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is n o t  c a r r i e d  f o r w a r d  h e r e .  It is p o s s i b l e  to f o r m  a 
c o r p o r a t i o n  in A l a s k a  .which is e v e r y  bit as s t r a i g h t l a c e d  as a 
c o r p o r a t i o n  m a n d a t e d  u n d e r  C a l i f o r n i a  law. T h a t  is a v a l u e  
j u d g m e n t  t h a t  c i t i z e n s  c a n  m a k e .  It is n o t  a v a l u e  j u d g m e n t  t h a t  
t h e  l e g i s l a t u r e  w o u l d  be m a k i n g  for you. N o w  w i t h  r e g a r d  to 
A r t i c l e  4 on c o r p o r a t e  f i n a n c e .  H e r e  A l a s k a  lav; w a s  d e e m e d  to be 
f l a w e d  in a m a n n e r  t h a t  is tr u e  of v i r t u a l l y  e v e r y  state. 
L a w y e r s ,  a t  l e a s t  in  m y  e x p e r i e n c e  of b e i n g  o n e  a n d  . t e a c h i n g  
o t h e r s  for a l o n g e r  p e r i o d  of t i m e  t h a n  I l i k e  to r e c o l l e c t ,  
g e n e r a l l y  m a k e  a c a r e e r  d e c i s i o n  to go  i n t o  law s o m e t i m e  a f t e r  
t h e y  l e a r n  t h a t  t h e y  h a v e  no a p t i t u d e  w h a t s o e v e r  for a r i t h m e t i c ,  
l e t  a l o n e  m a t h e m a t i c s .  T h e  c o n s e q u e n c e  is t h a t  m o s t  l a w y e r s  
c a n n o t ,  i n c l u d i n g  m y s e l f ,  b a l a n c e  a c h e c k b o o k .  A n d  l a w y e r s  a r e  
h o r r i f i e d  by  c o n c e p t s  of a c c o u n t i n g .  T h e r e f o r e ,  over the y e a r s  
w e  h a v e  s o r t  of d e v e l o p e d  our o w n  a c c o u n t i n g  t e c h n i q u e s .  B e c a u s e  
o v e r  the y e a r s  w e  h a v e  h a d  p e r h a p s  a b i g g e r  v o i c e  t h a n  w e  s h o u l d  
h a v e  w h i s p e r i n g  in the e a r s  of e l e c t e d  r e p r e s e n t a t i v e s  a n d  
p e o p l e ,  o u r  v e r s i o n s  of the m y t h s  of a c c o u n t i n g  r a t h e r  t h a n  the 
a c c o u n t i n g  p r o f e s s i o n  h a v e  b e g u n  to c r e e p  i n t o  the law. A l a s k a ' s  
c u r r e n t  c o r p o r a t i o n  ltiw s u f f e r s  f r o m  p e r h a p s  a t e r m i n a l  c a s e  of 
l a w y e r - a c c o u n t i n g  t e r m s .  O n e  of the m a j o r  t h i n g s  w h i c h
c o r p o r a t i o n s  m u s t  w o r r y  a b o u t  if t h e y  a r e  to b e h a v e  in a s o c i a l l y  
r e s p o n s i b l e  m a n n e r ,  s i n c e  t h e y  arc g i v e n  the p r e s u m p t i o n  of 
l i m i t e d  l i a b i l i t y .  If J. f o r m  a c o r p o r a t i o n ,  my c r e d i t o r s  a n d
e v e n  v i c t i m s  of c a l a m a t i e s  s u c h  as t o r t s  m u s t  lo o k  o n l y  to the 
a s s e t s  of t h e  c o r p o r a t i o n ,  n o t  to my o w n  p e r s o n a l  a s s e t s .  
C i r c u m s t a n c e s  a r e  i m p o r t a n t  to the s t a t e ,  a l l  p e o p l e  w h o  coins 
i n t o  c o n t a c t  w i t h  c o r p o r a t i o n s .  W e l l ,  t h e n  w h a t  a s s e t s  m u s t  I 
l e a v e  w i t h  the c o r p o r a t e  e n t i t y ?  w h a t  a c c o u n t i n g  p r i n c i p l e s  m u s t  
I o b s e r v e  in k e e p i n g  the b o o k s  o f  t h e  c o r p o r a t i o n ?  T h e  l a w  h a s  
a l w a y s  b e e n  i n t e r e s t e d  in t h i s  question.. B u t  the p r o b l e m  .is t h a t  
w e  a l l o w e d  a g u l f  to g r o w  b e t w e e n  w h a t  the lav/ s e e m e d  to be
s u g g e s t i n g  a n d  v/bac a c c o u n t a n t s  w e r e  t e l l i n g  p e o p l e  a r e  t h e  
i n t e l l i g e n t  w a y  to p a r s e  t h r o u g h  m a t t e r s  a n d  to r e s o l v e  t h e m  on 
t h e  b o o k s  a n d  r e c o r d s  of a c o r p o r a t e  e n t i t y .  C a l i f o r n i a  b r o k e  
n e w  g r o u n d  j.n .1977 w h e n  it s a i d  t h a t  it w o u l d  a b o l i s h  all 
c o n c e p t s  of l e g a l  a c c o u n t i n g .  It w o u l d  s u b s t i t u t e  s o m e  s t r a i g h t ,  
c o m m o n  c e n s e  i d e a s  a s  to w h e n  a corpora.'.ion c o u l d  p a y  a
d i v i d e n d .  A  c o r p o r a t i o n  c o u l d  pay a d i v i d e n d  w i t h i n  t h e  
d i s c r e t i o n  of the b o a r d  of d i r e c t o r s  a t  a n y  ti m e  s o  l o n g  as the 
a s s e t s  of t h e  c o r p o r a t i o n  e q u a l  'he l i a b i l i t i e s  of t h e  
c o r p o r a t i o n  w i t h  t h e  p r o t e c t i v e  r a t i o  of $ 5 . OU .in a s s e t s  to e v e r y  
$ 4 . 0 0  in l i a b i l i t i e s .  A  v e r y  s i m p l e  c o n c e p t  to u n d e r s t a n d .  
T h e r e  a r e  no l o n g e r  r e d u c t i o n  s u r p l u s ,  e a r n e d  s u r p l u s ,  all of the 
n o t i o n s  w h i c h  l a w y e r s  h a v e  i n v e n t e d  o v e r  the y e a r s .  I t ' s  a v e r y  
s i m p l e  idea. If w e  a r c  g o i n g  to m a k e  d i s t r i b u t i o n ,  w h e t h e r  w e  
m a k e  it in m o n e y ,  w h e t h e r  w e  m a k e  it in c o r p o r a t e  p r o p e r t y  to 
s h a r e h o l d e r s ,  w e  h a v e  v/hat is c a l l e d  t h e  r a t i o  of a s s e t s  to 
l i a b i l i t i e s  w h i c h  m u s t  be m a i n t a i n e d .  T h i s  b i l l  a d o p t s  w h a t  is 
t u r n i n g  o u t  to be o n e  of t h e  m o s t  s u c c e s s f u l  d e c o m p l i c a t i o u s  of 
c o r p o r a t e  l i f e  w h i c h  w a s  d o n e  in C a l i f o r n i a .  It a l s o  f o l l o w s  b o t h
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C a l i f o r n i a  a n d  n o w  N e w  Y o r k  i n  s a y i n g  t h a t  in c o m p l y i n g  w i t h  the 
law, t h a t  so l o n g  a s  a c o r p o r a t i o n  k e e p s  its b o o k s  a n d  r e c o r d s  in 
a m a n n e r  w h i c h  r e f l e c t s  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 i n c i p l e s ,  
h e  h a s  c o m p l i e d  w i t h  t h e  law. S o  w e  l e a v e  to t h e  a c c o u n t i n g  
p r o f e s s i o n  a n d  n o t  to m y  b r o t h e r s  a n d  s i s t e r s - i n - l a w  the 
d e t e r m i n a t i o n  as  to w h a t  is t h e  b e s t  w a y  for t h a t  c r a f t  a n d  
s c i e n c e  to p r o c e e d  to a d v i s e .  So  a c c o u n t i n g  is l e f t  to 
a c c o u n t a n t s ,  b u t  w e  m a k e  a s i m p l e  v a l u e  j u d g m e n t  to p r o t e c t  
p e o p l e .  I t ' s  t h i s  r a t i o  of l i a b i l i t i e s  to a s s e t s .  F i v e  d o l l a r s  
i n  a s s e t s  to f o u r  d o l l a r s .  Y o u  c a n  m a k e  a n y  d i s t r i b u t i o n  y o u  
w a n t  so l o n g  as y o u  do n o t  go b e l o w  t h a t  fl o o r .  That, I think, 
w i l l  m a k e  it m u c h  e a s i e r  for p e o p l e  d e t e r m i n e d  to c o m p l y  w i t h  the
l a w  to do so a n d  m a k e  t h e  d e t e c t i o n  of t h o s e  few p e o p l e  w h o  are
d e t e r m i n e d  to e v a d e  the l a w  m u c h  e a s i e r .  N o w  w i t h  r e g a r d  to 
A r t i c l e  5, a m a j o r  q u e s t i o n  h a s  been, in e x i s t e n c e  for m a n y  
y e a r s .  W h a t  a r e  t h e  p r o p e r  p r e r o g a t i v e s  of s h a r e h o l d e r s  a s  
o p p o s e d  to t h e  d i r e c t o r s  a n d  o f f i c e r s  of the c o r p o r a t i o n s ?  Is it  
to b e  an  A t h e n i a n  d e m o c r a c y ,  or is t h e  b e t t e r  m o d e l  t h a t  y o u  
e l e c t  the d i r e c t o r s  a n d  y o u  v e s t  c o n t r o l  a n d  m a n a g e m e n t  of the 
c o r p o r a t e  e n t i t y  d u r i n g  the p e r i o d  of t e n u r e  of t h e i r  t e r m s  in 
t h e  i n d i v i d u a l s ?  A r t i c l e  5 h a s  a d e f a u l t  p r o v i s i o n  t h a t  the 
p o w e r s  of control, a n d  m a n a g e m e n t  of t h e  c o r p o r a t i o n  a r e  v e s t e d  in 
t h e  bo a r d .  H o w e v e r ,  a c o r p o r a t i o n  m a y  by t h e  t e r m s  of its
a r t i c l e s  m o d i f y  t h i s  p r e s u m p t i o n  a n d  c o n f e r  g r e a t e r  p r e r o g a t i v e s  
u p o n  s h a r e h o l d e r s .  If it is g o i n g  to do that, h o w e v e r ,  it m u s t  
do it b y  an  a f f i r m a t i v e  p r o v i s i o n  in 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 .  T h e  t h r u s t  of A r t i c l e  5 is to e n s u r e  t h a t  
s h a r e h o l d e r s  h a v e  a c e s s  to r e l i a b l e  a n d  u p - t o - d a t e  i n f o r m a t i o n  a s  
to t h e  c o n d i t i o n  a n d  r e c o r d  o f  a c c o m p l i s h m e n t  or f a i l u r e  of the 
p e o p l e  t h e y  h a v e  e l e c t e d  to be; 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 .  
Y o u  w i l l  n o t i c e  t h a t  for t h e  f i r s t  t i m e  w e  w o u l d  s t a n d a r d i z e  
n o t i c e  r e q u i r e m e n t s .  U n d e r  c u r r e n t  J .aw, o n e  of t h e  d e f e c t s  is 
t h a t  w e  h a v e  n o  s t a n d a r d i z a t i o n  of n o t i c e  r e q u i r e m e n t s .  For 
c e r t a i n  m a t t e r s ,  30 days' n o t i c e  is s u f f i c i e n t .  For o t h e r s ,  <10 
d a y s  is r e q u i r e d .  U n d e r  t h i s  bill, n o t i c e  r e q u i r e m e n t s  are 
s t a n d a r d i z e d ,  a n d  it s h o u l d  m a k e  p e o p l e  w h o  are d e t e r m i n e d  to
e v a d e  it m u c h  e a s i e r  to f e r r e t  out. So a g a i n  die a c t  r e f l e c t s
the c o m m i s s i o n ' s  v a l u e  j u d g m e n t  t h a t  t h e  b a s i c  p o l i c y  or p o w e r  
b e t w e e n  s h a r e h o l d e r s  on the o n e  h a n d  a n d  d i r e c t o r s  on t h e  o t h e r  
t h a t  the a c t  s h o u l d  s p e c i f y  v h a t  s h o u l d  be t h a t  r a t i o  or
r e l a t i o n s h i p  if the p a r t i e s  d o n ' t  w i s h  to c h a n g e  it. B u t  if t h e y  
do w i s h  to m a k e  a d i f f e r e n t  a r r a n g e m e n t ,  if t h e y  p u t  i t  in the 
a r t i c l e s  t h e y  a r e  f r e e  to do so. A r t i c l e  6 d e a l s  w i t h  the
p r e r o g a t i v e s  a n d  r e s p o n s i b i l i t i e s  of o f f i c e r s  a n d  d i r e c t o r s .  
H e r e  1' t h i n k  y o u ' l l  be v e r y  p l e a s e d  to s e e  t h a t  for the v e r y
f i r s t  t i m e  w e  h a v e  a s t a t u t o r y  d e f i n i t i o n  of the d u t i e s  of c a r e
a n d  d u t i e s  of l o y a l t y  w h i c h  d i r e c t o r s  a n d  o f f i c e r s  a r e  e x p e c t e d  
to o b ey. A t  the p r e s e n t  t i m e  in A l a s k a ,  it w o u l d  b e  a m a t t e r  of 
c o n j e c t u r e  w h a t  the A l a s k a  S u p r e m e  C o u r t  w o u l d  e v e n t u a l l y  say 
w i t h  t h e  c o n t e n t  of t h o s e  i m p o r t a n t  d u t i e s .  T h i s  m a k e s  it
d i f f i c u l t  for an i n d i v i d u a l  w h o  is e m b a r k i n g  u p o n  the c a r e e r  of
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b e i n g  a c o r p o r a t e  d i r e c t o r ,  p e r h a p s  out of a c c o m m o d a t i o n  to 
f r i e n d s ,  a n d  m a n y  s m a l l  c o r p o r a t i o n s  k n o w  e x a c t l y  w h a t  it is I a m  
e x p e c t e d  to do, a p e r i l  of l a t e r  on b e i n g  h e l d  a c c o u n t a b l e  for 
n o t  h a v i n g  d o n e  it. A n o t h e r  i m p o r t a n t  f e a t u r e  of t h i s  b i l l  w h i c h  
h a s  r e c e i v e d  w i d e  s u p p o r t  by t h o s e  p e o p l e  w h o  h a v e  r e a d  it, is 
S e c t i o n  435. S e c t i o n  435 for the f i r s t  t i m e  in A l a s k a  s u b j e c t s  
s h a r e h o l d e r  d e r i v a t i v e  c a u s e s  of a c t i o n  to s t a t u t o r y  r e g u l a t i o n .  
A l a s k a  p r e s e n t l y  h a s  t h e  d u b i o u s  d i s t i n c t i o n  of b e i n g  one of two 
A m e r i c a n  j u r i s d i c t i o n s  w h i c h  h a s  n o  s t a t u t o r y  r e g u l a t i o n  of the 
d e r i v a t i v e  suit. T h i s  is a s u i t  in w h i c h  a s h a r e h o l d e r  c o m e s  
f o r w a r d  a n d  b r i n g s  a c a u s e  of a c t i o n  t h a t  a l l e g e s  t h a t  n o t  I, the 
s h a r e h o l d e r ,  h a v e  b e e n  i n j u r e d  b u t  t h a t  the c o r p o r a t i o n  h a s  b e e n  
i n j u r e d .  A n d  I as a s h a r e h o l d e r  a p p o i n t  m y s e l f  to l i t i g a t e  this 
m a t t e r  on b e h a l f  of the c o r p o r a t i o n .  T h e  t e n s i o n  b e t w e e n  the 
p r e r o g a t i v e s  of t h e  i n c u m b e n t  d i r e c t o r s  of the c o r p o r a t i o n  to 
m a k e  t h a t  d e c i s i o n  a n d  to c o n t r o l  t h a t  l i t i g a t i o n  a n d  the r i g h t s  
of a s h a r e h o l d e r  to s a y  t h a t  I a m  g o i n g  to e l b o w  m y  w a y  into the 
p i l o t ' s  s e a t  in t h i s  p l a n e  for the n e x t  s e v e r a l  y e a r s ,  is a v e r y  
i m p o r t a n t  o n e  b e c a u s e  it m a y  be  t h a t  t h e r e  is c o r r u p t i o n  a t  the 
b o a r d  l e v e l .  M a y b e  t h e r e  is not. I u r g e  y o u r  v e r y  c a r e f u l  
a t t e n t i o n  to S e c t i o n  435 to p o i n t  o u t  t h a t  I b e l i e v e  y o u  w o u l d  
f i n d  t h a t  y o u  w o u l d  go f r o m  h a v i n g  no s t a t u t o r y  r e g u l a t i o n  on 
t h i s  i m p o r t a n t  s u b j e c t  to h a v i n g  o n e  of the m o s t  b a l a n c e d ,  
c o m p r e h e n s i v e  r e g u l a t i o n s  of t h e  s u b j e c t  in t h i s  c ountry. 
S e c t i o n  435, t h e r e f o r e ,  is an i m p o r t a n t  i n n o v a t i o n .  A r t i c l e  7 is 
r a t h e r  t e c h n i c a l  in  n a t u r e .  It d e a l s  w i t h  the q u e s t i o n  of h o w  w e  
go a b o u t  m a k i n g  a m e n d m e n t s  a n d  c h a n g e s  t o  the a r t i c l e s  of 
i n c o r p o r a t i o n .  A g a i n ,  it s t a n d a r d i z e s  p r o c e d u r e s  a n d  f o r c e s  t h e  
a t t e n t i o n  of t h o s e  w h o  w i s h  to c h a n g e  the b a s i c  f o r m a t  of a 
c o r p o r a t i o n  i n t o  d o i n g  it by w a y  of a m e n d i n g  the a r t i c l e s  so that 
t h e r e  Is r e g u l a r i t y .  A n d  a g a i n  so t h a t  p o t e n t i a l  i n v e s t o r s  
i n t e r e s t e d  ir. the c o r p o r a t e  e n t i t y  can lo o k  at the a r t i c l e s  of 
i n c o r p o r a t i o n  a n d  h a v e  n o t  o n l y  an h i s t o r i c a l  i m p r e s s i o n  of w h a t  
t h e  c o r p o r a t i o n  w a s  l i k e  in y e s t e r y e a r ,  b u t  an a c c u r a t e ,  m o d e r n  
i m p r e s s i o n  of wh„-re t h e  p o w e r  w i t h i n  t h i s  c o r p o r a t i o n  is 
c u r r e n t l y  b e i n g  d i s t r i b u t e d .  A r t i c l e  Q is g o i n g  to be a m a t t e r  
of g r e a t  i n t e r e s t  to yo u r  c o n s t i t u e n t s .  It d e a l s  w i t h  w h a t  a r e  
c a l l e d  o r g a n i c  c h a n g e s .  In e s s e n c e ,  m e r g e r s ;  c o n  ;o.lidations; 
s h a r e  e x c h a n g e s ;  s a l e  of all the c r p o r a t e  a s s e t s  o t h e r  th a n  in 
t h e  u s u a l  c o u r s e  of b u s i n e s s .  As e, a of us is aw a r e ,  t h e  U n i t e d  
S t a t e s  r i g h t  n o w  is g o i n g  t h r o u g h  vo..it is c a l l e d  a m e r g e r  craze. 
C o r p o r a t i o n s  a r e  a p p e a r i n g  to be a t t r a c t i v e  t a k e o v e r  c a n d i d a t e s  
b y  i n d i v i d u a l s  w h o  m a y  or m a y  n o t  h a v e  l e g i t i m a t e  d e s i r e s  or 
d e s i r e s  w h i c h  w o u l d  a d v a n c e  t h e  i n t e r e s t  of s h a r e h o l d e r s  s h o u l d  
t h e y  be  in a p o s i t i o n  to s e i z e  c o n t r o l  of t h e  b o a r d  of 
d i r e c t o r s .  A t  the p r e s e n t  t ime, A l a s k a  law is v e r y  u n c l e a r  as to 
t h e  r e s p e c t i v e  r o l e s  of i n c u m b e n t  b o a r d s  as o p p o s e d  to 
s h a r e h o l d e r s .  A n d ,  t h e r e f o r e ,  A l a s k a  c o r p o r a t i o n s  l o o k  
v u l n e r a b l e  to i n d i v i d u a l s  w h o  a r e  d e t e r m i n e d  to l a u n c h  a t a k e o v e r  
bid. A r t i c l e  0 c l e a r l y  d e f i n e s  the p r e r o g a t i v e s  of e x i s t i n g  
m a n a g e m e n t  a n d  t h e  s h a r e h o l d e r s  of a c o r p o r a t i o n  w i t h  r e s p e c t  to
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f r a m i n g  the c o n t e n t  of o n e  of t hese o r g a n i c  c h a n g e s  a n d  t a k i n g  it 
t h r o u g h  the s h a r e h o l d e r  a p p r o v a l  l e v e l .  E s s e n t i a l l y ,  w h a t  
A r t i c l e  0 d o e s  is v e s t  w i t h  the e x i s t i n g  b o a r d  the p o w e r  to f r a m e  
the t e r m s  of a m e r g e r ,  a c o n s o l i d a t i o n ,  a s h a r e  e x c h a n g e ,  or s a l e  
of a s s e t s  in an  e x t r a o r d i n a r y  t r a n s a c t i o n .  A n d  t h e n  r e q u i r e  
t w o - t h i r d s  a p p r o v a l  b y  t h e  s h a r e h o l d e r s  of the c o r p o r a t i o n  in 
o r d e r  to a p p r o v e .  T h i s  s h o u l d  b r i n g  A l a s k a  c o r p o r a t i o n s  in t o  
l i n e  w i t h  C a l i f o r n i a  a n d  N e w  Y o r k  a n d  o t h e r  m a j o r  s t a t e s  w h i c h  
h a v e  m o v e d  to p r o t e c t  the i n t e g r i t y  of t h e i r  c o r p o r a t i o n s  f r o m  
b e i n g  t h e  v i c t i m s  of a n  e a s y  t a k e o v e r  in w h i c h  the w i l l  of the 
s h a r e h o l d e r s  a n d  e x i s t i n g  m a n a g e m e n t  w o u l d  s i m p l y  b e  s u b v e r t e d  
a n d  b l u s h e d  a s i d e .  R e f o r m  n e e d s  to be t a k e n  in A l a s k a  in th i s  
area. I w o u l d  h o p e  t h a t  y o u  w o u l d  be s a t i s f i e d  w i t h  the 
c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  w h i c’ cine e m b o d i e d  in  A r t i c l e  8 . 
A r t i c l e  9, d e a l i n g  w i t h  dissolutii , is v e r y  i m p o r t a n t  b e c a u s e  of 
the c h a n g e s  t h a t  h a v e  b e e n  m a d e  j.n t h e  f e d e r a l  b a n k r u p t c y  law. 
It c o o r d i n a t e s  w i t h  m o d e r n  f e d e r a l  b a n k r u p t c y  law a n d  c r e a t e s  for 
t h e  A l a s k a  j u d i c i a r y  a far m o r e  s e n s i b l e  a p p r o a c h  to p r o t e c t i n g  
the r i g h t s  of c r e d i t o r s  a s  w e l l  as the r i g h t s  of s e n i o r  
s h a r e h o l d e r s  in t h e  e v e n t  t h a t  a c o r p o r a t i o n  g o e s  to e i t h e r  
v o l u n t a r y  or i n v o l u n t a r y  d i s s o l u t i o n .  It a l s o  c o n t a i n s  s o m e  v e r y  
i n n o v a t i v e ,  a n d  I think, u s e f u l  p r o v i s i o n s  t h a t  de a l  w i t h  g i v i n g  
s h a r e h o l d e r s  w h o  a r e  b e i n g  o p p r e s s e d  or f r o z e n  o u t  of the r o l e  of 
m a n a g e m e n t  or i n c o m e  w h e r e  o t h e r  s h a r e h o l d e r s  a r e  b e i n g  a f f o r d e d  
s u c h  p r e r o g a t i v e e s  a r i g h t  in the f i n a l  a n a l y s i s  to 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  in o r d e r  t h a t  t h e  g r i e v a n c e  w h i c h  v;ould 
h a v e  to r i s e  to t h e  l e v e l  of a v e r y  s e r i o u s  g r i e v a n c e  to g e t  the 
a t t e n t i o n  of A l a s k a  c o u r t s .  A g a i n ,  t h e s e  a r e  n o t  n e w  ideas. 
T h e y  :...t,ght be the f i n a l  d e c i s i o n  of t h e  A l a s k a  S u p r e m e  C o u r t  if 
s o m e o n e  w e r e  to s p e n d  $ 1 0 0 , 0 0 0  l i t i g a t i n g  that. B u t  if y o u  e n a c t  
t h i s  bill, a l l  A l a s k a n s  w i t h  o n l y  t h e  e x p e n s e  of s u p p o r t i n g  t h e i r  
g o v e r n m e n t  w i l l  h a v e  p r e s u m p t i v e  a n s w e r s  to t h e s e  i m p o r t a n t  
q u e s t i o n s .  T h o s e  a r e  the b a s i c  p r o v i s i o n s  a n d  v a l u e  j u d g m e n t s  
w h i c h  u n d e r l i e  t h i s  b i ll. B o t h  m y s e l f  
h a v e  a s s i s t e d  m e  in w o r k i n g  w i t h  the 
w i l l  be a v a i l a b l e  to a n y  m e m b e r  of 
m e m b e r s .  I a m  p r e p a r e d  n o w  to a n s w e r  
m e m b e r s  of the c o m m i t t e e  m a y  have.

