b i l i t y  c o n t i n u e s  e v e n  if S e c t i o n  48ft is d e l e t e d  by the 
l e g i s l a t u r e  o r  i n v a l i d a t e d  by an A l a s k a  court.

S e c t i o n  4 8 8  o f  H. B. 343 c r e a t e s  s e c o n d a r y  l i a b i l i t y  of  d i r e c t o r s  
a n d  o f f i c e r s  to  c r e d i t o r s  of the c o r p o r a t i o n  u p  to an a m o u n t  of 
$ 2 5 , 0 0 0  p e r  c r e d i t o r  in the e v e n t  a s s e t s  o f  t h e  c o r p o r a t i o n  p r o v e  
i n s u f f i c i e n t .  T h e  l i a b i l i t y  e x i s t s  o n l y  for m a t e r i a l s ,  s u p p l i e s ,  
i n v e n t o r y  or s e r v i c e s  f u r n i s h e d  in A l a s k a  d u r i n g  the p e r i o d  o f  an 
o f f i c e r ' s  o r  d i r e c t o r ' s  s e r v i c e .  T h i s  p r o v i s i o n  o f  t h e  Bi l l  is 
ne w  a n d  is e x p e r i m e n t a l .  It is n o t  b a s e d  o n  t h e  c o n c e p t  of 
w r o n g d o i n g  by a n  o f f i c e r  or  a d i r e c t o r .  T h e  p r o v i s i o n  has the 
p o t e n t i a l  of c r e a t i n g  c o n f l i c t s  o f  i n t e r e s t  w i t h i n  a c o r p o r a t i o n  
a n d  s p a w n i n g  c o m p l i c a t e d  l i t i g a t i o n .  W e  b e l i e v e  t h a t  the s e c­
ti o n  s h o u l d  b e  d e l e t e d  o r  t h a t  a l t e r n a t i v e s  s h o u l d  be c o n s i d e r e d  
by t h e  l e g i s l a t u r e .

If y o u  c o n s i d e r  a l t e r n a t i v e s ,  t h e s e  a l t e r n a t i v e s  s h o u l d  be b a s e d  
o n  t h e  s i m p l e  p r i n c i p l e  t h a t  l i a b i l i t y  s h o u l d  n o t  be c r e a t e d  
u n l e s s  an  o f f i c e r  o r  d i r e c t o r  d o e s  s o m e t h i n g  w r o n g .  F o r  e x a m p l e ,  
an o f f i c e r  o r  d i r e c t o r  s h o u l d  be l i a b l e  for e n t e r i n g  in t o  or 
a u t h o r i z i n g  c o n t r a c t s  for t h e  p r o v i s i o n  o f  s e r v i c e s  or m a t e r i a l s  
w h e n  the o f f i c e r  or  d i r e c t o r  k n e w  o r  s h o u l d  h a v e  k n o w n  t h a t  the 
c o r p o r a t i o n  w o u l d  be  u n a b l e  to p a y  for t h o s e  s e r v i c e s  or 
m a t e r i a l s .  A s  p r e s e n t l y  w r i t t e n ,  S e c t i o n  488 c r e a t e s  l i a b i l i t y  
e v e n  if a c o r p o r a t i o n  is s o l v e n t  w h i l e  r e c e i v i n g  m a t e r i a l  a n d  
s e r v i c e s .  A n  e x a m p l e  i l l u s t r a t e s  the i n e q u i t y  w h i c h  m a y  r e s u l t .  
A s s u m e  t h a t  a v i c e  p r e s i d e n t  a u t h o r i z e s  a c o n t r a c t o r  to p r o v i d e  
m a t e r i a l s  to a c o r p o r a t i o n .  A t  t h e  t i m e  the c o r p o r a t i o n  is 
s o l v e n t  a n d  i n t e n d s  to p a y  for the m a t e r i a l s .  W h e n  the m a t e r i a l s  
a r e  d e l i v e r e d ,  the c o r p o r a t i o n  is n o t  s a t i s f i e d ,  b e l i e v i n g  t h a t  
th e  c o n t r a c t o r  has b r e a c h e d  h i s  o b l i g a t i o n .  A  l a w s u i t  r e s u l t s ,  
t a k i n g  3 y e a r s  co r e s o l v e ,  in f a v o r  of  the c o n t r a c t o r .  D u r i n g  
t h e  i n t e r i m  time, the v i c e  p r e s i d e n t  l e a v e s  the c o r p o r a t i o n  a n d  
the c o r p o r a t i o n ,  as a r e s u l t  of  o t h e r  p r o b l e m s ,  is u n a b l e  to p a y  
t h e  c o n t r a c t o r ' s  j u d g m e n t  a g a i n s t  it. T h e  v i c e  p r e s i d e n t ,
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w i t h o u t  d o i n g  a n y t h i n g  i m p r o p e r ,  w o u l d  be p e r s o n a l l y  l i a b l e  to 
t h e  c o n t r a c t o r .

T h e  f o l l o w i n g  is a l i s t  o f  s p e c i f i c  p r o b l e m s  w h i c h  y o u  s h o u l d  
c o n s i d e r  in e v a l u a t i n g  t h e  p r o p r i e t y  of S e c t i o n  488.

M a n y  s m a l l  c o r p o r a t i o n s  in A l a s k a  h a v e  t i t u l a r  o f f i c e r s  a n d  
d i r e c t o r s  in o r d e r  to m e e t  t h e  s t a t u t o r y  r e q u i r e m e n t s  of t h r e e  
d i r e c t o r s  a n d  t h a t  t h e r e  be a s e p a r a t e  p r e s i d e n t  a n d  s e c r e t a r y  
f o r  t h e  c o r p o r a t i o n .  T h e s e  i n d i v i d u a l s  u s u a l l y  d o  n o t - t a k e  a 
d i r e c t  i n v o l v e m e n t  in t h e  a c t i v i t i e s  o f  t h e  c o r p o r a t i o n .
A r g u a b l y ,  t h e s e  i n d i v i d u a l s  s h o u l d  n o t  h a v e  l i a b i l i t y  to c r e d i­
to r s  for a c t s  t h a t  t h e y  d i d  n o t  p a r t i c i p a t e  in.

S e c o n d a r y  l i a b i l i t y  u n d e r  S e c t i o n  488 a r i s e s  "to the e x t e n t  t h a t  
t h e  a s s e t s  o f  the c o r p o r a t e  e n t i t y  p r o v e  i n s u f f i c i e n t . . . . "  It is 
n o t  c l e a r  f r o m  t h i s  l a n g u a g e  w h e t h e r  a c r e d i t o r  is r e q u i r e d  to 
s u e  a n d  o b t a i n  j u d g m e n t  a g a i n s t  a c o r p o r a t i o n  a n d  u n s u c c e s s f u l l y  
a t t e m p t  to e x e c u t e  o n  t h a t  j u d g m e n t  a g a i n s t  c o r p o r a t e  p r o p e r t y  
p r i o r  to a s s e r t i n g  l i a b i l i t y  of o f f i c e r s  a n d  d i r e c t o r s .  A s  
S e c t i o n  4 8 8  is p r e s e n t l y  w r i t t e n ,  it is l i k e l y  th a t  if a p l a i n­
t i f f  is s u i n g  a f i n a n c i a l l y  t r o u b l e d  c o r p o r a t i o n ,  t h a t  p l a i n t i f f  
w i l l  i n c l u d e  a l l  o f f i c e r s  a n d  d i r e c t o r s  of  the c o r p o r a t i o n  as 
d e f e n d a n t s  so t h a t  h e  w i l l  h a v e  j u d g m e n t  a g a i n s t  t h e m  in the 
e v e n t  the c o r p o r a t e  a s s e t s  a r e  n o t  a v a i l a b l e  to s a t i s f y  the 
j u d g m e n t .  If t h i s  i n c l u s i o n  o f  d e f e n d a n t s  b e c o m e s  s t a n d a r d  p r a c­
tice, it h a s  the p o t e n t i a l  of c o m p l i c a t i n g  l a w s u i t s  a n d  
i n c r e a s i n g  the b u r d e n  on  the c o u r t s  o f  t h o s e  l a w s u i t s .  A l s o  th i s  
p r a c t i c e  w i l l  h a r a s s  o f f i c e r s  a n d  d i r e c t o r s  a n d  m a y  d i s c o u r a g e  
t h e i r  f u t u r e  p a r t i c i p a t i o n  in c o r p o r a t e  m a t t e r s .

A c o r p o r a t i o n  m a y  s e e k  p r o t e c t i o n  of the b a n k r u p t c y  laws. W h e n  a 
c o r p o r a t i o n  f i l e s  for b a n k r u p t c y  a c o u r t  e n t e r s  a s t a y  p r o h i­
b i t i n g  f u r t h e r  a c t i o n  by c r e d i t o r s  a g a i n s t  c o r p o r a t e  a s s e t s .  
A r g u a b l y ,  a t  t h a t  p o i n t  in time, c o r p o r a t e  a s s e t s  w o u l d  p r o v e  
" i n s u f f i c i e n t "  to s a t i s f y  c r e d i t o r s '  d e b t s .  T h e  q u e s t i o n  a r i s e s  
w h e t h e r  o r  n o t  a c r e d i t o r  w o u l d  t h e n  b e  p e r m i t t e d  to p r o c e e d  
a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s  p u r s u a n t  to S e c t i o n  488.
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C h a p t e r  11 b a n k r u p t c y .p r o c e e d i n g s  a l l o w  c o r p o r a t i o n s  to r e a r r a n g e  
a n d  d e l a y  p a y m e n t  of d e b t s .  S o m e t i m e s  t h e  b a n k r u p t c y  c o u r t  w i l l  
o r d e r  p a y m e n t  o f  p a r t  b u t  not. all o f  d e b t s .  If c o r p o r a t e  f i n a n­
ces d e t e r i o r a t e  to the p o i n t  w h e r e  C h a p t e r  11 r e o r g a n i z a t i o n  is a 
p o t e n t i a l  s o l u t i o n  for f i n a n c i a l  p r o b l e m s ,  o f f i c e r s  a n d  d i r e c t o r s  
w i l l  be f a c e d  w i t h  a c o n f l i c t  of i n t e r e s t  in t h a t  f i l i n g  C h a p t e r  
11 b a n k r u p t c y  w i l l  h e l p  t h e  c o r p o r a t i o n  b u t  w i l l  p o t e n t i a l l y  
a f f e c t  t h e i r  o w n  f i n a n c i a l  l i a b i l i t i e s .  W h i l e  the c o r p o r a t i o n  
b e n e f i t s  by t h e  r e a r r a n g e m e n t  of its d e b t s ,  t h e  o f f i c e r s  a n d  
d i r e c t o r s  w i l l  be r e q u i r e d  u n d e r  S e c t i o n  488 to a s s u m e  o b l i g a t i o n  
f o r  t h o s e  d e b t s .

F o r e i g n  c o r p o r a t i o n s  w i l l  e n j o y  s o m e  a d v a n t a g e  o v e r  d o m e s t i c  c o r­
p o r a t i o n s  in the a p p l i c a t i o n  of  S e c t i o n  488. In all p r o b a b i l i t y ,  
m o s t  o f  t h e  o f f i c e r s  a n d  d i r e c t o r s  of f o r e i g n  c o r p o r a t i o n s  w i l l  
n o t  b e  s u b j e c t  to the j u r i s d i c t i o n  o f  t h e  A l a s k a  c o u r t s .  T h u s ,  
e v e n  t h o u g h  t h e  s e c t i o n  is i n t e n d e d  to a p p l y  to f o r e i g n  c o r­
p o r a t i o n s ,  as a p r a c t i c a l  m a t t e r  it w i l l  be  v e r y  d i f f i c u l t  to s u e  
f o r e i g n  d i r e c t o r s  a n d  o f f i c e r s  in A l a s k a .

If a n  o f f i c e r  of the c o r p o r a t i o n  e n t e r s  i n t o  a c o n t r a c t  w i t h o u t  
c o r p o r a t e  a u t h o r i t y ,  the o t h e r  d i r e c t o r s  a n d  o f f i c e r s  of t h e  c o r­
p o r a t i o n  s h o u l d  n o t  b e  p e r s o n a l l y  l i a b l e  for t h a t  act.

D i r e c t o r s  do  n o t  p a r t i c i p a t e  in d a y  to d a y  m a n a g e m e n t  o f  a c o r­
p o r a t i o n .  T h e y  m i g h t  n o t  be a w a r e  of  the t y p e s  o f  c o n t r a c t s  
w h i c h  w o u l d  c r e a t e  p e r s o n a l  l i a b i l i t y  for them. S e c t i o n  488 
w o u l d  f o r c e  d i r e c t o r s  to p a r t i c i p a t e  m o r e  d i r e c t l y  in d a y  to d a y  
m a n a g e m e n t  of  the c o r p o r a t i o n .

E v e n  if an o f f i c e r  o r  d i r e c t o r  d i s s e n t s  fr o m  a d e c i s i o n  to e n t e r  
i n t o  a c o n t r a c t ,  t h a t  o f f i c e r  or d i r e c t o r  w o u l d  h a v e  l i a b i l i t y  
u n d e r  S e c t i o n  488.

In a d d i t i o n  to the t y p e  o f  c o n f l i c t  o f  i n t e r e s t  p r e v i o u s l y  n o t e d ,  
S e c t i o n  488 c o u l d  c r e a t e  c o n f l i c t  w h e n  an o f f i c e r  or  d i r e c t o r  
p e r s o n a l l y  g u a r a n t e e d  an o b l i g a t i o n  of t h e  c o r p o r a t i o n .  F o r  
e x a m p l e ,  a s s u m e  the p r e s i d e n t  o f  t h e  c o r p o r a t i o n  p e r s o n a l l y  
g u a r a n t e e d  a l o a n  f r o m  a b a n k  a n d  the c o r p o r a t i o n  ran i n t o  f i n a n -
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c i a l  t r o u b l e .  T h e  p r e s i d e n t  w o u l d  w a n t  t h e  c o r p o r a t i o n  to p a y  
t h e  l o a n  h e  g u a r a n t e e d .  O t h e r  o f f i c e r s  a n d  the d i r e c t o r s  w o u l d  
w a n t  the c o r p o r a t i o n  to p a y  c r e d i t o r s  p r o t e c t e d  by S e c t i o n  488, 
p r i o r  to p a y i n g  the b a n k  loan.

S u b s e c t i o n  (b) p e r m i t s  m o d i f i c a t i o n  of s t a t u t o r y  p r o v i s i o n  in a 
w r i t t e n  c o n t r a c t .  T h i s  s e c t i o n  w o u l d  b e  b e t t e r  if it r e q u i r e d  
t h i s  m o d i f i c a t i o n  to be  in b o l d  f a c e  t y p e  s e t  o u t  f r o m  t h e  b o d y  
of the c o n t r a c t  so t h a t  it w o u l d  b e  c l e a r l y  v i s i b l e  to a n y o n e  
r e v i e w i n g  t h e  c o n t r a c t .

S e c t i o n  488 d o e s  n o t  a p p l y  to d i r e c t o r s  a p p o i n t e d  by t h e  c o u r t  
p u r s u a n t  to S e c t i o n  640 o f  t h e  B i l l  to b r e a k  a d e a d l o c k  in the 
b o a r d  o f  d i r e c t o r s .  H o w e v e r ,  S e c t i o n  4 8 8  d o e s  a p p l y  t o  o t h e r  
d i r e c t o r s  a p p o i n t e d  d u r i n g  d i s s o l u t i o n  a n d  w i n d i n g  u p  o f  t h e  c o r­
p o r a t i o n  p u r s u a n t  to the c o u r t ' s  a u t h o r i t y  g r a n t e d  in S e c t i o n  650 
of t h e  B i ll. If S e c t i o n  488 r e m a i n s  in t h e  l e g i s l a t i o n ,  it 
s h o u l d  n o t  a p p l y  to t h o s e  i n d i v i d u a l s  a p p o i n t e d  by  t h e  c o u r t  p u r­
s u a n t  to S e c t i o n  650.

D u r i n g  d i s s o l u t i o n  a n d  w i n d i n g  up  o f  a c o r p o r a t i o n ,  t h e  c o r­
p o r a t i o n  m a y  o b t a i n  a s s i s t a n c e  f r o m  the c o u r t s .  S e e  §673. If a 
c r e d i t o r  f a i l s  to a p p e a r  in a c o u r t - o r d e r e d  d i s s o l u t i o n  p r o­
c e e d i n g ,  t h a t  c r e d i t o r ' s  c l a i m s  a g a i n s t  t h e  c o r p o r a t i o n  a r e  
w a i v e d .  S e e  §6 3 3  . T h a t  s e c t i o n  s h o u l d  a l s o  p r o v i d e  t h a t  the 
c r e d i t o r ' s  c l a i m s  a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s  p u r s u a n t  to 
S e c t i o n  488 is w a i v e d .

T h e  p r o c e d u r e s  e s t a b l i s h e d  for j u d i c i a l  d i s s o l u t i o n  o f  a c o r­
p o r a t i o n  i n s u r e  t h a t  a t  the t i m e  o f  the d i s t r i b u t i o n  o f  a s s e t s  
a l l  k n o w n  c l a i m a n t s  a r e  b o u n d  by t h e  t e r m s  of the d i s s o l u t i o n .  
T h o s e •c l a i m a n t s  a r e  n o t  b o u n d  by a  n o n - j u d i c i a l  d i s s o l u t i o n .
T h e y  p o t e n t i a l l y  h a v e  a c l a i m  a g a i n s t  p r e s e n t  a n d  p r i o r  o f f i c e r s  
a n d  d i r e c t o r s  p u r s u a n t  to S e c t i o n  488. If the s i t u a t i o n  a r o s e  
w h e r e  c r e d i t o r s  m a d e  a c l a i m  a f t e r  d i s s o l u t i o n  a g a i n s t  p r i o r  
o f f i c e r s  a n d  d i r e c t o r s ,  t h o s e  o f f i c e r s  a n d  d i r e c t o r s  c o u l d  s u e  
t h e  d i s s o l u t i o n  o f f i c e r s  a n d  d i r e c t o r s  c l a i m i n g  t h e y  w e r e  n e g l i­
ge n t  in f a i l i n g  to p r o t e c t  t h e m  f r o m  l i a b i l i t y  to t h o s e  c r e d i­
tors. T o  a v o i d  th i s  p o t e n t i a l  l i a b i l i t y ,  c o r p o r a t e  o f f i c e r s  
s h o u l d  r o u t i n e l y  u s e  the c o u r t  to s u p e r v i s e  d i s s o l u t i o n .  T h i s  
w o u l d  u n n e c e s s a r i l y  c r o w d  c o u r t  d o c k e t s .
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S e c t i o n  9 6 0  e x e m p t s  o f f i c e r s  a n d  d i r e c t o r s  of  N a t i v e  c o r p o r a t i o n s  
f r o m  t h e  p r o v i s i o n s  o f  S e c t i o n  48 8 .  W e  b e l i e v e  t h a t  b o t h  c o r­
p o r a t i o n s  a n d  i n d i v i d u a l  o f f i c e r s  a n d  d i r e c t o r s  w i l l  be a b l e  to 
c h a l l e n g e  t h i s  e x c l u s i o n ,  a r g u i n g  t h a t  it d e n i e s  t h e m  e q u a l  p r o­
t e c t i o n  o f  t h e  law. T h e  F o u r t e e n t h  A m e n d m e n t  to t h e  U n i t e d  S t a t e  
C o n s t i t u t i o n  r e q u i r e s  s t a t e s  to t r e a t  p e r s o n s  a n d  c o r p o r a t i o n s  
s i m i l a r l y  s i t u a t e d  in a s i m i l a r  f a s h i o n .  A  s t a t u t o r y  c l a s s i f i­
c a t i o n  w h i c h  t r e a t s  p e o p l e  d i f f e r e n t l y  b a s e d  o n  r a c e  o r  a l i e n a g e  
is s u s p e c t  a n d  w i l l  be u p h e l d  by a c o u r t  o n l y  if t h e r e  is a c o m­
p e l l i n g  s t a t e  r e a s o n  for t h e  c l a s s i f i c a t i o n .  If an o f f i c e r  o r  a 
d i r e c t o r  o f  a n o n - N a t i v e  c o r p o r a t i o n  w e r e  s u e d  u n d e r  S e c t i o n  488, 
it is p r o b a b l e  t h a t  i n d i v i d u a l  w o u l d  c o n t e s t  t h e  c o n s t i t u t i o n a­
l i t y  of S e c t i o n  4 8 8  a n d  S e c t i o n  9 6 0  b y  a r g u i n g  t h a t  t h e  s t a t e  h a s  
p l a c e d  g r e a t e r  l i a b i l i t y  o n  h i m  t h a n  o n  others w h o  a r e  s i m i l a r l y  
s i t u a t e d  as d i r e c t o r s  a n d  o f f i c e r s  o f  N a t i v e  c o r p o r a t i o n s .  T h e  
i n d i v i d u a l  w o u l d  a r g u e  t h a t  t h e  d i s t i n c t i o n  is b a s e d  o n  a l i e n a g e  
o r  r a c e  a n d  t h a t  t h e r e  is no c o m p e l l i n g  s t a t e  r e a s o n  for t h e  d i f­
f e r e n t  c l a s s i f i c a t i o n  of l i a b i l i t y .  T h e  o f f i c i a l  c o m m e n t  to 
S e c t i o n  960 d o e s  n o t  e x p l a i n  w h y  o f f i c e r s  a n d  d i r e c t o r s  o f  N a t i v e  
c o r p o r a t i o n s  a r e  e x c l u d e d .  W e  d o  n o t  k n o w  w h e t h e r  t h e r e  is s u f­
f i c i e n t  j u s t i f i c a t i o n  for t h i s  e x c l u s i o n .  E v e n  if t h e  e x c l u s i o n  
is j u s t i f i e d  a t  p r e s e n t  ti m e s ,  its j u s t i f i c a t i o n  m i g h t  t e r m i n a t e  
in 1 9 9 1  w h e n  s h a r e s  of t h e  N a t i v e  c o r p o r a t i o n s  b e c o m e  a v a i l a b l e  
t o  the p u b l i c .

II. D e r i v a t i v e  A c t i o n s :

S e c c i o n  435 of H.B. 343 e s t a b l i s h e s  the r i g h t  of a n d  p r o c e d u r e  
f o r  s h a r e h o l d e r s  to m a i n t a i n  a d e r i v a t i v e  a c t i o n  a g a i n s t  t h e  
m a n a g e m e n t  of a corpoi-u^’on. U n l e s s  a m a j o r i t y  o f  the d i r e c t o r s  
o f  a c o r p o r a t i o n  a r e  i m p l i c a t e d  in the a l l e g e d  i n j u r y  to t h a t  
c o r p o r a t i o n ,  a s h a r e h o l d e r  m u s t  d e m a n d  c o r r e c t i v e  a c t i o n  f r o m  the 
b o a r d  p r i o r  to i n i t i a t i n g  a d e r i v a t i v e  a c t i o n .  If a f t e r  a d e m a n d  
is m a d e  o n  the b o a r d  of d i r e c t o r s ,  t h e  b o a r d  f i n d s  t h a t  in its 
b u s i n e s s  j u d g m e n t  l i t i g a t i o n  is n o t  in the b e s t  i n t e r e s t  o f  t h e  
c o r p o r a t i o n ,  t h e  s h a r e h o l d e r  d o e s  n o t  h a v e  t h ^  r i g h t  to m a i n t a i n  
a d e r i v a t i v e  suit. T h e  s h a r e h o l d e r  is b a r r e d  in t h i s  i n s t a n c e  
u n l e s s  the s h a r e h o l d e r  is a b l e  to p r o v e  to t h e  c o u r t  t h a t  a 
m a j o r i t y  o f  t h e  d i r e c t o r s  is i m p l i c a t e d  in t h e  i n j u r y  o r  if t h e  
c o u r t  r e j e c t s  the b o a r d ' s  d e c i s i o n  as i n c o n s i s t e n t  w i t h  the 
d i r e c t o r s '  d u t i e s  o f  c a r e  a n d  l o y a l t y  to the c o r p o r a t i o n .



Hon. Joh n J. C o w d e r y
F e b r u a r y  22, 1984
Page 8

O n c e  ? d e r i v a t i v e  a c t i o n  is p r o p e r l y  be g u n ,  a c o u r t  m a y  d i s m i s s  
it if a d i s i n t e r e s t e d  b o a r d  o f  d i r e c t o r s  p e t i t i o n s  t h e  c o u r t  for 
d i s m i s s a l  a n d  t h e  c o u r t  a g r e e s  t n a t  d i s m i s s a l  is in t h e  b e s t  
i n t e r e s t s  o f  t h e  c o r p o r a t i o n  a n d  c o n s i s t e n t  w i t h  p u b l i c  i n t e r e s t .