a n d  the law s t u d e n t s  w h o  
t e c h n i c i a n s  in t h i s  a r e a  

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

R O D E Y :  Mr. P e s t i n g e r .

P E S T I N G E R :  T h a n k  y o i , S e n a t o r  R o d e y .  P r o f e s s o r  F e s s l e r ,  
to m e  t h i s  is a r e a l l y  e x c e l l e n t  a r t i c u l a t i o n  of t h e  r i g h t s  a n d  
d u t i e s  a n d  o b l i g a t i o n s  so t h a t  it g i v e s  our l a r g e r  c o r p o r a t e  

H e  j. p a n t s  a c l e a r e r  u n d e r s t a n d i n g  of w h e r e  th e y  stand, w h i c h  
jo e s s e n t i a l  to d v l n g  b u s i n e s s .  B u t  w h a t  I am w o n d e r i n g

*■'.....’* - s w h a t  b u r d e n  t h i s  a p p r o a c h  m a y  p l a c e  u p o n  the
p o p  f a m i l y  c o r p o r a t i o n .  To rue, if I h a d  s u c h  a

p a r t i c i p a n t s  
is r

ab o u t ,  though, j.
smaller m o m. L  . I . V A .  J t M J J I I  ( i l l C l  . ' . U l l l . r  . U  y  W V W .  J J W I . V I U 4 . W  _  t
b u s i n e s s  I c o u l d  n o t  e n g a g e  in c o r p o r a t e  lav; c o m f o r t a b l y  w i t h o u t  
the a s s i s t a n c e  of c o u n s e l .  Do y o u  -ink t h a t  this p a c k e t  
n e c e s s i t a t e s  the a s s i s t a n c e  of c o u n s e l  as  a l m o s t  a m a n d a t e  n o w
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for a n y o n e  t h a t  d o e s  b u s i n e s s  in 
w o r d s ,  I a m  w o n d e r i n g ,  I s e e  the 
N e w  y o r k ,  a n d  I s e e  the n e e d  for 
of c o r p o r a t i o n s  t h a t  w e  de a l  wi 
l e v e l  t h a t  a r e  j u s t  k i n d  of, t h e y  
a n d  t h e y  a s k  t h e i r  l a w y e r  to h e l p  
l o o k  a t  t h e  S u p r e m e  C o u r t  t h a t  sa 
the c o r p o r a t e  v e i l  is w i t h  a n  i 
u s i n g  a w h o l e  d i f f e r e n t  s t a n d a r d  
r e a l l y  s u b s t a n t i a l .  Do y o u  t h i n k  
on t h a t  s m a l l  f a m i l y  b u s i n e s s ?

the c o r p o r a t e  f o r m ?  In other 
n e e d  for t h i s  in C a l i f o r n i a  a n d  
t h i s  in A l a s k a  w i t h  t h a t  level 
th. B u t  h o w  a b o u t  th a t  o t her 
g e t  t h e i r  a r t i c l e s  p u n c h e d  out 
t h e m  w i t h  the m i n u t e s ,  a n d  th e y  
y s  t h a t  t h e  o n l y  w a y  you p i e r c e  
n d i c i a  of fra u d .  So t h e y  are 
of o p e r a t i o n .  I m e a n  this is 
it m i g h t  h a v e  a n e g a t i v e  e f f e c t

F E S S L E R :  In t e r m s  of  c o s t  of d o i n g  b u s i n e s s  in the
c o r p o r a t e  f o rm, I t h i n k  it w i l l  h a v e  the o p p o s i t e  effect. R i g h t  
now, m a n y  s m a l l  b u s i n e s s e s  p r o b a b l y  a r e  c o m i n g  i n t o  c o r p o r a t e  
e x i s t e n c e  w i t h o u t  the a s s i s t a n c e  of c o u n s e l  a t  all. P e o p l e  are 
g o i n g  o u t  and b u y i n g  l i t t l e  k i t s  for $ 4 9 . 9 5  t h a t  c o n t a i n  f o r m s  
t h a t  t h e y  f i l l  in a n d  s e n d  to the s t a t e .  T h e y  a r e  o b l i v i o u s  to 
t he l e g i s l a t u r e ' s  r e q u i r e m e n t  t h a t  t h e y  f i l e  b i a n n u a l  r e p o r t s  to 
the l e g i s l a t u r e .  T h e y  a r e  n o t  d o i n g  so. T h e y  a r e  in d a n g e r  of 
h a v i n g  t h e i r  a r t i c l e s  a n d  t h e i r  c o r p o r a t e  s t a t u s  d i s s o l v e d  by the 
c o m m i s s i o n  b e c a u s e  the l e g i s l a t u r e  h a s  p r e s c r i b e d  t h a t  a s  the 
p e n a l t y  for n o t  f i l i n g  r e p o r t s .  A n d  o n e  of the b a s i c
d i f f i c u l t i e s  w i t h  t h i s  s i t u a t i o n  w i l l  a l w a y s  bo p e o p l e  who, to
use y o u r  ex cirri pie, a t w o - p e r s o n  c o r p o r a t i o n ,  d e c i d e s  for one 
r e a s o n  or a n o t h e r  t h a t  th e y  s h o u l d  do b u s i n e s s  in t h e  c o r p o r a t e  
form, a n d  t h e n  h a v i n g  d o n e  t h a t  thay f o r g e t  a b o u t  it. Th e y  d o n ' t  
o b s e r v e  a n y  of t h e  f o r m a l i t i e s  of c o r p o r a t e  e x i s t e n c e .  T h e y  
d o n ' t  k e e p  s e p a r a t e  b o o k s  a n d  records.. T h e y  d o n ' t  s e g r e g a t e  
t h e i r  a s s e t s  f r o m  the a s s e t s  of t h e i r  c o r p o r a t i o n .  A n d  they 
d o n ' t  f i l e  r e p o r t s .  N o w  t h e y  w o u l d  b e  in t r o u b l e  u n d e r  e x i s t i n g  
A l a s k a  law, sir. T h e y  w i l l  b e  in t r o u b l e  u n d e r  t h i s  bill. In 
the s e n s e  t h a t  w h e n  the S t a t e  of A l a s k a  c o n f e r s  a c o r p o r a t e  
c h a r t e r  on s o m e o n e ,  w h e t h e r  or not t h e y  h a v e  se n t  $49 . 9 5  off to 
s o m e b o d y  w h o  a d v e r t i s e s  in e v e r y  a i r l i n e  m a g a z i n e ,  t h a t  y o u  d o n ' t  
n e e d  a l a w y e r  a n d  you, too, can be a c o r p o r a t i o n  a n d  s o m e h o w  y o u
w i l l  p a y  no  i n c o m e  t a x  a n d  l i k e  m e  y o u  w i l l  tu r n  o u t  b e i n g  rich.
Tn-_ o n l y  p e r s o n  t h a t ' s  p r o b a b l y  ev e r  d o n e  th a t  in the .individual 
w h o  ./rote that b o ok, b e c a u s e  h e  is g e t t i n g  rj c h  by a l l  of the 
p e o p l e  w h o  w r i t e  in  a n d  s e n d  their $50. I t h i n k  t h i s  is the 
p r o b l e m  y o u ' l l  w a n t  to k e e p  in mind. W h a t  I a m  s a y i n g  to all of 
y o u  is t h a t  t h i s  b i l l  is d e s i g n e d  in s u c h  a m a n n e r  that, a l t h o u g h  
it is a c o m p l i c a t e d  s u b j e c t  a n d  I w o u l d n ' t  s u g g e s t  a n y o n e  c o u l d  
w r i t e  a c o r p o r a t i o n  c o d e  t h a t  c o u l d  bo so o b v i o u s  th a t  a n  
i n d i v i d u a l  c o u l d  m a k e  c a s u a l  r e f e r e n c e  to it a n d  n e v e r  n e e d  an 
a t t o r n e y  so they c o u l d  g u i d e  t h e m s e l v e s  t h r o u g h  t h e  w o r l d  of 
m a i n t a i n i n g  a c o r p o r a t i o n ,  this b i l l  d o e s  o r g a n i s e  the law. It 
d o e s  r e s t a t e  the lav;. It d o e s  h a v e  c o m m e n t s  w h i c h  a r e  d e s i g n e d  
to a s s i s t  p e o p l e  in u n d e r s t a n d i n g  t h e  law. M o t  o n e  of t h o s e  
f e a t u r e s  can bo s a i d  a b o u t  c u r r e n t  A l a s k a  lav;. S o  t h e r e  w i l l  
a p r o b l e m  of p e o p l e  w h o  i n c o r p o r a t e  a n d  t h e r e a f t e r  r e g a r d  it a
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l i t t l e  f l a g  of c o n v e n i e n c e  w h i c h  t h e y ' l l  f l y  so lo n g  an it ' s  
u s e f u l  a n d  w h i c h ,  on the clay that it isn't, t h e y ' l l  j u s t  f o r g e t  
a b o u t  it. T h a t  :i:‘.l c o n t i n u e  to be a p r o b l e m  n o t  o n l y  in A l a s k a ,  
b u t  in Califo.' .. It's t r u e  in N e v a d a .  I t ' s  t r u e  in W y o m i n g
w h e r e  I w a s  rearer]. I t ' s  a m a j o r  s o c i a l  p r o b l e m  w e  have. P e o p l e
w h o  i n c o r p o r a t e  w i t h  no i d e a  th a t  t h e r e  a r e  r e s p o n s i b i l i t i e s  as 
w e l l  as p r i v i l e g e s  for t a k i n g  on t h a t  s t a t u s .  Now, f o r t u n a t e l y ,  
t h e  f e d e r a l  t a x  l a w  w h i c h  in y e a r s  g o n e  by  c a u s e d  p e o p l e  to 
b e l i e v e  t h a t  th e y  ':ould p a y  l e s s  i n c o m e  tax b y  s o m e h o w  b e c o m i n g  a 
c o r p o r a t i o n ,  h a v e  b e c a u s e  o f  m o v e m e n t ;  u n d e r t a k e n  f i r s t  by the 
a d m i n i s t r a t i o n  of P r e s i d e n t  C a r t e r  a n d  n o w  of g r e a t e r  e m p h a s i s  
d u r i n g  the a d m i n i s t r a t i o n  of P r e s i d e n t  R e a g a n .  As  y o u  know, the 
m a r g i n a l  i n c o m e  tax on i n d i v i d u a l  i n c o m e  h a s  n o w  b e e n  r e d u c e d  
f r o m  a m a x i m u m  of 705 n o w  to w h e r e  it is v e r y  c l o s e  to the t o p
c o r p o r a t e ,  t h e r e  is o n l y  a t w o  p e r c e n t  s p r e a d .  But I s t i l l  f i n d
t h a t  m a n y  p e o p l e  b e l i e v e  t h a t  t h e y  a r e  g o i n g  to get s o m e  
t r e m e n d o u s  tax b e n e f i t  b y  b e c o m i n g  a c o r p o r a t i o n .  W h a t  t h e y  do, 
of c o u r s e ,  is e v e n t u a l l y  w i n d  up  in a hellac.ious tax audit. T h e y  
f i n d  a n d  t h e  i n d i v i d u a l  w h o  w r o t e  the ? 43 b o o k  a n d  g a v e  y o u  the 
f o r m  n e v e r  a c c o m p a n i e s  y o u  to t h a t  a u d i t  b e c a u s e  h e  is l i v i n g  in 
B i m i n i .

R O D E Y :  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 :  I w a s  i n t e r e s t e d  in S e c t i o n  483 w h i c h  d o e s
c r e a t e  a l i a b i l i t y  for the o f f i c e r s  o" the c o r p o r a t i o n ,  a n d  I ' m  
n o t  u p  on c o n t r a c t  l a w  a n d  o n e  of y o w r  n o t e s ,  in t e r m s  of a n y  
w r i t t e n  c o n t r a c t  to m o d i f y  or e l i m i n a t e  the l i a b i l i t y  c r e a t e d  by 
t h i s  s e c t i o n ,  w h a t  h a p p e n s  to th a t  l i a b i l i t y ,  is it t r a n s f e r r e d  
or . , .

F E S 8bDR: L e t  m e  e x p l a i n  to a l l  of t h e  m e m b e r s .  S e c t i o n  
488, g e n t l e m e n ,  a p p e a r s  at  p a g e  C7 of the d r a f t  in f r o n t  of yo u .  
S e c t i o n  4 8 0  r e l a t e s  a l s o  to Rep. P e s t i n g e r ' s  q u e s t i o n .  O n e  of 
the r e a s o n s  t h a t  p e o p l e  i n c o r p o r a t e  is to a c h i e v e  f r o m  the S t a t e  
of A l a s k a  a p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y .  N o w  t h i s  
p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y  m e a n s  t h a t  to a l l  i n d i v i d u a l s  
w h o  do b u s i n e s s  w i t h  the e n t i t y  w h i c h  4s i n c o r p o r a t e d ,  t h e y  a r e  
to l o o k  o n l y  to t h e  a s s e t s  w h i c h  the i n d i v i d u a l s  w h o  i n c o r p o r a t e d  
h a v e  l e f t  w i t h  t h e  c o r p o r a t i o n  to s a t i s f y  t h e i r  claim. T h i s  is 
t r u e  w h e t h e r  t h o s e  i n d i v i d u a l s  h a v e  m a d e  c o n t r a c t u a l  
r e l a t i o n s h i p s  w i t h  the c o r p o r a t i o n  or w h e t h e r  they h a v e  e n t e r e d  
i n t o  an a c c i d e n t a l  i n j u r y  s i t u a t i o n ,  a tort. S e c t i o n  488 is 
c a l l e d  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 .  It w a s  
r e f l e c t e d  a f t e r  l e n g t h y  d i s c u s s i o n s  a m o n g  m e m b e r s  of the 
c o m m i s s i o n ,  a f e e l i n g  t h a t  fi.r s m a l l  c r e d i t o r s  of c o r p o r a t i o n s ,  
e m p l o y e s ? ,  t r a d e s m e n ,  m a t e r i a l m a n ,  s u p p l i e r s ,  i n d i v i d u a l s  w h o  
g e n e r a l ]  n a v e  a c r e d i t  r e l a t i o n s h i p  to a c o r p o r a t i o n  w h i c h  is 
n ot r e d u c e d  to w r i t i n g ,  t h a t  t h e s e  i n d i v i d u a l s  a r e  the y e a r  in 
a n d  y e a r  out, t h e s e  are the i n d i v i d u a l s  w h o  p a y  the p r i c e  for 
c o r p o r a t e  e x i s t e n c e .  W h e n  c o r p o r a t i o n s  a r e  run so lo n g  as it is
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c o n v e n i e n t  to the i n d i v i d u a l s  w h o  f i n d  t h e y  a r e  the o w n e r s  a n d  
t h e n  v/hen t h e y  a r e  not, t h e y  are s i m p l y  a b a n d o n e d .  L a r g e  
i n s t i t u t i o n a l  l e n d e r s ,  b a n k e r s ,  i n s u r a n c e  c o m p a n i e s ,  l a r g e  
c o n t r a c t i n g  c r e d i t o r s ,  w i l l  g e t  a l a w y e r  a n d  g o  o u t  a n d  th e y  w i l l  
q u o t e ,  a t t e m p t  t.o p i e r c e  the c o r p o r a t e  veil. A l a s k a ' s  c o m m o n  law 
o n  the c i r c u m s t a n c e s  in w h i c h  it w i l l  d i s r e g a r d  l i m i t e d  l i a b i l i t y  
is f o u n d  in o n l y  t h r e e  c a s e s  s i n c e  s t a t e h o o d .  T h o s e  c a s e s  do n o t  
h o l d  out* g r e a t  h o p e  t h a t  in the a b s e n c e  of f r a u d  in a t r a n s a c t i o n  
t h a t  t h e  c o u r t  w o u l d  do. B u t  if y o u  h a v e  a c l a i m  for $1 , 0 0 0  in 
w a g e s  o w e d  to you, t h e r e  is no l a w y e r  v/ho is g o i n g  t o  be a b l e  to 
s u c c e s s f u l l y  l a u n c h  t h a t  lav/suit. If y o u  a r e  an i n d i v i d u a l  v/ho 
s o l d  f i s h  t o  a r e s t a u r a n t  w h i c h  h a s  n o w  g o n e  o u t  of b u s i n e s s ,  a n d  
' m e  o w n e r  h a s  m a r c h e d  off l e a v i n g  y o u  u n p a i d  a n d  i t ' s  a $ 4 3 , 0 0 0  
a c c o u n t  r e c e i v a b l e ,  y o u  c a n n o t  g e t  a n y  m o d e r n  r e c o u r s e  a t  all. 
S e c t i o n  488 for t h e  f i r s t  t i m e  to a v e r y  l i m i t e d  e x t e n t  s h i f t s  
t h a t  p r e s u m p t i o n .  It s a y s  t h a t  the o f f i c e r s  a n d  d i r e c t o r s  of a 
c o r p o r a t i o n  to t h e  e x t e n t  t h a t  its a s s e t s  p r o v e  i n s u f f i c i e n t  to 
c o v e r  its l i a b i l i t i e s ,  h a v e  a l i a b i l i t y  to a c l a s s  of i n d i v i d u a l s  
w h o  a r e  d e f i n e d  a s  e m p l o y e e s  of the c o r p o r a t i o n  as m a t e r i a l m e n ,  
t r a d e s m e n ,  etc., p e o p l e  v/ho h a v e  e x t e n d e d  c r e d i t  on o p e n  a c c o u n t  
for up to $ 2 5 , 0 0 0 .  N o w  t h i s  l i a b i l i t y ,  sir, is n o t  i n e v i t a b l e .  
T h e  s t a t u t e  c l e a r l y  s a y s  t h a t  if I h a v e  a c o r p o r a t i o n  a n d  y o u  
h a v e  a f i s h i n g  f l e e t ,  a n d  y o u  a r e  s u p p l y i n g  m y  i n c o r p o r a t e d  
r e s t a u r a n t  w i t h  f r e s h  salmon, t h a t  y o u  can be  a p p r o a c h e d  by m e  
s a y i n g  I w o u l d  l i k e  y o u  to a g r e e  in w r i t i n g  t h a t  in the e v e n t  
t h a t  t h i s  b u s i n e s s  folds, m y  r e s t a u r a n t ,  y o u  w o n ' t  l o o k  to m e  for 
t h e  l i a b i l i t y  w h i c h  e x i s t s  u n d e r  the law. It w o u l d  be a 
l i a b i l i t y  of up  to $25,000. T h a t ' s  a l l  y o u  c o u l d  e v e r  r e c o v e r  
u n d e r  this. So for t h e  f i r s t  t i m e  t h e r e  w o u l d  be a n  i n c e n t i v e  in 
d e a l i n g  w i t h  the s m a l l e s t  p e o p l e  in the m a r k e t p l a c e  w h o  a r e  the 
r e c u r r e n t  l i t t l e  m u l e s  on w h i c h  t h i s  b u s i n e s s  of l i m i t e d  
l i a b i l i t y  is  r i d d e n  out, y e a r  in a.nd y e a r  out, t h a t  t h e s e  p e o p l e  
w o u l d  h a v e  s o m e  r e l i e f  a n d  t h a t  t h e r e  w o u l d  be an i n c e n t i v e  to 
ta l k  a b o u t  t h i s  q u e s t i o n  of l i m i t e d  l i a b i l i t y .  A n d  t h e n  if I can 
c o n v i n c e  y o u  t h a t  y o u  s h o u l d  g i v e  m e  a r e l a x a t i o n ,  a w a i v e r  of 
that, t h a t ' s  fine. Bu'c j.n the a b s e n c e  of a c o n t r a c t u a l  
m o d i f i c a t i o n ,  I w o u l d  h a v e  t h e  r i g h t  to this.

K O P O N E N :  T h e  c o n t r a c t  then in b e t w e e n  the c r e d i t o r  a n d  
t h e  c o r p o r a t i o n ,  n o t  b e t w e e n  the c o r p o r a t i o n  a n d  its d i r e c t o r s .

F E S S L E R :  T h a t ' s  a b s o l u t e l y  ight. I t ’s b e t w e e n  t h e
c o r p o r a t e  d e b t o r  a n d  its e m p l o y e e s ,  b e t w e e n  the c o r p o r a t e  d e b t o r  
a n d  i t s  m a t e r i a l m e n  or s u p p l i e r s .

KOI'ONEN: I t ' s  a v e r y  u s e f u l  s e c t i o n .  I k n o w  t h e r e  is a 
m a j o r  b u s i n e s s  p r o b l e m  in t h e  F a i r b a n k s  a r ea, t h e s e  c o l l a p s i b l e  
c o r p o r a t i o n s ,

F E S S L E R :  Mr. C h a i r m a n .
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C O W D E R Y :  W o u l d  the e f f e c t  of this, w o u l d  it d i s c o u r a g e  
s a y  q u a l i f i e d  m a n a g e r s  f r o m  g e t t i n g  i n t o  t a k i n g  ov e r  a t r o u b l e  
c o r p o r a t i o n  t h a t  w a s  h a v i n g  s o m e  p r o b l e m s ,  m a y b e  t h r o u g h  a l a c k  
of e x p e r t i s e  in t h e  past, w o u l d  t h i s  d i s c o u r a g e  s o m e o n e  f r o m  
c o m i n g  i n  . . .

F E S S L E R :  W e l l ,  it w o u l d  c e r t a i n l y  g i v e  m e  pause. N o w  
t h e r e  a r e  t w o  t h i n g s  r e l e v a n t ,  sir, in t h e  b i l l .  First, if t h e  
c o r p o r a t i o n  is i n  a p r o c e s s  of d i s s o l u t i o n ,  o n e  of the w a y s  to 
a v o i d  d i s s o l u t i o n  u n d e r  the p r o v i s i o n s  of t h i s  b i l l  is for a 
c o u r t  to appoint. i n t e r i m  d i r e c t o r s  in o r d e r  to r e s o l v e  
d e a d l o c k s .  T h o s e  d i r e c t o r s  a r e  n o t  s u b j e c t e d  to t h i s  type of 
l i a b i l i t y .  So t h e  d i r e c t o r  w h o  is b r o u g h t  o n  b o a r d  to try a n d  
s t r a i g h t e n  t h i n g s  o u t  by c o u r t  o r d e r  is t h e  d i r e c t o r  w h o  is 
e x e m p t e d  b y  t h e  r e f e r e n c e  in t h e  b i l l  to  o t h e r  t h a n  the d i r e c t o r s  
w h o  a r e  a p p o i n t e d  p u r s u a n t  to. Nov; t h a t  is o n e  p r o t e c t i o n .  
A n o t h e r  f a c t o r ,  of c o u r s e ,  w o u l d  b e  t h a t  if a c o r p o r a t i o n  is in 
t r o u b l e ,  a n d  I a m  g o i n g  to s t e p  in a n d  a t t e m p t  to s a v e  it, one of 
t h e  t h i n g s  I ' d  w a n t  to do is be a w a r e  of S e c t i o n  483 a n d  go to 
t h e  c r e d i t o r s  a n d  say, I a m  w i l l i n g  to c o m e  i n t o  t h i s  p i c t u r e  
o n l y  if y o u  a r e  w i l l i n g  to c o n t r a c t  to e x e m p t  m e  f r o m  a n y  
p e r s o n a l  l i a b i l i t y  t h a t  I w o u l d  i n c u r .  Yes, sir, i t  w o u l d  b e  
s o m e t h i n g  t h a t  in t h e  h y p o t h e t i c a l  y o u  a d v a n c e  a n  i n d i v i d u a l  
w o u l d  w a n t  to t a k e  i n t o  c o n s i d e r a t i o n .

R O D E Y :  If I m i g h t  i n t e r j e c t ,  t h a t  w o u l d  a p p l y  to
d i r e c t o r s  b u t  n o t  to e m p l o y e e s  of the c o r p o r a t i o n ?

     ......... ______  _____.  _. -     p r e v e n t e d  the
d e v e l o p m e n t  of t h e  S t a t e  of N e w  Y o r k  a s  a c e n t e r  of c o m m e r c e .  
W h a t  w e  d i d  h e r e ,  w a s  to say th a t  in  m a n y  A l a s k a n  c o r p o r a t i o n s  wo

v-* i .  j l  j .  v . v .  v. j- i . X I ' . ;  i . o . l  i  f  c u m  c u e  ~ i- c*  ju ^  t u i v i  - v- ju k — j l  w

T h e y  a r e  t h e  d e f i n e d  o f f i c e r s  a n d  the d i r e c t o r s .  T h e y  a r e  n o t  
p a s s i v e ,  or t h e y  o u g h t n ' t  to be. S o  t h a t  is h o w  w e  w o u l d  d i f f e r  
f r o m  N e w  Y o r k  law. A n d  w e  h a v e  b r o a d e n e d  t h e  e x p o s u r e ,  b e c a u s e  
in New Y o r k  t h e  e x p o s u r e  is l i m i t e d  {-o c l a i m s  of e m p l o y e e s ,  a n d  
we  b r o a d e n e d  it to i n c l u d e  t h e  c l a i m s  of m a t e r i a l m e n  a n d



s u p p l i e r s .

C O W D E R Y :  In the p a s t  w e  h a v e  h a d  s o m e  of the Nal e
c o r p o r a t i o n s  w h o  h a v e  h a d  f i n a n c i a l  t r o u b l e s  a n d  h i r e d  two p e o p l e  
to d i r e c t  t h e m  a n d  t u r n  it a r o u n d .  A n d  t h i s  is a n  a r e a  I v?as 
w o n d e r i n g  a b o u t ,  if t h a t  w o u l d  b e  , . .

F E S S L E R :  I a p p r e c i a t e  t h e  q u e s t i o n .  It is a n  i m p o r t a n t  
m a t t e r .  T h e  A  PM s u b c o m m i t t e e  h a s  l o o k e d  i n t o  th i s  q u e s t i o n .  I 
t h i n k  t h a t  a t  t h a t  lev e l ,  or a t  t h e  l e v e l  of a n y  l a r g e  
c o r p o r a t i o n  t h a t  i s  i n v o l v e d  in  an a t t e m p t e d  tu r n  a r o und, t h a t  
t h e r e  w o u l d  b e  a w a r e n e s s  of t h e  p r o v i s i o n s  of S e c t i o n  488 a n d  
t h a t  t h e r e  w o u l d  b e  a p p r o p r i a t e  a d v i c e  f r o m  c o u n s e l  to de a l  w i t h  
th e  s u b j e c t .  T h a t  w o u l d  be m y  hope.

B R O W N :  Mr. C h a i r m a n ,  m a y  I s u g g e s t  . . .

R O D E Y :  Mr. Brown.

B R O W N :  I a m  F r e d  B r o w n .  It ' s  n i c e  to k n o w  t h a t  L a b o r  
a n d  C o m m e r c e  [garbled] . . . T h e  o n e  e x a m p l e  y o u  m i g h t  h.ink of 
is w h a t  v/ould r e a l l y  h a p p e n  . . . t h e  e x a m p l e  m i g h t  be o n e  of the 
m o s t  p r o s p e r o u s ,  c u r r e n t l y  m o s t  p r o s p e r o u s  A l a s k a  c o r p o r a t i o n  is 
A l a s k a  I n t e r n a t i o n a l  Air. O r i g i n a l l y ,  t h a t  w a s  I n t e r i o r  A i r w a y s  
b a s e d  o u t  of F a i r b a n k s .  T h e y  e x p a n d e d  t o o  f a s t  for the b u i l d i n g  
of t h e  p i p e l i n e ,  w h i c h  d i d n ' t  g e t  b u i l t  f a s t  e n o u g h  as m a n y  
A l a s k a n s  r e m e m b e r .  W h a t  h a p p e n e d  t h e n  wa s ,  and th i s  s o r t  of 
t h i n g  is  r e a l l y  w h a t  h a p p e n s  w h e n  <n c o r p o r a t i o n  g e t s  i n t o  t r o u b l e  
i n  m o s t  c a s e s ,  a n d  t h a t ' s  w h y  I'm r a i s i n g  t h i s  a s  an e x a m p l e .  
W h a t  h a p p e n e d  t h e n  w a s  t h e y  w e n t  in t o  r e o r g a n i z a t i o n  a n d  the 
c r e d i t o r s  a n d  s h a r e h o l d e r s  h i r e d  Mr. D u n c a n  McC.laren, a l e g e n d  in 
the C a n a d i a n  a i r  i n d u s t r y ,  a g r e a t  m a n a g e r  a n d  a l e g e n d a r y  w o r k e r  
[TAPE C H A N G E ]  . . . S e c t i o n  408 to t a k e  care of t h a t  p r o b l e m .

R O D E Y :  T h a n k  you, Mr. Brown. T h i s  is a p r o b l e m
c u r r e n t l y  i n  A l a s k a .  It in p o s s i b l e  for i n d i v i d u a l s  w h o  
i n c o r p o r a t e  to r u n  u p  all s o r t s  of b i l l s ,  n o t  pay its c r e d i t o r s ,  
a n d  t h e n  j u s t  m o v e  a w a y  f r o m  t h a t  c o r p o r a t i o n ,  w i l l  e v e n t u a l l y  be 
r e s o l v e d  b y  t h e  s t a t e ,  set 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  b i l k  a 
l o t  of s m a l l  t r a d e s m e n  w h o  w o r k  for t h e  c o r p o r a t i o n ,  c r e d i t o r s ,  
w h a t  h a v e  y o u ,  m o v e  on. Y o u  c a n  do it in s e r i a l  f a s h i o n .  It is 
c u r r e n t l y  b e i n g  a b u s e d  p r e s e n t l y  in  the s t a t e .  Mr, A b b o t t  h a s  
k e p t  a n  e y e  on this, h a s  h a d  a p r a c t i c e  in t h a t  a r e a  of the law 
for 15 y e a r s .  B u t  i t  in c u r r e n t l y  a p r o b l e m .  T h e r e  a r e  a l o t  of 
h o n e s t  A l a s k a n s  w h o  l o s e  m o n e y  b e c a u s e  of t h i s  p r o b l e m ,

F E S S L E R :  A n d  I t h i n k  the p r o b l e m  is a l s o  t h a t  it h a s  a 
b r o a d e r  r a m i f i c a t i o n .  To  t h e  e x t e n t  t h a t  c i t i z e n s  g e t  the 
i m p r e s s i o n  t h a t  t h e r e  are t r i c k s  o u t  t h e r e  for p e o p l e  w h o  a r e  in 
w i t h  l a w y e r s ,  if y o u  w i l l .  It d e m e a n s  m y  p r o f e s s i o n  of w h i c h  I 
a m  v e r y  p r o u d .  W e  w e r e  n e v e r  the s o u r c e  of t h i n  v a l u e  j u d g m e n t ,
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t h a t  p e o p l e  c o u l d  p u l l  t h i s  ty p e  of thing. But to the e x t e n t  
t h a t  p e o p l e  b e l i e v e  t h a t  if y o u  q u o t e ,  k n o w  t h e  law, y o u  c a n  do 
b a d  t h i n g s  a n d  g e t  a w a y  w i t h  it. Y o u  c a n  do h u r t f u l  t h i n g s  a n d  
h a v e  no a c c o u n t a b i l i t y .  It c r e a t e s  a n  i m p r e s s i o n  of the l a w  
w h i c h  n o n e  of us h a v e  an i n t e r e s t  in s e e i n g  f u r t h e r e d  in t h e  
m i n d s  of c i t i z e n s .  B e c a u s e  the m i n u t e  o n e  law b e c o m e s  s u s p e c t  
l i k e  this, t h e  c l o u d  f a l l s  ov e r  all law. A n d  so t h i s  is p r o b a b l y  
t h e  m o s t  i m p o r t a n t  v a l u e  j u d g m e n t  r’bo u t  c o r p o r a t i o n s .  T h e y  h a v e  
d o n e  g r e a t  t h i n g s  for us. B u t  the i d e a  of a o n e - p e r s o n  
c o r p o r a t i o n ,  a n d  the o n l y  p e r s o n  t h a t  p r o b a b l y  h a s  p u l l e d  off 
t h a t  r o l e  re a l  w e l l  .in h i s t o r y ,  w a s  Louie: t h e  F o u r t e e n t h  a n d  a 
t r e m e n d o u s  p r i c e  w a s  p a i d  for t h a t  n o t i o n .