T h i s  p r o c e d u r e  m a k e s  it m o r e  d i f f i c u l t  than p r e s e n t  to m a i n t a i n  a 
d e r i v a t i v e  a c t i o n  in the S t a t e  of A l a s k a .  T h e  p r o c e d u r e  f a v o r s  
m a n a g e m e n t  of a c o r p o r a t i o n  w h i c h  h a s  t h e  a u t h o r i t y ,  so l o n g  as 
it is n o t  i m p l i c a t e d  in i n j u r y  to the c o r p o r a t i o n ,  to  d e c i d e  
w h e t h e r  or n o t  a d e r i v a t i v e  a c t i o n  s h a l l  be m a i n t a i n e d .  S i n c e  
t h e  s t a t u t e  a l l o w s  a d i s i n t e r e s t e d  b o a r d  to p e t i t i o n  t h e  c o u r t  
f o r  d i s m i s s a l  o f  a  d e r i v a t i v e  a c t i o n ,  p l a i n t i f f *  in a d e r i v a t i v e  
a c t i o n  w i l l  b e  f o r c e d  to u n d e r t a k e  two t r i a l s .  T h e  f i r s t  t r i a l  
w o u l d  b e  to c o n v i n c e  the c o u r t  t h a t  the p e t i t i o n  for d i s m i s s a l  
s h o u l d  n o t  be g r a n t e d .  P l a i n t i f f  in the a c t i o n  w o u l d  be e n t i t l e d  
to an  e v i d e n t i a r y  h e a r i n g  to p r e s e n t  its i n f o r m a t i o n  to the c o u r t  
r e g a r d i n g  the p r o b l e m .  If t h e  p l a i n t i f f  s u c c e e d e d  in t h a t  e v i­
d e n t i a r y  h e a r i n g  in a v o i d i n g  d i s m i s s a l ,  t h e  p l a i n t i f f  w o u l d  t h e n  
i n c u r  the a d d i t i o n a l  e x p e n s e  o f  t h e  s e c o n d  e v i d e n t i a r y  h e a r i n g  at  
t r i a l  o n  the m e r i t s .

S u b s e c t i o n  (f) o f  S e c t i o n  435 (H. B. 343, p a g e  50, l i n e s  17 a n d  
18) a l l o w s  t h e  d i r e c t o r s  of t h e  c o r p o r a t i o n  to " p e t i t i o n "  a c o u r t  
to d i s m i s s  a d e r i v a t i v e  a c t i o n .  T o  b e  c o n s i s t e n t  w i t h  A l a s k a  
R u l e s  o f  C i v i l  P r o c e d u r e ,  t h e  s t a t u t e  s h o u l d  r e q u i r e  the d i r e c­
to r s  to a p p e a r  in the d e r i v a t i v e  a c t i o n  by a t h i r d  p a r t y  
c o m p l a i n t  a g a i n s t  t h e  p l a i n t i f f  s h a r e h o l d e r s .  T h e  p l a i n t i f f  
s h a r e h o l d e r s  w o u l d  be  t h i r d  p a r t y  d e f e n d a n t s  in t h e  a c t i o n .  
S u b s e c t i o n  (f) c o u l d  be a m e n d e d  as f o l l o w s  b e g i n n i n g  at l i n e  16:

" N o t w i t h s t a n d i n g  (c) o r  (e) o f  this s e c t i o n ,  d i s i n­
t e r e s t e d ,  n o t  i n v o l v e d  d i r e c t o r s  a c t i n g  as t h e  b o a r d  or 
a d u l y  c h a r g e d  b o a r d  c o m m i t t e e  m a y  p e t i t i o n  I n t e r v e n e  in 
the d e r i v a t i v e  a c t i o n  as t h i r d  p a r t y  p l a i n t i f f s  a g a i n s t  
t h e  s h a r e h o l d e r s  a n d  r e q u e s t  the c o u r t to d i s m i s s  t h e  
p l a i n t i f f’s a c t i o r  o n  g r o u n d s  t h a t  in t h e i r  i n d e p e n d e n t ,  
i n f o r m e d  b u s i n e s s  j u d g m e n t  the a c t i o n  is n o t  in t h e  b e s t  
i n t e r e s t  of the c o r p o r a t i o n .

S e c t i o n  4 3 5 ( h )  (H.B. 343, p a g e  51, l i n e  6 ) p r o v i d e s  t h a t  if the 
p l a i n t i f f s  in a d e r i v a t i v e  a c t i o n  r e p r e s e n t  l e s s  t h a n  f i v e  p e r­
c e n t  (5%) o f  t h e  o u t s t a n d i n g  s h a r e s  of a n y  c l a s s  of the c o r­
p o r a t i o n ,  the c o u r t  m a y  r e q u i r e  the p l a i n t i f f s  to g i v e  s e c u r i t y
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f o r  r e a s o n a b l e  e x p e n s e  i n c l u d i n g  a t t o r n e y  fees t h a t  m a y  be  
i n c u r r e d  by t h e  d e f e n d a n t  c o r p o r a t i o n  in the a c t i o n .  T h i s  s e c ­
t i o n  m a y  be u n e n f o r c e a b l e .  A.S. 0 9 . 6 0 . 0 6 0  r e q u i r e s  n o n - r e s i d e n t  
p l a i n t i f f s  or f o r e i g n  c o r p o r a t i o n s  to p o s t  s e c u r i t y  a s  a p r e r e­
q u i s i t e  to a p p e a r i n g  in A l a s k a  c o u r t s .  T h e  A l a s k a  S u p e r i o r  C o u r t  
r o u t i n e l y  r e f u s e s  to a p p l y  t h i s  s t a t u t o r y  p r e r e q u i s i t e  to a n o n­
r e s i d e n t’s o r  f o r e i g n  c o r p o r a t i o n ' s  r i g h t  to a p p e a r  as p l a i n t i f f  
in A l a s k a  c o u r t s .  T h e  A l a s k a  S u p r e m e  C o u r t  h a s  r e f u s e d  to 
r e v e r s e  this p o s i t i o n  by the S u p e r i o r  Court. T h e  p r e r e q u i s i t e  to 
a l a w s u i t  is n o t  e n f o r c e d  b e c a u s e  r i g h t  to a p p e a r  in c c u r t  is#, 
f u n d a m e n t a l  r i g h t  a n d  t h e r e  is no s u f f i c i e n t  r a t i o n a l e  for t h e  
d i s t i n c t i o n  w h i c h  c o n d i t i t i o n s  t h a t  r i g h t  a g a i n s t  n o n - r e s i d e n t  
p l a i n t i f f s  a n d  f o r e i g n  c o r p o r a t i o n s .

T h e  r e q u i r e m e n t  in S e c t i o n  4 3 5 ( h )  t h a t  a d e r i v a t i v e  a c t i o n  on 
b e h a l f  o f  l e s s  t h a n  5% o f  the s h a r e h o l d e r s  o f  t h e  c o r p o r a t i o n  be 
c o n d i t i o n e d  u p o n  t h o s e  s h a r e h o l d e r s '  a b i l i t y  a n d  w i l l i n g n e s s  to 
p a y  a b o n d  for c o s t s  l i k e w i s e  i n t e r f e r e s  w i t h  the f u n d a m e n t a l  
r i g h t  of  t h o s e  i n d i v i d u a l s  to h a v e  a c c e s s  to t h e  c o u r t s .  T h e r e  
is no c o r r e l a t i o n  b e t w e e n  the s i z e  of the g r o u p  m a i n t a i n i n g  the 
d e r i v a t i v e  a c t i o n  a n d  the m e r i t s  o f  t h e i r  claim. A s  a r e s u l t  it 
is u n l i k e l y  t h a t  a c o u r t  w o u l d  e n f o r c e  this c o n d i t i o n  for m a i n­
t a i n i n g  a l a w s u i t .

III. D i s s o l u t i o n :

S e c t i o n  628 (H. B. 343, p a g e  101) a l l o w s  s h a r e h o l d e r s  r e p r e­
s e n t i n g  o n e - t h i r d  of the t o t a l  n u m b e r  of o u t s t a n d i n g  s h a r e s  to 
p e t i t i o n  for d i s s o l u t i o n  on t h e  g r o u n d s  that t h o s e  in c o n t r o l  of 
t h e  c o r p o r a t i o n  h a v e  b e e n  g u i l t y  o f  " p e r s i s t e n t  u n f a i r n e s s  
t o w a r d s  s h a r e h o l d e r s . . . . "  T h i s  l a n g u a g e  is n e w  to A l a s k a  s t a t u­
tes. W e  b e l i e v e  t h a t  it is t o o  b r o a d  a n d  too vague, a l l o w i n g  too 
m u c h  r o o m  for j u d i c i a l  i n t e r p r e t a t i o n  o f  w h a t  c o n s i s t u t e s  p e r­
s i s t e n t  u n f a i r n e s s  to s h a r e h o l d e r s .

S e c t i o n  6 2 8 ( b ) ( 5 )  a p p e a r s  to a l l o w  a p e t i t i o n  for i n v o l u n t a r y  
d i s s o l u t i o n  o£  a c o r p o r a t i o n  h a v i n g  35 or f e w e r  s h a r e h o l d e r s  of 
r e c o r d  by a s i n g l e  s h a r e h o l d e r  o n  the b a s i s  t h a t  " l i q u i d a t i o n  is 
r e a s o n a b l y  n e c e s s a r y  for t h e  p r o t e c t i o n  of t h e  r i g h t s  o r  
i n t e r e s t s  of  t h e  c o m p l a i n i n g  s h a r e h o l d e r  or s h a r e h o l d e r s . "  (H.
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B. 343, p a g e  102, l i n e s  10 a n d  11.) W e  b e l i e v e  t h i s  l a n g u a g e  
m a y  a l s o  be too b r o a d ,  a l l o w i n g  too m u c h  ro o m  for j u d i c i a l  
i n t e r p r e t a t i o n .

It is n o t  c l e a r  f r o m  t h e  c o m m e n t s  w h e t h e r  or n o t  the c o d e  r e v i­
si o n  c o m m i t t e e  c o n s i d e r e d  r e q u i r i n g  t h a t  s u i t s  for i n v o l u n t a r y  
d i s s o l u t i o n  i n c l u d e  a l l  s h a r e h o l d e r s ,  or  a r e p r e s e n t a t i v e  of 
t h e i r  i n t e r e s t s ,  a s  d e f e n d a n t s  to the a c t i o n .  W e  b e l i e v e  this 
a l t e r n a t i v e  s h o u l d  b e  c o n s i d e r e d  so t h a t  the i n t e r e s t  of o t h e r  
s h a r e h o l d e r s  w i l l  be a d e q u a t e l y  r e p r e s e n t e d  in a s u i t  for i n v o­
l u n t a r y  d i s s o l u t i o n .

S e c t i o n  630 s p e c i f i e s  h o w  a c o r p o r a t i o n  m a y  a v o i d  i n v o l u n t a r y  
d i s s o l u t i o n  by p u r c h a s i n g  the s h a r e s  of t h o s e  p l a i n t i f f s  s e e k i n g  
i n v o l u n t a r y  d i s s o l u t i o n .  T h e  c o r p o r a t i o n  is p e r m i t t e d  to a p p e a r  
in t h e  l a w s u i t  for i n v o l u n t a r y  d i s s o l u t i o n  a n d  o f f e r  to p u r c h a s e  
t h e  p l a i n t i f f s '  s h a r e s  a t  f a i r  m a r k e t  va l u e .  S e c t i o n  630 w o u l d  
be i m p r o v e d  if it r e q u i r e d  t h e  c o r p o r a t i o n  to m a k e  t h i s  p u r c h a s e  
o f f e r  w i t h i n  90 d a y s  of the d a t e  t h e  l a w s u i t  w a s  i n s t i t u t e d .

S e c t i o n  630 p r o v i d e s  t h a t  if the c o r p o r a t i o n  a n d  the p l a i n t i f f s  
c a n n o t  a g r e e  o n  t h e  fa i r  v a l u e  for the s h a r e s ,  the c o u r t  m a y  
a p p o i n t  t h r e e  a p p r a i s e r s  to d e t e r m i n e  t h a t  fa i r  va l u e .
S u b s e c t i o n  (c) o f  §630 w o u l d  be i m p r o v e d  if it s p e c i f i e s  t h a t  the 
d a t e  of f i l i n g  t h e  c o m p l a i n t  w i l l  b e  the d a t e  of v a l u a t i o n  for 
the s h a res. In its p r e s e n t  form, t h e  d a t e  of v a l u a t i o n  is n o t  
c i e a r l y  s t a ted.

In p a s s i n g ,  w e  w o u l d  n o t e  t h a t  in o u r  c o p y  of the o f f i c i a l  c o m­
m e n t s  t h e r e  is no o f f i c i a l  c o m m e n t  for S e c t i o n  630. T h e  o f f i c i a l  
c o m m e n t  for S e c t i o n  633 is e r r o n e o u s l y  p r i n t e d  as the o f f i c i a l  
c o m m e n t  for S e c t i o n  630. If the l e g i s l a t u r e  i n t e n d s  to a d o p t  the 
o f f i c i a l  c o m m e n t  by r e f e r e n c e ,  t h i s  t y p o g r a p h i c a l  e r r o r  s h o u l d  be 
c o r r e c t e d .

U n d e r  H. B. 343, if a c o u r t  is d i r e c t i n g  w i n d i n g  up o f  a cor- 
p o r a t i o n  a f t e r  its d i s s o l u t i o n ,  c r e d i t o r s  a n d  c l a i m a n t s  m a y  be 
b a r r e d  f r o m  p a r t i c i p a t i o n  of  g e n e r a l  a s s e t s  o f  the c o r p o r a t i o n  if 
t h e y  fail to m a k e  or p r e s e n t  c l a i m s  a n d  p r o o f s  w i t h i n  the t i m e  
o r d e r e d  by the c o u r t .  If S e c t i o n  4 8 8  r e m a i n s  in H. B. 343, 
S e c t i o n  653 s h o u l d  be a m e n d e d  to a l s o  bar c r e d i t o r s '  c l a i m s  
a g a i n s t  d i r e c t o r s  a n d  o f f i c e r s  if they fail to a p p e a r  in the 
w i n d i n g  up p r o c e e d i n g s .  T h e  a m e n d m e n t  m a y  be a c c o m p l i s h e d  as 
f o l l o w s :
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"In a c o u r t - d i r e c t e d  w i n d i n g  u p  o f  a c o r p o r a t i o n  (A.S. 
1 0 . 0 6 . 6 1 8 ,  1 0 . 0 6 . 6 3 5 ( b )  a n d  1 0 . 0 6 . 6 4 5 )  c r e d i t o r s  a n d  
c l a i m a n t s  m a y  b e  b a r r e d  f r o m  p a r t i c i p a t i o n  in a d i s t r i­
b u t i o n  of  the g e n e r a l  a s s e t s  o f  the c o r p o r a t i o n ,  a n d  
s h a l l  be b a r r e d  f r o m’ a s s e r t i n g  c l a i m s  a g a i n s t  o f f i c e r s  
a n d  d i r e c t o r s  o f  t h e  c o r p o r a t i o n  p u r s u a n t  to A . S .
1 0 . 0 6 . 4 8 8  if t h e y  f a i l  t o  m a k e  o r  p r e s e n t  c l a i m s  a n d  
p r o o f s  w i t h i n  t h e  t i m e  the c o u r t  m a y  o r d e r .

S e c t i o n  655 (H. B. 343, p a g e  1 1 4 )  d e s c r i b e s  the o r d e r  the c o u r t  
m a y  e n t e r  d e c l a r i n g  t h a t  the a f f a i r s  of t h e  c o r p o r a t i o n  a r e  
c o m p l e t e l y  w o u n d  up. S u b s e c t i o n  (c) o f  §655 s t a t e s :

" T h e  d i r e c t o r s  o r  the p e r s o n s  a p p o i n t e d  u n d e r  A.S. 
1 0 . 0 6 . 6 4 8  s h a l l  be d i s c h a r g e d  f r o m  t h e i r  d u t i e s  a n d  
l i a b i l i t i e s ,  e x c e p t  as m a y  b e  e s t a b l i s h e d  u n d e r  A.S.
1 0 . 0 6 . 4 8 8  or  e x c e p t  as n e e d e d  to c o m p l e t e  t h e  w i n d i n g  
up."

S e c t i o n  648 a l l o w s  the c o u r t  to a p p o i n t  d i r e c t o r s  to r e s o l v e  a 
d e a d l o c k  in a b o a r d  o f  d i r e c t o r s .  T h i s  p r o v i s i o n  e x c e p t i n g  
S e c t i o n  488 l i a b i l i t y  for a p p o i n t e d  d i r e c t o r s  s h o u l d  a l s o  a p p l y  
to d i r e c t o r s  a p p o i n t e d  by the c o u r t  p u r s u a n t  to its a u t h o r i t y  
u n d e r  S e c t i o n  640 a n d  S e c t i o n  653 o f  the Bill. W e  do  n o t  b e l i e v e  
t h a t  a n y  i n d i v i d u a l  a p p o i n t e d  by t h e  c o u r t  to s e r v e  as a d i r e c t o r  
o r  o f f i c e r  for a c o r p o r a t i o n  d u r i n g  d i s s o l u t i o n  o r  w i n d i n g  u p  o f  
t h e  c o r p o r a t i o n  s h o u l d  h a v e  p e r s o n a l  f i n a n c i a l  l i a b i l i t y  for 
c o n t r a c t s  e n t e r e d  i n t o  by the c o r p o r a t i o n  d u r i n g  t h a t  p e r i o d  of 
t i m e .

W h e n e v e r  the Bi l l  p e r m i t s  c r e d i t o r s  in the n a m e  o f  t h e  c o r­
p o r a t i o n  to s u e  s h a r e h o l d e r s  o r  d i r e c t o r s  for i m p r o p e r  d i s t r i b u­
ti o n  of d i v i d e n d s  (A.S. 10.06. 333 ) o r  a s s e t s  (A.S. 10 .06.675 ), 
t h 7- s t a t u t e  s h o u l d  s p e c i f i c a l l y  p r o v i d e  t h a t  the s h a r e h o l d e r s  a n d  
d i r e c t o r s  m a y  a s s e r t  a n y  d e f e n s e  to the a c t i o n  a v a i l a b l e  to the 
c o r p o r a t i o n .

IV. M i s c e l l a n e o u s  C o m m e n t s :

S e c t i o n  460 o f  the B i l l  p e r m i t s  r e m o v a l  of  d i r e c t o r s  w i t h o u t  
c a u s e  by v o t e  of s h a r e h o l d e r s .  H. B. 343, p a g e  57, l i n e  4. 
S u b s e c t i o n  (a)(2) d e s c r i b e s  t h e  n u m b e r  of s h a r e s  w h i c h  m u s t  v o t e  
in f a v o r  of r e m o v a l  of  the d i r e c t o r  if the c o r p o r a t i o n  h a s  c u m u­
l a t i v e  v o t i n g .  S u b s e c t i o n  3 d e s c r i b e s  the n u m b e r  o f  s h a r e s
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w i t h i n  a c l a s s  w h i c h  m u s t  v o t e  in f a v o r  o f  r e m o v a l  if a d i r e c t o r  
is e l e c t e d  by a c l a s s .  S u b s e c t i o n  460 s h o u l d  b e  a m e n d e d  to 
d e s c r i b e  the m i n i m u m  p e r c e n t a g e  o f  s h a r e s  w h i c h  m u s t  v o t e  in 
f a v o r  of r e m o v a l  o f  a d i r e c t o r  w i t h o u t  c a u s e  if t h e  d i r e c t o r  w a s  
n o t  e l e c t e d  by c l a s s  a n d  the c o r p o r a t i o n  d o e s  n o t  h a v e  c u m u l a t i v e  
v o t i n g .  T h i s  m a y  b e  a c c o m p l i s h e d  by a n  a m e n d m e n t  to H. B. 343, 
p a g e  57, l i n e  6 a n d  7 as  f o l l o w s :

"At a r e g u l a r  o r  s p e c i a l  m e e t i n g  for w h i c h  n o t i c e  is 
g i v e n  u n d e r  A.S. 1 0 . 0 6 . 4 1 0  a n d  t h i s  s e c t i o n ,  a n y  o r  a l l  
o f  t h e  d i r e c t o r s  m a y  b e  r e m o v e d  w i t h o u t  r e a s o n  if t h e  
r e m o v a l  is a p p r o v e d  b y  a v o t e  o f  the m a j o r i t y  of t h e  
o u t s t a n d i n g  s h a r e 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  h a s  p r o p o s e d  an a m e n d m e n t  t o  H.
B. 343, p a g e  149 a t  l i n e  12, a s  f o l l o w s :

" N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  A . S .  1 0 . 0 6 . 5 7 4 - 5 8 6 ,  a 
p l a n  o f  m e r g e r ,  c o n s o l i d a t i o n  o r  e x c h a n g e  q u a l i f i e d  
u n d e r  t h i s  s e c t i o n  p r i o r  to D e c e m b e r  19, 1 9 9 1  s h a l l  n o t  
i n c l u d e  t h e  r i g h t  o f  s h a r e h o l d e r s  to d i s s e n t . "

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

".... p l a n  of m e r g e r ,  c o n s o l i d a t i o n  o r  e x c h a n g e  
q u a l i f i e d  u n d e r  th i s  s e c t i o n  a n d  a p p r o v e d b y  t h e  p r o p e r  
c o r p o r a t i o n s  p r i o r  to D e c e m b e r  19, 1 9 9 1  s h a l l  n o t  
i n c l u d e  t h e  r i g h t  o f  s h a r e h o l d e r s  to d i s s e n t . "

T h i s  a m e n d e m e n t  w i l l  s p e c i f y  t h a t  the m e r g e r  p l a n  m u s t  be 
a p p r o v e d  p r i o r  to t h e  s p e c i f i e d  d a te; o c h e r w i s e  s h a r e h o l d e r s  w i l l  
h a v e  a r i g h t  to d i s s e n t .

S e c t i o n  546 p r o v i d e s  t h a t  a p l a n  o f  m e r g e r ,  c o n s o l i d a t i o n  o r  
e x c h a n g e  for an A l a s k a  c o r p o r a t i o n  m u s t  r e c e i v e  a p p r o v a l  by  a 
v o t e  of t w o - t h i r d s  of the o u t s t a n d i n g  s h a r e s  o f  e a c h  c o r p o r a t i o n  
a f f e c t e d .  A  l o w e r  v o t i n g  r e q u i r e m e n t  a p p l i e s  to c o r p o r a t i o n s  
e s t a b l i s h 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  Act.
S e c t i o n  9 6 0 ( c )  p r o v i d e s  t h a t  a p l a n  o f  m e r g e r ,  c o n s o l i d a t i o n  o r  
e x c h a n g e  of A N C S A  c o r p o r a t i o n s  m a y  b e  a p p r o v e d  by an a f f i r m a t i v e  
v o t e  of h o l d e r s  o f  a m a j o r i t y  o f  t h e  o u t s t a n d i n g  s h a r e s  of e a c h  
c o r p o r a t i o n .  T h e  o f f i c i a l  c o m m e n t s  d o  n o t  e x p l a i n  t h e  d i f f e r e n t
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r e q u i r e m e n t s  f o r  t h e s e  c o r p o r a t i o n s .  T h e  d i f f e r e n t  r e q u i r e m e n t s  
a r e  p r o b a b l y  p e r m i s s i b l e .  It w o u l d  be w e l l  to e x p l a i n  the d i f­
f e r e n t  r e q u i r e m e n t s  to a v o i d  c o n f u s i o n  in f u t ure.

W e  a p p r e c i a t e  th i s  o p p o r t u n i t y  to c o m m e n t  on  H. B. 343.

S i n c e r e l y  y o u r s

S M I T H ,  R O B I N S O N  & G R U E N I N G

R l S r l j d

cc: Mr. K e n  J o h n s o n
Mr. M e r r i l l  S i k o r s k y
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"The Olympics is a hu g e  Investment over a 12-or 14-year 

period. But for An c h o r a g e  it wouldn't be so m u c h  a big 

financial investment as a h u m a n  investment. It would take a 

lot of time a n d  energy." R e y n  B o w m a n ,  executive director, 

Anchorage Convention &  Visitors Bureau.