U E H L I N G :  If w e  c a n  k i n d  of go  b a c k  to the s e c t i o n
r e g a r d i n g  t h e  f o r e i g n  c o r p o r a t i o n s ,  m a y b e  y o u  c o u l d  e x p l a i n  w h a t  
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  t o o k  as  far as a n  a p p r o a c h  a s  
a c o m p a r i s o n  of w h a t  o c c u r r e d  i n  C a l i f o r n i a  r e g a r d i n g  the f o r e i g n  
c o r p o r a t i o n  s i t u a t i o n  there.

F E S S L E R :  B e c a u s e  C a l i f o r n i a  h a s  t h i s  b a s i c  s o c i a l
p r o b l e m  t h a t  in o r d e r  to e v a d e  t h e  r e s t r i c t i o n s  on l o n g - t e r m  
d i r e c t o r  t e r m s  or in o r d e r  to h a v e  a b o a r d  c l a s s i f y  itself, m o s t  
i m p o r t a n t  C a l i f o r n i a  busii *■ ss, m o s t  c o r p o r a t e  b u s i n e s s  a t  the 
m o m e n t  in my  state, is f o r e i g n  i n c o r p o r a t e d .  R u n s  to  a d i f f e r e n t  
j u r i s d i c t i o n  a n d  conies b a c k  h o m e  a n d  s a y s  w e 1 v e  b e e n  g o n e  20 
m i n u t e s ,  a n d  w e  a r e  now a f o r e i g n  c o r p o r a t i o n ,  w e ’re a D e l a w a r e  
c o r p o r a t i o n .  T h e  b a s i c  s o c i a l  p r o b l e n  v/e h a d  in C a l i f o r n i a  w h e n  
v/e a p p r o a c h e d  t h e  r e v i s i o n  of the l e g i s l a t i o n  w a s  t o  say, well, 
w i l l  w e  g i v e  up t h e s e  v a l u e  j u d g m e n t s  v/hien v/e'v e  h a d  for m a n y  
y e a r s .  A n d  t h e  bar a s s o c i a t i o n ,  f r a n k l y ,  a n d  t h e  b a n k i n g  
i n d u s t r y  t h o u g h t  t h a t ’s w h a t  w a s  g o i n g  to  h a p p e n .  T h a t  w e  w e r e  
g o i n g  t o  g e t  a c o r p o r a t i o n  l a w  t h a t  l o o k e d  m o r e  l i k e  t h a t  of 
o t h e r  s t a t e s .  W h a t  t h e  l e g i s l a t u r e  did, i n t e r e s t i n g l y  e n o u g h ,  
a n d  I t h i n k  it r e m a i n s  to  be s e e n  b e c a u s e  i t ' s  c o s t i n g  us a l o t  
o f  m o n e y  in l i t i g a t i o n  in f r o n t  of the f e d e r a l  s u p r e m e  court, w a s  
t o  say, no, if ci c o r p o r a t i o n  has a c e r t a i n  p e r c e n t a g e  of its 
e m p l o y e e s  in C a l i f o r n i a ,  d o e s  a c e r t a i n  v o l u m e  of b u s i n e s s  in 
C a l i f o r n i a ,  h a s  a c e r t a i n  a m o u n t  of its o w n e r s h i p  o w n e d  by 
s h a r e h o l d e r s  in C a l i f o r n i a ,  t h e n  e v e n  t h o u g h  i t  p u r p o r t s  to bo a n  
A l a s k a  c o r p o r a t i o n  or a D e l a w a r e  c o r p o r a t i o n ,  w e ’re g o i n g  to say 
t h a t  i t ’s m e r e l y  a p s e u d o  f o r e i g n  c o r p o r a t i o n ,  a n d  w e ’re g o i n g  to 
a p p l y  C a l i f o r n i a’s lav/s to it. N o w  the AlAoAiri-iayf/tlil l i t i g a t i o n  
is p e n d i n g  in t h e  C a l i f o r n i a  S u p r e m e  C o u r t  w h e r e  it h a s  b e e n  on 
h o l d  for n e a r l y  t h r e e  ye a r s .  D e l a w a r e’s c o u r t s  h a v e  a l r e a d y  
.Litigated the A r d sn-Mavfair, c a s e  a n d  c o m e  to the c o n c l u s i o n  t h a t  
C a l i f o r n i a  w a s  a t t e m p t i n g  t o  d e n y  f u l l  f a i t h  a n d  c r e d i t  to the 
p u b l i c  a c t s  of a s i s t e r  state. U l t i m a t e l y ,  t h e  f e d e r a l  s u p r e m e  
c o u r t  w i l l  h a v e  to d e c i d e  v/h e t h e r  C a l i f o r n i a’s n o t i o n  of p s e u d o  
f o r e i g n  c o r p o r a t i o n s  is an  i d e a  w h o s e  t i m e  h a s  come. The 
j u d g m e n t  of the c o m m i s s i o n  w a s  'h t h e r e  a r e  no p s e u d o  f o r e i g n  
c o r p o r a t i o n  c o n c e p t s  in this b i l l . I n s t e a d ,  w e  .increased the
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r e p o r t i n g  ob.lig t i o n s  on f o r e i g n  c o r p o r a t i o n s  to k e e p  us i n f o r m e d  
of t h e  n a t u r e  of t h eir a c t i v i t i e s .  We  g r e a t l y  i n c r e a s e d  the
c i r c u m s t a n c e s  u n d e r  w h i c h  i t ' s  c l e a r  t h a t  t h e y  m u s t  seek a
c e r t i f i c a t e  to do b u s i n e s s  in the S t a t e  of A l a s k a .  B u t  y e  h a v e
n o t  a t t e m p t e d  to i n t e r f e r e  w i t h  t h e i r  i n t e r n a l  c o n t r o l  a n d
m a n a g e m e n t  su c h  a s  C a l i f o r n i a  h a s  done, b e c a u s e  v e  h a v e n ' t  d o n e  
it to our own p e o p l e .  W e  h a v e n ' t  s a i d  y o u  h a v e  to h a v e  a b o a r d  
v/ith o n e - y e a r  terms, t h a t  y o u  c a n ' t  c l a s s i f y  the board, t h a t  y o u  
h a v e  to h a v e  c u m u l a t i v e  v o t i n g .  Our d e f a u l t  m o d e  if y o u  d o n ' t  
s a y  is, y o u  do h a v e  one-yee ton u s ,  if y o u  do h a v e  c u m u l a t i v e  
v o t i n g  a n d  y o u  d o n ' t  h a v e  b s s i f i c a t i o n .  But v/e d i d n ' t
f e e l  t h a t  it w a s  n e c e s s a r y  to o l v e d  in t h a t  p o s i t i o n .  B u t
l a t e r  on in w h a t  m a y  be f i v e  'ears a s  y o u  see t h e  o u t c o m e
of t h e  A t d e n - M a y f a ir m a t t e r ,  a if y o u  d e c i d e  y o u  w a n t  to
a d o p t  c e r t a i n  s i m i l a r  rules, t I d  be a n  a p p r o p r i a t e  ti m e  to
do that. B u t  t h e r e  is n o t h i n g  n» nov; t h a t  c o n t a i n s  that.

B R O W N :  A t  l e a s t  s o m e  of t h e  m e m b e r s  of the c o m m i s s i o n  
t h i n k  the D e l a w a r e  v i e w  is g o i n g  to p r e v a i l  in the s t a t e  s u p r e m e  
cou r t ,  and t h a t ' s  o n e  of the r e a s o n s  w h y  t h e  p r o v i s i o n  is w r i t t e n  
t h a t  wa y .

R O D E Y :  T h a n k  you, Hr. Brown.

U E H L I N G :  T h i s  is a f o l l o w  u p  q u e s t i o n .  A n d  in j u s t  
s o r t  of r e a d i n g  t h r o u g h  t h i s  I g o t  t h e  f e e l i n g  w h a t  w o u l d  be t h e  
s i t u a t i o n  l i k e  if y o u  t o o k  a s t a t e  l i k e  D e l a w a r e  w h e r e  w e  h a d  a 
s i t u a t i o n  w h e r e  c o m p a n i e s  a r e  g o i n g  to  i n c o r p o r a t e  thv»: b e c a u s e  
i t 1-; a v e r y  p r o - m a n a g e m e n t  k i n d  of s i t u a t i o n ,  w h e r e  in C a l i f o r n i a  
i t ' s  v e r y  p r o - s h a r e h o l d e r ,  t h e  s h a r e h o l d e r  is a c o m p l e t e l y  
d i f f e r e n t  s i t u a t i o n ,  h o w  d o e s  A l a s k a  r a t e  on t h a t  s p e c t r u m ?  
W o u l d  t h e y  bo c o n s i d e r e d  a v e r y  p r o - m a n a g e m e n t  s i t u a t i o n ?

F E S S L E R :  No. T h e  d e f a u l t  p r o v i s i o n s ,  e v e r  s i n c e  I
l e a r n e d  to use the p e r s o n a l  c o m p u t e r ,  I've p i c k e d  u p  t h e  j a r g o n ,  
e x c u s e  me. T h e  p r o v i s i o n s  t h a t  a r e  in p l a c e  jf y o u  d o n ' t  say 
o t h e r w i s e  of the A l a s k a  s t a t u t e  today, b e c a u s e  i t ' s  a v e r s i o n  of 
t h e  e a r l y  '50's m o d e l  a c t  w o u l d  t o d a y  be c a l l e d  a p r o - s h a r e h o l d e r  
j u r i s d i c t i o n .  A n d  the p r o v i s i o n s  w h i c h  w o u l d  l o c k  i n t o  p l a c e  in  
t he a b s e n c e  of a g r e e m e n t  t h a t  t h e y  be o t h e r w i s e  u n d e r  t h i s  b i l l  
a r e  a l s o  p r o - s h a r e h o l d e r  p r o v i s i o n s .  B u t  so t h a t  A l a s k a  w o u l d  in 
the d e f a u l t  m o d e  l i n e  up l o o k i n g  v e r y  m u c h  m o r e  l i k e  C a l i f o r n i a  
th a n  D e l a w a r e .  B u t  it  w o u l d  bo p o s s i b l e  for p e o p l e  to m a k e  a n  
.intelligent a n d  .informed d e c i s i o n  to f o r m  a v ery, v e r y  m a n a g e m e n t  
o r i e n t e d ,  r e d u c e d  r o l e  for s h a r e h o l d e r  c o r p o r a t i o n ,  n o t  g o i n g  a s  
far as D e l a w a r e  h a s  gone. For i n s t a n c e ,  a g o o d  e x a m p l e  in 
D e l a w a r e .  it is p o s s i b l e  that the b o a r d  of d i r e c t o r s  w o u l d  h a v e  
the e x c l u s i v e  p o w e r  to a m e n d  the a r t i c l e s  a; d b y l a w s , a n d  the 
s h a r e h o l d e r s  c o u l d  b e  o u s t e d  f r o m  a n y  r o l e  \ z  all. T h a t  w o u l d  
n o t  be p o s s i b l e  in A l a s k a .  It i s n ' t  possil ...e u n d e r  c u r r e n t  l a w  
w i t h  r e g a r d  to the a r t i c l e s .  It w o u l d  n o t  be p o s s i b l e  w i t h
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r e g a r d  to t h e  b y l a w s  s h o u l d  t h e  l e g i s l a t u r e  e n a c t  t h i s  bill. So 
it c o n t i n u e s  to l e a v e  A l a s k a  l a w  w i t h  m o s t  o t h e r  w e s t e r n  
j u r i s d i c t i o n s  as  h a v i n g  a p r o - s h a r e h o l d e r  bias, b u t  n o t  g o i n g  
n e a r l y  as far a s  C a l i f o r n i a .

R O D E Y :  A r e  t h e r e  o t h e r  q u e s t i o n s  f r o m  m e m b e r s  -of the 
c o m m i t t e e ?  If t h e r e  a r e  . . .

F E S S L E R :  I ' l l  r e m a i n  in the room, Mr. C h a i r m a n ,  in c a s e  
a n y o n e  d o e s  h a v e  a n y  q u e s t i o n s  for me, b u t  t h e r e  a r e  o t h e r  
w i t n e s s e s  d e s i r i n g  to a p p e a r .

R O D E Y :  T h e  n e x t  w i t n e s s  is W i l l i s  K i r k p a t r i c k ,  the
d i r e c t o r  of the d i v i s i o n  of b a n k i n g  a n d  s e c u r i t i e s .

K I R K P A T R I C K :  Mr. C h a i r m a n  a n d  c o m m i t t e e  m e m b e r s .  M y  
n a m e  is W i l l i s  K i r k p a t r i c k .  I a m  d i r e c t o r  of b a n k i n g  a n d  
s e c u r i t i e s  for the S t a t e  of A l a s k a .  I'd f i r s t  l i k e  to say t h a t  w e  
h a v e  a p p r e c i a t e d  t h e  o p p o r t u n i t y  to j o i n  w i t h  t h e  c o m m i s s i o n  as a 
p a r t i c i p a n t  in d i s c u s s i o n  in t h e i r  w o r k .  I b e l i e v e  t h a t  a n y  of 
the c o n c e r n s  the s t a t e  h a s  h a d  as far as t h e  a d m i n i s t r a t i o n  of 
t h i s  n e w  code, t h e  c o m m i s s i o n  h a s  k n o w n  u p  f r o n t  a s  to w h a t  the 
p r o b l e m s  w e ' v e  had. O n e  of t h e  t h i n g s  I'd l i k e  to p o i n t  o u t  is 
t h a t  w h a t  I a m  e x c i t e d  a b o u t  in t h eir w o r k  is t h a t  in a p r e s e n t  
s i t u a t i o n  w h e r e  w e  h a v e  an o l d  O r e g o n  law, in a s i t u a t i o n  w h o r e  
v/e h a v e  v e r y  l i t tle, if any, s t a t e  c o m m o n  l a w  c o u r t  c a s e s  the 
a d m i n i s t r a t i o n  of t h e  p r o v i s i o n s  of t h e  A l a s k a  B u s i n e s s  
C o r p o r a t i o n s  C o d e  as it s t a n d s  t o day is s o m e w h a t  s u s p e c t  in s o m e  
of its l e g i s l a t i v e  i n t e n t .  A n d  to d e t e r m i n e  l e g i s l a t i v e  .intent, 
v/e go back, to O r e g o n  law, we  g o  b a c k  to O r e g o n  cases, w e  cjo b a c k  
to the s p a r s e  o f f i c i a l  c o m m e n t s  u n d e r  the m o d e l  code. W i t h  the 
p a s s a g e  of t h i s  b i ll, I t h i n k  t h a t  our w o r k  as far as  w o r k i n g  
w i t h  the c o r p o r a t i o n s  in m a i n t a i n i n g  t h e i r  f i l e s  is g o i n g  to be a 
w h o l e  lot. e a s i e r  b e c a u s e  of the o f f i c i a l  c o m m e n t s  a 3 o n e . 
E v e r y t h i n g  h a s  b e e n  a d d r e s s e d .  I w o u l d  s u g g e s t  t h a t  in 
c o n s i d e r i n g  the p a s s a g e  of t h i s  bill, t h a t  t h e y  m a k e  p a r t  of the 
r e c o r d  the o f f i c i a l  c o m m e n t s  a s  to the n e w  law. '.(’h e r e  is o n l y  
o n e  p a r t i c u l a r  a r e a  t h a t  I h a v e  a p r o b l e m  w i t h ,  a n d  t h a t  is in 
S e c t i o n  733 on p a g e  127, in t h e  f i l i n g  of f o r e i g n  c o r p o r a t i o n s  to 
do b u s i n e s s  in the S t a t e  of A l a s k a .  O n  l i n e  7, b e g i n n i n g  o n  l i n e  
7, it r e q u i r e s  t h a t  t o g e t h e r  w i t h  n c e r t i f i e d  c o p y  of its 
a r t i c l e s  of i n c o r p o r a t i o n  all a m e n d m e n t s  to the a r t i c l e s  . . .  In 
o t h e r  w o r d s ,  w h a t  t h e y  a r e  s a y i n g  h e r e  is t h a t  o n e  of the 
p r o v i s i o n s  for a f o r e i g n  c o r p o r a t i o n  to q u a l i f y  to do b u s i n e s s  in 
the L t a t e  of A l a s k a ,  is t h a t  it w o u l d  h a v e  to f i l e  its a r t i c l e s  
w i t h  the s t a t e  a n d  a n y  a m e n d m e n t s  I j  t h o s e  a r t i c l e s .  In a 
h e a r i n g  l a s t  s e s s i o n ,  v e  b r o u g h t  t h i s  up  a n d  I b e l i e v e ,  y o u ' d  
h a v e  to c h o c k  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  on this, but I 
b e l i e v e  it w a s  a g r e e d  u p o n  t h a t  t h e y  w o u l d  r e c o n s i d e r  t h a t  
r e q u i r e m e n t  to f i l e  a r t i c l e s .  A t  the p r e s e n t  t i m e  a r t i c l e s  of 
f o r e i g n  c o r p o r a t i o n s  a r e  n o u  f i l e d  w i t h  the s t a t e .  W e  f i n d  t h a t
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s o m e  of our s i s t e r  states, t h o s e  t h a t  do h a v e  t h i s  p r o v i s i o n ,  a r e  
l o o k i n g  at d r o p p i n g  their, I t h i n k  the l a s t  o n e  w e ' v e  h e a r d  f r o m  
is Texas. N o w  I d o n ' t  b e l i e v e  t h a t  it is g o i n g  to c r e a t e  any
h a r d s h i p  to a n y b o d y  in the S t a t e  of A l a s k a  t h a t  w i s h e s  to f i n d
o u t  the s u b s t a n c e  of the a r t i c l e s  of a f o r e i g n  c o r p o r a t i o n .
F i r s t  of all, if t h e y  a r e  l o o k i n g  for the o f f i c e r s  a n d  d i r e c t o r s  
oi the f o r e i g n  c o r p o r a t i o n ,  we  can l o o k  a t  t h e  a p p l i c a t i o n  t h e y  
f i l e  w i t h  us g i v i n g  us  t h a t  p a r t i c u l a r  i n f o r m a t i o n .  If t h e y  do 
w a n t  a c o p y  of the a r t i c l e s  of i n c o r p o r a t i o n  or the a m e n d m e n t s  to 
the a r t i c l e s  of i n c o r p o r a t i o n  of a f o r e i g n  c o r p o r a t i o n ,  the p l a c e  
t h a t  w o u l d  h a v e  the m o s t  c u r r e n t  f i l i n g  w o u l d  be the s t a t e  of 
d o m i c i l e  so t h a t  t h e y  a r e  a v a i l a b l e .  W e  w o u l d  b e  m o r e  t h a n  h a p p y
to a s s i s t  a n y b o d y  t h a t  w a n t e d  t h a t  to f i n d  o u t  the p r o p e r
p r o c e d u r e s  to o b t a i n  t h o s e  r e c o r d s .  W i t h  m y  u n d e r s t a n d i n g  t h a t
t h i s  p r o v i s i o n ,  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  h a d  no 
p a r t i c u l a r  p r o b l e m  w i t h  th a t  b e i n g  d r o p p e d ,  the f i s c a l  n o t e  t h a t  
I p r e p a r e d  w a s  z e r o e d  out. If t h i s  p r o v i s i o n  s t a y s  in, I am
g o i n g  to a s k  for a r e v i s i o n  of the f i s c a l  n o t e  b e c a u s e  one of the 
p r o b l e m s  v/e h a v e  n o w  is j u s t  f i l e  m a i n t e n a n c e .  T h e  b i g g e s t
p r o b l e m  in f i l e  m a i n t e n a n c e  is a m e n d m e n t s  to a r t i c l e s .  W c  
r e c e i v e  a g r e a t  n u m b e r  of a m e n d m e n t s  to a r t i c l e s  e v e r y  day, a n d  
o n e  of the t h i n g s  w e  h a v e  to dc is t h a t  w e  j u s t  d o n ' t  f i l e  the 
a m e n d m e n t s .  A  lot of t i m e s  w e  h a v e  to l o o k  b a c k  t h r o u g h  the
f i l e s  to s e e  w h a t  the p r i o r  a r t i c l e s  c o n t a i n  t o  sc? a m e n d m e n t s
a r e  c o n s i s t e n t .  If n o t h i n g  m o r e  t h a n  a r t i c l e  or d e r .  T h a t  is the 
o n l y  c o m m e n t  t h a t  I h a v e  as far as a n y  c h a n g e s  a r e  c o n c e r n e d ,  a n d  
I a m  s o r r y  I d o n ' t  h a v e  an a m e n d m e n t  p r e p a r e d ,  b u t  I w o u l d  be
m o s t  h a p p y  to. I w o u l d  r e p l a c e  t h a t  w o r d  w i t h  a c e r t i f i c a t e  of 
c o m p l i a n c e  e x e c u t e d  by the o f f i c e r  of d o m i c i l e ,  or t h e  o f f i c i a l  
of d o m i c i l e .  I a m  o p e n  to a n y  q u e s t i o n s .

R O D E Y : If I m i g h t  ask e i t h e r  C h a i r m a n  A b b o t t  or
P r o f e s s o r  F e s s l e r  t o  r e s p o n d .

A B B O T T :  Yos, Mr. C h a i r m a n .  W e  h a d  p r e v i o u s l y  a g r e e d
w i t h  Mr. K i r k p a t r i c k  t h a t  w e  w o u l d  m a k e  t h a t  c h a n g e .
U n f o r t u n a t e l y ,  c o n s i d e r a t i o n  of t h i s  m a t t e r  c a m e  u p  a f t e r  i.ho 
b i l l  w a s  p r i n t e d .  S o  it is the p o s i t i o n  of the c o m m i s s i o n  t h a t  
t h i s  r e q u i r e m e n t  s h o u l d  be d e l e t e d  w h e n  it w a s  b r o u g h t  to our 
a t t e n t i o n  t h a t  it w o u l d  s e r v e  no u s e f u l  p u r p o s e  a n d  w o u l d  i m p o s e  
an  a d d i t i o n a l  f i s c a l  b u r d e n  on the c o m m i s s i o n e r  of c o m m e r c e .  We  
a r e  in c o m p l e t e  agreement; t h a t  the p r o v i s i o n  s h o u l d  b e  d e l e t e d ,  
a n d  t h e r e  s h o u l d  be n o  r e q u i r e m e n t  to f i l e  f o r e i g n  a r t i c l e s  or 
a m e n d m e n t s .

R O D E Y :  T h a n k  you, C h a i r m a n  A b b o t t .  Mr. Brown.

B R O W N : O n  b e h a l f  of the c o m m i s s i o n ,  I a m  s u r e  t h e y
w o u l d  ag r e e ,  it w o u l d  be v e r y  n i c e  if P r o f e s s o r  F e s s l e r  w e r e  
i n v o l v e d  in s t r u c t u r i n g  the a m e n d m e n t  that- t h e  c o m m i t t e e  m i g h t  be 
i n t e r e s t e d  . . .



RO D E Y :  T h a t ' s  a v e r y  g o o d  s u g g e s t i o n ,  Mr. Brown.
P r o f e s s o r ,  w o u l d  it be p o s s i b l e  for y o u  to p r e p a r e  t h a t  
a m e n d m e n t ?

F E S S L E R :  C e r t a i n l y .

R O D S Y :  Mr. K i r k p a t r i c k ,  c o n t i n u e .

K I R K P A T R I C K :  O n e  o t h e r  i t e m  t h a t  m y  n o t e s  shew. On 
p a g e  138 a n d  139, on l i n e  20 of p a g e  138 it r e f e r s  to the
m i s d e m e a n o r ,  a n d  m y  s t a f f  sa y s  t h a t  it s h o u l d  be e i t h e r  a r a t e d  
m i s d e m e a n o r  A  or B to be c o n s i s t e n t  w i t h  T i t l e  9. A n d  t h e  s a m e  
w i t h  l i n e  9 on p a g e  139. T h a t  a l s o  r e l a t e s  to a m i s d e m e a n o r .

R O D E Y :  If I mi.gut a d d r e s s  C h a i r m a n  A b b o t t  or P r o f e s s o r
F e s s l e r ,  a r e  v/e in  t h a t  c a s e  t a l k i n g  a b o u t  a C l a s s  A
m i s d e m e a n o r ?

A B B O T T :  T h a t ' s  our u n d e r s t a n d i n g ,  Mr. C h a i r m a n .  Yes.

R O D E Y :  If a g a i n  I c o u l d  r e q u e s t  you, P r o f e s s o r  F e s s l e r ,  
to  p r e p a r e  t h e  a p p r o p r i a t e  a m e n d m e n t  b a s e d  on c u r r e n t  A l a s k a  
c r i m i n a l  law.

F E S S L E R :  T h e  q u e s t i o n  h a s  b e e n  asked, h a s  b e e n
p r e p a r e d ,  is o n e  of tho a m e n d m e n t s  t h a t  C h a i r m a n  A b b o t t  w a s  
r e f e r r i n g  to is b e i n g  t r a n s m i t t e d  . , .

R O D E Y :  T h a n k s ,  P r o f e s s o r .  O b v i o u s l y  v/e c a n ' t  take a n y  
o f f i c i a l  a c t i o n  h e re. If t h e r e  a r c  a n y  q u e s t i o n s ,  w e ' l l  ha v e  
t h i s  p r e p a r e d  a n d  d e l i v e r e d  to c o m m i t t e e s  o n  b o t h  s i d e s  for t h e i r  
c o n s i d e r a t i o n  a n d  S e n a t o r  Ilulcahy a n d  m y s e l f  w i l l  e x p l a i n  i t  on 
our s i d e  a n d  . . .

C O W D E R Y :  C o u l d  I, I w a s  w o n d e r i n g  w h a t  f i n a n c i a l  b u r d e n  
w o u l d  t h is, if v/e a d o p t  t h i s  to  t h e  e x i s t i n g  c o r p o r a t i o n  for the 
state, w o u l d  it b e  to c o n f o r m ,  is t h e r e  a n y  g r a n d f a t h e r i n g  
s i t u a t i o n s  . . .

K I R K P A T R I C K :  If I u n d e r s t a n d  y o u r  q u e s t i o n ,  Mr.
C h a i r m a n ,  a s  to  w h a t  t h i s  is g o i n g  to do to e x i s t i n g  
c o r p o r a t i o n s .  I t h i n k  the l a s t  t w o  s e c t i o n s  o f  the b i l l  p r e t t y

#•
iev/ c o r p o r a t i o n  t h a t  is c o m i n g  on b o a r d .  I d o n ' t  t h i n k  k’uc . c  
/ill be an f i n a n c i a l ,  I t h i n k  the p r o b l e m  is go i.ng t o  be 
ia sic.illy on the s t a t e ' s  s i d e  a s  far a s  g e t t i n g  the i n f o r m a t i o n  
:>ut a n d  y e t t i n g  t h e  t r a n s i t i o n  g o i n g .  I d o n ' t  e n v i s i o n  any
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e c o n o m i c  p r o b l e m  on  t h e  
c o r r e s p o n d e n c e  f e e s ,  b u t  
p r o b l e m .

c o r p o r a t i o n  

. » * I d m
I 

11
am
see

w o n d e r i n g  
it ai

a b o u t  
a m a j o r

R O D E Y :  I j u s t  m i g h t
V7ritten to r e d u c e  l e g a l  feei 
c e r t a i n t y  in t h e r e  so t h a t  a 
u n d e r s t a n d i n g  of t h e  l a w  j u s t  
to c o n s u l t  a l a w y e r .  So I 
r e d u c t i o n  of a t t o r n e y ' s  fees. 
Mr. K i r k p a t r i c k ?  If n o ne, t h a n k  
do h a v e  f l o o r  c e s s i o n  n o w  a t  
1 1 : 0 0  o ' c l o c k  o n  M o n d a y s ,  a s  
l e g i s l a t o r s .  W o u l d  y o u  l i k e  m e

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

l a y m a n  w o u l d  h a v e  a m u c h  g r e a t e r  
by r e a d i n g  t h e  l a w  w i t h o u t  h a v i n g  
thir. k t h e r e  w i l l  be a c t u a l l y  a 
A r e  t h e r e  a n y  o t h e r  q u e s t i o n s  for 
y o u  v e r y  m u c h  Mr. K i r k p a t r i c k .  W e  

1 0:00 a.m. W e  d o n ' t  g o  in u n t i l  
a c o n v e n i e n c e  to t h e  Z m c h o r a g e  
to s t a y ?

A B B O T T :  Mr. C h a i r m a n ,  if I m i g h t ,  t h e r e  a r e  o n l y  two 
o t h e r  p e o p l e  t h a t  i n t e n d  to o f f e r  b r i e f  t e s t i m o n y .  T h a t ' s  L i z  
J o h n s t o n  a n d  Irv B e r t r a m .

R O D E Y :  In c o n s u l t a t i o n  w i t h  H o u s e  c h a i r m a n ,  I w i l l  s t a y  
h e r e  if S e n a t o r  M u l c a h y  is a g r e e a b l e  a n d  l i s t e n  to the c o m m e n t s  
of E l i z a b e t h  J o h n s t o n  a n d  Irv B e r t r a m  a n d  t h e n  r e p o r t  to you, 
sir. T h a n k  you, g e n t l e m e n .  N e xt, I'd l i k e  to c a l l  E l i z a b e t h

I t ' s  a l w a y s  d i s c o n c e r t i n g  to beJohnston.
e v e r y b o d y  l e a v i n g .  But, S e n a t o r  M u l c a h y  a n d  I w i l l  
a n y  a b s e n c e  of n u m b e r s .  You h a v e  t h e  fl o o r ,  m u c a m .

t e s t i f y i n g  and h a v e  
m a k e  u p  for

a 1 jeth J o h n s  ton. 1 1 m  
T o d a y  I a m  
of N a t i v e s

J O H N S T O N :  G e n t l e m e n .  My n a m e  is Elis 
g e n e r a l  c o u n s e l  to B r i s t o l  B a y  N a t i v e  C o r p o r a t i o n ,  
h e r e  s p e a k i n g  on b e h a l f  of the A l a s k a  F e d e r a t i o n  
c o n c e r n i n g  t h e  b i l l  on the r e v i s i o n  of t h e  c o r p o r a t e  s t a t u t e s ,  
t h e  p r o f i t  c o r p o r a t e  s t a t u t e s .  You w i l l  be  d e l i g h t e d  to  k n o w  m y  
c o m m e r t s  w i l l  b e  b r i e f .  T h i s  is b e c a u s e  v/e h a v e  h a d  e x t e n s i v e  
o p p o r t u n i t y  to p r e s e n t  our c o n c e r n s  b e f o r e  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 .  l y  w a y  of b a c k g r o u n d ,  I c a n  toll y o u  t h a t  in the 
s u m m e r  o f  1982, t h e  A l a s k a  F e d e r a t i o n  of N a t i v e s  c r e a t e d  a 
s u b c o m m i t t e e .  A n d  t h e  m e m b e r  of t h e  s u b c o m m i t t e e  h a d  b o t h  
r e g i o n a l  a n d  v i l l a g e  c o r p o r a l s o n  b a c k g r o u n d s ,  a n d  the c o m m i t t e e  
w a s  c r e a t e d  to r e v i e w  a n d  t e s t i f y  o n  t h e  p r o p o s e d  r e v i s i o n .  W e  
m e t  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  on t h r e e  s e p a r a t e  o c c a s i o n s  
a n d  m a d e  e x t e n s i v e  c o m m e n t s .  B a s e d  on  t h e  r e c e p t i v i t y  of the 
c o m m i s s i o n  to o u r  c o m m e n t s ,  a n d  t h e  w a y  t h e y  w e r e  a b l e  to m o a t  
our c o n c e r n s ,  in A p r i l  of .1983 J a n i e  Lo a s k ,  w h o  is the p r e s i d e n t  
of t h e  f e d e r a t i o n ,  w r o t e  .n s u p p o r t  of the p r o p o s e d  /revision. 
A n d  s h e  c o m m e n t e d  c p s c i r i c a l l y  on t h e  q u a l i t y  of the n e w  
.legislative s c h e m e ,  on t h e  t e c h n i c a l  c o m m e n t a r y  w h i c h  h a s  a l r e a d y  
b e e n  b r o u g h t  up b y  s o m e  of t h e  o t h e r  p e o p l e .  B u t  the fa c t  t h e r e  
t h e r e  is t e c h n i c a l  c o m m e n t a r y  to Iv.cl' u p  the n o w  c o d e  w h i c h  
s h o u l d  h e l p  a l l  of us in the a b s e n c e  of c o u r t  c a s e s  to u n d e r s t a n d  
the- l e g i s l a t i v e  h i s t o r y .  T h e  f a c t  t here t h e r e  is th i s  k i n d  of
backup; f e e l  w i l l  m e a n  it w i l l  r e d u c e  t h e  l e g a l  e x p e n s e s  for
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th e  N a t i v e  c o r p o r a t i o n s » vie a l s o  a r t i c u l a t e d ,  c o m m e n t e d  on the 
f i n a n c e  s e c t i o n ,  t h a t  it w a s  a n  i m p o r t a n t  r e f o r m .  U n l i k e  
P r o f e s s o r  F e s s l e r  I c a n  r e a d  n u m b e r s ,  a n d  I s t i l l  feel t h a t  it is 
a s i g n i f i c a n t  a c c o m p l i s h m e n t .  I w a s  f o r c e d  to. Go f i n a l l y  the 
o n l y  f i n a l  c o m m e n t  is t h a t  t h i s  is a b i l l  w h i c h  d o e s  s t r e n g t h e n  
the r i g h t s  of s h a r e h o l d e r s  a n d  do e s  s t r e n g t h e n  t h e  r e q u i r e m e n t s  
of p e r i o d i c  r e p o r t i n g  b y  c o r p o r a t i o n s  to t h e i r  s h a r e h o l d e r s .  It 
is a p r o - s h a r e h o l d e r  d o c u m e n t ,  a n d  t h e  f e d e r a t i o n  s u p p o r t s  the 
r e v i s i o n .

R O D E Y :  S e n a t o r  M u l c a h y ,  do y o u  h a v e  a n y  q u e s t i o n s  for 
M i s s  J o h n s t o n ?  T h a n k  you, a p p r e c i a t e  y o u r  c o m i n g .  Ne;:t I ’d l i k e  
to c a l l  Irv B e r t r a m .

B E R T R A M :  I ' m  Irv B e r t r a m ,  a n d  I a m  a s s i s t a n t  c o u n s e l  to 
A l a s k a  A i r l i n e s .  V7e h a v e  l o o k e d  at the b i l l  a n d  d i s c u s s e d  it w i t h  
th e  c o m m i s s i o n  to r a i s e  so m e  of the c o n c e r n s  w e  have. Our b y l a w s  
a n d  a r t i c l e s  g o  bac!: to 1 9 38, a t  l e a s t  t h e  a r t i c l e s  do. The 
b y l a w s  h a v e  b e e n  c h a n g e d  cn n u m e r o u s  o c c a s i o n s .  A n d  v/e did h a v e  
s o m e  c o n c e r n s ,  b u t  v/e f o u n d  t h a t  the c o m m i s s i o n  h a s  m a d e  some 
c h a n g e s  t h a t  v i l l  a s s i s t  v»s in  g o i n g  f o r w a r d .  W e  t h i n k  t h a t  the 
b i l l  is v e r y  w e l l  d r a f t e d  a n d  v e r y  g o o d  a n d  w i l l  be of b e n e f i t  to 
the s t a t e  as w e l l  as b e i n g  h e l p f u l  to us.. In m y  c u r r e n t  p o s i t i o n  
a s  h o u s e  c o u n s e l ,  I h a v e  a n  o p p o r t u n i t y  to a d v i s e  m a n a g e m e n t  or 
a n s w e r  q u e s t i o n s  a b o u t  A l a s k a  law. I h a v e  p r a c t i c e d  in A l a s k a  
for a n u m b e r  of y e a r s  b e f o r e  j o i n i n g  t h e  a i r l i n e s ,  a n d  y o u  d o n ' t  
f e e l  so f o o l i s h  w h e n  y o u  h a v e  s o m e t h i n g  l a y e d  o u t  in f r o n t  of you 
in  t h e  law. Y o u  c a n  l o o k  at i t  a n d  say, w e l l ,  t h i s  is h o w  it's 
d o ne. C u r r e n t l y  A l a s k a  lav/ on c o r p o r a t i o n s  h a s  a n u m b e r  of a r e a s  
w h e r e  s i m p l y  t h e r e  i n  n o  law. A n d  so  y o u  r e a l l y  h a v e  to say, 
gee, I d o n ' t  know, m a y b e  v/e c a n  do it a n d  m a y b e  v/e can't. I t ' s  , 
. . y o u ' r e  n o t  s u r e  h o w  to do s o m e t h i n g .  B u t  I t h i n k  the bill 
a n s w e r s  that. It d o e s  p r o v i d e  a v e r y  w e l l  l a y e d  out r o a d  map, so 
to speak, w h i c h  I t h i n k  w i l l  be v e r y  h e l p f u l  n o t  o n l y  to l a r g e  
c o r p o r a t i o n s  s u c h  a s  o u r s e l v e s ,  b u t  I a l s o  b e l i e v e  t h i s  w i l l  be 
h e l p f u l  to t h e  s m a l l  m o m  a n d  p o p  o p e r a t i o n s .  T h e r e  is t h a t  o.l d 
t r i t e  s a y i n g  t h a t  i g n o r a n c e  of the l a w  is n o  e x c u s e .  How e v e r ,  
w h e n  the .law is a b o d y  of c o m m o n  lav/ w i t h  v e r y  f e w  s t a t u t o r y  
r e f e r e n c e s ,  it m a k e s  it f a i r l y  d i f f i c u l t  t o  k n o w  w h a t ' s  g o i n g  
on. On  t h e  o t h e r  h a n d ,  o n c e  t h i n g s  h a v e  b e e n  l a y e d  o u t  in a 
f a i r l y  s u c c i n c t  f o r m  t h a t  can b e  f o l l o w e d ,  i t ' s  tr u e  a l a w y e r  may 
s t i l l  b e  r e q u i r e d  a n d  s h o u l d  be  used. B u t  I t h i n k  m o s t  p e o p l e  
w i l l  h a v e  a b e t t e r  u n d e r s t a n d i n g  of w h a t  c o r p o r a t e  g o v e r n e s s  
s h o u l d  be o n c e  they h a v e  t h i s  b o d y  of l a w  in f r o n t  of them. So 
v/e t h i n k  it w o u l d  be  g o o d  for the state. A l a s k a  A i r l i n e s  w i l l  
h a v e  to m a k e  o n e  c h a n g e  in i t s  b y l a w s  as a r e s u l t  of this. It 
d o e s n ' t  a d d r e s s  e v e r y t h i n g  w e  w a n t e d .  But o n  the o t h e r  hand, v/e 
t h i n k  on t h e  w h o l e  if is v e r y  g o o d  a n d  v/e do s u p p o r t  it arid w o u l d  
r e c o m m e n d  it. T h a n k  you.