Anchorage and the Winter Olympics are a perfect fit.
On the one hand. Anchorage is the right size —  not too 

big, not too small. It has the financial resources, both public 
and private, to make the venture a success. It’s becoming 
adept at hosting world-class competitions with alpineskiing 
events at Alyeska Resort; Nordic skiing at Kincaid Park and 
even the Great Alaska Shootout at Sullivan Arena.
Its lodging accommodations are adequate today and are 

growing by leaps and bounds. The climate is ideal for winter 
sports competition. Anchorage is ideally situated for air 
access both from North America and from Europe and Rus­
sia, which provide the vast majority of the athletes partici­
pating in Winter Games.
Anchorage would add ia new dimension to the cultural 

aspects of the Olympic Games, and in a state where the 
number of visitors and tourists annually doubles and triples 
the population, playing host has become an art more than a 
chore.
Those are just a few of the things Anchorage has to offer 

the Winter Olympics. The other side of the question —  what 
does the Olympics have to offer Anchorage, and the entire 
state of Alaska, for that matter —  is equally compelling. And 
the facts are equally one-sided.
The Winter Games would give Anchorage worldwide 

exposure and a massive economic boost at the time of year 
when it needs it most. Touirism, one of the mainstays of the 
Alaskan economy, always has sagged during the winter; 
nothing could turn that situation around faster than the 
Olympics. Officials from the Lake Placid area in New York 
say that area still is on a high from the 1980 Winter Games, 
and in the words of one economist, "We don't know how 
long it will take for that to wear off or if it ever will."
Most important is what would be left behind after the 

Olympics are gone: world-class winter sports facilities that 
would establish Anchorage as a winter sports mecca and 
benefit everyone in Southcentral Alaska who would have 
easy access to those facilities for years to come.
Unquestionably, construction of some of those facilities 

would be an expensive proposition. Most notably, those

. ’ i , ,  „  ■ , .>; House Bill .343/,pending
" before the A laska House of 

Representatives, is “An act 
revi sing the corporation code.” 
This b ill was prepared by the 
Alaska code Revision Commis­
sion, and it proposes sweeping 
changes in Alaska’s corporate 
law.

Rep. John Cowdery has been 
taking a hard look at the pro­
posed bill. The Alaska Code 
Revision Commission held 
extensive hearings and spent 
a great deal o f time and money 
preparing the revisions.

'• My review of the proposed 
revisions indicates they did a 
good job. Cowdery, however, 
has quite correctly realized that 
the revisions are very expan­
sive and may have long-range 
side effects.

The bill is lengthy and com­
plex. While the proposed revi­
sions may add a degree of cer­
tainty to Alaska’s Corporation 
Lav/, there are some areas of 
real concern.

For example, the proposed 
revisions extend personal lia­
bility of directors and officers 
to certain creditors of the cor­
poration up to the amount of 
$25,000 per officer or director.

Thus if the corporation lacks 
the assets to pay bills the offic­
ers and directors are liable.

The exposure o f the directors 
and officers is irrespective of 
any wrongdoing, irrespective 
o f the degree o f involvement in 
the affairs of the corporation 
and irrespective of whether the 
individual dissented from in­
curring the debt.

In addition, not all creditors 
have the same right as the 
commission decided to only 
protect the "little guys."

There also is a serious ques­
tion as to whether the effect of 
the revisions will bo to profev 
foreign corporations.

While the code attempts to
i," : • • ■ ' • ,

Alaska Business &

From Courtroom to Board Room
j: =l • By TONY SMITH
Sen io r partner, Sm ith , Robinson & G rucn ing

impose liability on foreign 
corporations, as a practical 
matter the corporate codes of 
the other states will apply to 
the internal affairs o f corpora­
tions incorporated in their 
jurisdictions.

Thus some o f the more novel 
concepts may very well disad­
vantage Alaska corporations 
in the long run.

There are other aspects of 
the proposed bill which have 
wide-range effects. The Alaska 
Code Revision Commission has 
stated it attempted to find a 
middle ground between pro 
management and pro share­
holder states. In so doing it 
h is developed some rather eso­
teric concepts.

For example, the bill allows 
ni inority shareholders to peti­
tion a court to dissolve a corpo­
ration on the grounds that those 
in control have been guilty of 
"persistent unfairness towards 
shareholders.”

That language may become 
one of the principal sources of .

litigation in the State of Alaska.
it is evident that a great deal 

o f thought has been devoted to 
the proposed revisions. How­
ever, Cowdcr' and others have 
focused on the danger of 
attempting to legislate in a 
broad sweeping manner prob­
lems which may or may not 
exist.

There are some advantages 
to trying out ideal solutions 
but I question whether this is 
the right time or place.

A  critical review of House 
Bill 343 is a real service. The 
effort to solve all Alaska’s 
potential corporate problems 
in one piece o f legislation 
appears to open up a Pando­
ra's box.

It would be well if those 
involved in the business com­
munity took the time to famil­
iarize themselves with this 
important piece of legislation.

Perhaps no other legislation 
effects the rules of the game as 
much as Alaska’s Corporation 
Code.

I  I A  SINCE 1928

Deok-Perera
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H O U S E  J U D I C I A R Y  C O M M I T T E E  M E M B E R S

F R O M :  H O U S E  L A B O R  & C O M M E R C E  S T A F F

R E :  J O I N T  H O U S E  L A B O R  & C O M M E R C E  A N D  J U D I C I A R Y  C O M M I T T E E

HEARING ON HB 3 4 3 -R E V IS E  THE CORPORATION CODE |
VERBATIM TESTIMONY j

DATE: MARCH 7 ,  1 9 8 4

ATTACHED FOR YOUR INFORMATION AND REVIEW YOU W ILL FIN D THE 

VERBATIM  TESTIMONY ON HB 3 4 3 .  T H IS  WAS THE LAST HEARING 

HELD IN  ANCHORAGE, FEBRUARY 2 4 ,  1 9 8 4 .

T H IS  TR AN SCRIPT I S  PROVIDED FOR US COMPLIMENTS OF THE CODE 

R E V ISIO N  COMMISSION AND WAS TYPED BY CATHERINE WALSH OF THE 

COM M ISSION.



J O I N T  H O U S E  L A B O R  A N D  C O M M E R C E  A N D  J U D I C I A R Y  
C O M M I T T E E  H E A R I N G  O N  HB 3 4 3 / S B  2 4 6 — F O R  P R O F I T  C O R P O R A T I O N S  

F E B R U A R Y  24, 1 9 8 4  - L E G I S L A T I V E  I N F O R M A T I O N  O F F I C E ,  A N C H O R A G E
10:00 a.m.

C O W D E R Y :  W i l l  the m e e t i n g  p l e a s e  c o m e  to o r d e r .  It's 
10:C'7 a .m., F e b r u a r y  24th. W e  a r e  in A n c h o r a g e ,  the L a b o r  a n d  
C o m m e r c e  C o m m i t t e e  j o i n i n g  w i t h  the H o u s e  J u d i c i a r y  C o m m i t t e e .  
I'd l i k e  to m a k e  n o t e  of t h o s e  p r e s e n t  h e r e  in A n c h o r a g e  is 
R e p r e s e n t a t i v e  W e n d t e ,  R e p r e s e n t a t i v e  P e s t i n g e r ,  R e p r e s e n t a t i v e  
Furnace, R e p r e s e n t a t i v e  U e h l i n g  a n d  a l s o  R e p r e s e n t a t i v e  K o p o n e n  
is in F a i r b a n k s  on the t e l e c o n f e r e n c e  n e t w o r k  a n d  R e p r e s e n t a t i v e  
R i n g s t a d  is in J u n e a u .  I'd l i k e  to c h e c k  in a n d  m a k e  s u r e  t h a t  
R e p r e s e n t a t i v e  K o p o n e n  a n d  R i n g s t a d ,  f i r s t  in F a i r b a n k s  a n d  t h e n  
to J u n e a u .  R e p r e s e n t a t i v e  K o p o n e n .

K O P O N E N :  T h i s  is R e p r e s e n t a t i v e  K o p o n e n  r i g h t  here. W e  
ha v e  two p e o p l e  in the a u d i e n c e  at t h i s  time.

C O W D E R Y :  R e p r e s e n t a t i v e  R i n g s t a d .

M O D E R A T O R :  T h i s  is the m o d e r a t o r  in J u n e a u  a n d
R e p r e s e n t a t i v e  R i n g s t a d  h a s  s t e p p e d  o u t  for a m o m e n t .  C a n  y o u  
come b a c k  to us?

C O W D E R Y :  Yes. O.K. We h a v e  a q u o r u m  a n d  I w o u l d  li k e  to 
m a y b e  turn it o v e r  to R e p r e s e n t a t i v e  of the J u d i c i a r y  C o m m i t t e e  
to e s t a b l i s h  h i s  q u o r u m .  R e p r e s e n t a t i v e  B u s s e l l .

B U S S E L L :  T h a n k  you, Mr. C h a i r m a n .  T h e  J u d i c i a r y
C o m m i t t e e  d o e s  h a v e  a q u o r u m .  R e p r e s e n t a t i v e  W e n d t e  is p r e s e n t  
w i t h  us, R e p r e s e n t a t i v e  Hay e s ,  R e p r e s e n t a t i v e  Li s k a ,  
R e p r e s e n a t i v e  M a l o n e ,  a n d  R e p r e s e n t a t i v e  B a r n e s  is s o m e p l a c e  on 
her w a y  here.

W E N D T E :  Mr. Chairman.,

C O W D E R Y / B U S S E L L :  R e p r e s e n t a t i v e  W e n d t e .

W E N D T E :  I j u s t  w a n t  to kn o w  as a m a t t e r  of d e f e r e n c e  to 
my dear f r i e n d  t h e  C h a i r m a n  of the J u d i c i a r y  C o m m i t t e e ,  I've b e e n  
p l a c e d  on t h i s  s i d e  of the table. It ' s  n o t  t h a t  I d o n ' t  c a r e  to 
jo i n  the J u d i c i a r y  C o m m i t t e e  today. B u t  s i n c e  I a m  t h e  o n l y
m e m b e r  of bo t h  c o m m i t t e e s ,  m a y b e  I s h o u l d  run b a c k  a n d  forth.

B U S S E L L :  You a r e  s i t t i n g  in the w i t n e s s  chair.

C O W D E R Y :  T h e  H o u s e  L a b o r  C o m m i t t e e  m e e t s  in the m o r n i n g  
a n d  so a t  n o o n  y o u  can m o v e  to the o t h e r  side. The J u d i c i a r y  
m e e b s  . . .



W E N D T E :  I t 's p r o b a b l y  a g o o d  w a y  to do it, Mr. 
C h a i r m a n ,  T h a n k  you.

C O W D E R Y :  W e  a r e  h e r e  t h i s  m o r n i n g  to h e a r  H B  343 to 
r e v i s e  the c o r p o r a t e  code. A n d  w e  h a v e  h a d  a j o i n t  h e a r i n g  on 
t h i s  w i t h  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  in J u n e a u  a n d  w e ' v e  g o t  
q u i t e  l e n g t h y  t e s t i m o n y ,  h a d  q u i t e  l e n g t h y  t e s t i m o n y  to review, 
a n d  it is t h e  i n t e n t  of t h i s  c o m m i t t e e  to n o t  be c r i t i c a l  of the 
c o d e  or the bill, b u t  to b r i n g  s o m e  a r e a s  t h a t  a r e  n o t  clear, 
p e r h a p s  h e l p  c l a r i f y  s o m e  of the a r e a s  a n d  to d i s c u s s  s o m e  of the 
a r e a s  t h a t  s e e m  a p p r o p r i a t e  n o w  t h a t  w e  c l e a r  up  r a t h e r  than 
l a t e r  if it ever c o m e s  to a c o u r t  d e c i s i o n  t h a t  p e r h a p s  w e  c a n  by 
c l a r i f y i n g  s o m e  of t h e  a r e a s  of c o n c e r n  w e  c a n  m a y b e  k e e p  th a t  
l a t e r  c o u r t  d a t e  to a m i n i m u m .  I w a s  w o n d e r i n g ,  I k n o w  t h a t  Mr. 
D i c k  B l a c k  of the A l a s k a  Bar A s s o c i a t i o n ,  or Bl o c k .  W o u l d  y o u  
c a r e  to c o m m e n t  or h a v e  c o m m e n t s .  Or I c o u l d  g o  on an  o v e r v i e w  
of so m e  of the a r e a s  of c o n c e r n  . . .

BL O C K :  Mr. C h a i r m a n ,  it ' s  y o u r  p l e a s u r e .  I a m  p r e p a r e d
to t e s t i f y  if y o u  l i k e  or a n y  o r d e r  y o u  t h a t  y o u  w o u l d  like. 
G o o d  m o r n i n g  to the C h a i r m a n s  of b o t h  c o m m i t t e e s .  My n a m e  is 
R i c h a r d  Block. I a c t u a l l y  co m e  b e f o r e  y o u  I s u p p o s e  m o r e  
o f f i c i a l l y  as a r e p r e s e n t a t i v e  of o n e  of the s e c t i o n s  of the 
A l a s k a  Bar A s s o c i a t i o n .  A n d  I w i l l  r e f e r  b a c k  to th a t  in a
m o m e n t .  I w o u l d  a l s o  l i k e  to say, h o w e v e r ,  I a m  an a t t o r n e y  
a d m i t t e d  to p r a c t i c e  in the S t a t e  of A l a s k a  a n d  h a v e  to o n l y  a 
s m a l l  or m o d e s t  d e g r e e  d o n e  c o r p o r a t e  w o r k  for c l i e n t s .  I a l s o  
a m  an o w n e r  a n d  i n v e s t o r  in a b u s i n e s s  e n t e r p r i s e  in the S t a t e  of 
A l a s k a  w h i c h  is in c o r p o r a t e  form, a n d  w e  h a v e  in our c o r p o r a t i o n  
f i v e  s e p a r a t e  c o r p o r a t i o n s .  So I b e l i e v e  th a t  f r o m  the 
s t a n d p o i n t  of its p r a c t i c a l  a p p l i c a t i o n  as  w e l l  as its l e gal 
c o n c e r n s ,  I do h a v e  s o m e  f a m i l i a r i t y  w i t h  w h a t  the i m p a c t  of the 
b i l l s  b e f o r e  us m i g h t  h a v e  in th i s  A l a s k a  c o m m u n i t y .  A n d  I a l s o  
s a i d  f r o m  a m o r e  o f f i c i a l  s t a n d p o i n t ,  I a m  r e p r e s e n t i n g  o n e  of 
the s e c t i o n s  of the A l a s k a  Bar A s s o c i a t i o n .  A b o u t  a w e e k  a n d  a 
h a l f  age, I w a s  a s k e d  by the c h a i r m a n  of the b u s i n e s s  law s e c t i o n  
of the A l a s k a  Bar A s s o c i a t i o n ,  the c h a i r m a n  of the e x e c u t i v e
c o m m i t t e e ,  to c h a i r  a ta s k  f o r c e  w h i c h  h a s  j u s t  r e c e n t l y  be e n  
a p p o i n t e d  to s t u d y  a n d  u n d e r t a k e  a r e v i e w  of t h e s e  b i l l s  a n d  the 
w o r k  t h a t  h a s  b e e n  d o n e  by the c o d e  r e v i s i o n  c o m m i s s i  m  a n d  by 
P r o f e s s o r  F e s s l e r .  It is the c h a r g e  of our t a s k  f o r c e  n o t  to 
e n g a g e  in an e x t e n s i v e ,  s h a l l  w e  say a c a d e m i c  t y p e  r e v i t w  or even 
a l e g a l  a n a l y s i s  of the bill, s i n c e  w e  b e l i e v e  th a t  has b e e n  
e x t e n s i v e l y  d o n e  a n d  w e l l  do n e  by P r o f e s s o r  F e s s l e r  a n d  b y  the 
c o d e  r e v i s i o n  c o m m i s s i o n  a n d  by the s t a f f s  of the l e g i s l a t u r e .  
B u t  w e  do b e l i e v e  t h a t  in the i n t e r e s t  of b e t t e r  u n d e r s t a n d i n g ,  
the i m p a c t  th a t  su c h  a b i l l  w o u l d  h a v e  on the b u s i n e s s  c o m m u n i t y  
a n d  on the p r a c t i c e  of b u s i n e s s  a n d  c o r p o r a t e  law, t h a t  y o u  m i g h t  
s a y  k i n d  of a b u s i n e s s  i m p a c t  r e p o r t  is d e s e r v i n g .  E x a c t l y  w h a t  
w i l l  be, or n o t  e x a c t l y  b u t  at  l e a s t  to the e x t e n t  th a t  w e  can
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f o r e s e e  it, w h a t  a r e  s o m e  of the e c o n o m i c  i n t e r e s t s  a n d  f a c t o r s  
in the s t a t e  t h a t  c o u l d  b e  a f f e c t e d  by  w h a t  t h i s  bi l l  c o n t a i n s  
t h a t  m a y  n o t  h a v e  b e e n  b r o u g h t  b e f o r e  y o u r  c o m m i t t e e s .  A n d  w h e n  
I a m  t h r o u g h  h e r e  in a few m o m e n t s ,  I a m  g o i n g  to a s k  or s u g g e s t  
t h a t  the c o m m i t t e e  in its d e l i b e r a t i o n s  at  l e a s t  n o t  m o v e  so
q u i c k l y  t h a t  our t a s k  f o r c e  w o u l d  n o t  be g i v e n  t h e  ti m e  to
p r e s e n t  to y o u  w h a t  w e  r e g a r d  as our y o u  m i g h t  say e c o n o m i c  l e g a l  
i m p a c t  r e p o r t  of t h i s  bill. W e  do not b e l i e v e  it w i l l  t a k e  a lot 
of time, w e ' d  l ike, say, a b o u t  30 d a y s  to f i n i s h  our w o r k  a n d  
p r e s e n t  it to you. A s  I i n d i c a t e d ,  I t h i n k  w e  can do th a t
b e c a u s e  w e  are n o t  g o i n g  to r e i n v e n t  t h e  f i n e  w o r k  d o n e  by  t h o s e
t h a t  h a v e  g o n e  b e f o r e  us. A  v e r y  b r i e f  r e v i e w  of the b i l l s  a n d  
th e  c o m m e n t a r y  t h a t  a c c o m p a n i e s  the b i l l s  w o u l d  i n d i c a t e  t h a t  one 
of the t h i n g s  y o u  t y p i c a l l y  f i n d  in a s i g n i f i c a n t  r e v i s i o n  of a 
l a w  of this type, t h a t  is to say t h a t  it is a t e c h n i c a l  r e v i s i o n ,  
it is a l a n g u a g e  r e v i s i o n ,  t h a t  it is a m o d e r n i z a t i o n  of t o n e  or 
t e n o r  is c e r t a i n l y  a p a r t  of this bill. But t h i s  b i l l  r e a l l y  has 
s u b s t a n t i a l  s u b s t a n t i v e  c h a n g e s  in it, a n d  I t h i n k  th a t  o n e  of 
t h e  t h i n g s  t h a t  is u n f o r t u n a t e ,  a n d  I h a v e  to s a y  t h a t  for m y s e l f  
I take up o n  m y s e l f  t h e  r e s p o n s i b i l i t y  for m a k i n g  s o m e  of the same 
a s s u m p t i o n s  I a m  g o i n g  to c h a r g e  to a l a r g e r  c l a s s  of p e o p l e  and 
t h a t  is I t h i n k  a l o t  of p e o p l e  t h o u g h t  t h a t  t h e  r e v i s i o n  of the 
l a w  w a s  g o i n g  to be a r e v i s i o n  of the w o r d s  a n d  n o t  a l o t  of 
s u b s t a n t i v e  c h a n g e .  A n d  as y o u  g e t  in t o  it, t h e r e  a r e  s o m e  
s i g n f i c a n t  c h a n g e s  in t h i s  bill, a n d  I d o n ' t  t h i n k  the b u s i n e s s  
c o m m u n i t y  b r o a d l y  b a s e d  is w i d e l y  a w a r e  of it. A n d  I t h i n k  t h e y  
n e e d  to be and y o u  n e e d  to be a w a r e  of w h a t  t h a t  m e a n s  to them. 
I think, for e x a m p l e ,  t h a t  my b r i e f  r e a d i n g  of the a n a l y s i s  a n d  
t h e  b i l l  w o u l d  s e e m  to c h a n g e  the c h a r a c t e r  of t h e  a r t i c l e s  of 
i n c o r p o r a t i o n  f r o m  a s i m p l e  o r g a n i c  d o c u m e n t  th a t  k i n d  of b r i n g s  
t h e  c o r p o r a t i o n  i n t o  e x i s t e n c e ,  w h i c h  is n o w  and w o u l d  in the 
f u t u r e  if this b i l l  w e r e  a d o p t e d ,  be  i t s  f u n c t i o n .  B u t  the 
a r t i c l e s  b e c o m e  in a d d i t i o n  m o r e  or l e s s  a d i s c l o s u r e  s t a t e m e n t ,  
a r a t h e r  c o m p l e t e  d i s c l o s u r e  s t a t e m e n t  to a n y o n e  w h o  b e c o m e s  
i n v o l v e d  in the c o r p o r a t i o n .  A n d  I g a t h e r  t h a t  n o t i o n  f r o m  the 
f a c t  t h a t  a n  a w f u l  l o t  of t h i n g s  w h i c h  t o d a y  a r e  k i n d  of p u t  into 
a r t i c l e s  by a o n e  l i n e  r e f e r e n c e  or b y  a b s e n c e  of a n y  r e f e r e n c e  
a n d  t h e n  i n c o r p o r a t i n g  s t a t u t o r y  p r o v i s i o n s  to the r e q u i r e m e n t  
t h a t  if c e r t a i n  t h i n g s  a r e  g o i n g  to be e v e r  d o n e  in a 
c o r p o r a t i o n ,  it n e e d s  to be s p e c i f i c a l l y  a l l o w e d  for d i s c l o s e d  in 
the a r t i c l e s  of i n c o r p o r a t i o n .  N o w  I am n o t  h e r e  nor do I t h i n k  
our s e c t i o n  t a k e s  a v i e w  th a t  t h a t ' s  g o o d  or bad, b u t  o n l y  th a t  
it b e c o m e s  a fa c t  t h a t ' s  c o n t a i n e d  in this l a w  a n d  if a l a w y e r  is 
g o i n g  to do a n  a d e q u a t e  j o b  of p r o t e c t i n g  a c o r p o r a t e  c l i e n t ,  
t h e y  a r e  g o i n g  to h a v e  to do a m o r e  c a r e f u l  a n a l y s i s  a n d  a m o r e  
c a r e f u l  job of d r a f t i n g  to m a k e  s u r e  the c o r p o r a t i o n  is p e r m i t t e d  
b y  its a r t i c l e s  of i n c o r p o r a t i o n ,  or in t h i s  d i s c l o s u r e  d o c u m e n t  
if y o u  will, to do t h o s e  t h i n g s  w h i c h  it n o w  i n t e n d s  to do or 
m i g h t  in t h e  f u t u r e  w i s h  to d o 0 A n d  I s u g g e s t  t h a t  o n e  of the 
t h i n g s  t h a t  w e  w o u l d  l i k e  to m e a s u r e  in our i m p a c t  r e p o r t  is h o w  
m u c h  a d d i t i o n a l  l e g a l  w o r k  is g o i n g  to be  r e q u i r e d  by l a w y e r s
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a s k e d  by  t h e i r  c l i e n t s  to f o r m  a c o r p o r a t i o n  a n d  w h a t ' s  g o i n g  to 
h a v e  to be do n e  in  o r d e r  to m a k e  s u r e  t h a t  t h e y  n e v e r  g e t  i n t o  a 
s i t u a t i o n  w h i c h  u n d e r  t h i s  b i l l  w o u l d  b e c o m e  an  u l t r a  v i r e s  or an 
a c t  o u t s i d e  the a m b i t  of t h e i r  a g r e e d  a u t h o r i t y .  A n o t h e r  
s i g n i f i c a n t  a s p e c t  of t h i s  b i l l  is t h a t  it c l e a r l y  s e e k s  to 
c h a n g e  the r e l a t i v e  p r o t e c t i o n s  a m o n g  c l a s s e s  of p e o p l e  i n v o l v e d  
in a b u s i n e s s  r e l a t i o n s h i p .  I t h i n k  i t ' s  f a i r  to s a y  t h a t  the 
c o d e  r e v i s i o n  c o m m i s s i o n  a n d  P r o f e s s o r  F e s s l e r  r e c o g n i z e s  t h a t  
c u r r e n t  A l a s k a  l a w  is, 'if y o u  w a n t  to a s s i g n  a n  a p p e l l a t i o n  to 
it, is a v e s t e d ,  c o r p o r a t e  o w n e r s h i p  p r o t e c t i o n  a p p r o a c h .  A n d  I 
t h i n k  i t  is c l e a r  t h a t  the a p p r o a c h  t a k e n  in t h i s  b i l l  is to  m o v e  
a w a y  f r o m  t h a t  a n d  to p r o v i d e  so m e  p r o t e c t i o n s  for c r e d i t o r s  and 
for o u t s i d e  s t o c k h o l d e r s .  N o w  aga i n ,  I d o n ' t  t h i n k  t h i s  is the 
r e s p o n s i b i l i t y  of t h e  bar a s s o c i a t i o n ,  or do w e  w i s h  to  t a k e  a 
v i e w  t h a t  t h a t ' s  g o o d  or bad, b u t  o n l y  t h a t  it is in f a c t  a 
s i g n i f i c a n t  c h a n g e  in our law. It is a s u b s t a n t i v e  c h a n g e ,  and 
t h e  w a y  in w h i c h  t h a t 11 s done, a n d  the f a c t  t h a t  it is b e i n g  done, 
I t h i n k  n e e d s  to be r e c o g n i z e d  b y  a b r o a d e r  b a s e  of the b u s i n e s s  
c o m m u n i t y  a n d  the e f f e c t  of that, if any, p r e s e n t e d  to y o u r  
c o m m i t t e e .  T h e r e  a r e  a n u m b e r  of i m p a c t s  t h a t  w e  s e e  t h i s  
p o t e n t i a l l y  h a v i n g .  O n e  I' v e  a l l u d e d  to a n d  t h a t ' s  s i m p l y  the 
c o s t  e f f e c t i v e n e s s .  W e  t h i n k  t h e r e  is g o i n g  to b e  s o m e  
s i g n i f i c a n t  c h a n g e s  in j u s t  l e g a l  c o s t s  i n f o r m i n g  the 
c o r p o r a t i o n ,  b e c a u s e  I t h i n k  l a w y e r s  a r e  g o i n g  to h a v e  to be a
l ot m o r e  c a r e f u l  a n d  a l o t  m o r e  e x p l i c i t  in w h a t  t h e y  do. T h a t
m a y  n o t  be that, t h a t  m a y  be p u b l i c  p o l i c y  d e s i r e  t h a t  the co s t  
of t h a t  n e e d s  to be t h o u g h t  out. I s u p p o s e  t h e r e  a r e  g o i n g  tc be 
s o m e  c h a n g e s  in t r a d e  costs. By t r a d e  co s t s ,  I m e a n  t h a t  if y o u  
a r e  g o i n g  to c h a n g e  the r e s p e c t i v e  p r o t e c t i o n s  of c r e d i t o r s  a n d  
t he p r o t e c t i o n s  of s u p e r i o r l y  p o s t u r e d  i n v e s t o r s ,  th e n  t h e r e  m a y  
be c h a n g e s  in i n t e r e s t  r a t e s  or r a t e s  of r e t u r n  t o  s t o c k h o l d e r s  
a n d  to o f f i c e r s  a n d  d i r e c t o r s  a n d  c r e d i t o r s  in v i e w  of the
c h a n g i n g  p o s i t i o n s .  A n d  I w o u l d  i m a g i n e  t h a t  o n e  of t h e  t h i n g s
t h a t ' s  g o i n g  to h a v e  to be c o n s i d e r e d  by  a n y  o f f i c e r  or d i r e c t o r
of a c o r p o r a t i o n ,  t h a t  b e c a u s e  of one of t h e  p r o v i s i o n s  in the 
l a w  s u b j e c t  it t o  p o t e n t i a l  p e r s o n a l  l i a b i l i t y  in the e v e n t  of 
t h e  f a i l u r e  of the c o r p o r a t i o n  is the p o s s i b i l i t y  of a d d i t i o n a l  
i n d e m n i f i c a t i o n  c o s t s  in o r d e r  to a t t r a c t  p e o p l e  to be o f f i c e r s  
a n d  d i r e c t o r s  of c o m p l e x  b u s i n e s s  o p e r a t i o n s .  I t h i n k  w e  a l s o  
w a n t  to s u g g e s t  to t h e  c o m m i t t e e  the n e e d  to e v a l u a t e  t h e  impact,
w h a t  I w o u l d  call the b u s i n e s s  i m p a c t s .  For e x a m p l e ,  w o u l d  the
p o t e n t i a l  e x p o s u r e  of m a n y ,  p o t e n t i a l l y  m i l l i o n s  of d o l l a r s  to an  
i n d i v i d u a l  o f f i c e r  or d i r e c t o r ,  a n d  as I r e a d  t h i s  t h e r e  is a 
r i g h t  to g o  a g a i n s t  c e r t a i n  o f f i c e r s  a n d  d i r e c t o r s  for u p  to 
§25,000 per c r e d i t o r .  So  the §25,000 is m u l i t i p l i e d  by as m a n y  
of t h e s e  t r a d e  c r e d i t o r s  as t h e r e  m a y  be in a c o r p o r a t i o n .  W h a t  
is it g o i n g  to ta k e  to a t t r a c t  a p e r s o n  to b e c o m e  a n  o f f i c e r  or 
d i r e c t o r  of a c o r p o r a t i o n  w h e n  h e ' s  g o t  t h a t  p o t e n t i a l  e x p o s u r e .  
N o w  I d o n ' t  t h i n k  a n y o n e  can q u a r r e l  w i t h  the p r o p o s i t i o n
a d v a n c e d  by  the a d v o c a t e s  of t h i s  bi l l  t h a t  y o u  a r e  t r y i n g  to 
e n c o u r a g e  r e s p o n s i b l e  a c t i o n  by c o r p o r a t e  o f f i c e r s ,  a n d  the
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t h r e a t  t h a t  t h e y  m a y  b y  d i s s i p a t i o n  in c o r p o r a t e  a s s e t s  or 
i n a p p r o p r i a t e  b u s i n e s s  a c t i o n s  l e a v e  c r e d i t o r s  u n p r o t e c t e d  a n d  
t h e y  s h o u l d  be a w a r e  of that. T h a t  m a y  be a v a l i d  p u b l i c  
p o l i c y .  B u t  I do t h i n k  w e  n e e d  to c h i n k  o u t  if t h a t  is g o i n g  to
c h i l l  b u s i n e s s  e n t r e p r e n e u r s h i p  in the S t a t e  of A l a s k a  or f r e e z e
o u t  or p r e c l u d e  a c c e s s  t o  the m o s t  q u a l i f i e d  e x e c u t i v e s  to come 
in a n d  o p e r a t e  c o r p o r a t i o n s  b e c a u s e  of t h i s  c o n c e r n .  A n d  I w o u l d  
be e v e n  m o r e  p a r t i c u l a r l y  c o n c e r n e d  if it w e r e  n e c e s s a r y  to
a t t r a c t  a h i g h l y  q u a l i f i e d  p e r s o n  to  c o m e  in a n d  r u n  a t r o u b l e d  
c o r p o r a t i o n .  A n d  if y o u  h a v e  a c o r p o r a t i o n  t h a t  is s a l v a g e a b l e  
b u t  in f i n a n c i a l  d i f f i c u l t y  a n d  y o u  w a n t  to  a t t r a c t  s o m e o n e  to 
c o m e  in a n d  i n v o l v e  h i m s e l f  w i t h  t h a t  e n t e r p r i s e ,  is h e  d o i n g  so 
a t  s u c h  a g r e a t  p e r i l  t h a t  y o u  c a n n o t  a t t r a c t  t h a t  k i n d  of
i n d i v i d u a l  to y o u r  c o m p a n y .  F i n a l l y ,  I t h i n k  I w o u l d  w a n t  to 
s u g g e s t  to the c o m m i t t e e  t h a t  o n e  n e e d s  to c o n s i d e r  the b r o a d  
b a s e d  e c o n o m i c  i m p a c t s .  I d o n ' t  t h i n k  it, I r e a l i z e  w e  m a y  be
f o c u s i n g  an u n w a r r a n t e d  a m o u n t  of a t t e n t i o n  o n  o n e  s e c t i o n  of a
b i l l  t h a t  c o n t a i n s  s e v e r a l  h u n d r e d  s e c t i o n s ,  b u t  n o n e t h e l e s s ,  
w h e n  y o u  s t a r t  g e t t i n g  in to w h e r e  the d o l l a r s  go a n d  w h o s e  
p o c k e t b o o k  is e x p o s e d ,  it b e c o m e s  i m p o r t a n t .  A n d  t h e  q u e s t i o n  I 
w o u l d  r a i s e  w i t h  r e s p e c t  to e c o n o m i c  i m p a c t  is w e  a r e  t r y i n g  in 
t h i s  st a t e ,  a n d  I b e l i e v e  it's the p r o f e s s e d  p o s t u r e  of the 
l e g i s l a t u r e ,  t h a t  w e  a r e  t r y i n g  to e n c o u r a g e  i n v e s t m e n t  in 
e c o n o m i c  a c t i v i t i e s  in t h e  s t a t e  w h i c h  so far h a v e  p r o v e n  to be
l e s s  c e r t a i n  t h a n  o t h e r  t y p e s  of i n v e s t m e n t s .  W e  d o n ' t  n e e d  to
e n c o u r a g e  p e o p l e  to g e t  i n v o l v e d  in t h e  oil i n d u s t r y .  It's a 
r a t h e r  c e r t a i n  p r o f i t a b l e  r e t u r n  o n  t h a t  i n v e s t m e n t .  B u t  v,Hat 
a b o u t  b u s i n e s s  e n t e r p r i s e s  a r o u n d  the f i s h i n g  i n d u s t r y ,  a r o u n d  
t h e  t i m b e r  i n d u s t r y ,  a r o u n d  the a g r i c u l t u r a l  i n d u s t r y ,  a n d  o ther 
i n d u s t r i e s  w h e r e  w e  are t r y i n g  to e n c o u r a g e  i n v e s t m e n t ,  but w h e r e  
t h e  o p p o r t u n i t e s  for a b s o l u t e  c e r t a i n t y  of r e t u r n  a r e  l e s s  known 
to us. A r e  w e  g o i n g  to c h i l l  b u s i n e s s  e n t r e p r e n e u r s h i p  b e c a u s e  
the p e r s o n  is u n w i l l i n g  to c o m m i t  $100,000 a n d  p u t  t h a t  in t o  a 
c o r p o r a t i o n  a n d  s e e  if I c a n  m a y  a go  of it in o n e  of t h e s e  
m a r g i n a l  i n d u s t r i e s .  But if I h a v e  to f u r t h e r  e x p o s e  my 
r e s o u r c e s  b e y o n d  t h a t  i n v e s t m e n t  b e c a u s e  t h r o u g h  c i r c u m s t a n c e s  
t h a t  I m a y  c o n t r o l  or m a y  be b e y o n d  m y  c o n t r o l ,  I e x p o s e  m y s e l f  
to l i a b i l i t y  b e y o n d  w h a t  I a m  p r e p a r e d  to c o m m i t ,  I a m  not 
w i l l i n g  to do it a n d  thus, p / e c l u d e  t h e  t y p e  of a c c e s s ,  the type 
of b u s i n e s s  e n t e r p r i s e  t h a t  y o u ' r e  t r y i n g  to e n c o u r a g e  in t h e s e  
m a r g i n a l  i n d u s t r i e s .  T h o s e  are the k i n d s  of t h i n g s  w e  n e e d  to 
t h i n k  a b o u t .  A g a i n ,  I k n o w  th a t  t h e r e  is a g r e a t  a m o u n t  of g o o d  
in t h i s  bill. N o t  o n l y  do I k n o w  it b e c a u s e  of t h e  c a l i b e r  of 
p e o p l e  w h o  h a v e  w o r k e d  o n  it, I ' v e  g o n e  t h r o u g h  it a n d  I kn o w  
h a v i n g  w o r k e d  in t h e  e x i s t i n g  c o r p o r a t i o n  c o de, t h a t  t h e r e  is 
r o o m  for i m p r o v e m e n t  a n d  the d e s i r a b i l i t y ,  j u s t  the g e n e r a l  
a d v i s a b i l i t y  of g e t t i n g  i n t o  the c o r p o r a t i o n s  c o d e  a n d  c l e a n i n g  
it up  I t h i n k  is m e r i t o r i o u s .  B u t  I w o u l d  u r g e  the c o m m i t t e e s  to 
m o v e  w i t h  g r e a t  c a u t i o n  w h e n  y o u  s t a r t  m a k i n g  s u b s t a n t i v e  c h a n g e s  
t h a t  a r e n ' t  w e l l  u n d e r s t o o d  by the b u s i n e s s  c o m m u n i t y  b u t  c o u l d  
h a v e  a t r e m e n d o u s  e c o n o m i c  i m p a c t  o n  them, on the e c o n o m y



g e n e r a l l y  a n d  on b u s i n e s s e s  s p e c i f i c a l l y .  It is t h e  r e q u e s t  of 
our t a s k  f o r c e  w h i c h  is j u s t  c r e a t e d  t h a t  y o u  w o u l d  g i v e  us time 
to m o r e  p a r t i c u l a r l y  a n a l y z e  the b i l l  f r o m  t h o s e  k i n d s  of a s p e c t s  
anc7 s u b m i t ,  y o u  m i g h t  c a l l  it our i m p a c t  r e p o r t  to y o u  for your 
c o n s i d e r a t i o n .  T h a n k  you.

C O W D E R Y :  T h a n k  you, Mr. B l o c k .  It is our i n t e n t i o n  to 
h e a r  t e s t i m o n y  on t h i s  a n d  m a y b e  a s k  q u e s t i o n s  a n d  t h e n  p o s s i b l y  
d e v e l o p m e n t  so m e  a m e n d m e n t s  for a s u b s t i t u t e  b i l l  for r e v i e w  by 
a n o t h e r  c o m m i t t e e  I t h i n k  or m a y b e  t w o  m o r e  c o m m i t t e e s  to be 
r e f e r r e d  to b e f o r e  f i n a l  action. I w o u l d  l i k e  to ask one 
q u e s t i o n .  In y o u r  c a p a c i t y  as k n o w l e d g e ,  it is my  u n d e r s t a n d i n g  
t h a t  m a n y  s m a l l  c o r p o r a t i o n s ,  p a r t i c u l a r l y  s m a l l  ones, have 
h o n o r a r y  d i r e c t o r s  or m a y b e  f a m i l y  m e m b e r s  a p p o i n t e d  for one 
r e a s o n  or a n o t h e r ,  if I u n d e r s t a n d  s o m e  of the l a n g u a g e  in this 
b ill, t h a t  it c o u l d  p o s s i b l y  m a y b e  e v e n  a t t o r n e y s  I u n d e r s t a n d  
a r e  n o t e d  in s o m e  c o r p o r a t i o n s ,  b u t  I t h i n k  t h e  a t t o r n e y s  
p r o b a b l y  h a v e  i n s u r a n c e  to cover a n y  l i a b i l i t y ,  b u t  s o m e  of the 
o t h e r  a r e a s  I've m e n t i o n e d  m a y  n o t  be a w a r e  of t h i s  i n s u r a n c e .  
B u t  i t ' s  m y  u n d e r s t a n d i n g  the bill r e a d s  t h a t  e v e n  t h e s e  p e o p l e  
c o u l d  be l i a b l e  a t  a l a t e r  date for s o m e  of the l i a b i l i t i e s  of a 
c o r p o r a t i o n  t h a t  w e n t  bad.

B L O C K :  R e p r e s e n t a t i v e  C o w d e r y ,  I t h i n k  t h a t ' s  one of 
the p o i n t s  I a m  t r y i n g  to m a k e  is t h a t  I t h i n k  t h e r e  is a lot of 
p e o p l e  w h o  a r e  m a y b e  s l e e p i n g  in b l i s s  w i t h  r e s p e c t  to t h i s  and 
w i l l  s o m e  d a y  w a k e  u p  to the fact t h a t  t h e y  h a v e  e x p o s u r e s  they 
d i d n ' t  k n o w  t h e y  had. But that m a y  n o t  be bad. I a m  n o t  saying 
t h a t  t h e  p r o p o s i t i o n  t h a t  o f f i c e r s  a n d  d i r e c t o r s  s h o u l d n ' t  s t and 
b e h i n d  t h e i r  a c t i o n s .  T h a t  m a y b e  a v a l i d  p u b l i c  p o l i c y .  I am 
n o t  s a y i n g  it is or is not. W h a t  I a m  s a y i n g  is I d o n ' t  think 
to o  m a n y  p e o p l e  a r e  a w a r e  that t h a t ' s  w h a t  y o u ' r e  t a l k i n g  about. 
N u m b e r  one. A n d  n u m b e r  two I t h ink w e  n e e d  to go  b e y o n d  ju s t  the 
c o n s i d e r a t i o n  of do we  n e e d  m o r e  p r o t e c t i o n  for c r e d i t o r s  and 
l e s s  p r o t e c t i o n  for t h e  c o r p o r a t e  e n t r e p r e n e u r s  a n d  c o n s i d e r  wh a t  
c o u l d  be the i m p a c t  o n c e  e v e r y b o d y  u n d e r s t a n d s  t h i s  a n d  g e t t i n g  
p e o p l e  to go  i n t o  b u s i n e s s  and i n v o l v e  t h e m s e l v e s  in b u s i n e s s  
e n t e r p r i s e .  L e t  m e  a d d  one f u r t h e r  point, s i n c e  y o u  I think? 
p e r h a p s ,  s o m e w h a t  a c c i d e n t a l l y  t o u c h e d  m e  in a s o f t  s p o t  w h e n  you 
m e n t i o n e d  i n s u r a n c e .  I do not b e l i e v e  at  t h e  p r e s e n t  time, 
c e r t a i n l y  u n d e r  m o s t  o f f i c e r s  a n d  d i r e c t o r s  p o l i c i e s ,  a n d  once 
t h i s  b i l l  w e r e  c h a n g e d  I a m  c e r t a i n  t h e r e  w o u l d  be a m e n d m e n t s  to 
th e  p o l i c i e s  to ta l k  a b o u t  the e x p o s u r e  of th i s  p a r t i c u l a r  type 
of e x p o s u r e .  T h a t ' s  n o t  to say t h a t  I c a n  t e l l  y o u  w e  can ma k e  
a n y t h i n g  i n s u r a b l e .  S o m e  of the m o r e ,  I a m  l o o k i n g  a r o u n d  I 
t h i n k  J o e  y o u  w e r e  the o n l y  one w h o  w a s  h e r e  in t h o s e  days, we 
m a d e  a l o t  of u n i n s u r a b l e  things i n s u r a b l e .  A n d  t h i s  m i g h t  be 
o n e  of them. But a s  a g e n e r a l  p r o p o s i t i o n ,  I d o n ' t  t h ink it's 
c o n t e m p l a t e d  in the r i s k  that for E & 0 p r o t e c t i o n  for o f f i c e r s  
a n d  d i r e c t o r s .



U E H L I N G : T h a n k  you, Mr. C h a i r m a n .  In g o i n g  b a c k  to the 
l i a b i l i t y  q u e s t i o n  on  the d i r e c t o r s  of t h e  c o r p o r a t i o n  a n d  you 
m e n t i o n e d  a n o t h e r  p a r t y ,  the d i r e c t o r s  a n d  . . .

B L O C K :  A n d  c e r t a i n  n a m e d  o f f i c e r s .

U E H L I N G :  A n d  c e r t a i n  n a m e d  o f f i c e r s .  W h a t  a b o u t  in the 
c a s e  w h e r e  y o u  h a v e  a s i t u a t i o n  w h e r e  a c o r p o r a t i o n  is p u r p o s e l y  
b a n k r u p t  a n d  goes d o w n  the tubes, a n d  t h e n  w h e r e  is the l i a b i l i t y  
in p r e s e n t  l a w  r i g h t  n o w ?  W h o  h o l d s  t h e  l i a b i l i t y  o n  t h a t ?  Then 
t h e y  s e t  u p  a n o t h e r  c o r p o r a t i o n  a n d  t h e n  go o n  a n d  do t h i s  as a 
c h a i n  r e a c t i o n .

BL O C K :  Re p .  U e l i n g ,  y o u  m a d e  a c o m m e n t  a n d  I ' m  not 
q u i t e  s u r e  w h a t  y o u  m e a n t  by  it. I ' l l  t r y  t o  i n t e r p r e t  it w h e n  
yo u  s a i d  d e l i b e r a t e l y  b a n k r u p t ,  p u r p o s e l y  b a n k r u p t .  If y o u  are 
t a l k i n g  a b o u t  p e o p l e  w h o  v;ith i n t e n t  to d e f r a u d  c r e d i t o r s  f o r m s  a 
c o r p o r a t i o n  a n d  e i t h e r  f a i l s  to p r o p e r l y  c a p i t a l i z e  it, or 
c a p i t a l i z e s  it i n c u r s  the o b l i g a t i o n s  a n d  s t r i p s  the c a p i t a l  or 
the a s s e t s  out of it. T h e r e  are a l r e a d y  r e m e d i e s ,  the d e l i b e r a t e  
f r a u d  of a c r e d i t o r  is a l r e a d y  a c t i o n a b l e .  A n  i m p r o p e r l y  
c a p i t a l i z e d  c o r p o r a t i o n  s u b j e c t s  t h e  s t o c k h o l d e r s  of that 
c o r p o r a t i o n  to the d o c t r i n e  of p i e r c i n g  the c o r p o r a t e  v e i l  to 
r e a c h  b e h i n d  a c o r p o r a t e  s h ell a n d  g e t  at  the i n d i v i d u a l s .  So, 
if y o u ' r e  r e a l l y  t a l k i n g  a b o u t  a m a l i c i o u s  a c t  to t r y  a n d  f r aud 
the c r e d i t o r s ,  you h a v e  a l r e a d y  g o t  e x i s t i n g  ca s e  a n d  s t a t u t o r y  
l a w  to p r o t e c t  you. I t h i n k  the c o n c e r n  h e r e  is t h a t  t h i s  goes 
b e y o n d  that, a n d  w e  a r e  t a l k i n g  a b o u t  w h a t  h a p p e n s  if y o u  h a v e  a 
p r o p e r l y  c a p i t a l i z e d ,  l e g i t i m a t e l y  r u n  o p e r a t i o n  a n d  e i t h e r  at 
s o m e  p o i n t  d o w n  t h e  r o a d  t h e r e  are s o m e  s t r i p p i n g  out of a s s e t s  
or m a y b e  n o t  but s i m p l y  the c o r p o r a t i o n  is j u s t  u n s u c c e s s f u l  
b e c a u s e  of e c o n o m i c  c o n d i t i o n s  or for w h a t e v e r  o t h e r  reason. 
T h a t ' s  t h e  n e w  i m p a c t  of t h i s  bill.

U E H L I N G :  A n d  then, also, a f o l l o w  up q u e s t i o n .  The 
$ 2 5 , 0 0 0  l i a b i l i t y  q u e s t i o n ,  w h a t  a b o u t  in t h a t  case, h o w  does 
t h a t  r e l a t e  to w h a t  w e  p r e s e n t l y  h a v e  in law r i g h t  now. T h e r e  is 
not a $ 2 5 , 0 0 0  per c r e d i t o r  l i a b i l i t y  r i g h t  now, is t h a t  c o r r e c t ?