R O B E Y :  T h a n k  y o u  v e r y  m u ch, Mr. B e r t r a m .  S e n a t o r
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M u l c a h y ,  do y o u  h a v e  a n y  q u e s t i o n s ?  I a n  a w a r e  of the . . . .i.f 
t h e r e  a r e  no o t h e r  c o m m e n t s ,  Mr. Brown.

B R O W N :  O n e  c o m m e n t ,  Mr. C h a i r m a n .  T h e r e  h a v e  b e e n  m u c h  
c o m m e n t  a b o u t  the c o m m e n t s ,  a n d  the p e o p l e  w h o  are s u p p o r t i n g  the 
bill w h o  a r e  n o w  p a r t  of t h e  commission,, a r e  f i n d i n g  t h a t  the 
c o m m e n t s  a r e  v e r y  i m p o r t a n t .  I w o u l d  h o p e  a n  a d m i s s i o n  to the 
m e m b e r s  of t h e  S e n a t e  a n d  t h e  H o u s e  in t h e  e v e n t  t h i s  b i l l  is 
c o n s i d e r e d ,  t h a t  a n  a c t i o n  b e  t aken s i m i l a r  t o  w h a t  w a s  t a k e n  
w h e n  t h e  c r i m i n a l  c o d e  r e v i s i o n  w a s  p a s s e d .  A n d  t h a t  is t h e r e  be 
s p e c i f i c a l l y  a n  a f f i r m a t i v e  v o t e  on t h e  f l o o r  of e a c h  h o u s e  
a p p r o v i n g  the c o m m e n t s  or the c o m m e n t s  as  y o u  m a y  h a v e  a m e n d e d  in 
c o n c e r t  w i t h  t h e  c o m m i s s i o n  to m a k e  a c l e a r  a n d  u n a m b i g u o u s  
l e g i s l a t i v e  h i s t o r y .  T o  r e a l l y  m a k e  s u r e  t h o s e  are a v a i l a b l e  and 
t h a t  t h e y  a r e  i m p o r t a n t  l e g i s l a t i v e  h i s t o r y ,  s i n c e  t h e y  w i l l  be 
r e l i e d  on by p e o p l e  in t h e  p r i v a t e  se c t o r  as 'well as s c h o l a r s .

R O D E Y :  T h a n k  y o u ,  Mr. Br o w n .  T h a t ’s a v e r y  g o o d
s u g g e s t i o n .  O b v i o u s l y  i t ’s w i s e .  I t ’s an a r e a  of lav? w e  d o n ’t 
k n o w  m u c h  a b o u t  i n  t e r m s  of i m p o r t a n c e ,  a n d  w h e t h e r  a s e p a r a t e  
v o t e  on t h a t  r e a l l y  m e a n s  m u c h  or not.

B R O W N :  T a k e  it f r o m  A l a s k a ' s  o n l y  p u b l i s h e d  l e g a l
h i s t o r i a n .

R O D E Y :  A n d  a d i s t i n g u i s h e d  m e m b e r  of the F a i r b a n k s
bar. I t h i n k  it is a w i s e  s u g g e s t i o n  to i n c o r p o r a t e  in t h e  
j o u r n a l  a n d  to v o t e  s e p a r a t e l y  a n d  a f f i r m a t i v e l y  on the 
c o m m e n t a r y .  I t h i n k  it is a g o o d  a n d  d e s i r a b l e  m e t h o d  of 
a n n o t a t i n g  A l a s k a  laws. It is c e r t a i n l y  p r e f e r a b l e  to a l l o w i n g  
M i o h i e  C o m p a n y  to do it b a c k  east. If t h e r e  a r e  no o t h e r  
c o m m e n t s ,  the c o m m i t t e e  m e e t i n g  is a d j o u r n e d .
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TO: R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n
H o u s 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

FROM: D i c k  Regan, R e s e a r c h  D i r e c t o r
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  ' P

DATE: F e b r u a r y  3, 1984

RE: A m e n d m e n t s  to HB 3 4 3 / S B  246 on
for p r o f i t  c o r p o r a t i o n s

The s u b c o m m i t t e e  a p p o i n t e d  by the 7 iska F e d e r a t i o n  of 
N a t i v e s  to w o r k  on the c o r p o r a t i o n s  bi l l  has p r o p o s e d  t h e s e  
c h a n g e s  in the p r o p o s e d  a m e n d m e n t s  I t r a n s m i t t e d  to y o u  on 
•anuary 31, 1984: T h o s e  m e m b e r s  of the c o d e  r e v i s i o n  c o m m i s s i o n  
t h a t  c o u l d  be p o l l e d  by t e l e p h o n e  h a v e  a g r e e d  t h a t  the c h a n g e s  
a r e  a c c e p t a b l e .

(1) C H A N G  Ej:

Page 12, li n e  27-29: In the p r e v i o u s l y  p r o p o s e d
a m e n d m e n t  c h a n g e  " J a n u a r y  1, 1 9 83" to " M a r c h  24, 1982".

E X P L A N A T I O N : A  r e l a t i v e l y  r e c e n t  d a t e  is n e e d e d ,  but 
the s p e c i f i c  date c h o s e n  is n o t  of i m p o r t a n c e .  T h e  d a t e  of f i r s t  
i n t r o d u c t i o n  of the A l a s k a  C o r p o r a t i o n s  C o d e  as a b i l l  in the 
l e g i s l a t u r e  is a date u s e d  e l s e w h e r e  in the bill. U s i n g  it h e r e  
is s i m p l y  to a v o i d  u s i n g  m a n y  d i f f e r e n t  d a t e s  in the bill.

(2) C I I M G S :

Page 56, f o l l o w i n g  l i n e  28: In the p r e v i o u s l y  p r o p o s e d  
a m e n d m e n t ,  c h a n g e  " J a n u a r y  1, 1 9 7 1 "  to " M a r c h  24, 198 2 " .

E X P L A N A T I O N : T h e  b i l l  p r o v i d e s  th a t  s t a g g e r e d  t e r m s  of 
d i r e c t o r s  m u s t  be p r o v i d e d  for in the a r t i c l e s  of i n c o r p o r a t i o n .  
T h e  e f f e c t  of the c h a n g e  is th a t  a p r o v i s i o n  in a c o r p o r a t i o n ' s  
by l a w s  p r o v i d i n g  for s t a g g e r e d  t e r m s  of its d i r e c t o r s  w o u l d  be 
v a l i d  if the p r o v i s i o n  w a s  in the b y l a w s  b e f o r e  a r e c e n t
d a t e — the date of f i r s t  i n t r o d u c t i o n  of the A l a s k a  C o r p o r a t i o n s  
C o d e  bi l l  in the l e g i s l a t u r e ,  M a r c h  24, 1982.

In o t h e r  words, the a m e n d m e n t  w o u l d  m a k e  th i s  p r o v i s i o n
of the bill p r o s p e c t i v e ,  k e e p i n g  in e f f e c t  v a l i d  b y l a w s  on
s t a g g e r e d  terms; h o w e v e r ,  no c o r p o r a t i o n  w o u l d  be a b l e  to 
h u r r i e d l y  e n a c t  b y l a w s  now, s i m p l y  in a n t i c i p a t i o n  of p a s s a g e  of 
t h i s  bill.



(3) C H A N G E :

Page 149, l i n e  12, f o l l o w i n g  the p e r i o d :  In the
p r e v i o u s l y  p r o p o s e d  a m e n d m e n t ,  f o l l o w i n g  " s e c t i o n "  i n s e r t  "prior 
to D e c e m b e r  19, 1 9 9 1 , " .

E X P L A N A T I O N : T h e  a m e n d m e n t  as p r e v i o u s l y  p r o p o s e d  w a s  
o v e r b r o a d .  Its o n l y  p u r p o s e  w a s  to c o n f o r m  to a r e q u i r e m e n t  of 
S e c t i o n  30 of the A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  Act, a c o p y  of
w h i c h  is a t t a c h e d .  T h e  r e a s o n  for the c h a n g e  w i l l  be c l e a r  b y
r e f e r e r c e  to the a t t a c h e d  S e c t i o n  30 of ANCSA.

R e t y p e d  w i t h  t h e s e  t h r e e  c h a n g e s ,  the p r o p o s e d
a m e n d m e n t s  are a t t a c h e d .

An i d e n t i c a l  te x t  to t h e  f o r e g o i n g  w i t h  the sa m e  
a t t a c h m e n t s  w a s  s e n t  to S e n a t o r  El i a s o n ,  c h a i r m a n  of the S e n a t 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 .  A  heairaing w a s  h e l d  by  S e n a t e  L a b o r  
a n d  C o m m e r c e  on t h e  bi l l  F e b r u a r y  2, 1984, a n d  the r e v i s e d  
a m e n d m e n t s  w e r e  a d o p t e d  in the f o r m  a t t a c h e d  to the m e m o r a n d u m .

The c o m m i t t e e  v o t e d  t h e  b i l l  out as a c o m m i t t e e  
s u b s t i t u t e  and a d o p t e d  a s t a t e m e n t  of i n t e n t  c o n t a i n i n g  the tv/o 
s m a l l  c h a n g e s  in the c o m m e n t a r y  o n  the bill, as p r e v i o u s l y  
p r o v i d e d  you. T h e  s t a t e m e n t  of i n t e n t  is al s o  a t t a c h e d  as it w a s  
a d o p t e d  in the S e n a t e  c o m m i t t e e .

P l e a s e  n o t e  th a t  the a t t a c h e d  a m e n d m e n t s  a r e  a r e t y p i n g  
of t h e  a m e n d m e n t s  p r e v i o u s l y  p r o v i d e d  you, w i t h  the c h a n g e s  
e x p l a i n e d  ir. this F e b r u a r y  3 m e m o r a n d u m .

D R : c h w
A t t a c h m e n t s
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A M E N D M E N T

O f f e r e d  i n  t h e  H O U S 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  B Y :

TO: HB  343

P a g e  12, line 27-29:

D e l e t e  a l l  m a t e r i a l  a n d  insert:

"(3) ^f i n c o r p o r a t i o n  is a f t e r  M a r c h  24, 1982, the 

a d d r e s s  of it i n i t i a l  r e g i s t e r e d  o f f i c e  and the n a m e  of its 

i n i t i a l  r e g i s t e r e d  a g e n t ; "

P a g e  12, line 29:

D e l e t e  "at th a t  a d d r e s s "

P a g e  16, line 5:

D e l e t e  " A S  1 0 . 0 6 . 8 7 3 "  a n d  i n s e r t  " A S  1 0 . 0 6 . 8 7 0 "

P a g e  56, f o l l o w i n g  li n e  28:

I nsert:

"(c) a p r o v i s i o n  in the b y l a w s  of a c o r p o r a t i o n  w h i c h ,  w e r e  

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

w i t h  (a) of this s e c t i o n  s h a l l  be v a l i d  p r o v i d e d  t h a t  it w a s  

a d o p t e d  p r i o r  to M a r c h  24, 1982."

P a g e  127, l i n e s  7-9:

D e l e t e  " t o g e t h e r  w i t h  a v e r i f i e d  c o p y  of its a r t i c l e s  of 

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

P a g e  138, l i n e  28:

I n s e r t  "C l a s s  A "  b e f o r e  " m i s d e m e a n o r "

P a g e  139, line 9:

I n s e r t  "Class A "  b e f o r e  " m i s d e m e a n o r "



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

u n d e r  e i t h e r  th i s  c h a p t e r  or  A S  1 0 . 2 0 , "

P a g e  148, l i n e  8:

D e l e t e  " a p p r o v e d  b y  t h e  U n i t e d  S t a t e s  S e c r e t a r y  o f  t h e  I n t e r i o r "

P a g e  148, li n e  18:

D e l e t e  ", 7 ( i ) ,"

P a g e  148, l i n e s  25-26:

D e l e t e  "may n o t  be  c o n s i d e r e d  to be  a d i s t r i b u t i o n  in p a r t i a l  

l i q u i d a t i o n "  and i n s e r t  "is n o t  a ' d i s t r i b u t i o n  to its s h a r e h o l d e r s '  

as d e f i n e d  by  AS 1 0 . 0 6 . 9 9 0 ( 1 7 ) "

P a g e  149, line 12, f o l l o w i n g  t h e  p e r i o d :

I n s e r t  " 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  of AS 1 0 . 2 6 . 5 7 4 —  

1 0 . 0 6 . 5 8 6 ,  a p l a n  of  m e r g e r ,  c o n s o l i d a t i o n ,  or 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, 1991, s h a l l  n o t  i n c l u d e  

the r i g h t  of s h a r e h o l d e r s  to d i s s e n t . "

P a g e  149, li n e  15:

D e l e t e  "that is r e q u i r e d  by  t h e  l a n g u a g e  of t h a t  Act"

P a g e  161, li n e  13:

D e l e t e  "July 1, 1983" a n d  i n s e r t  " J u l y  1, 1984"

Page 147, lines 28-29:

-2-
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§ 26 A l a s k a  S t a t u t e s

SAVING CLAUSE

§ 30

Sec. 26. To the extent tha t there is n conflict between any provision 
of this Act and any other Federal laws applicable to Alaska, the provi­
sions of this Act shall govern.

SEPAP.Ati lL ITY

Sec. 27. If any provision of this Act or the applicability thereof is 
held invalid the remainder of this Act shall, not be affected thereby.

• TEMPORARY EXEMPTION FROM CERTAIN SECURITIES LAWS

Sf.c. 28. Any corporation organized pursuant to this Act shall be 
exempt from the provisions of the Investment Company Act of 1940 (54 
Stat. 789), the Securities Act of 1933 (48 Stat. 74), and the Securities 
Exchange Act of 1934 (48 Stat. 881), as amendeu, through December 
31,1991. Nothing in this section, however, shall be construed to mean 
th a t any such corporation shall or shall not, after such date, be subject 
to the provisions of such Acts. Any such corporation which, but for this 
section, would be subject to the provisions of the Securities Exchange 
Act of 1934 shall transm it to its stockholders each year a report con­
taining substantially all the information required to be included in an 
annual report to stockholders by a corporation which is subject to the 
provisions of such Act. (Added January  219 /6 , P.L. 94-204 §§ 3,18, 89 
Stat. 1147, 1156)

RELATION TO OTHER PROGRAMS

Sec. 29. (a) The payments and grants authorized under this Act 
constitute compensation for the extinguishment of claims to land, and 
shall not be deemed to substitute for any governmental programs 
otherwise available to the N ative people of Alaska as citizens of the 
United States and the S tate of Alaska.

(b) Notwithstanding section 5(a) and uny other provision of the Food 
Stamp Act of 1964 (78 Stat. 703), as amended, in determining the 
eligibility of any household to participate in the food stamp program, 
any compensation, remuneration, revenue, or other benefit received by 
any member of such household under the Settlement Act shall be 
disregarded. (Added January  2 1976, P.L. 94-204 § 4, 89 Stat. 1147)

MERGER OF NATIVE COUl’OKATtONS

Sec. 30. (a) Notwithstanding any provision of this Act, any corpora­
tion created pursuant to section 7(d>, 8(a), .'4(h)(2), or 14(h)(3) within 
any of the twelve regions of Alaska, as established by section 7(a), may, 
a t any time, merge or consolidate, pursuant to the applicable provi-

194

**■ i
•

• ? ? d. • ' 9

■ i'i

: # j

. ••■hi• t

4
A.1: 1
.-A:, j

■<

$



§ 30 A l a s k a  N a t iv e  C l a im s  S e t t l e m e n t  A c t § 30

sions of the laws of the S tate of Alaska, with any other of such corpora­
tion or corporations created within or for the same region. Any corpora­
tions resulting from mergers or consolidations further may merge or 
consolidate with other such merged o; consolidated corporations within 
the same region or w ith other of the corporations created in said region 
pursuant to section 7(d), 8(a), 14(h)(2), or 14(h)(3).

(b) Such mergers or consolidations shall be on such term s and condi­
tions as are approved by vote of the shareholders of the corporations 
participating therein, including, where appropriate, term s providing 
for the issuance of additional shares of Regional Corporation stock to 
persons already owning such stock, and may take place pursuant to 
votes of shareholders held either before or after the enactment of this 
section: Provided, T hat the rights accorded under Alaska haw to 
dissenting shareholders in n merger or consolidation may not be exer­
cised in any merger or consolidation pursuant to this Act effected prior 
to December 19, 1991. Upon the effectiveness of any such mergers or 
consolidations the corporations resulting therefrom and the share­
holders thereof shall succeed and be entitled to all the rights, privi­
leges, and benefits of this Act, including but not limited to the receipt 
of lands and moneys and exemptions from various forms of Federal, 
State, and lo;.il taxation, and shall be subject to all the restrictions and 
obligations of this Act as are applicable to the corporations and share­
holders which and who participated in 'aid mergers or consolidations 
or as would have been applicable if the m e r g e r s  or consolidations and 
transfers of rights and titles thereto had not taken place: Provided, 
That, where a Village Corporation organized pursuant to section 19(b) 
of this Act. merges or consolidates with the Regional Corporation of the 
region in which such village is located or with another Village Corpora­
tion of tha t region, no provision of such im r g e r  or consolidation shall 
be construed as increasing or otherwise changing regional enrollments 
for purposes of distribution of the Alaska Native Fund; land selection 
eligibility; or revenue sharing pursuant to sections 6(c), 7(m), 12(b), 
14(h)(8), and 7(i) of this Act.

(c) Notwithstanding the provisions of section 7 (j) or (m), in any 
merger or consolidation in which the class of stockholders of a Regional 
Corporation who are not residents of any of the villages in the region 
are entitled under Alaska law to vote as a class, the terms of the merger 
or consolidation may provide for the alteration or elimination of the 
right of said class to receive dividends pursuant to said section 7 (j) or 
(m). In the event th a t such dividend right is not expressly altered or 
eliminated by the term s of the m erger or consolidation, such class of 
stockholders shall continue to receive such dividends pursuant to sec­
tion 7 (j) or (in) as would have been applicable if the merger or consol­
idation had not taken place and all Village Corporations within the 
affected region continued lo exist separately.
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§ 31 A l a s k a  S t a t u t e s § 31

(d) Notwithstanding any other provision of this section or of any 
other law, no coqioration referred to in this section may merge or 
consolidate w ith any other such corporations unless that corporation’s 
shareholders have approved such merger or consolidation.

(e) The plan of merger or consolidation shall provide tha t the right 
of any affected Village Corporation pursuant to section 14(0 to 
withhold consent to mineral exploration, development, or removal 
within the boundaries of the Native village shall be conveyed, as part 
of the merger or consolidation, to u separate entity composed of Lhe 
Native residents of such Native village. (Added January 2 1976, P.L. 
94-20 > § 6, 89 Stat. 1148)
‘ . , •: t . -T

• • * • • / 
ASSIGNMENTS OF RIGHTS 11Y REGIONAL CORPORATIONS

Sec. 31. (a) Notwithstanding the provisions of section 3477 of the 
Revised Statutes, as amended (31 U.S.C. 203), the Secretary is autho­
rized to recognize validly executed assignments made by Regional Cor­
porations of their rights to receive payments from the Alaska N a .;ve 
Fund. Such assignments shall only be recognized to the extent 1 aat the 
Regional Corporation involved is r.ot required to distribute fr.nds pur­
suan t to subsection (j) or (in) of section 7 of this Act.

(b) The Secretary shall not recognize any assignment under this 
section which does not provide th a t the United States reserves the right 
to assert against the assignee and successors of the assignee, any setof f 
or counterclaim which the United States has against the assignor Cor­
poration.

(c) No stockholder of any Regional or Village Corporation shall have 
any claim against the Secretary or the United Stales as the result of 
any assignment duly recognized by the Secretary pursuant to this 
section. (Added November 15 1977, P.L. 95-178 § 4, 91 Stat. 1370)
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O F F I C I A L  V U l l N C l t

A L A S K A  S T A T E  L E G IS L A T U R E  - S E N A T E  
COMMITTEE ON LABOR AND COMMERCE

S E N A T O R  R IC H A R D  I. E L IA SO N  
CHA IRMAN

POUCH V - JU N E A U .  ALASKA 99811 
(007) 465*384*1

L E T T E R  OF INTENT

It is the intent of the Senate L abor and C o m m e r c e  C o m m i t t e e  that the 

d e t a i l e d  c o m m e n t a r y  a c c o m p a n y i n g  S.B. 246, H o u s e  and S e n a t e  Joint Journal 

S u p p l e m e n t  No. 11, be c o n s i d e re d  a c o m p r e h e n s i v e  guide to the p r o p o s ed  

n e w  A l a s k a  C o r p o r a t i o n  Code  and as such sh o ul d  be amen d ed  and revised 

a c c o r d i n g l y  if a n y  changes are m a d e  to S.B. 246.

Th e  f o l l o w i n g  n a r r a t i v e  changes reflect the a m e n d m e n t s  adop t e d  in CSSB 

246 ( L & C ) .

(At pag e  89 of the H o us e  and Senate Joint J o u r n a l  S u p p l e m e n t a l  for April 

8., 1983, the O f f i c i a l  C o m m e n t  to S e c t i o n  388 s h o u l d  be amended to read):

O f f i c i a l  C o m m e n t  to ACC Sect i o n 1 0 . 0 6 . 3 8 8 . A C Q U I S I T I O N  OF C O R P O R A T I O N’S 

OWN SHARES; R E I S S U A N C E  O R  RETIREMENT.

S C O P E : ACC sec. 388 s p e c i f i c s the treatment to be given r e d e e m e d  or

r e p u r c h a s e d  shares. T h e y  revert to the status of a ut h o r i z e d  but u n i s s u e d  

shares u n l e s s  the a r t ic l e s  of i n c o r po r a t i o n  p r o h i b i t reissuance. If 

r e i s s u a n c e  is p r o h ibited, the arti c l e s t a t i n g  the n u m b e r  of a u t ho r i z e d  

sh a r e s  m us t  be amen d e d  to reflect the lowered number. Suc h  an am e ndment 

of the a r t i c l e s  m ust be filed w i t h  the c o m m i s si o n e r .  S h a r e h o l d e r  

ap p r o v a l  of the r e q u i r e d  a m e ndment is not necessary.

W hile sec. 388 a b o l i s h e d  the anti q u a t e d  a c c o u n t i n g  conce p t  of "tr e as u r y  

shares", n o t h i n g  in this secti o n  is intended to p r e j u d i c e  the present or 

c o n t i n g e n t  co n t r a c t  rights w h i c h pre-A C C  c o r p o r a t i o n s  m a y  have crea t e d  in 

r e a c q u i r e d  shares d e s c r i b e d  as "tr e a s u r y  s h ares."

C H A N G E  IN F O R M E R  A L A S K A  L A W : ACC sec. 388 is taken from G C L  S e c t i o n  510.

It c o n t i n u e s  p r io r  A l a s k a  .law (former AS 10.05.312-345) in r e q u i r i n g a 

fi l i n g  w i t h  the c o m m i s s i o n e r  of an a m e ndment to the articles. It departs 

from and s i m p l i f i e s  prior law by the e l i m i n a t i o n  of the concept of 

" t r e a s u r y  s h a r e s . "



(At p a g e  123 of the H o u s e  and S e n a t e  J oi n t  J o u r n a l  S u p p l e m e n t  for A p r i l  

8, 1983, the O f f i c i a l  C o m m e n t  to S e c t i o n  455 s h o u l d  b e  a m e n d e d  to read):

O f f i c i a l  C o m m e n t  to ACC S e c t i o n  1 0 . 0 6 . 4 5 5 . C L A S S I F I C A T I O N  O F  DIRE C T O R S .

SCOPE: Sec. 455 p r o v i d e s  for o p t i o n a l  c l a s s i f i c a t i o n  of a board

c o n s i s t i n g  of a m i n i m u m  m e m b e r s h i p  w h i l e  taking steps to p r e c l u d e  the 

a d o p t i o n  of such a s c h e m e  for a c o r p o r a t i o n  w h i c h  has no t  e l im i n a t e d  

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

if s h a r e s  s u f f i c i e n t  to elect one d i r e c t o r  u n d e r  c u m u l a t i v e  v o t i n g  oppose 

s u c h  a m endment. Sec. 455 r e p laces fo r m e r  AS 10.05.186.

C H A N G E  IN F O R M E R  A L A S K A  L A W : Sec. 455(a) is an e n a c t m e n t  of M o d e l  Act

S e c t i o n  37 and w o r k s  an imp o r t a n t  cha n g e  f r o m  f o r m e r  AS 10.05.186 

r e s p e c t i n g  the e l e c t i o n  to c l a s s i f y  the board. U n d e r  p r i o r  A l a s k a  law 

this d e c i s i o n  c o u l d  be t aken by a b y l a w  adop t e d  by the b oard w i t h o u t  

s h a r e h o l d e r  p a r t i c i p a t i o n .  Th e  d a n g e r  to m i n o r i t y  s hare r e p r e s e n t a t i o n  

in s u c h  c i r c u m s t a n c e s  led to s u b s e c t i o n  (a)'s r e q u i r e m e n t  that the 

e l e c t i o n  be ta k e n  in the ar ticles, w h i c h  i n s u r e s s h a r e h o l d e r  

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

S u b s e c t i o n  (b) is new. C o n t i n u i n g  the c o n c e r n  for m i n o r i t y  share 

r e p r e s e n t a t i o n  on the b oard of a c o r p o r a t i o n  w h i c h  has not e l i m i na t e d  

c u m u l a t i v e  voting, sec. 455(b) p r e c l u d e s  a m e n dm e n t  of the a r t ic l e s  to 

c l a s s i f y  the b oard if the n u m b e r  of shares v o t i n g  "no" on the a m endment 

or r e f u s i n g  to c o n s e n t  in w r i t i n g  w o u l d  be s u f f ic i e n t  to elect one 

d i r e c t o r  if v o t e d  c u m u l a t i v e l y  at an e l e c t i o n  of the en t i r e  board.

S u b s e c t i o n  (c) is new. It perm it s  board c l a s s i f i c a t i o n  pu r s u a n t  to the 

terms of a p r o v i s i o n  <pn the by l a w s r a th e r  than the a rt i c l e s  of 

in c o r p o r at i o n .  In o r d e r  to c l as s i f y  a board u n d e r  sec. 455(c) it is

n e c e s s a r y  that the b y l a w  have been a d o p t e d  p r i o r  to M a r c h  24, 1982 with

or w i t h o u t  s h a r e h o l d e r  p a r t i c i p a t i o n ,  and that it c on t a i n s  n o t h i n g  which, 

w e r e  it a p r o v i s i o n  in the a r t icles of in c o r p or a t i o n ,  w ould offend sec. 

455(a). Thus, all of the r e s tr i c t i o n s  on the m i n i m u m  size of the board,

the m i n i m u m  n u m b e r  o f classes, and the terms of the d i r e c t o r  of f i c e  set

forth in sec. 455(a) limit the terms of any b y l a w  w h i c h  w o u l d  b e 

e f f e c t i v e  un d e r  sec. 4 5 5 ( c ) .



KARLA  L. FO RSYTHE 
General Counsel

Alaska (Court jSusiem 
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A n cho rage ,  A K  99501

Feburary 7, 1984

Representative Walt Furnace 

Alaska State Legislature 

Pouch V

Juneau, Alaska 99811

Dear Representative Furnace:

You had asked Arthur Snowden to provide comments about the

anticipated impact on the courts of HB 343, revising the Alaska

Corporations Code.

Carole Baekey, Judicial Education Coordinator for the court 

system, has extensive background in corporate litigation. Ms.
Baekey reviewed the proposed bill in detail; her comments are 

attached. Based upon her comments, the court system concludes
that the superior court, will not be substantially burdened by 

passage of this bill.

Thank you for the opportunity to submit comments. If you 

have any questions or concerns, please let me know.

Since rely,

Karla L . F orsythe 

General Counsel

KLF : smh

cc: Arthur H. Snowden, II 

Carole Baekey 
Judge Stewart



Memorandum Alaska Court System

TO:  r~
K a r l a  F o r s y t h e  

G e n e r a l  C o u n s e l

F e b r u a r y  1 ,  1 9 8 4

H o u s e  B i l l  N o .  3 4 3 ,  

R e v i s i o n s  o f  t h e  

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

C o d e

Y o u  r e q u e s t e d  t h a t  I r e v i e w  H o u s e  B i l l  N o .  3 4 3  a n d  i t s  

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

s y s t e m .

G e n e r a l l y ,  H o u s e  B i l l  N o .  3 4 3  s t r i v e s  f o r  g r e a t e r  c l a r i t y  

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

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

c o u l d  g i v e  r i s e  t o  i n t e r p r e t a t i o n  i n  s u p e r i o r  c o u r t .  H i s t o r i ­

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

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

s t a t u t e .  I h a v e  b r i e f l y  o u t l i n e d  t h e  p r o v i s i o n s  o f  t h e  

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

t h e  c o u r t ' s  b u r d e n .  O n l y  i s s u e s  w h i c h  m i g h t  a f f e c t  c o u r t  

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

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

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

C o d e .

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

a f f e c t  c a u s e s  o f  a c t i o n  f i l e '  i n  s u p e r i o r  c o u r t  a r e  h i g h ­

l i g h t e d  b e l o w :

1 .  P r o p o s e d  A . S .  1 0 . 0 6 . 3 5 8 - 3 6 5 ,  i n c l u s i v e :

T h e s e  p r o p o s e d  s e c t i o n s  a d d r e s s  a c o r p o r a t i o n ' s  

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

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

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

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

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

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

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

o f  s t o c k .

E x i s t i n g  A . S .  1 0  . 0 5 . 2 0 1  i m p o s e s  =».n " e q u i t a b l e  i n s o l v e n c y  

t e s t "  u p o n  d i s t r i b u t i o n  o f  d i v i d e n d s .  T h i s  t e s t  i s  t h e  

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

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

i m p o s e d  U D o n  e x i s t i n g  A . S .  ±i) . 0 5 . 3 0 9  s e t t i n g  f o r t h  t h e  

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

s h a r e s ,  ( I t  s h o u l d  b e  n o t e d  t h a t  p a g e  7 6  o f  t h e  M a r c h ,  1 9 8 3  

c o m m e n t a r y  o f  t h e  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  r e f e r s  t o  t h i s  

A dm. F-l

DATE :

f r o m A *  C a r o l e  A .  B a e k e y  su bj ect :
J u d i c i a l  E d u c a t i o n  C o o r d i n a t o r



r e s t r i c t i o n  i n  A . S .  1 0 . 0 5 . 0 1 2 ,  w h i c h  s e c t i o n  d o e s  n o t  e x i s t  i n  

t h e  p r e s e n t  c o r p o r a t i o n  c o d e .  P e r h a p s  t h i s  is a t y p o g r a p h i c a l  

t r a n s p o s i t i o n  r e f e r r i n g  t o  e i t h e r  e x i s t i n g  A . S .  1 0 . 9 5 . 2 0 1  o r  

A . S .  1 0 . 0 5 . 2 1 0 . )

E x i s t i n g  A . S .  1 0 . 0 5 . 3 6 9  i m p o s e s  a s e c o n d  a c c o u n t i n g  

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

d i s t r i b u t i o n  o f  d i v i d e n d s .  A s  t h e  c o m m e n t a r y  n o t e s ,  e x i s t i n g  

A . S .  1 0 . 0 5 . 3 6 9  p e r m i t s  t h e  b o a r d  o f  d i r e c t o r s  t o  e l i m i n a t e  a n  

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

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

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

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

h e r e  i s  t h a t  d i v i d e n d s  t o  c o m m o n  o r  j u n i o r  si a r e h o l d e r s  m i g h t  

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

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

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

E a c h  o f  t h e  e q u i t a b l e  i n s o l v e n c y  t e s t s  a n u  t h e  u s e  o f  

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

A . S .  1 0 . 0 5  . 2 0 4  - p a y m e n t  o f  d i v i d e n d s ,  A . S .  1 0 . 0 5 . 2 0 7  - 

d i s t r i b u t i o n  i n  p a r t i a l  l i q u i d a t i o n  a n d  A . S .  1 0 . 0 5 . 2 1 0  - 

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

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

b r i e f  s k e t c h  i s  t o  f r a m e  t h e  m a j o r  c h a n g e  i n  a c c o u n t i n g  

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

e q u i t a b l y  s o l v e n t  as  d e f i n e d  i n  p r o p o s e d  A . S .  1 0 . 0 6 . 3 6 0 ,  

p r o p o s e d  A . S .  1 0 . 0 6 . 3 5 8  p e r m i t s  l i c i t  d i s t r i b u t i o n  o f  

d i v i d e n d s  i f :  ( i )  t h e  d i s t r i b u t i o n  i s  m a d e  t o  t h e  e x t e n t  o f

r e t a i n e d  e a r n i n g s ,  o r _ ( i i )  t h e  d i s t r i b u t i o n  i s  i n  s a t i s f a c t i o n  

o 7  ( T )  T h e  " r a t i o / a s s e t s  s u r p l u s  t e s t "  w h i c h  r e q u i r e s  t h a t  t h e  

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

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

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

t h e  s t a t e d  r e q u i r e m e n t s .

P r o p o s e d  A . S .  1 0 . 0 6 . 3 6 0  w o u l d  g i v e  l i m i t e d  p r o t e c t i o n  t o  

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

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

A . S .  1 0 . 0 6 . 3 6 5  r e s t r i c t s  t h e  b o a r d 1 s a u t h o r i t y  u n d e r  p r o p o s e d  

A . S .  1 0 . 0 6 . 3 5 8  t o  m a k e  a d i s t r i b u t i o n  o n  j u n i o r  s h a r e s  u n l e s s  

c e r t a i n  r e q u i r e m e n t s  a r e  m e t ;  t h e  g o a l  is t o  i m p o s e

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

p r e f e r e n c e .

I n  s h o r t ,  p r o p o s e d  A . S .  1 0 . 0 6 . 3 5 8 - 3 6 5 ,  i n c l u s i v e ,  is  a 

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

s t a n d a r d s  f o r  d i s t r i b u t i o n  o f  a s s e t s ,  n a m e l y  d i v i d e n d s .  If  

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

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

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

A . S .  1 0 . 0 6 . 3 5 8 - 3 6 5 ,  i n c l u s i v e ,  i s  a n  a t t e m p t  t o  p r o t e c t  

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

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

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

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

2
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T h e  o n l y  a p p a r e n t  l a c k  o f  c l a r i t y  I p e r c e i v e  i s  i n  

p r o p o s e d  A . S .  1 0 . 0 6 . 3 6 3  w h i c h  d o e s  n o t  p r o t e c t  l i q u i d a t i o n  

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

t h e  s a m e  c l a s s  o r  s e r i e s  o r  t o  a c l a s s  w i t h  s u p e r i o r  

p r e f e r e n c e s  u p o n  l i q u d a t i o n .  I n e q u i t i e s  c o u l d  e a s i l y  b e  

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

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

1 i t i g a t  i o n .

2 . P r o p o s e d  A . S .  1 0 . 0 6 .  3 7 8 .

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

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

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

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

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

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

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

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

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

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

T h i s  p r o p o s e d  s e c t i o n ,  n e w  t o  A l a s k a  l a w  a n d  a n e w  c a u s e  

o f  a c t i o n ,  i s  a n  e x t e n s i o n  o f  l i a b i l i t y  i n  e x i s t i n g  

A . S .  1 0 . 0 6 . 2 2 5 ( a ) .  P r e s e n t  l a w  p r o v i d e s  t h a t  a d i r e c t o r

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

d i s t r i b u t i o n  o f  a s s e t s  is e n t i t l e d  t o  c o n t r i b u t i o n  f r o m

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

E x i s t i n g  A . S .  1 0 . 0 5 . 2 2 5 ( a )  i s  i n  t h e  p r o p o s e d  c o d e  as 

A . S .  1 0 . 0 6 . 4 8 0 ( b ) .

3 . P r o p o s e d  A . S .  1 0 . 0 6 . 4 0 5 .