BLO C K :  W e l l ,  as I i n d i c a t e d  I t h i n k  c u r r e n t  l a w  does 
p r o v i d e  t h a t  if t h e r e  is a d e l i b e r a t e  or f r a u d u l e n t ,  y o u  know, 
f r a u d  a g a i n s t  the c r e d i t o r s ,  t h e r e  is a p r o t e c t i o n ,  but, of 
c o u r s e ,  t h e n  it is u n l i m i t e d  as to a m o u n t .  Y o u  go a f t e r  t h e m  for 
the f u l l  a m o u n t  of y o u r  o b l i g a t i o n .  For the c i r c u m s t a n c e s  th a t  I 
am  c o n c e r n e d  ab o u t ,  I d o n ' t  b e l i e v e  t h e r e  is a n y t h i n g  in the 
s t a t u t e .  T h i s  w o u l d  be the new p r o v i s i o n .  It says t h a t  these 
p a r t i c u l a r l y  s p e c i f i e d  o f f i c e r s  a n d  d i r e c t o r s  a r e  e x p o s e d  for up 
to $ 2 5 , 0 0 0  p e r  c r e d i t o r  in the e v e n t  the c o r p o r a t i o n .  Y o u  ha v e  
go t  to, a c c o r d i n g  to the s t a t u t e  t h a t ' s  p r o p o s e d  here, e x h a u s t  
the a s s e t s  of the c o r p o r a t i o n .  So i t  is n o t  r e l e v a n t  if y o u  have 
a s u c c e s s f u l  c o r p o r a t i o n .  But if the thing, the l i a b i l i t i e s
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e x c e e d  t h e  a s s e t s  a n d  y o u  p a i d  o u t  a l l  of the a s s e t s  p r o r a t a b l y  
or w h a t e v e r  o t h e r  w a y  to c r e d i t o r s  a n d  t h e r e  a r e  m o n e y s  le f t  due 
a n d  o w i n g ,  t h e n  e a c h  c r e d i t o r  w o u l d  be e n t i t l e d  to go a g a i n s t  
t h e s e  i n d i v i d u a l s  up  to  $ 2 5 , 0 0 0  a s  I r e a d  the s t a t u t e .

C O W D E R Y :  R e p .  F u rnace.

F U R N A C E :  T h a n k  you, Mr. C h a i r m a n .  I h a v e  t h r e e
q u e s t i o n s .  T h e  f i r s t  ha's to do w i t h  the s e c o n d a r y  l i a b i l i t y .  In 
y o u r  o p i n i o n ,  s h o u l d  t h a t  b e  an a v e r a g e  of $ 2 5 , 0 0 0 0  r a t h e r  t h a n  a 
per c r e d i t o r ,  is t h a t  an  a l t e r n a t i v e ?

BLOCK: W e l l ,  Rep. Fu r n a c e ,  I t h i n k  t h e  p o i n t  I ' m  m a k i n g  
is t h a t  I a m  not s u r e  the c o n c e p t  is valid, a n d  I t:.ink t h a t ' s  
w h a t  w e  w a n t  to l o o k  a t  is w h e t h e r  t h e r e  s h o u l d  be a n y  s t a t u t o r y  
e x p o s u r e  for o f f i c e r s  a n d  d i r e c t o r s  b e y o n d  o b v i o u s l y  i n  the ca s e  
t h a t  Rep. U e h l i n g  t a l k e d  about, fra u d ,  or the i n v e s t m e n t  t h a t  the 
e n t r e p r e n e u r s  p u t  i n t o  the c o r p o r a t i o n .  O n c e  y o u  get over that, 
o n c e  y o u  say it is to be the p u b l i c  p o l i c y  a n d  w h a t e v e r  it m a y
c o s t  in b u s i n e s s  i m p a c t  t h a t  w e  a r e  g o i n g  to m a k e  o f f i c e r s  a n d
d i r e c t o r s  r e s p o n s i b l e ,  t h e n  you a r e  o n l y  b a l k i n g  a b o u t  how much. 
I h a v e n ' t  r e a l l y  t h o u g h t  o u t  the r i g h t  w a y  to do that, th i s  m a y  
be as g o o d  as any.

F U R N A C E :  T h e  s e c o n d  q u e s t i o n ,  o f t e n  t i m e s  w e  say if
i t ' s  not broke, d o n ' t  fix it. In y o u r  o p i n i o n ,  is the p r e s e n t
c o d e  b r o k e ?

BLOCK: I ' v e  g o t  two a n s w e r s  to that. G u e s s  t h a t ' s  w h y  
I a m  a lawyer. O n e  a n s w e r  is no, i t ' s  n o t  b r o k e  in the s e n s e
t h a t  if y o u  look o u t s i d e  y o u  c a n  see the S t a t e  of A l a s k a  is
f i l l e d  w i t h  b u s i n e s s  e n t e r p r i s e s  th a t  a r e  o p e r a t i n g
s u c c e s s f u l l y .  C o r p o r a t i o n s  are b e i n g  f o r m e d  a n d  b u s i n e s s  g o i n g  
on all in the c o n t e x t  of our e x i s t i n g  code. So in th a t  s e n s e  I 
d o n ' t  see a b u r n i n g  n e e d  to j u m p  in a n d  c h a n g e  the law. I do 
h a v e  to a c k n o w l e d g e ,  h o w e v e r ,  t h a t  o u r  l a w  is l i k e  so m a n y  of our 
codes, w e  j u s t  k i n d  of l i f t e d  out of a n o t h e r  s t a t e  a n d  p l u n k e d  it 
in h e r e  w i t h o u t  a w h o l e  l o t  of t h o u g h t  a s  to w h a t  it m e a n s  in the 
S t a t e  of A l a s k a .  T h e r e  are a lot of t h i n g s  in our c o d e  that, y o u
know, h a v i n g  w o r k e d  w i t h  it, I f i n d  a r e  d i f f i c u l t  to i n t e r p r e t
a n d  w o r k  w i t h .  A n d  I w o u l d  say t h a t  it is a p p r o p r i a t e  t h a t  our
c o d e  be r e v i e w e d ,  m o d e r n i z e d ,  m a d e  r e l e v a n t  to t h e  e c o n o m i c
c o n d i t i o n s  in our state, so I c e r t a i n l y  d o n ' t  o p p o s e  the e f f o r t  
g o i n g  f o r w a r d .  My c o n c e r n  i s n ' t  t h a t  w e  n o t  r e v i e w  our code,
o n l y  t h a t  w e  c o n s i d e r  w h a t  the s u b s t a n t i v e  c h a n g e s  m e a n  to the 
b u s i n e s s  c o m m u n i t y .

F U R N A C E :  T h e  l a s t  q u e s t i o n ,  Mr. C h a i r m a n ,  a n d  a s k i n g  an 
o p i n i o n .  1 a g r e e  t h a t  t h i s  c o d e  r e v i s i o n  h a s  a s i g n i f i c a n t  
i m p act, p h i l o s o p h i c a l l y ,  o n  c o m m e r c e  in the S t a t e  of A l a s k a .  In 
t h a t  light, in y o u r  o p i n i o n ,  h o w  to we b e t t e r  i n v o l v e  the
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b u s i n e s s  c o m m u n i t y  in u n d e r s t a n d i n g  t h e  v a r i o u s  i m p l i c a t i o n s  of 
t h i s  b i l l ?

BL O C K :  W e l l ,  t h a t ' s  p e r h a p s  the m o s t  f a i r  q u e s t i o n  a n d  
m o s t  d i f f i c u l t  to a n s w e r .  I do k n o w  t h e r e  h a s  b e e n  a v e r y  
a f f i r m a t i v e  e f f o r t  by the c o d e  r e v i s i o n  c o m m i s s i o n  a n d  
p a r t i c u l a r l y  P r o f e s s o r  F e s s l e r  to r e a c h  o u t  a n d  e x p l a i n  t h e  
bill. I k n o w  that h e  h a s  g i v e n  a n u m b e r  of s e m i n a r s  a n d  
c o n t i n u i n g  l e g a l  e d u c a t i o n  p r e s e n t a t i o n s  to the bar, so t h a t  m o s t  
l a w y e r s  o u g h t  to be a w a r e  of it, a n d  h o p e f u l l y  l a w y e r s
r e p r e s e n t i n g  b u s i n e s s  c l i e n t s  w i l l  be p a s s i n g  t h a t  i n f o r m a t i o n  
b a c k  to t h e i r  c l i e n t s .  I do n o t  k n o w  t h a t  t h e r e  h a s  b e e n  a n
e q u a l  e f f o r t  in the n o n - b a r  b u s i n e s s  c o m m u n i t y .  Now, I a m  aw a r e ,  
for e x a m p l e ,  I saw a b u l l e t i n  i s s u e d  by the A l a s k a  S t a t e  C h a m b e r  
of C o m m e r c e  v e r y  r e c e n t l y  b r i n g i n g  the a t t e n t i o n  of its
m e m b e r s h i p  to the e x i s t e n c e  of t h i s  bill. But a s  fa*- as a l o t  of 
e d u c a t i o n ,  I a m  r e a l l y  n o t  s u r e  w h a t ' s  g o i n g  on. I h a v e  to say, 
Rep. F u r n a c e ,  the r e s p o n s i b i l i t y  of t h e  c h a m b e r s  of c o m m e r c e  a n d  
the b u s i n e s s  grou p s ,  a n d  the, y o u  m i g h t  say, the s p e c i a l  t r a d e  
a s s o c i a t i o n s  to dig in a n d  l e a r n  t h e s e  t h i ngs. I d o n ' t  k n o w  h o w  
m u c h  m o r e  the l e g i s l a t u r e  can do. I k n o w  y o u ' v e  run a d s  a n d  o n e  
t h i n g  a n d  a n o t h e r  l e t t i n g  p e o p l e  k n o w  of th i s  g o i n g  on, b u t
n o n e t h e l e s s ,  I s t i l l  t h i n k  y o u  m a y  h a v e  to r e a c h  o u t  a l i t t l e
m o r e  a n d  m a k e  sure y o u  a r e  g e t t i n g  a tr u e  s t u d y  of w h a t  the
i m p a c t  is on  the b u s i n e s s  c o m m u n i t y .  B e y o n d  t h a t  I ' m  n o t  su r e  I
c a n  g i v e  y o u  a d e f i n i t i v e  a n s wer.

F U R N A C E :  G ood. T h a n k  you, Mr. Bl o c k .  Mr. C h a i r m a n ,  I 
t h i n k  Mr. B l o c k  has m a d e  a v e r y  v a l i d  p o i n t .  P e r h a p s  w h a t  w e  
s h o u l d  do is h o l d  a t e l e c o n f e r e n c e  s p e c i f i c a l l y  w i t h  c h a m b e r s  of 
c o m m e r c e  t h r o u g h o u t  the S t a t e  of Alaska.. T h a t ' s  p r o b a b l y  o n e  of 
t he m o s t  d i r e c t  w a y s  t h a t  w e  can i n v o l v e  the b u s i n e s s  p e r s o n s .  I 
a m  c o n c e r n e d  a b o u t  th i s  h e r e  today.

C O W D E R Y :  I h a v e  one q u e s t i o n  to t o u c h  on a n d  t h e n  I'11,- 
Rep. P u s s e l l  h a s  s o m e  q u e s t i o n s  too. Y o u  t o u c h e d  o n  a n  a r e a  
t h e r e  it s e e m s  to m e  t h a t  d i r e c t o r s ,  p r e s e n t  day d i r e c t o r s  or 
p a s t  d i r e c t o r s ,  c o u l d  o b l i g a t e  a c o m p a n y  a n d  t h e n  to a p o i n t  
w h e r e  m a y b e  it p r o v e d  to be a f i n a n c i a l ,  real d i f f i c u l t  for the 
c o m p a n y ,  a n d  t h e n  the d i r e c t o r s  c o u l d  l e a v e  a n d  n e w  d i r e c t o r s  
c o m e  in. It is my u n d e r s t a n d i n g  t h a t  t h i s  b i l l  w o u l d ,  the n e w  
d i r e c t o r s  ' w o u l d  a s s u m e  l i a b i l i t i e s ,  is t h a t  y o u r  
i n t e r e p r e t a t i o n ?

B L O C K :  I ' m  n o t  su r e  t h a t  t h a t ' s  the c o r r e c t
i n t e r p r e t a t i o n .  I a m  n o t  s u r e  I c o u l d  t e l l  y o u  w h a t  the c o r r e c t  
i n t e r p r e t a t i o n  is as I re a d  the s t a t u t e .  It s a y s  is l i a b l e  f* r 
m a t e r i a l s ,  g o o d s  a n d  s e r v i c e s  p r o v i d e d  to the c o r p o r a t i o n  at ,.e 
t i m e  t h e y  w e r e  in o f f i c e .  I think, it's n o t  the e x a c t  w o r d i n g ,  
but e s s e n t i a l l y  the t h r u s t .  How t h a t  w o u l d  be i n t e r p r e t e d  in 
p r a c t i c a l  fact w h e n  g e n e r a l l y  cash f l o w  g o e s  to pay the o l d e s t
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d e b t s .  I ' m  n o t  too sure. But, ag a i n ,  t h a t ' s  o n e  of t h e  t h i n g s  
t h a t  n e e d s  to be t h o u g h t  out.

C O W D E R Y :  A  q u e s t i o n  t h a t  p o s s i b l y  a d i r e c t o r  c o u l d
o r d e r  s o m e t h i n g  t h a t  w o u l d n ' t  be d e l i v e r e d  for a y e a r  or two or 
l a t e r ,  a n d  I w a s  w o n d e r i n g  t h a t  a t  t h e  t i m e  of the d e l i v e r y  if 
t h e  l i a b i l i t y  w a s ,  t h e  c o m m i t m e n t  w a s  m a d e  e a r l i e r ,  b u t  the t i m e  
of d e l i v e r y  w o u l d  t h e  l i a b i l i t y  i n c u r  a t  t h a t  time, a n d  I w a s  
j u s t  w o n d e r i n g  if t h a t  w o u l d  b e  a g r e y  a r e a  in y o u r  o p i n i o n ?

BLOCK: W e l l ,  t h e  m o s t  I c o u l d  say to that, Rep.
C o w d e r y ,  is it w o u l d  b e  a g r e y  a rea. P r o b a b l y  i t ' s  m o r e  g r e y  in 
m y  m i n d  t h a n  it m a y  be in P r o f e s s o r  F e s s l e r ' s  or in the co d e  
c o m m i s s i o n ' s  m i nd. T h e y  m a y  b e  a b l e  to s p e c i f i c a l l y  a d d r e s s  
t hat. I ' m  n o t  s u r e  I k n o w  t h e  a n s w e r .

C O W D E R Y :  Than!; yo u .  Rep. B u s s e l l .

B U S S E L L :  T h a n k  yo u ,  Mr. C h a i r m a n .  A r e  t h e r e  m e m b e r s  of 
t h e  J u d i c i a r y  C o m m i t t e e  t h a t  w i s h  to a s k  Mr. B l o c k  a q u e s t i o n ?  
Rep. W e n d t e .

W E N D T E :  T h a n k  you, Mr. C h a i r m a n .  I g a t h e r  f r o m  your 
t e s t i m o n y  y o u  s e e m  to e m p h a s i z e  two m a i n  p o i n t s  in t e r m s  of w h a t  
y o u  c a l l  s i g n i f i c a n t  or s u b s t a n t i v e  c h a n g e s  in l e g i s l a t i o n .  O n e  
b e i n g  t h a t  t h e r e  w i l l  be s u b s t a n t i a ]  a d d i t i o n a l  l e g a l  w o r k  in 
t e r m s  of i m p a c t  on a n y  c o r p o r a t i o n  a n d  s e c o n d l y ,  y o u  p a r t i c u l a r l y  
f o c u s e d  o n  the l i a b i l i t y  b e t w e e n  c l a s s e s  of p e o p l e ,  p a r t i c u l a r l y  
th e  i m p a c t  on d i r e c t o r s .  T h o s e  a r e  the o n l y  two s i g n i f i c a n t  
c h a n g e s  in th i s  d o c u m e n t ?

B L O C K :  Oh, no, sir. T h e y  a r e  not. W h a t  I t r i e d  to do 
w a s  s o r t  of c l a s s i f y  the c h a n g e s ,  b u t  n o t  to d e l i n e a t e  them, g i v e  
s o m e  e x a m p l e s .  T h e r e  a r e  o t h e r  c h a n g e s .  A n o t h e r  v e r y  
s i g n i f i c a n t  a r e a  of c h a n g e  is the a u t h o r i t y  to p a y  d i v i d e n d s ,  to 
d i s t r i b u t e  c o r p o r a t e  a s s e t s  to the s t o c k h o l d e r s .  T h e r e  is a 
s i g n i f i c a n t  c h a n g e  in that. T h e r e  is a l s o  a s i g n i f i c a n t  c h a n g e  
w h i c h ,  i n c i d e n t a l l y ,  m a y  be an a p p r o p r i a t e  a n d  b e n e f i c i a l  change, 
I d o n ' t  know, b u t  i- n e e d s  to be t h o u g h t  out. In b r i n g i n g  the 
c o r p o r a t i o n  co d e  p r o v i s i o n s  for c l a s s i f i c a t i o n  of e q u i t y  a c c o u n t s  
m o r e  up  to the w a y  t h a t  the g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  
p r o c e d u r e s  w o u l d  c h o o s e  to h a v e  t h o s e  e q u i t y  a c c o u n t s  r e l e c t e d .  
A n d  as I s a y  t h e r e  m a y  be a b e n e f i c i a l  c h a n g e  in the c o d e  to do 
that, but it is a s i g n i f i c a n t  a n d  s u b s t a n t i v e  c h a n g e  a n d  in so 
do i n g ,  it c h a n g e s  to s o m e  d e g r e e  the p e r m i s s i b l e  o p p o r t u n i t i e s  in 
w h i c h  to d i s t r i b u t e  a s s e t s  or p r o f i t s  to s t o c k h o l d e r s .  So t h e r e  
is a s u b s t a n t i v e  c h a n g e  there. I'd h a v e  to tell y o u  t h a t  I n a v e  
n o t  c o m p l e t e l y  a n a l y z e d  t h i s  to e x a c t l y  see w h a t  the true i m p a c t  
is, b e c a u s e  I t h i n k  in o r d e r  to u n d e r s t a n d  it I n e e d  to sit do w n  
w i t h  an a c c o u n t a n t  a n d  u n d e r s t a n d  h o w  t h e y  i n t e r p r e t  it, w h i c h  I 
h a v e n ' t  d o n e  a n d  one of the t h i n g s  I t h i n k  w o u l d  be p a r t  of our
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s t u d y  in u n d e r s t a n d i n g  t h e  e c o n o m i c  i m p a c t  of this. B u t  I t h i n k  
t h a t ' s  a s u b s t a n t i v e  a r e a  I d i d n ' t  m e n t i o n  b e f o r e .

W E N D T E :  In the a r e a  of d i r e c t o r  a n d  o f f i c e r  l i a b i l i t y ,  
a r e  t h e r e  m a j o r  p r o b l e m s  in l i t i g a t i o n  in the s t a t e  r i g h t  n o w  
that h a s  e i t h e r  n o t  b e e n  a c c o m m o d a t e d  b y  the c o u r t  or i n d i c a t e  
t h e r e  is n e e d  to c o r r e c t  s t a t u t e s ?  A r e  t h e r e  m a j o r  c h a n g e s  or 
v o l u m e s  of t h ose t y p e s  o_£ c a s e s  w i t h i n  the c o u r t  s y s t e m  in A l a s k a  
r i g h t  n o w ?  I g u e s s  w h a t  I a m  t r y i n g  to g e t  a t  is it b r o k e n  . . .

BLOCK: A r e  y o u  a s k i n g  m e  a r e  t h e r e  a p l e t h o r a  of E & 0 
c a s e s  a g a i n s t  o f f i c e r s  a n d  d i r e c t o r s  in the S t a t e  of A l a s k a ?  I 
g u e s s  I ' d  h a v e  to say I d o n ' t  k n o w  w h e t h e r  t h e r e  a r e  or a r e  not. 
I a m  n o t  a w a r e  of them, b u t  t h e r e  c o u l d  w e l l  be s o m e  t h a t  I a m  
u n f a m i l i a r  with.

W E N D T E :  T h e  bar tr.rough y o u r  t a s k  f o r c e  i n d i c a t e s  t h a t  
t h e y  n e e d  m o r e  t i m e  to . . . w h e n  do y o u  e x p e c t  to c o m p l e t e
that,

B LOCK: It is m y  e x p e c t a t i o n  w e  h a v e  s c h e d u l e d  our w o r k  
a c t i v i t i e s  so w e  c o u l d  h a v e  o u r  i m p a c t  r e p o r t  b a c k  to y o u  in 
a b o u t  30 days.

W E N D T E :  Y o u  a r e  a w a r e ,  of c o u r s e ,  this b ‘11 w a s
i n t r o d u c e d  ten m o n t h s  ago i n  A p r i l  of l a s t  y e a r .  C ’ven  the 
r e s p o n s i b i l i t y  of t h e  bar to t h e i r  c l i e n t s  a n d  I g u e s s  the 
r e l a t i o n s h i p  b e t w e e n  the bar a n d  t h e  st a t e ,  t h a t  h a s  n o t  p r o v i d e d  
e n o u g h  t i m e  for r e v i e w ?

BL O C K *  I am  not, I d o n ' t  w i s h  to try to e i t h e r  e x p l a i n  
or try to a p o l o g i z e  for the r e s p o n s i v e n e s s  of the bar. I w o u l d  
h a v e  h o p e d  t h a t  the bar a s s o c i a t i o n  w o u l d  h a v e  t a k e n  a m o r e  e a r l y  
l o o k  at this, a n d  i n d e e d  t r i e d  to g e t  a b e t t e r  u n d e r s t a n d i n g  of 
it by i n v i t i n g  P r o f e s s o r  F e s s l e r  to c o n d u c t  c o n t i n u i n g  l e g a l  
e d u c a t i o n  p r o g r a m  for the b u s i n e s s  l a w  s e c t i o n  I g u e s s  i t ' s  a b o u t  
a y e a r  ago. So w e  h a v e  b e e n  s t u d y i n g  it, b u t  c e r t a i n l y  n o t  
d i r e c t i n g  it t o w a r d  l e g i s l a t i v e  a c t i o n ,  a n d  p e r h a p s  w e  s h o u l d  
h a v e  been. A s  far as our ta s k  f o r c e  is c o n c e r n e d ,  our task f o r c e  
o n l y  c a m e  in t o  e x i s t e n c e  as I s a y  a b o u t  a w eek, w e e k  a n d  a h a l f  
ago, in r e s p o n s e  to r e c o g n i t i o n  t h a t  the l e g i s l a t u r e  w a s  j u s t  now 
b e c o m i n g  c o n c e r n e d  w i t h  the bill.

W E N D T E :  Y o u  s e e m  to e n d o r s e  the c o n c e p t  of the code 
r e v i s i o n  p r o c e s s  in t e r m s  of r e v i e w i n g  the s t a t u t e s  to b r i n g  t h e m  
i n t o  c o n f o r m i t y  w i t h  the r e a l i t y  of the state. O n e  o t h e r  a c t i o n  
to th i s  b i l l  m a y  be to j u s t  d u m p  t h i s  w h o l e  t h i n g  a n d  t h e n  try 
a n d  c r a c k  i n d i v i d u a l  p r o b l e m s ,  p i e c e m e a l  , . . W o u l d  y o u  s u g g e s t  
t h a t ?
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B L O C K :  W e l l ,  I n e i t h e r  e n d o r s e  nor o p p o s e  or u n e n d o r s e  
the c o d e  r e v i s i o n  c o n c e p t .  T h a t  is a w a y  t o  m a k e  a c o m p r e h e n s i v e  
r e v i s i o n  of a m a j o r  s t a t u t e  su c h  as t h e  c o r p o r a t i o n  code. I a m  
of the v i e w  t h a t  it is p r o b a b l y  a n  a p p r o p r i a t e  t i m e  for the 
c o r p o r a t i o n s  co d e  as w e l l  as o t h e r  c o d e s  in our s t a t u t e s  to 
r e c e i v e  a w h o l e s a l e  r e v i e w ,  a n d  I a m  n o t  s u g g e s t i n g  t h a t  w e  o u g h t  
to j u s t  s c r a p  t h i s  bill. T h e r e  is a t r e m e n d o u s  a m o u n t  of w o r k  
i n v o l v e d  i n  p u t t i n g  t h i s  t o g e t h e r .  A  l o t  of v e r y  c a r e f u l  t h o u g h t  
a n d  b a l l  c o r p o r a t i o n o f  i d e a s  f r o m  n u m e r o u s  o t h e r  s t a t e s  w h i c h  
h a v e  s t u d i e d  a l o t  of t h e s e  o t h e r  i s s u e s  a n d  I d o n ' t  t h i n k  t h a t  
s h o u l d  be w a s t e d .  A n d  I a m  n o t  a r g u i n g  t h a t  w e  o u g h t  to s c r a p  
the bill, nor a m  I s u g g e s t i n g  l e t ' s  t a k e  o u t  the i m p o r t a n t  p o i n t s  
a n d  p i e c e m e a l  c h a n g e s  t h r o u g h o u t  t h e  e x i s t i n g  c o r p o r a t i o n s  code. 
It m a y  be  a p p r o p r i a t e  to s t a r t  over. My o n l y  s u g g e s t i o n  to t h i s  
c o m m i t t e e  is t h a t  t h i s  g o e s  b e y o n d  j u s t  l a n g u a g e  a n d  
o r g a n i z a t i o n a l  c h a n g e s  a n d  m o d e r n i z a t i o n ,  it m a k e s  s o m e  
s i g n i f i c a n t  s u b s t a n t i v e  c h a n g e s ,  a n d  w e  n e e d  to be c a r e f u l  t h a t  
w e  k n o w  w h a t  t h o s e  a r e  a n d  w h a t  t h e  i m p a c t  of t h a t  is b e f o r e  w e  
a d o p t  them. T h a t ' s  m y  o n l y  point.

W E N D T E :  In r e g a r d  to p r o c e s s  a n d  n e e d  for a d d i t i o n a l  
r e v i e w ,  S h o u l d  w e  s u p p o s e  that I p i c k  up  m y  c h a m b e r  of c o m m e r c e  
b u l l e t i n  Ind it m e n t i o n s  a page, a b i l l  of t h i s  m a g n i t u d e ,  150, 
160 pa g e s ,  is it l i k e l y  t h a t  t h a t  b u s i n e s s m a n  is g o i n g  to call 
h i s  a t t o r n e y  to r e v i e w ?  Is it the n o r m a l  b u s i n e s s m a n  c o r p o r a t e  
b u s i n e s s m a n  to sit d o w n  a n d  t h e n  r e l y  on h i s  a t t o r n e y  to a d d r e s s  
t h i s  i s s u e ?

B L O C K :  My s u s p i c i o n  is, Rep. W e n d t e ,  he w o u l d  p r o b a b l y  
do n e i t h e r .  He w o u l d  be o v e r a w e d  b y  the n u m b e r  of p a g e s  a n d  say 
s o m e b o d y  e l s e  m u s t  be t a k i n g  c a r e  of this. I t h ink t h a t ' s  
u n f o r t u n a t e ,  but I t h i n k  it ' s  the fact. I d o n ' t  t h i n k  y o u  can 
e x p e c t  nor do y o u  really, w o u l d  it be a p p r o p r i a t e  for the p e o p l e  
e n g a g e d  i n  b u s i n e s s  e n t e r p r i s e s  say to sit down a n d  do a c a r e f u l  
a n a l y s i s  of th i s  bill. I do t h i n k  r e ' s  i m p o r t a n t  t h a t  th e y  
u n d e r s t a n d  w h a t  the s i g n i f i c a n t ,  s u b s t a n t i v e  i m p a c t  is o n  t h eir 
b u s i n e s s ,  a n d  p e r h a p s  a d d r e s s  t h a t  in a g e n e r a l  way. B e y o n d  
that, I t h i n k  y o u  a r e  g o i n g  to h a v e  to l o o k  to the t e c h n i c i a n s  
for g u i d a n c e .

W E N D T E :  W i t h  y o u r  b a c k g r o u n d ,  for the m o s t  p a r t  a r e  
s m a l l  c o r p o r a t i o n s  in t h i s  s t a t e  a b l e  to g e t  e r r o r s  a n d  o m i s s i o n s  
i n s u r a n c e ?

BL O C K :  I w o u l d  v e n t u r e  to say t h a t  the s m a l l  the
c o r p o r a t i o n  the l e s s  n e c e s s i t y  t h e r e  is for it. 1 w o u l d  i m a g i n e  
f e w  c o r p o r a t i o n s  f e w  c o r p o r a t i o n s  e v e n  try to g e t  it, a few
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s m a l l  c o r p o r a t i o n s  try to g e t  it. It is v e r y  e x p e n s i v e  and
r e a l l y  its p r e d o m i n a n t  f u n c t i o n s  is to p r o t e c t  o f f i c e r s ,
p r i m a r i l y  d i r e c t o r s ,  o f f i c e r s  a n d  d i r e c t o r s  f r o m  a c t i o n s  b r o u g h t  
by  d i s s i d e n t  s t o c k h o l d e r s ,  a n d  g e n e r a l l y  w h e r e  y o u  h a v e  a f a m i l y  
h e l d  or m o d e s t  si z e  c o r p o r a t i o n ,  or a c o r p o r a t i o n  w i t h  p e o p l e  w h o  
k n o w  o n e  a n o t h e r ,  y o u  g e n e r a l l y  j u s t  a s s u m e  t h a t  risk.

W E N D T E :  In -your j u d g m e n t ,  w o u l d  m o s t  of the
c o r p o r a t i o n s  in t h e  s t a t e  o t h e r  t h a n  the m a j o r  c o r p o r a t i o n s  be 
a b l e  to o b t a i n  c o v e r a g e  to c o v e r  the t y p e  of l i a b i l i t y  y o u  h a v e  
a d d r e s s e d  to t h i s  l e g i s l a t u r e ?

BLOCK: W o u l d  m o s t  of t h e m  be a b l e  to? W e l l ,  I a m
t r y i n g  to f i n d  a n  a n a l o g y  to a n o t h e r  c o v e r a g e  t h a t  m a y  be u s e f u l  
h e r e .  I w o u l d  s u p p o s e  w h a t  y o u  a r e  t a l k i n g  a b o u t  h e r e  is the 
k i n d  of e x p o s u r e ,  p r o b a b l y  t h e  m o s t  a n a l o g o u s  e x p o s u r e  w o u l d  be 
s u r e t y  a n d  p e r f o r m a n c e  b o n d i n g  of c o n t r a c t o r s .  R e a l l y  w h a t  y o u  
a r e  t a l k i n g  a b o u t  is a m a n a g e m e n t  a n d  c r e d i t  risk. A n d  y o u  are 
i n d e m n i f y i n g  w h o e v e r  p r o v i d e s  the i n s u r a n c e  is i n d e m n i f y i n g  the 
i n s u r e d  t h a t  all of the b i l l s  are g o i n g  to g e t  paid. A n d  I g u e s s  
the m o s t  a n a l o g o u s  e x i s t i n g  i n s u r a n c e  w o u l d  be p e r f o r m a n c e  a n d  
p a y m e n t  b o n d i n g .  A n d  y o u  s h o u l d  be p r e t t y  f a m i l i a r  w i t h  w h o  h a s  
that, its a v a i l a b i l i t y  a n d  its c o s t s  a n d  c o m p l i c a t i o n s .  A n d  it's 
n o t  r e a d i l y  a v a i l a b l e  a n d  o n l y  c e r t a i n  p e o p l e  can get it a n d  o n l y  
a f t e r  a v e r y  l e n g t h y  q u a l i f i c a t i o n  p r o c e s s .

W E N D T E :  I h a v e  a n u m b e r  of o t h e r  q u e s t i o n s  a n d  I t h i n k
w e  are p r o b a b l y  g o i n g  to find, Mr. C h a i r m a n ,  t h a t  w i t h  all t h e s e
w i t n e s s e s  w e  are g o i n g  to c o v e r  t h e m  t o d a y  . . .

B U S S E L L :  T h a n k  you, Rep. W e n d t e .  P a r t i c u l a r l y  in l i g h t
of Mr. B l o c k ' s  s t a t e m e n t  t h a t  h e ' s  h e a d i n g  the ta s k  f o r c e  t h a t ' s
g o i n g  to gi v e  a r e p o r t  h e r e  in a few days, I t h i n k  i t ' s  u n f a i r  to 
g r i l l  h i m  too m u c h  on w h a t  the ta s k  f o r c e  m a y  or m a y  not d e c i d e  
to talk to us a b o u t  the bill. Rep. Liska.

L I S K A :  Mr. B l o c k ,  a l o t  of the q u e s t i o n s  I h a d  w e r e  
p a r t i a l l y  a n s w e r e d  by the o t h e r  c o m m i t t e e .  A s  y o u  know, n o r m a l l y  
w h e n  a p i e c e  of l e g i s l a t i o n  h a s  s t a r t e d .

VO I C E :  W e  c a n ' t  h e a r  Rep. L i s k a  h e r e  in F a i r b a n k s .

B U S S E L L :  T u r n  y o u r  m i k e  on.

LISKA: Now, Mr. Block, n o r m a l l y  w h e n  a p i e c e  of
l e g i s l a t i o n  is s u b m i t t e d  for st u d y ,  a l o t  of d i f f e r e n t  p e o p l e  
h a v e  i n p u t  i n t o  it. N o w  the w a y  I r e a d  i n t o  this here, this 
a p p a r e n t l y  is d i r e c t e d  to the s m a l l  b u s i n e s s .  Y o u  k n o w  t h e r e  is 
a $ 2 5 , 0 0 0  l i a b i l i t y  on the i n s u r a n c e  a n d  so f o r t h  . . .  My  b a s i c  
q u e s t i o n  to y o u  is, y o u  m a d e  a s t a t e m e n t  th a t  w e ' d  h a v e  to c h a n g e  
t he a r t i c l e s  of i n c o r p o r a t i o n ,  a n d  I a m  n o t  g o i n g  to a s k  you 
w h a t ' s  w r o n g  w i t h  it b e c a u s e  a n y  a t t o r n e y  can c h a n g e  the l a w  of a 
c o r p o r a t i o n  if it has to be. D i s c l o s u r e  s t a t e m e n t  is a n o t h e r
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s u b j e c t  a t o g e t h e r ,  but u s u a l l y  a p u b l i c  or b u s i n e s s m a n  p l a y s  a 
m a j o r  p a r t  in i n t r o d u c i n g  or c h a n g i n g  a n y  n e w  p i e c e  of
l e g i s l a t i o n .

In y o u r  o p i n i o n ,  w h a t  d o e s  t h i s  p i e c e  of l e g i s l a t i o n  
a c t u a l l y  do? I m e a n  is it c h a n g i n g  t h a t  m u c h  to the r a d i c a l  side 
w h e r e  it ' s  g o i n g  to m a k e  it i n o p e r a t i v e ,  or a r e  w e  so far off, 
for e x a m p l e ,  f r o m  o t h e r  s t a tes. A l o t  of la w s  are b a s e d  on 
O r e g o n  law. A  lot of t h e m  h a v e  b e e n  p u t  on us u p  here, a n d  w e  
m o r e  or l e s s  h a v e  c o p i e d  them. A r e  t h e s e  o t her s t a t e s  w o r k i n g  
u n d e r  c o n c e p t s  this b i l l  a d d r e s s e s ,  a n y  w a y s  n e a r  it?

BL O C K :  Rep. Li s k a ,  I r e a l l y  t h i n k  th a t  I w o u l d  u r g e  y o u  
to p u t  t h a t  q u e s t i o n  to P r o f e s s o r  F e s s l e r  w h o  is h e r e  this 
m o r n i n g ,  b e c a u s e  t h a t  is h i s  p r o f e s s i o n  is a n a l y z i n g  w h a t ' s  g o i n g  
on in a l l  the s t a tes, a n d  he  c a n  b e t t e r  a n s w e r  the d e g r e e  to
w h i c h  t h i s  is a d e p a r t u r e  f r o m  the n o r m  in the o t h e r  states, the 
d e g r e e  to w h i c h  o t her s t a t e s  a r e  w o r k i n g  on m a k i n g  
m o d i f i c a t i o n s .  A n d  h e  s t u d i e s  it a n d  I don't. So h e ' s  the 
b e t t e r  e x p e r t  on that. My b r i e f  r e a d i n g  of his c o m m e n t a r y ,  
h o w e v e r ,  is t h a t  t h i s  is a s u b s t a n t i v e  d e p a r t u r e  f r o m  the c u r r e n t  
s t a t e  of law in m o s t  o t her states. T h e r e  m a y  be two o t h e r
s t a t e s ,  N e w  Y o r k  a n d  C a l i f o r n i a ,  w h i c h  he s u g g e s t s  are r e t h i n k i n g  
a n d  c h a n g i n g .  But, yes, t h i s  is a s u b s t a n t i v e  d e p a r t u r e  f r o m  
w h e r e  w e  a r e  in A l a s k a  a n d  a s u b s t a n t i v e  d e p a r t u r e  f r o m  w h e r e  the 
l a w  s e e m s  to be c u r r e n t l y  in m o s t  o t h e r  states, as ne a r  as I can 
tell.

B U S S E L L :  A r e  t h e r e  q u e s t i o n s  f r o m  o t h e r  J u d i c i a r y
C o m m i t t e e  m e m b e r s  of Mr. B l o c k ?  If not, all r i g h t  . . . Rep.
K o p o n e n .

K O P O N E N :  T h a n k  you, Mr. C h a i r m a n .  O n e  q u e s t i o n  or
s u g g e s t i o n .  If the ta s k  f o r c e  w e r e  to e x a m i n e  the p r o b l e m  w i t h  
c u r r e n t  s t a t u t e s  to see w h a t  so r t  of e c o n o m i c  c h i l l i n g  e f f e c t  it 
h a s  on i n v e s t m e n t s  by p a s s i v e  i n v e s t o r s  or p e o p l e  w h o  a r e  g o i n g
to be m i n o r i t y  s t o c k h o l d e r s ,  I k n o w  t h e r e  is a t e n d e n c y  for
p e o p l e  to i n v e s t  c a p i t a l  t h a t  h a s  b e e n  c r e a t e d  in A l a s k a  a n d  
i n v e s t  t h e m  in w h a t  a r e  c o n s i d e r e d  m o r e  s t a b l e  . . . [TAPE CHANGE] 
in t o  t h a t  a n d  t h a t ' s  the p r o t e c t i o n  of the m i n o r i t y  s t o c k h o l d e r ,  
the d i s p e r s i o n  of t h e i r  a s s e t s  in this c i t y  w h e r e  s t o c k h o l d e r s  up 
to 49 h a v e  b e e n  w i p e d  o u t  by the m a j o r i t y  u n d e r  p r o c e d u r e s  w h i c h  
a r e  l e g a l  u n d e r  the c u r r e n t  c o d e  a n d  w h i c h  they felt d o n ' t  gi v e  
t h e m  s u f f i c i e n t  p r o t e c t i o n .

B U S S E L L :  Is that a q u e s t i o n  or s t a t e m e n t ?

BL O C K :  W e ll, Mr. C h a i r m a n ,  I t h i n k  Rep. K o p o n e n ' s
p o i n t s  a r e  w e l l  taken, a n d  it's not the p o s i t i o n  of the task
f o r c e  t h a t  w e  w a n t  to s h o w  y o u  all the n e g a t i v e  i m p a c t s .  W e  w a n t  
to s h o w  y o u  w h a t  the e c o n o m i c  i m p a c t s  a r e  b o t h  ways, a n d  I t h ink 
the p o i n t s  r a i s e d  by h i m  a r e  v e r y  valid.
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B U S S E L L :  A r e  t h e r e  o t h e r  q u e s t i o n s  of J u d i c i a r y
C o m m i t t e e  m e m b e r s  of Mr. B l o c k ?  If not, Mr. B l o c k ,  I'd l i k e  to 
ask y o u  j u s t  o n e  or two q u e s t i o n s  in a c o m p l e t e  a n d  o t h e r  v e i n  if 
I could, a l t h o u g h  they p e r t a i n  to this. A r e  y o u  a w a r e  of the 
.membership of the A l a s k a  C o d e  R e v i e w  C o m m i s s i o n ?

B LOCK: I c a n ' t  r e c i t e  it now. I r e v i e w e d  it at one
time. I kn o w  t h a t  o n e  of its e s t e e m e d  m e m b e r s  is here, but
b e y o n d  t h a t  I a m  n o t  su r e  I kn o w  the t o t a l  c o m p o s i t i o n  of it.

B U S S E L L :  M y  r e a s o n i n g  for a s k i n g  y o u  is t h a t  y o u  a r e  an 
a c t i v e  m e m b e r  of the A l a s k a  Bar A s s o c i a t i o n ,  a n d  t h i s  c o m m i s s i o n  
d o e s  do a v a r i e t y  of things. Are y o u  a w a r e  of o t h e r  wo r k  th a t  
t h e y  h a v e  in h a n d  r i g h t  n o w  t h a t  t h e y  a r e  d o i n g ?

BLOCK: I w a s  led to b e l i e v e  t h a t  t h e r e  w a s  a n o t h e r
p r o j e c t  t h a t  t h e y  w e r e  c o n s i d e r i n g  g e t t i n g  into, but I a m  not 
s u r e  t h e y  a r e  a c t u a l l y  w o r k i n g  on it. B e y o n d  th i s  I r e a l l y  d o n ' t  
h a v e  a s p e c i f i c  k n o w l e d g e  of the a c t i v i t i e s  t h e y  a r e  e n g a g e  in.

B U S S E L L :  W e l l ,  a g a i n  b e c a u s e  of y o u r  u n i q u e  p o s i t i o n  
a s s o c i a t e d  w i t h  the bar a s s o c i a t i o n ,  I w o u l d  t h i n k  th a t  it w o u l d  
be one of the r e s p o n s i b i l i t i e s  of the c o d e  r e v i e w  c o m m i s s i o n ,  and 
s i n c e  I a m  a m e m b e r  of th a t  g r o u p  a n d  w e  h a v e n ' t  clone a v e r y  g o o d  
job of r e a c h i n g  o u t  a n d  t e l l i n g  y o u  a n d  o t h e r s  w h a t  they are 
doing. T h e y  do h a v e  a . . .  in fact, a l m o s t  e v e r y t h i n g  they do 
s e r i o u s l y  a f f e c t s  the bar a s s o c i a t i o n .  A n d  I sm  s o m e w h a t  a shamed, 
at l e a s t  on my part, of n o t  t e l l i n g  y o u  a b o u t  it. W h a t  
c o n n e c t i o n ,  or how d o e s  the A l a s k a  Bar A s s o c i a t i o n  c o n n e c t  w i t h  
ot her states' bar a s s o c i a t i o n s ?  O b v i o u s l y ,  t h i s  p r e s e n t  review, 
or t h i s  p r e s e n t  p o r t i o n  of the r e v iew, a f f e c t s  a t t o r n e y s  th a t  
p r a c t i c e  in o ther s t a t e s .  Do e s  the A l a s k a  Bar A s s o c i a t i o n  or the 
A n c h o r a g e  Bar A s s o c i a t i o n  h a v e  a n y  c o n n e c t i o n  w i t h  bar 
a s s o c i a t i o n s  in o t h e r  s t a t e s  w h o  w o u l d  be i n t i m a t e l y  i n v o l v e d  in 
e n f o r c e m e n t  or w o r k  w i t h  the code?

BLOCK: I kn o w  of no o f f i c i a l  c o n n e c t i o n  t h a t  the A l a s k a  
Bar A s s o c i a t i o n  w o u l d  h a v e  w i t h  the bar a s s o c i a t i o n s  in o ther 
states. P e r h a p s  the m o s t  e f f e c t i v e  i n t e r s t a t e  c o m m u n i c a t i o n  
w o u l d  be t h a t  you w o u l d  e x p e c t  m o s t  of the l a w y e r s  t h a t  are in 
the b u s i n e s s  law s e c t i o n ,  for e x a m p l e ,  w h i c h  is p e r h a p s  the 
s e c t i o n  m o s t  a f f e c t e d  by this. T h e  b u s i n e s s  law s e c t i o n  of the 
A l a s k a  B a r  are u n d o u b t e d l y  a l s o  m e m b e r s  of the b u s i n e s s  or 
c o r p o r a t e  law s e c t i o n  of the A m e r i c a n  Bar A s s o c i a t i o n .  A n d  in 
that w a y  c o u l d  c o m m u n i c a t e  b a c k  a n d  f o r t h  w i t h  t h e i r  c o u n t e r p a r t s  
in o t h e r  states.

N o w  I a c t u a l l y  w o u l d  ask t h a t  y o u  a d d r e s s  th a t  to Mr. 
K e l l y  w h o  is c h a i r m a n  of the b u s i n e s s  law s e c t i o n  t h i s  year. He 
m a y  k n o w  of m o r e  c o n n e c t i o n s  w i t h  o t h e r  s t a t e s  t h a n  I a m  f a m i l i a r  
w ith.

B U S S E L L :  T h a n k  you. I d i d n ' t  m e a n  to p u t  y o u  on the



s p o t  there, I j u s t  w a n t e d  to k n o w  b e c a u s e  as y o u  w e r e  s p e a k i n g  it 
c a m e  to m y  m i n d .  A n d  t h a t ' s  w h a t  h a p p e n s ,  of c o u r s e ,  w h e n  y o u  
g e t  s e c t i o n s  of s t a t e  g o v e r n m e n t  l i k e  the c o d e  r e v i e w  c o m m i s s i o n  
t h a t  a r e  off on a tangent: of t h eir own, l a r g e l y  r e m o v e d  n o t  o n l y  
f r o m  y o u  folks, b u t  r e m o v e d  f r o m  the l e g i s l a t u r e  too. A n d  I 
p e r s o n a l l y  a m  o p p o s e d  to that ki n d  of t h i n g  a n d  t h i n k  th i s  s h o u l d  
h a v e  b e e n  a m a t t e r  d o n e  by y o u  f o l k s  w i t h  l e g i s l a t o r s  i n s t e a d  of 
t h e  v/ay is w a s  h a n d l e d .  A n d  I w i l l  i m m e d i a t e l y  a s  t h e  J u d i c i a r y  
c h a i r m a n  e m b a r k  on a p r o g r a m  of l e t t i n g  o t h e r  bar a s s o c i a t i o n s  
a c r o s s  the c o u n t r y  k n o w  w h a t ' s  h a p p e n e d  h e r e  so w e  c a n  g e t  t heir 
v e r y  v a l u a b l e  input.

C O W D E R Y :  Rep. R i n g s t a d .

R I N G S T A D :  I ' v e  g o t  a q u e s t i o n  for Mr. B l o c k  if I could,
p l e a s e .

C O W D E R Y : Yes, John, we h a v e  a b o u t  t e n  w i t n e s s e s  so if 
y o u  c o u l d  k e e p  t h a t  in mind.

R I N G S T A D :  Mr. Block, if I u n d e r s t a n d  y o u  c o r r e c t l y  in 
y o u r  s a y i n g  t h a t  y o u  feel th a t  m o s t  of th i s  i s n ' t  a real i m m i n e n t  
p r o b l e m  and w e  s h o u l d  p r o c e e d  s l o w l y  to m a k e  su r e  w e  g e t  it r i g h t  
r a t h e r  t h a n  h a v i n g  p a r t s  of t h i s  t h a t  n e e d  to be done 
i m m e d i a t e l y ?

B L O C K :  W e l l ,  I wo u l d ,  I t h i n k  Rep. B u s s e l l  sa i d
c o r r e c t l y ,  I h a t e  to p r e j u d g e  the o u t c o m e  of the task force. I 
w o u l d  say at l e a s t  for the n e x t  30 days, I'd a d o p t  t h a t  view, 
yes, sir.

R I N G S T A D :  T h a n k  you.

C O W D E R Y :  T h a n k  you, Mr. Block. Rep. W e n d t e .

W E N D T E :  A n o t h e r  q u e s t i o n  for the w i t n e s s ,  but I w o u l d  
h a v e  a q u e s t i o n  for you, Mr. C h a i r m a n .  W e  h a v e  b e e n  r e q u e s t e d  by 
the c o d e  r e v i s i o n  c o m m i s s i o n  a n d  s i n c e  the t o p i c  of o t h e r  w o r k s  
of the c o m m i s s i o n  h a s  c o m e  up, is it your i n t e n t  to n o t  p u r s u e  
the n o n p r o f i t  c o d e  r e v i s i o n ?

C O W D E R Y :  T h a t  is true. W e  h a v e  b e e n  a s k e d  to g i v e  our 
a t t e n t i o n  to th i s  a n d  t h a t ' s  our p r i m a r y  goal.

V O I C E :  For i n f o r m a t i o n  of t h o s e  p r e s e n t ,  we do h a v e
a n o t h e r  d o c u m e n t  s i m i l a r  to t h i s  on n o n p r o f i t  c o r p o r a t i o n s .  
W e ' v e  h a d  h e a r i n g s  t h r o u g h o u t  the s t a t e  a n d  t h e y  s u b s e q u e n t l y  
r e c o m m e n d e d  t h a t  w e  d r o p  t h a t  c o n s i d e r a t i o n .  But I a s s u m e  w e  can 
s e r v e  n o t i c e  t h a t  it c o m e s  back, we h a v e  m a d e  the d e c i s i o n  
a p p a r e n t l y  to n o t  p u r s u e  that, t h a t ' s  i t ' s  l i k e l y  to r a i s e  its 
h e a d  a g a i n  at s o m e  p o i n t  in time. J. a s s u m e  th a t  d o c u m e n t  w o u l d  
be a w o r k i n g  d o c u m e n t  again, a n d  it m i g h t  b e h o o v e  e v e r y o n e  h e r e  
t h a t  deal in t h a t  a r e a  to b e g i n  to lo o k  at th a t  as well.
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C O W D E R Y :  I d o n ' t  b e l i e v e  i t ' s  b e e n  r e f e r r e d  to a t  l e a s t
m y  c o m m i t t e e  yet. T h a n k  you. I'd l i k e  to ask Mr. Pa u l  K e l l y  to
c o m e  f o r w a r d .

V O I C E :  W e  h a v e  C o m m i s s i o n e r  B r o w n  here.

C O W D E R Y :  C o m m i s s i o n e r  Brown.

BR O W N :  Yes, Mr. C h a i r m a n .

C O W D E R Y :  D o e s  h e  w a n t  to t e s t i f y ,  or o b s e r v e  or w h a t ?

B R O W N :  Yes, Mr. C h a i r m a n ,  t h i s  is F r e d  Brown. I ' m  h e r e
j u s t  as a n  o b s e r v e r  as a m e m b e r  of t h e  A l a s k a  C o d e  R e v i s i o n
C o m m i s s i o n .  If a n y o n e  w i s h e s  to a d d r e s s  a n y  q u e s t i o n s  to me, m a y  
I a s s u m e  P r o f e s s o r  F e s s l e r  is a l s o  a v a i l a b l e ?

C O W D E R Y :  Yes, t h e y  a r e  in the a u d i e n c e .  C r a i g  S t o w e r s  
a n d  J o h n  A b b o t t  a n d  D a n  F e s s l e r  in the a u d i e n c e  here.

B R O W N : T h e y  a r e  p h y s i c a l l y  in J u n e a u ?

C O W D E R Y :  W e ' r e  in A n c h o r a g e .

BRO W N :  W e l l ,  I'll f i g u r e  o u t  all t h e s e  d i f f e r e n t  p l a c e s
in A l a s k a .

C O W D E R Y :  Mr. Paul Kelly.

KE L L Y :  I >;as c o n s i d e r i n g  t h e  n u m b e r  of w i t n e s s e s ,  c o u l d  
w e  go  a h e a d  a n d  t a k e  two w i t n e s s e s  a t  t h i s  t i me?

C O W D E R Y :  Yes, sure, p l e a s e  come.

KELLY: T h i s  is B r u c e  F r e n z e l  f r o m  A R CO.

B U S S E L L :  S i n c e  we  a r e  r e c o r d i n g  e l e c t r o n i c a l l y ,  th i s  
t h i n g  is b e i n g  d o n e  by t e l e c o n f e r e n c e ,  c o u l d  y o u  s t a t e  y o u  n a m e  
for t h e  r e c o r d  a n d  for t h e  c o m m i t t e e s  i n f o r m a t i o n  p r i o r  to 
p r o c e e d i n g  w i t h  r e m a r k s  on the s u b j e c t .

KE L L Y :  M y  n a m e  is Pa u l  Kelly, s p e a k i n g  this m o r n i n g  on 
b e h a l f  of the, I'm c h a i r m a n  of the b u s i n e s s  l a w  s e c t i o n  of the 
A l a s k a  B a r  A s s o c i a t i o n ,  a n d  the v i e w s  I ' m  e x p r e s s i n g  a r e  on 
b e h a l f  of t h a t  sec t i o n .

F R E N Z E L :  M y  n a m e  is B r u c e  F r e n z e l ,  a n d  I a m  an a t t o r n e y  
w i t h  A R C O  A l a s k a ,  Inc., h e r e  in A n c h o r a g e ,  r e p r e s e n t i n g  A R C O  
A l a s k a ,  Inc.

K E L L Y :  T h e  f i r s t  point, j u s t  w i t h  r e g a r d  t o  the h i s t o r y  
of the b i l l  r i g h t  h ere, I do r e c o g n i z e  the f a c t  that w e  are
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a d d r e s s i n g  t h e  i s s u e  in F e b r u a r y  of 1 9 8 4 ,  t e n  m o n t h s  a f t e r  the 
b i l l  w a s  i n t r o d u c e d ,  a n d  a c k n o w l e d g e  t h a t  m a y b e  w e  s h o u l d  h a v e  
b e e n  i n v o l v e d  e a r l i e r .  But the p o i n t  is t h a t  w e  a r e  t r y i n g  to 
p r o v i d e  t h i s  b o d y  h e r e  w i t h  t h e  i n p u t  f r o m  t h e  c l i e n t s  w e  
r e p r e s e n t ,  the s m a l l  c o r p o r a t i o n s  m a i n l y  t h e  m o m  a n d  p o p  
c o r p o r a t i o n s  a r e  a l o t  of the o n e s  I r e p r e s e n t  w h o  a r e  g o i n g  to 
be s i g n i f i c a n t l y  a f f e c t e d  w h o  d o n ' t  h a v e  an  i n - h o u s e  a t t o r n e y  or 
a t t o r n e y  on s t a f f  as a c o n s u l t a n t  o n  a r e g u l a r  ba s i s .  A n d  I a m  
t r y i n g  t o  w o r k  w i t h  t h e m  r i g h t  n o w  a n d  e x p l a i n  to t h e m  w h a t ' s  
g o i n g  on. B u t  t h e s e  a r e  t h e  p e o p l e  w h o  do n o t  h a v e  t h a t  d a i l y  
i n p u t  f r o m  an a t t o r n e y  to e x p l a i n  t o  t h e m  w h a t ' s  h a p p e n i n g ,  w h a t  
t h i s  c o d e  is g o i n g  to do to them, A n d  t h e r e  a r e  m a n y  m o r e  o u t  
t h e r e  w h o  w i l l  h a v e  t h a t  p r o b l e m ,  I think.

S e c o n d l y ,  the b i l l  a s  i t ' s  p r o p o s e d  is a n  e x c e l l e n t ,  
v e r y  w e l l  t h o u g h t  o u t  o b v i o u s l y  bill, a n d  it r e p r e s e n t s  m a n y  
i m p o r t a n t  c h a n g e s  I t h i n k  to the code. A n d  m a n y  of t h e m  a r e  
b e n e f i c i a l ,  a n d  w e  d o n ' t  w a n t  to r e p r e s e n t  to the c o m m i t t e e  t o d a y  
t h a t  w e  a r e  o p p o s e d  to the bill. T h e  p r i m a r y  p u r p o s e  of the 
b u s i n e s s  l a w  s e c t i o n  a n y w a y  in a p p e a r i n g  h e r e  t o d a y  is to r e q u e s t  
t h a t  w e  be g i v e n  a p e r i o d  of t i m e  to c o m p l e t e  a q u i c k  r e v i e w  a n d  
a n  i m p a c t  r e p o r t  so t h a t  y o u  c o u l d  h a v e  t h a t  in y o u r  f i l e  a n d  y o u  
c a n  r e f e r  to t h a t  w h e n  d e c i s i o n s  a r e  b e i n g  m a d e  at  a l a t e r  time. 
W e  a r e  n o t  h e r e  t h i s  m o r n i n g  to d e b a t e  t h e  m e r i t s  a n d  d e m e r i t s  of 
the p r o p o s e d  code. W e  a r e  n o t  in a p o s i t i o n  a t  t h i s  p o i n t  u n t i l  
w e  h a v e  c o m p l e t e d  our study. But I t h i n k  w e  s h o u l d  a d d r e s s  j u s t  
a c o u p l e  of p o i n t s  to e x p l a i n  w h y  w e  h a v e  t h i s  c o n c e r n ,  a n d  w h y  
w e  n e e d  t h i s  e x t r a  time.

W i t h  r e g a r d  to th i s  s e c t i o n  488, s e c t i o n  w h i c h  I t h i n k  
w a s  p r o p o s e d  p r i m a r i l y  to de a l  w i t h  the c o l l a p s i b l e  c o r p o r a t i o n  
p r o b l e m  for p e o p l e  w h o  a r e  s e t t i n g  u p  c o r p o r a t i o n s ,  c o n d u c t i n g  a 
b u s i n e s s  a n d  t h e n  a b s c o n d i n g  l e a v i n g  t h e  l a b o r e r s ,  m a t e r i a l m e n ,  
s u p p l i e r s  w i t h o u t  a n y  funds. T h a t  is a n  i m p o r t a n t  a s p e c t  w h i c h  I 
t h i n k  n e e d s  to be a d d r e s s e d ,  b u t  I d o n ' t  t h i n k  it n e c e s s a r i l y  
n e e d s  to be a d d r e s s e d  w h e n  w e  a r e  d e a l i n g  w i t h  the b r o a d  s p e c t r u m  
of c o r p o r a t i o n s .  W e ' r e  d e a l i n g  n o t  o n l y  w i t h  A R C O  b u t  
C o n t i n e n t a l  A i r l i n e s  t h a t  t h e y ' r e  d o i n g  b u s i n e s s  in A l a s k a ,  a n d  
the c o r n e r  g r o c e r y  s t o r e  a n d  the N a t i v e  c o r p o r a t i o n s  or a t  l e a s t  
t h e i r  s u b s i d i a r y  c o r p o r a t i o n s ,  w h i c h  a r e  n o t  N a t i v e  
c o r p o r a t i o n s .  T h e y  a r e  b u s i n e s s  m a k i n g  c o r p o r a t i o n s  a n d  so all 
of the N a t i v e  c o r p o r a t i o n s  h a v e  c e r t a i n  p r o v i s i o n s  a p p l i c a b l e  to 
them, t h e i r  p r o f i t  m a k i n g  v e n t u r e s  a r e  g o i n g  to c o m e  u n d e r  t h i s  
code. A n d  t h e y  a r e  s t i l l  g o i n g  to h a v e  the o f f i c e r s  a n d  
d i r e c t o r s  b e i n g  l i a b l e  for a c t i v i t i e s  of t h e i r  s u b s i d i a r i e s .

A n o t h e r  p o i n t  t h a t  n e e d s  to be m a d e  is tne c o m m e n t a r y  
is the c a s e  l a w  on th i s  c o d e  r i g h t  here, a n d  c o m p r i s e s  the 
a m a l g a m a t i o n  of C a l i f o r n i a  c a s e  law, M o d e l  B u s i n e s s  C o r p o r a t i o n  
Act, N e w  Y o r k  c a s e  l a w  a n d  t h e  N e w  Y o r k  Act. T h e  o n e  p o i n t  I ' d  
l i k e  to m a k e  as w e ' v e  d e v e l o p e d  it, u n d e r  t h e  p r e s e n t  c o d e  th a t  
w e ' v e  got, w e ' v e  g o t  v e r y  few c a s e s  s i n c e  s t a t e h o o d  t h a t  h a v e  
e x p l a i n e d  w h a t  a lot of the p r o b l e m s  in that law mean. T h e r e  h a s
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b e e n  a v e r y  s l i g h t  d e v e l o p m e n t  of the c a s e  law u n d e r  the p r e s e n t  
B u s i n e s s  C o r p o r a t i o n  Act. I d o u b t  if t h e r e  is g o i n g  to be a n y  
s i g n i f i c a n t  e x p a n s i o n  of c a s e  law d e v e l o p m e n t  of t h i s  n e w  
p r o p o s e d  a c t  w h e n  i t ' s  f i n a l l y  e n a c t e d .

So the p o i n t  is w e  a r e  d e v e l o p i n g  u n d e r  t h i s  n e w  
p r o p o s e d  c o d e  a n e w  b o d y  of l a w  t h a t ' s  n o t  g o i n g  to h a v e  a n y  
c o n c u r r e n t l y  d e v e l o p i n g  ca s e  law in o t h e r  j u r i s d i c t i o n s ,  w h i c h  
y o u  do h ave, a t  l e a s t  w e  a r e  a b l e  to r efer to O r e g o n  or 
W a s h i n g t o n  as h a v i n g  s o m e  s i m i l a r  c a s e  l a w  d e v e l o p m e n t .  A n d  if 
w e  w e r e  to a d o p t  the M o d e l  B u s i n e s s  C o r p o r a t i o n  A c t  r e v i s i o n s ,  
w h i c h  a r e  b e i n g  d o n e  a t  this time, if w e  w e r e  to a d o p t  t h o s e  w e  
w o u l d  t h e n  h a v e  a c o n c u r r e n t l y  d e v e l o p i n g  c a s e  l a w  in o t h e r  
j u r i s d i c t i o n s .  W h a t  w e  are d o i n g  h e r e  is w e  a r e  g o i n g  to h a v e  
u n i q u e  c a s e  law d e v e l o p m e n t  in A l a s k a  w h i c h  is, t h e r e  h a s  b e e n  
v e r y  l i t t l e  d e v e l o p m e n t  in A l a s k a  u n d e r  the p r e s e n t  A c t  anyway.

A n d  f i n a l l y ,  o n e  i s s u e  th a t  w a s  a d d r e s s e d  o n  sec. 488 
as I r e c a l l ,  t h i s  w a s  so l d  as an idea t h a t  w o u l d  p r o t e c t  
f i s h e r m e n  a n d  o t h e r  p e o p l e  d e a l i n g  s a y  w i t h  f i s h  p u r c h a s e r s .  A n d  
I do a l o t  of w o r k  out in the B a y  a n d  I u n d e r s t a n d  t h a t  p r o b l e m .  
The p r o b l e m  is t h a t  I al s o  kn o w  t h e r e  is a c o n t r a c t  p r o v i s i o n  
t h a t  a l l o w s  y o u r  c o r p o r a t i o n  to c o n t r a c t  out of l i a b i l i t y  by 
h a v i n g  a n  e x c u l p a t i o n  c l a u s e  t h a t  says w e  a r e  n o t  l i a b l e .  Y o u  
a r e  n o t  g o i n g  to h o l d  us l i a ble, t h e  o f f i c e r s  a n d  d i r e c t o r s ,  for 
t he d e b t s  of the c o r p o r a t i o n .  You can c o n t r a c t  o u t  of t h e  
l i a b i l i t y ,  a n d  I c a n  a s s u r e  y o u  w h e n  y o u ' v e  g o t  an  u n e q u a l  
b a r g a i n i n g  po w e r ,  l i k e  the f i s h e r m a n  v e r s u s  a fi s h  p u r c h a s e r .  
E v e r y  c o n t r a c t  is g o i n g  to h a v e  an e x c u l p a t i o n  c l a u s e  in it.

T h e  p r o b l e m  is t h a t  I t h i n k  the i s s u e s  p u t  f o r t h  
p r o b a b l y  w o u l d  be, or the i s s u e  m o r e  p r o p e r l y  a d d r e s s e d ,  m a y  be 
in t e r m s  of a f i s h e r i e s  b o n d  t h a t  w e  h a v e  r e a d i l y  a v a i l a b l e .  W e  
do h a v e  a p r e s e n t  f i s h e r i e s  tax b o n d  t h a t  b u y e r s  h a v e  to post, 
a n d  t h a t  c o u l d  be e x p a n d e d  if t h a t ' s  f e l t  to be the s o l u t i o n .  So 
t h e r e  a r e  o t h e r  w a y s  of p o s s i b l y  d e a l i n g  w i t h  th i s  i s s u e  t h a t  
w o u l d  n o t  a f f e c t  all the c o r p o r a t i o n s  f r o m  A R C O  d o w n  to the 
c o r n e r  g r o c e r y  store. A n d  I t h ink t h a t  t h a t ' s  s o m e t h i n g  t h a t  
a l s o  s h o u l d  be l o o k e d  at.

B u t  f i n a l l y ,  I g u e s s  the b o t t o m  l i n e  is we  w o u l d  j u s t  
l i k e  to h a v e  a n o t h e r  30 d a y s  to c o m p l e t e  our s t u d y  a n d  m a k e  s o m e  
r e p o r t  to the c o m m i t t e e .

F R E N Z E L :  G o o d  m o r n i n g ,  m y  n a m e  is B r u c e  F r e n z e l .  I am  
an a t t o r n e y  w i t h  A R C O  A l a s k a ,  Inc. I a m  a l s o  a m e m b e r  of the 
c o r p o r a t e  c o d e  r e v i s i o n  ta s k  f o r c e  r e f e r r e d  to h e r e  p r e v i o u s l y  
w i t h  t h e  b u s i n e s s  l a w  c o m m i t t e e  of the A l a s k a  Bar A s s o c i a t i o n .  I 
am  s p e a k i n g  t o d a y  on b e h a l f  of A R C O  A l a s k a ,  Inc., a w h o l l y  o w n e d  
s u b s i d i a r y  of A t l a n t i c  R i c h f i e l d  Com p a n y .

P r o p o s e d  HB 343 e n v i s i o n s  a c o m p l e t e l y  new c o r p o r a t e  
code. As  n o t e d  in the H o u s e  a n o  S e n a t e  J o i n t  J o u r n a l  S u p p l e m e n t
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No. 11, d a t e d  A p r i l  8 , 1983 , m a j o r  p o r t i o n s  of t h i s  b i l l  a r e  
" w i t h o u t  m a j o r  p r e c e d e n t  in A l a s k a  l a w . "  A n y  s u c h  m a j o r  c h a n g e s  
d e s e r v e  a d e q u a t e  ti m e  for p e r s o n s  a f f e c t e d  by th i s  b i l l  to r e v i e w  
a n d  c o m m e n t .  W e  r e c o g n i z e  t h a t  t h e  b i l l  w a s  i n t r o d u c e d  l a s t  
Ap r i l ,  b u t  h a s  l a y e d  d o r m a n t  u n t i l  now.

W e  e s p e c i a l l y  a p p r e c i a t e  t h e  h a r d  w o r k  of t h e  A l a s k a  
C o d e  R e v i s i o n  C o m m i t t e e  w h i c h  h a s  g o n e  i n t o  the p r e p a r a t i o n  r>f 

t h i s  bill, b u t  a r e  s t r o n g l y  o p p o s e d  to c e r t a i n  p o r t i o n s  of it a n d  
a r e  u n c o m f o r t a b l e  w i t h  others. A R C O  r e s p e c t f u l l y  r e q u e s t s  t h a t  
c o n s i d e r a t i o n  of th i s  bill be d e f e r r e d  for 30 d a y s  so th a t  
s p e c i f i c ,  c o n s t r u c t i v e  c o m m e n t  on the p r e c e d e n t - s e t t i n g  p o r t i o n s  
of t h i s  b i l l  can be m a d e .  W i t h  c o n s t r u c t i v e  c h a n g e s  to t , e bill, 
A R C O  m a y  be a b l e  to s u p p o r t  it.

A s  c u r r e n t l y  d r a f t e d ,  o n e  s p e c i f i c  o b j e c t i o n a b l e  
p r o v i s i o n  a l l o w s  i n d i v i d u a l  l i a b i l i t y  for c o r p o r a t e  o f f i c e r s  
w h i c h  d e s t r o y s  the b a s i c  p u r p o s e  of i n c o r p o r a t i o n  w h i c h  is to 
l i m i t  l i a b i l i t y  for c o r p o r a t e  o f f i c e r s  a n d  s h a r e h o l d e r s .  For a 
l a r g e  c o r p o r a t i o n  such as orrs, the p r o p o s e d  p r o v i s i o n  c o m b i n e d  
w i t h  the v e r y  l a r g e  n u m b e r  of c r e d i t o r s ,  w o u l d  a m o u n t  to 
c o m p l e t e l y  u n l i m i t e d  l i a b i l i t y  for a few of our h i g h  level 
e m p l o y e e s .  S u c h  a p r o v i s i o n  is a l s o  l i k e l y  to be the m o r e  
o n e r o u s  for s m a l l  or c l o s e l y  h e l d  c o r p o r a t i o n s .

W e  w i l l  c o m m i t  o u r s e l v e s  to r e c o m m e n d  s p e c i f i c  l a n g u a g e  
c h a n g e s  to m a k e  the b i l l  a c c e p t a b l e .  U n l e s s  c o n s i d e r a t i o n  .s 
d e f e r r e d ,  h o w e v e r ,  w e  m u s t  s t r o n g l y  o p p o s e  the bill as d r a f t e d .

C O W D E R Y :  T h a n k  you. If t h a t ' s  p r e p a r e d  t e s t i m o n y ,
c o u l d  y o u  m a k e  t h a t  a v a i l a b l e  for the c o m m i t t e e .  A n y  q u e s t i o n s  
of the w i t n e s s ?  I w o u l d  li k e  to t o u c h  on P a u l ' s  a r e a  of 
f i s h e r m e n ,  or in the f i s h i n g  i n d u s t r y  it w o u l d  s e e m  to me  th a t  a 
c o r p o r a t i o n  c o u l d  h a v e  m a n y  v e r y  q u i c k  l i a b i l i t i e s  a n d  if the 
r u n s  a r e  h e a v y  c o u l d  c r e a t e  so m e  p r o b l e m s ,  if t h a t  w a s  w h a t  y o u  
w e r e  a l l u d i n g  to, the $ 2 5 , 0 0 0  l i m i t  c o u l d  g e t  v e r y  small. T h e  
a g g r e g a t e  of l i m i t s  c o u l d  a c t u a l l y  g e t  v e r y  large, if I 
u n d e r s t o o d  w h a t  y o u  w e r e  saying. B a s i c a l l y ,  t h a t  p o s s i b i l i t y  . .

KELLY: W e l l ,  u nder the p r e s e n t  b i l l  r i g h t  n o w  it's 
$ 2 5 , 0 0 0  per c r e d i t o r  so it ' s  a n  u n l i m i t e d  l i a b i l i t y  in the s e n s e  
t h a t  o n e  c o m p a n y  I d e a l t  with, we  h a v e  200 f i s h e r m e n  d e l i v e r i n g .  
I w a s  r e p r e s e n t i n g  the f i s h e r m e n  on t h a t  j o i n t  v e n t u r e .  S o  i t ' s  
200 t i m e s  $25 , 0 0 0 ,  if t h e y  c a u g h t  t h a t  m uch. But s p e a k i n g  o r 

s a l m o n  s e a s o n ,  t h a t  w o u l d  not be that u n u s u a l .

It ' s  an u n i n s u r a b l e  risk, I think. A c c o r d i n g  to Mr. 
B lock, h e  w a s  a l l u d i n g  to it a s  a p e r f o r m a n c e  bond, h i s  a n a l o g y .  
To m e  it w o u l d  be an u n i n s u r a b l e  risk. I c a n n o t  i m a g i n e  an 
i n s u r a n c e  c o m p a n y  u n l e s s  t h e y  p u t  l i m i t s  on the risk. O b v i o u s l y ,  
t h e y ’d h a v e  to. Y o u  w o u l d  h a v e  an u n i n s u r a b l e  r i s k  b e c a u s e  y o u  
w o u l d  h a v e  an u n k n o w n  l i a b i l i t y ,  d e p e n d i n g  on h o w  l a r g e  yo u r
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c o m p a n y  is. A n  e l e c t r i c  c o m p a n y  w h i c h  h a s  a lot of c o n t r a c t s ,  an 
e n g i n e e r i n g  c o m p a n y  w h i c h  h a s  t r e m e n d o u s  p o t e n t i a l  l i a b i l i t y  
r e g a r d i n g  the p r o j e c t s  t h e y  a r e  d e a l i n g  w i t h .

So to m e  I t h i n k  it w o u l d  be  t e c h n i c a l l y  a n  u n i n s u r a b l e  
risk. A n d  it w o u l d  a f f e c t  the m o m  a n d  p o p  b u s i n e s s e s  a l l  the w a y  
u p  to ARCO. And, a g a i n ,  w h e n  y o u ' v e  g o t  t h i s  u n e q u a l  b a r g a i n i n g  
power, w h e n  y o u ' v e  g o t  a b i g  c o m p a n y  t h a t  can t e l l  its s u p p l i e r s  
y o u ’re g o i n g  to de a l  w i t h  us, w e ' r e  n o t  g o i n g  to h a v e  l i a b i l i t y .  
But the p e o p l e  on  t h e  o t h e r  end, the s u p p l i e r s  a r e  g o i n g  to get 
s t u c k  for the p e o p l e  f u r t h e r  d o w n  t h e  l i n e  b e c a u s e  t h e y  a r e  not 
in the s a m e  b a r g a i n i n g  p o s i t i o n .  frhey c a n n o t  i m p o s e  t hese 
c o n d i t i o n s  b e c a u s e  t h e y  n e e d  the b u s i n e s s  to c o n t i n u e  in 
b u s i n e s s .

So t h e s e  a r e  a l l  p r o b l e m s  t h a t  n e e d  to be d e a l t  with, 
a n d  I h a t e  to g e t  s i d e  t r a c k e d  by t h i s  c n e  i s s u e  b e c a u s e  3 t h i n k  
t h e r e  are a lot of o t h e r  i s s u e s  in the bill, too.

C O W D E R Y :  I j u s t  w a n t e d  to b r i n g  t h a t  o n e  p o i n t  up.
Rep. F u rnace.

F U R N A C E :  T h a n k  you, Mr. C h a i r m a n .  In y o u r  o pinion,
s h o u l d  the s e c o n d a r y  l i a b i l i t y  be 9 2 5 , 0 0 0  a g g r e g a t e  as opposed, to 
per c r e d i t o r ?

KELLY: If t h a t  w a s  the o n l y  p o s i t i o n  left, I'd say
yes. I think, y o u  know, w h a t  I'm l o o k i n g  at r i g h t  n o w  is w h a t  
e s s e n t i a l l y  y o u ' d  be d o i n g  if y o u r  c o r p o r a t e  o f f i c e r s  and 
d i r e c t o r s  w o u l d  be s u r e t i e s  for the c o r p o r a t i o n  d e b t  of 9 2 5,000. 
M a y b e  the p o s s i b i l i t y  w o u l d  be to r e q u i r e  a m i n i m u m  f u n d i n g  of 
925,000. M i n i m a l  c a p i t a l i z a t i o n .  T h a t  m i g h t  be a n o t h e r  
p o s s i b i l i t y .  So a t  l e a s t  y o u  w o u l d  h a v e  a c o r p o r a t i o n  w i t h  a 
m i n i m u m  c a p i t a l i z a t i o n  of 92 5 , 0 0 0 .  M a y b e  t h a t ' s  a n  issue, w o u l d  
th a t  a f f e c t  y o u r  s m a l l  m o m  a n d  p o p  c o r p o r a t i o n s  t h a t  a r e  tr y i n g  
to s t a r t  up  a n d  t h e y  just w a n t  to s t a r t  a l i t t l e  p r i n t i n g
b u s i n e s s  down the road, or they w a n t  to.

T h e r e ' s  a l o t  of s m a l l  b u s i n e s s e s  w i t h  l i a b i l i t y ,
in i t i a l  l i a b i l i t y ,  that w o u l d n’t s e e m  to be t h a t  m u ch. A n d  th e y  
w a n t  to s t a r t  a m i n i m a l  i n v e s t m e n t  p r o g r a m  to see, y o u  k n o w  it's 
an e n t r e p r e n e u r s h i p  t h a t  Mr. B l o c k  w a s  a l l u d i n g  to e a r l i e r .

F U R N A C E :  You i n d i c a t e d  p e r h a p s  a m i n i m u m  c a p i t a l i s a t i o n  
of the c o r p o r a t i o n  at 925 , 0 0 0 .  It d o e s n ' t  a p p e a r  to p r o p e r l y  
a d d r e s s  the q u e s t i o n .  T h e  q u e s t i o n  is, h e r e t o f o r e ,  w e  h a v e
c o n s i d e r e d  t h e r e  b e i n g  a l i m i t e d  l i a b i l i t y  of c o r p o r a t e
of f i c e r s .  A n d  y o u ' r e  i n d i c a t i n g  t h a t  u n d e r  the p r e s e n t  bill, the 
l i a b i l i t y  is u n c e r t a i n .  T h e r e  is no  l i m i t  o n  it. It a p p e a r s  
t h ere s h o u l d  be s o m e  e f f o r t  to a t  l e a s t  c a p  t h a t  in c o m e  way. 
Put a d o l l a r  f i g u r e  so as to m a k e  it p r e d i c t a b l e .  Or, if no 
m o re, at l e a s t  m a k e  it i n s u r a b l e .  T h a t ' s  w h y  my t h i n k i n g  w a s  to 
h a v e  at l e a s t  a n  a g g r e g a t e  a m o u n t  of s e c o n d a r y  l i a b i l i t y  t h a t  is
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c e r t a i n  a n d  p r e d i c t a b l e  as o p p o s e d  to h a v i n g  it u n l i m i t e d  a l l  the 
w a y  t h r o u g h .  T h a t  w o u l d  be the m a j o r  c o n c e r n .

KELLY: I ' d  say, yes, y o u  know, t h a t  a g a i n  if the p u b l i c  
p o l i c y  is g o i n g  to be a d o p t e d  t h a t  w e  a r e  g o i n g  to m a k e  c o r p o r a t e  
o f f i c e r s  a n d  d i r e c t o r s  l i a b l e  for c o r p o r a t e  a c t i v i t i e s .  If 
t h a t ' s  the p u b l i c  p o l i c y  c h a n g e  w e  w a n t  a t  t h i s  p o i n t  b e y o n d  w h a t  
our p r e s e n t  ca s e  law says, t h e r e  is a p r e s e n t  c a s e  law l i a b i l i t y
that g o e s  t h r o u g h  t h e  c o u r t s .  It's g o i n g  to t a k e  e x t e n s i v e
l i t i t g a t i o n ,  a n d  I ' m  a w a r e  of a l l  t h o s e  p r o b l e m s .  B u t  a s i d e  f r o m
that, if our p u b l i c  p o l i c y  c h a n g e  is g o i n g  to be w e  are g o i n g  to
h a v e  a $ 2 5 , 0 0 0  s u r e t y  b o n d  by the o f f i c e r s  a n d  d i r e c t o r s  f r o m  now
on then, yes, t h a t  w o u l d  be m u c h  m o r e  p a l a t a b l e  t h a n  an
u n l i m i t e d ,  u n k n o w n  l i a b i l i t y .

C O W D E R Y :  Rep. U e h l i n g .

U E H L I N G :  T h a n k  you, Mr. C h a i r m a n .  I k n o w  y o u  t a l k e d  
a b o u t  C a l i f o r n i a  c a s e  l a w  a n d  a l s o  N e w  Y o r k  c a s e  law. A n d  if 
this code r e v i s i o n  w e r e  p a s s e d  a n d  b e c o m e s  p a r t  of the s t a t u t e s ,  
h o w  do y o u  feel, d o n ' t  y o u  f e e l  t h a t  y o u  c a n  t a k e  p r e c e d e n t  on 
o t h e r  s t a t e s  as far as h o w  t h e y  f o l l o w e d  t h e  s a m e  so r t  of 
a p p r o a c h  t h a t  w e  h a v e  in A l a ska, as far as  o t h e r  c a s e  l a w  in 
o t h e r  s t a tes. Y o u  s a i d  y o u  h a d  to h a v e  a new, t h i s  w o u l d  be a 
new p r e c e d e n t ,  a n d  it w o u l d  be a w f u l l y  d i f f i c u l t  to be a b l e  to 
g u a g e  it b e c a u s e  y o u  n e v e r  h a d  t h i s  k i n d  of n e w  e f f ect.

KE L L Y :  Yes, d e f i n i t e l y  y o u  w o u l d  be a b l e  to r e fer to
o t h e r  j u r i s d i c t i o n s  w h o  h a v e  a s i m i l a r  s t a t u t e  a n d  try an 
a n a l o g i z e  t h e r e  a n d  say, w ell, l o o k  w h a t  t h e y  d i d  over h e r e  in 
C a l i f o r n i a .  Yes, t h e r e  w o u l d  be t h a t  c a p a b i l i t y  a l l  the time.
B u t  I a m  s a y i n g  th a t  a g a i n  A l a s k a  is a m a l g a m a t i n g  t h i s  c a s e  law 
from at l e a s t  t h r e e  b o d i e s  of c a s e  law. C a l i f o r n i a ,  New Y o r k  a n d  
the M o d e l  Act. A n d  I a m  s a y i n g  t h a t  m a y b e  w e  o u g h t  to look, a 
p o s s i b i l i t y  w e  a r e  g o i n g  to e x p l o r e  is m a y b e  a d o p t i n g  the 
p r o v i s i o n s  of the M o d e l  Act, w h i c h  h a s  i t s  own c o m m e n t a r y  a n d  
w h i c h  w i l l  be d e v e l o p i n g  in o t h e r  j u r i s d i c t i o n s  t h a t  a r e  a d o p t i n g  
the M o d e l  A c t  at the sa m e  time. I a m  s a y i n g  y o u ' d  h a v e  a g r e a t e r  
d e v e l o p i n g  c a s e  law a l o n g  t h o s e  lines.

V O I C E :  C a n  y o u  h e a r  me, A n c h o r a g e ?

C O W D E R Y ;  Yes, w e  can he a r  you. Go ahead.

U E H L I N G :  A n o t h e r  f o l l o w  up q u e s t i o n .  If, in fact, w e  
w e r e  to c l e a n  up th i s  l i a b i l i t y  s e c t i o n ,  a n d  c o n s i d e r i n g  t h a t  the 
p r e s e n t  c o d e  is in m a n y  p e o p l e ' s  terms, a m b i g u o u s ,  do y o u  fe e l  
th a t  if t h i s  p a r t i c u l a r  s e c t i o n  w a s  c l e a n e d  u p  t h a t  y o u  w o u l d  
ha v e  no p r o b l e m  w i t h  the rest of the c o d e ?

KELLY: Y o u  ask a l a w y e r  a q u e s t i o n  like t h a t ?  W e  just 
n e e d  our 30 days. A n d  to be h o n e s t  w i t h  you, I ’ve r e a d  t h r o u g h  
the Act. I' v e  t r i e d  to u n d e r s t a n d  a lot of the p r o v i s i o n s .  I see



s o m e  e x c e l l e n t  c h a n g e s ,  r e a l l y  w e l l  t h o u g h t  out c h a n g e s .  A n d  I 
t h i n k  w e  s h o u l d  a d o p t e  t h e m  t o d a y ,  b u t  t h e r e  a r e  o t h e r  t h i n g s  
t h a t  d e f i n i t e l y  w e  n e e d  to h a v e  f u r t h e r  c o n s i d e r a t i o n  a n d  i n p u t  
f r o m  a l a r g e r  s e g m e n t  of th c o m m u n i t y .

W e  h a v e  a t t o r n e y s  h e r e  r e p r e s e n t i n g  i n s u r a n c e  
c o m p a n i e s ,  banks, m o m  a n d  p o p  g r o c e r y  s t o r e s ,  f i s h e r m e n ,  o i l  
c o m p a n i e s ,  a n d  to g e t  the i n p u t  f r o m  t h i s  b r o a d e r  b a s e  m i g h t  be 
h e l p f u l  a t  t h i s  p o i n t .  '

C O W D E R Y :  A n y  m o r e  q u e s t i o n s  of t h e  H o u s e  C o m m i t t e e ?
Rep. B u s s e l l .

B U S S E L L :  T h a n k  you, Mr. C h a i r m a n .  A r e  t h e r e  q u e s t i o n s  
of J u d i c i a r y  C o m m i t t e e  m e m b e r s ?  Rep. M a l o n e .

M A L O N E :  T h a n k  yo u ,  Mr, C h a i r m a n .  So far it s e e m s  like 
m o o t  of the t e s t i m o n y  w e ' v e  h e a r d  h a s  f o c u s e d  o n  t w o  p o i n t s .  O n e  
of w h i c h  is th i s  30 days, a n d  I ' d  l i k e  to a s k  of p e o p l e  w h o  a r e  
t e s t i f y i n g  now, is 30 days, w h e n  do y o u  e n v i s i o n  the s t a r t i n g  a n d  
w h e n  do y o u  e n v i s i o n  it e n d i n g ?  A s  Mr. W e n d t e  p o i n t e d  out, the 
bi l l  h a s  b e e n  i n t r o d u c e d  in t h e  l e g i s l a t u r e  for, w e l l ,  h e  s a i d  
t e n  m o n t h s .  I'd say c l o s e  to a y e a r ,  b u t  I c a n  u n d e r s t a n d  it 
b e c a u s e  the c o m m i t t e e  is s e r i o u s l y  g e t t i n g  w o r k  on  it, it's 
g e t t i n g  p e o p l e ' s  a t t e n t i o n .  tfhen do y o u  e n v i s i o n  t h i s  30 d a y s  
w o u l d  be c o m p l e t e d  a n d  t h i s  tu s k  f o r c e  r e p o r t  w o u l d  be f i n i s h e d ?  
Is t h e r e  a s p e c i f i c  d a t e  w e  a r e  l o o k i n g  at, or 30 d a y s  f r o m  
w h e n e v e r  y o u  s t a r t  on it?

KELLY: W e l l ,  w e ' v e  a l r e a d y  s t a r t e d .  W e  h a d  our
o r g a n i z a t i o n a l  m e e t i n g  y e s t e r d a y  m o r n i n g  at  seven, in fact. Mr. 
B l o c k  c a l l e d  it. I'd s a y  by the e n d  of M a r c h  w e ' l l  h a v e  the
r e p o r t  in y o u r  h a n d s .  T h a t ' s  our g o al. W e  w a n t e d  to g i v e  the
c o m m i t t e e  a p a l a t a b l e ,  yCw. know, s o m e t h i n g  t h e y  c o u l d  a c c e p t .  
A n d  I t h i n k  30 days, by t h e  e n d  of M a r c h ,  y o u ' l l  h a v e  a w r i t t e n  
r e p o r t  in y o u r  hands. A n d  I h o p e  t h a t  d o e s n ' t  c a u s e  a n y  p r o b l e m s  
w i t h  y o u r  c o n c e r n s  a b o u t  t h i s  bill, g e t t i n g  it p a s s e d  th i s  year.

M A L O N E :  I t h i n k  t h a t  w i t h  the a d d i t i o n a l  3 0 d a y  d e l a y  
t h a t  the l i k e l i h o o d  of the l e g i s l a t i o n  be a d o p t e d  by the
l e g i s l a t u r e  t h i s  y e a r  is, s t a r t s  to b e c o m e  v e r y  remote. 
N o n e t h e l e s s ,  I'd s t i l l  l i k e  to h a v e  t h e  i n f o r m a t i o n ,  a n d  if we  
c o u l d  h a v e  it by the e n d  of March, it m i g h t  w e l l  be w o r t h  w a i t i n g  
for.

B U S S E L L :  A r e  t h e r e  o t h e r  q u e s t i o n s  or c o m m e n t s  by o t her 
J u d i c i a r y  C o m m i t t e e  m e m b e r s h i p ?

K O P O N E N :  Q u e s t i o n  f r o m  F a i r b a n k s ,  o n e  q u e s t i o n .  A R C O  
A l a s k a .  W h e r e  is A R C O  A l a s k a  a n d  its a f f i l i a t e  c o r p o r a t i o n  
o r g a n i z e d ?  W h a t  s t a t e ?

F R E N Z E L :  A R C O  A l a s k a ,  Inc. is a D e l a w a r e  c o r p o r a t i o n ,
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a n d  A t l a n t i c  R i c h f i e l d  C o m p a n y  is a P e n n s y l v a n i a  c o r p o r a t i o n .

B U S S E L L :  A r e  t h e r e  f u r t h e r  q u e s t i o n s  of o t h e r  p e o p l e
w a n t i n g  to ta l k  on the n e t w o r k  t h a t  a r e  h e r e  to d a y .  If not, I 
w o u l d  l i k e  to a s k  b o t h  of y o u  j u s t  a b r i e f  q u e s t i o n .  H o w  l o n g  
h a v e  e a c h  of you b e e n  in A l a s k a ?

F R E N Z E L :  I ' v e  b e e n  in A l a s k a  a l m o s t  t h r e e  y e a r s .

KE L L Y :  C o n t i n u o u s l y  s i n c e  '76.

B U S S E L L :  H a v e  e i t h e r  of y o u  a s k e d  or h a d  c o n v e r s a t i o n s  
w i t h  a n y b o d y  in the l e g i s l a t u r e  to b r i n g  a b o u t  t h i s  t y p e  of
c h a n g e  in the c o r p o r a t i o n  law, or ask a n y  m e m b e r  of the
l e g i s l a t u r e  to s u b m i t  l e g i s l a t i o n  c h a n g i n g  c o r p o r a t e  l a w ?

KELLY: I, m y s e l f ,  no.

F R E N Z E L :  No, w e  h a v e  not.

B U S S E L L :  H a v e  e i t h e r  one of y o u  b e e n  a w a r e  of the co d e
r e v i e w  c o m m i s s i o n ' s  w o r k  o n  t h i s  d o c u m e n t ,  or on  t h i s  or a n y
o t h e r  w o r k  t h a t  the c o d e  r e v i e w  c o m m i s s i o n  d o e s ?

K ELLY: I h e a r d  a b o u t  it l a s t  y e a r  on t h i s  p a r t i c u l a r  
bill r i g h t  here. A n d  t h e n  in F e b r u a r y  I g o t  a c a l l  e x p l a i n i n g
that t h e r e  w a s  a g o a l  th i s  y e a r  I g u e s s  to p a s s  t h i s  bill. A n d
s i n c e  t h a t  time, in o t h e r  w o r d s ,  I ' m  e x p l a i n i n g  m y  u n d e r s t a n d i n g  
a n y w a y  of w h a t  h a p p e n e d .  A n d  t h a t ' s  w h e n  I c a l l e d  Mr. B l o c k  a n d  
s a i d  w e  h a v e  an o b l i g a t i o n  I t h i n k  to p r o v i d e  the c o m m i s s i o n
i t s e l f  w i t h  s o m e  t y p e  of i n p u t  r i g h t  a w a y  if t h e y  a r e  g o i n g  to 
p a s s  th i s  t h i n g  t h i s  y e ar.

F R E N Z E L :  I w a s  a w a r e  l a s t  y e a r  t h a t  the r e v i s i o n  of the
c o r p o r a t e  c o d e  w a s  p r o p o s e d .  I w a s  not a w a r e  of the
d i r e c t o r / o f f i c e r  l i a b i l i t y  issues.

B U S S E L L :  Do e i t h e r  or b o t h  of y o u  kn o w  a b o u t  t h e  o t h e r  
w o r k  t h a t  the c o d e  r e v i e w  c o m m i s s i o n  is d o i n g  r i g h t  n o w  w i t h  
r e g a r d  to o t h e r  c o r p o r a t e  law t h a t  is c o n t a i n e d  in s t a t u t e ,  i.e., 
the n o n p r o f i t  p a r t  a n d  the c o o p e r a t i v e  c o r p o r a t i o n s .

KELLY: I a m  g e n e r a l l y  a w a r e  t h a t  t h e r e  a r e  p r o p o s e d
co d e  r e v i s i o n s  to b o t h  of t h o s e  areas.

F R E N Z E L :  A n d  I w a s  not.

B U S S E L L :  T h a n k  you, g e n t l e m e n .  I a l m o s t  h a v e  to
a p o l o g i z e  to b o t h  of you, too. I' v e  b e e n  v e r y  i n a c t i v e  for th i s  
la s t  year. I d o n ' t  p e r s o n a l l y  a t t e n d  a n y  of the m e e t i n g s ,  b u t  I 
do h a v e  s t a f f  t h a t  g o e s  to them. As a l e g i s l a t i v e  m e m b e r ,  if I 
d o n ' t  h a v e  a n y  o t h e r  p a r t  of the t h i n g  I s h o u l d  be t e l l i n g  p e o p l e  
a b o u t  w h a t  t h e y ' r e  doing. I a m  a s h a m e d  of my  p a r t  of it. T h a n k
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you.

KELLY: L e t ' s  h o p e  w e  c a n  a l s o  c a t c h  u p  a n d  a s s i s t  y o u  
in p r o v i d i n g  i n p u t  o n  this.

W E N D T E :  Mr. C h a i r m a n .

C O W D E R Y :  Rep. -Wendte.

W E N D T E :  A g a i n ,  to c l a r i f y  the p o i n t  on the o t h e r  w o r k  
of the c o m m i s s i o n .  T h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  d o e s  h a v e  HB 
437 in it d e a l i n g  w i t h  the n o n p r o f i t  c o d e  r e v i s i o n .  A n d  it h a s  
g o n e  f r o m  the c o m m i s s i o n  to the l e g i s l a t u r e .  It w a s  i n t r o d u c e d  
e i g h t  m o n t h s  ago, in J u n e  of l a s t  y e a r .  A n d  t h a t ' s  t h e  b i l l  I 
w a s  r e f e r r i n g  to, a l t h o u g h  t h e  c h a i r m a n  d i d n ' t  s e e m  to r e c a l l  w e  
h a d  t h a t  c o m m i t t e e .  But t h a t  is a n o t h e r  p i e c e  of l e g i s l a t i o n ,  
a n d  I w o u l d  ask, a l t h o u g h  it ' s  c l e a r l y  n o t  g o i n g  to g o  a n y w h e r e  
t h i s  y e a r ,  it p r o b a b l y  w o u l d  be g o o d  for y o u  to k e e p  in c o n t a c t  
w i t h  w i t h  c o m m i s s i o n  or g e t  a c o p y  of t h a t  bill. A g a i n  i t ' s  437 
in the Ho u s e ,  a n d  b e g i n  a r e v i e w  of that, so w e ' r e  n o t  c a u g h t  in 
a s i m i l a r  s i t u a t i o n  n e x t  year.

K ELLY: I ' d  l i k e  to t h a n k  t h e  r e s p e c t i v e  c o m m i t t e e s  for 
t h e i r  i n t e r e s t ,  a n d  w e  h o p e  to be a b l e  to be  a b e t t e r  s o u r c e  of
i n f o r m a t i o n  a n d  c o o p e r a t e  b e t t e r  w i t h  y o u  in the f u t u r e .  T h a n k
you.

C O W D E R Y :  T h e  n e x t  one, w i t n e s s  up, Mr. J a c k  T h o m p s o n .

T H O M P S O N ;  Yes, my n a m e  is J a c k  T h o m p s o n .  I'm the v i c e  
p r e s i d e n t  of A i r  V a n  L i n e s  a n d  the s e c r e t a r y - t r e a s u r e r  of 
C r a f t s m a n  A s s o c i a t e s ,  Inc. One of the f e w  p e o p l e  h e r e  t o d a y
t h a t ' s  p r o b a b l y  n o t  an  a t t o r n e y ,  so I ' l l  try to k e e p  m y  r e m a r k s
s hort. I ' m  i n v o l v e d  w i t h  two c o m p a n i e s .  O n e  is a f a i r l y  g o o d  
s i z e d  m o v i n g  c o m p a n y  a n d  the o t h e r  is a s m a l l  f u r n i t u r e  r e p a i r  
b u s i n e s s .  So c o n t r a r y  to w h a t  s o m e b o d y  said, I r e a d  t h e  w h o l e  
bill, a n d  b e i n g  a n o n a t t o r n e y ,  I d i d n ' t  u n d e r s t a n d  m o s t  of it.

H o w e v e r ,  I d i d  r e a d  c a r e f u l l y  sec. 488 b e c a u s e  s o m e  
f r i e n d s  cf m i n e  h a d  m e n t i o n e d  it to me, A n d  I g u e s s  I ' d  h a v e  to
a g r e e  w i t h  Mr. B l o c k  in o n e  r e s p e c t  t h a t  t h i s  w o u l d  be a p u b l i c
p o l i c y  p h i l o s o p h y  p o s i t i o n .  It's e i t h e r  g o i n g  to be or it ' s  n o t  
g o i n g  to be. I p e r s o n a l l y  b e l i e v e  th a t  o f f i c e r s  of c o r p o r a t i o n s  
s h o u l d  h a v e  s o m e  k i n d  of r e s p o n s i b i l i t y ,  f i s c a l  r e s p o n s i b i l t y  for 
t h e i r  c o r p o r a t i o n s .

In E u r o p e  y o u ' v e  got, in s o m e  c o u n t r i e s ,  y o u ' v e  g o t  two 
k i n d s  cf l i m i t e d  l i a b i l i t y  c o r p o r a t i o n s .  S o m e  w h e r e  y o u  h a v e  no
l i a b i l i t y  like w e  do h e r e  a n d  s o m e  w h e r e  y o u  h a v e  s o m e
l i a b i l i t y .  So I'm n e t  s u r e  h o w  to a d d r e s s  the i d e a  chat. Mr. 
F u r n a c e  h a s  m e n t i o n e d  a b o u t  the, as an a g g r e g a t e .  T h a r  m i g h t  be 
an idea. B u t  I c e r t a i n l y  think th a t  t h e r e  s h o u l d  be s o m e t h i n g  in 
t h e r e  to m a k e  p e o p l e  t h i n k  t wice b e f o r e  t h e y  do c e r t a i n  t h i n g s
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