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

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

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

A . S .  1 0 . 0 6 . 4 0 5 ( b ) ,  o n  t h e  a p p l i c a t i o n  o f  a s h a r e h o l d e r ,  t h e  

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

T h i s  is  a n e w  r e m e d y  f o r  a n  a g g r i e v e d  s h a r e h o l d e r ,  g i v i n g  

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

4 . P r o p o s e d  A . S .  1 0 . 0 6 . 4 2 5 .

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

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

h a s  i t s  g e n e s i s  i n  e x i s t i n g  A . S .  1 0 . 0 5 . 1 7 1 .  A s  t h e  c o m m e n t a r y  

n o t e s ,  A . 5 .  1 0 . 0 6 . 4 2 5 ( b ) ,  b y  n o t  b p f n g  m o r e  s p e c i f ' c ,  l e a v e s  

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

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

v o t i n g  t r u s t .



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

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

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

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

w o u l d  r e m a i n  a p r o p e r  c a u s e  f o r  d e t e r m i  " -oti o n  i n  s u p e r i o r  

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

w r o u g h t .

5 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 0 .

T h i s  p r o p o s e d  s e c t i o n  h a s  i t s  o r i g i n s  in e x i s t i n g  

A . S .  1 0 . 0 5 . 2 3 7 - 2 4 9 ,  i n c l u s i v e ,  a d d r e s s i n g  i n s p e c t i o n  o f  b o o k s  

a n d  r e c o r d s .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 0  s t r e n g t h e n s  t h e  p e n a l ­

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

n e w  c a n s e  o f  a c t i o n .

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

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

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

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

p e n a l t i e s .

6 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 3 .

T h i s  p r o p o s e d  s e c t i o n  w o u l d  e s t a b l i s h  a c o r p o r a t i o n ' s  

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

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

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

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

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

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

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

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

7 . P r o p o s e d  A . S .  1 0 . 0 6 . 4 3 5 .

T h i s  p r o p o s e d  s e c t i o n  w o u l d  b e  A l a s k a ' s  f i r s t  s t a t u t o r y  

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

P r e s e n t l y ,  s h a r e h o l d e r s '  d e r i v a t i v e  a c t i o n s  a r e  r e g u l a t e d  b y  

t h e  S u p r e m e  C o u r t ' s  a d o p t i o n  o f  R u l e  2 3 . 1  o f  t h e  F e d e r a l  R u l e s  

o f  C i v i l  P r o c e d u r e .

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

p r o p o s e d  s t a t u t e  s h o u l d  c r e a t e  n o  m a j o r  c h a n g e s .

8 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 6 0 .

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

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

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

A . S .  1 0 . 0 5 . 1 7 7 - 1 9 2 ,  i n c l u s i v e ,  p r o v i d e s  o n l y  f o r  r e m o v a l  o f  

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

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

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

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

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

c h a l l e n g e d ,  w o u l d  c o m e  u n d e r  t h e  c o u r t ' s  s c r u t i n y .  A  d e l u g e  

o f  c a s e s  i s  u n l i k e l y .

9 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 6 3 .

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

d i r e c t o r  u n d e r  p r o p o s e d  A . S .  1 0 . 0 6 . 4 6 0 ,  p r o p o s e d  

A . S .  1 0 . 0 6 . 4 6 3  p r o v i d e s  f o r  j u d i c i a l  r e m o v a l  o f  a d i r e c t o r  f o r  

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

t o  t h e  a c t i o n .

T h i s  s e c t i o n  c r e a t e s  a n e w  c a u s e  o f  a c t i o n .  G e n e r a l l y ,  

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

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

s u c h  c a s e s  i s  u n l i k e l y .

1 0 .  P r o p o s e d  A . S .  1 0 . 0 6 . 4 8 8 .

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

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

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

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

c a p i t a l i z e d  o r  m i s m a n a g e d  c o r p o r a t i o n s .  T h e  t o t a l  s e c o n d a r y  

l i a b i l i t y  o f  a n  o f f i c e r  o r  d i r e c t o r  c o u l d  n o t  e x c e e d  $ 2 5 , 0 0 0  

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

c o m p e t e n t  t o  m o d i f y  o r  e l i m i n a t e  l i a b i l t y .

T h i s  s e c t i o n  i s  w i t h o u t  p r e c e d e n t  i n  A l a s k a  a n d  i s  an  

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

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

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

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

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

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

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

o r  o t h e r w i s e  j o i n e d  a s  d e f e n d a n t s .

1 1 .  Di s s o l u t i o n  o f  C o r p o r a t i o n  .

P r o p o s e d  A . S .  1 0 . 0 5 . 4 6 5 - 1 0 . 0 5 . 5 9 4 ,  i r c l u s i v e ,  ac J r e s s e s  

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

D i s s o l u t i o n  i s  n o t e d  h e r e i n  b e c a u s e  i t  is a m a j o r  a r e a  o f  

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

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  a n d  c r e d i t o r s ,  c o u r t s  

h a v e  a l o n g  h i s t o r y  o f  i n t e r v e n i n g  i n  t h e  a f f a i r s  o f  a 

d i s s o l v i n g  c o r p o r a t i o n .  P r o p o s e d  A . S .  1 0 . 0 5 . 6 0 5 - 6 7 5 ,

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

c o u r t .

1 2 .  P r o p o s e d  A . S .  1 0 . 0 6 . 8 1 8 .

T h i s  p r o p o s e d  s e c t i o n  h a s  i t s  o r i g i n s  i n  e x i s t i n g  

A . S .  1 0 . 0 5 . 7 7 7  w h i c h  p e r m i t s  i n t e r r o g a t o r i e s  b y  t h e  c o m m i s ­

s i o n e r  i f  i n t e r r o g a t o r i e s  a r e  n e c e s s a r y  t o  a s c e r t a i n  w h e t h e r  a 

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



P r o p o s e d  A . S .  1 0 . 0 6 . 8 1 8 ( d ) ,  u n l i k e  e x i s t i n g  l a w ,  p r o v i d e s  t h a t  

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

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

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

P r o p o s e d  A . S .  1 0 . 0 6 . 8 1 8 ( d )  g i v e s  a c o r p o r a t i o n  an 

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

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

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

c o r p o r a t i o n s .  L a c k i n g  a n  a b u s e  o f  d i s c r e t i o n  i n  t n e  c o m m i s ­

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

s u p e r i o r  c o u r t  c a s e s .

P l e a s e  s e e  m e  i f  y o u  h a v e  a n y  q u e s t i o n s .

C B : t r
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T E S T I M O N Y  OF A R C O  A L A S K A ,  INC.
J O I N T  H E A R I N G  OF H O U S 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  A N D  
H O U S E  J U D I C I A R Y  C O M M I T T E E  

P R O P O S E D  HB 343 
"A N  A C T  R E V I S I N G  THE C O R P O R A T I O N  C O D E "

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 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  i n  A n c h o r a g e .  I a m  a l s o  a m e m b e r  o f  the 

C o r p o r a t i o n  C o d e  R e v i s i o n  T a s k  F o r c e  of  t h e  B u s i n e s s  L a w  C o m m i t­

tee o f  t h e  A l a s k a  B a r  A s s o c i a t i o n .  I a m  s p e a k i n g  t o d a y  o n  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

fi e l d  C o m p a n y .

P r o p o s e d  H o u s e  B i l l  343 e n v i s i o n s  a c o m p l e t e l y  n e w  C o r p o r a t e  

Code. A s  n o t e d  in t h e  H o u s e  a n d  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 ,  

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  o f  t h i s  b i l l  "are 

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

ment. W e  r e c o g n i z e  t h e e  t h e  bill w a s  i n t r o d u c e d  l a s t  April, 

b u t  h a s  l a i 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  b y  t h e  A l a s k a  C o d e  R e v i­

sion 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  t h e  p r e p a r a t i o n  o f  t h i s  bill, 

b u t  w e  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  o f  it, a n d  a r e  

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

A R C O  r e s p e c t f u l l y  requv2sts t h a t  c o n s i d e r a t i o n  of t h i s  b i l l  be 

d e f e r r e d  f o r  "$0 d a y s  so  t h 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 s  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 b e  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 h e  bill, A R C O  m a y  b e  a b l e  t o  s u p p o r t  it.

A s  c u r r e n t l v  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

lows 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  

a 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 t o  l i m i t  l i a b i l i t y



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

s u c h  as ours, t h e  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 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  t o  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  

f o r  a f e w  of  o u r  h i g h e s t - l e v e l  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 b e  e v e n  m o r e  o n e r o u s  for s m a l l  o r  c i c 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  t o  r e c o m m e n d  s p e c i f i c  l a n e  •g e  c h a n g e s  

t o  m a k e  t h e  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  is d e f e r r e d ,  

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



•»* ii
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

C O M M IS S IO N ER S  
J O H N  W .  A B B O T T  • C H A i n M A N  

J A M E S  L .  B A L D W I N  - V I C E  C H A I R M A N  
P A T R I C K  M. RO DEY  
C H A R L I E  B U S S E L L  

L .  S. K U RT Z ,  JR .
J U D G E  (RET . )  T H O M A S  B. S T E W A R T  

F R E D E R I C  E. B R O W N

TO:

ALASKA STATE LE GISLATURE
P O U C H  Y - S TA T E  C A P I T O L  

J U N E A U .  A L A S K A  9981!
( 9 0 7)  465-4B70

E X E C U T I V E  S E C R E T A R Y  

B I L L Y  G.  B E R R I E R

R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  
H o u s 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

FROM:

DATE:

RE:

A t  t h e  j o i n t  h e a r i n g  of 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 s  J a n u a r y  23, 1904, r e f e r e n c e  w a u  m a d e  to c e r t a i n
p r o p o s e d  a m e n d m e n t s  t h a t  w o u l d  be f o r t h c o m i n g .

It w a s  a g r e e d  t h a t  t h e  a m e n d m e n t s  w o u l d  b e  p r e p a r e d  b y  
P r o f e s s o r  D a n  F e s s l e r  a n d  w o u l d  be p r o v i d e d  t o  t h e  c o m m i t t e e s  
a f t e r  a f i n a l  r e v i e w  of the f o r m  by  the p a r t i e s  w h o  h a d  i n i t i a t e d  
t h e m — t h e  D i v i s i o n  of B a n k i n g ,  S e c u r i t i e s  a n d  C o r p o r a t i o n s ,  the 
s p o k e s p e r s o n  f o r  t h e  A l a s k a  F e d e r a t i o n  of N a t i v e s  s u b c o m m i t t e e  
a p p o i n t e d  to w o r k  o n  the bill, a n d  c o u n s e l  for A l a s k a  A i r l i n e s .

T h o s e  s t e p s  w e r e  f o l l o w e d .

T h e  a m e n d m e n t s  w e r e  p r o v i d e d  to c o m m i t t e e  s t a f f  of the 
H o u s e  a n d  S e n a t 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 s ,  b o t h  b e f o r e  a n d  
a f t e r  the f i n a l  review.

O n  F e b r u a r y  1st, S e n a t e  L a b o r  a n d  C o m m e r c e  a p p r o v e d  the 
a m e n d m e n t s  as s u b m i t t e d ,  t o g e t h e r  w i t h  a L e t t e r  of I n t e n t  t h a t  
two c h a n g e s  in t h e  c o m m e n t a r y  on t h e  b i l l  be a p p r o v e d  as 
s u b m i t t e d .  T h e  c o m m i t t e e  v o t e d  the b i l l  o u t  a s  C S S B  2 4 6 ( L & C ) , 
i n c o r p o r a t i n g  the a g r e e d  a m e n d m e n t s .

E x c e p t  for o n e  date, the s u b s t a n c e ,  a n d  in s o m e  
i n s t a n c e s  t h e  f o r m  of the a m e n d m e n t s  h a d  b e e n  a g r e e d  u p o n  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  m a n y  m o n t h s  ago, w i t h  the u n d e r s t a n d i n g  
t h a t  t h e y  w o u l d  be o f f e r e d  to the l e g i s l a t i v e  c o m m i t t e e s  a t  the 
a p p r o p r i a t e  time.

T h e  p r o p o s e d  a m e n d m e n t s  a n d  p r o p o s e d  f o r m  of the L e t t e r  
of I n t e n t  a r e  a t t a c h e d ,  as p r e v i o u s l y  p r o v i d e d  o n  F e b r u a r y  3.

A l s o  a t t a c h e d  a r e  a few w o r d s  of e x p l a n a t i o n  k e y e d  to 
t he p a g e  a n d  l i n e  of e a c h  p r o p o s e d  a m e n d m e n t .

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
A l a s k a  C o d e  R e v i s i o n  Cornmissi.o.

F e b r u a r y  8 , 1 9 8 4

A m e n d m e n t s  to H B  3 4 3 / S B  246 o n  
for p r o f i t  c o r p o r a t i o n s

D R : c h w



EX P L A N A T I O N  OF P R O P O S E D  A M E N DMENT S T£> H £  343

P a g e  1 2 , l i n e s  27- 2 0 :

S e c t i o n  5(b) a t  p a g e  160 of the b i l l  r e q u i r e s  e x i s t i n g  
c o o r p o r a t i o n s  to r e s t a t e  t h e i r  a r t i c l e s  of i n c o r p o r a t i o n  w i t h i n  
f i v e  y e a r s  a f t e r  t h e  e f f e c t i v e  d a t e  of t h e  n e w  code. It w a s  
p o i n t e d  o u t  t h a t  in s o m e  i n s t a n c e s  a c o r p o r a t i o n  c a n n o t  p r o v i d e  
t h e  n a m e  a n d  a d d r e s s  of its i n i t i a l  r e g i s t e r e d  a g e n t  b e c a u s e  the 
i n f o r m a t i o n  h a s  b e e n  l o s t .  T h i s  a m e n d m e n t  w o u l d  t a k e  c a r e  of the 
p r o b l e m .

A  r e l a t i v e l y  r e c e n t  d a t e  in the s e c t i o n  is n e e d e d ,  b u t  
t h e  s p e c i f i c  d a t e  c h o s e n  is n o t  of i m p o r t a n c e .  T h e  d a t e  of f i r s t  
i n t r o d u c t i o n  of t h e  A l a s k a  C o r p o r a t i o n s  C o d e  as a b i l l  in the 
l e g i s l a t u r e  is a d a t e  u s e d  e l s e w h e r e  in t h e  b i ll. U s i n g  it h e r e  
is s i m p l y  to a v o i d  u s i n g  m a n y  d i f f e r e n t  d a t e s  in t h e  bill.

£ag& I Z j. l i a s .  2£Ll
T h e  a m e n d m e n t  is s u b s u m e d  in t h e  a b o v e  a m e n d m e n t .

Paao. l i a s  5jl

T h i s  c o r r e c t s  an e r r o n e o u s  c r o s s  r e f e r e n c e .  T h e r e  is 
no  s e c t i o n  1 0 . 0 6 . 8 7 3  in t h e  bill.

P.a.g.e. 5 H *  JLoIlcttina JLjuxa 2JLl

T h e  b i l l  p r o v i d e s  t h a t  s t a g g e r e d  t e r m s  of d i r e c t o r s  a r e  
i n v a l i d  u n l e s s  p r o v i d e d  for in 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 .  
T h e  e f f e c t  of t h e  c h a n g e  is t h a t  a p r o v i s i o n  in a c o r p o r a t i o n ' s  
b y l a w s  p r o v i d i n g  for c e r t a i n  s t a g g e r e d  t e r m s  of its d i r e c t o r s  
w o u l d  be v a l i d  i f  t h e  p r o v i s i o n  w a s  in t h e  b y l a w s  b e f o r e  a r e c e n t  
d a t e — t h e  d a t e  o f  f i r s t  i n i r o d u c t i o n  of t h e  A l a s k a  C o r p o r a t i o n s  
C o d e  b i l l  in the l e g i s l a t u r e ,  M a r c h  24, 1 9 8 2 .

In o t h e r  w o r d s ,  t h e  a m e n d m e n t  w o u l d  m a k e  t h i s  p r o v i s i o n  
of t h e  b i l l  p r o s p e c t i v e ,  k e e p i n g  in e f f e c t  v a l i d  b y l a w s  on 
s t a g g e r e d  te r m s ;  h o w e v e r ,  no  c o r p o r a t i o n  w o u l d  be a b l e  to 
h u r r i e d l y  e n a c t  b y l a w s  now, s i m p l y  in a n t i c i p a t i o n  of p a s s a g e  of 
t h i s  bill.



Pao.t, 127 r. lines. 7-9:

T h e  c o m m i s s i o n  a g r e e d  w i t h  D i r e c t o r  K i r k p a t r i c k  t h a t  
r e q u i r i n g  a c o r p o r a t i o n  f r o m  a n o t h e r  s t a t e  t o  f i l e  i t s  a r t i c l e s  
a n d  a l l  a m e n d m e n t s  to its a r t i c l e s  in A l a s k a  w o u l d  b e  c o s t l y  to 
a d m i n i s t e r  a n d  t h a t  t h e  r e a d y  a v a i l a b i l i t y  of t h o s e  a r t i c l e s  a n d  
a m e n d m e n t s  f r o m  the p a r e n t  s t a t e  of t h e  c o r p o r a t i o n  a d e q u a t e l y  
s e r v e s  the n e e d s  of A l a s k a n s .  The c h a n g e  w a s  a g r e e d  u p o n  in the 
c o m m i t t e e  h e a r i n g  H a y  17, 1 9 8 3 ,  a n d  a o a i n  in t h e  h e a r i n g  J a n u a r y  
23, 1 9 8 4 .

P a a a  H S U  l i n n  23±  Page. 139, l i n e  9:

T h e s e  a r e  o n l y  c h a n g e s  to p r e f e r r e d  d r a f t i n g  style. A  
m i s d e m e a n o r  is a " C l a s s  A "  m i s d e m e a n o r  if no c l a s s  is d e s i g n a t e d  
i n  the s t a t u t e .  ( R e f e r e n c e  e x i s t i n g  A S  1 1 . 8 1 . 2 5 0 ( c ) ) .

P a g e  U G L l  U n a s  2 3 jz2 S L

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

P-ft.ga 1A2.J. l i n e  8_l

T h e  d e l e t e d  p h r a s e  is o b s o l e t e .  O r i g i n a l l y  the 
a r t i c l e s  of i n c o r p o r a t i o n  of an A N C S A  c o r p o r a t i o n  h a d  to be 
a p p r o v e d  b y  the S e c r e t a r y  of t h e  I n t e r i o r  (ANCSA, S e c t i o n  7(d)). 
H o w e v e r ,  a f t e r  f i v e  y e a r s  t h e  a r t i c l e s  c o u l d  b e  f r e e l y  a m e n d e d .  
B e c a u s e  m a n y  su c h  a m e n d m e n t s  h a v e  b e e n  m a de, a r t i c l e s  th a t  are 
" a p p r o v e d  b y  the S e c r e t a r y  of the I n t e r i o r "  a r e  a t h i n g  oof the 
p a s t  in s o m e  of the A N C S A  c o r p o r a t i o n s .

£ilO£ 1.4.3, H o £  1 8 j.

T h e  c h a n g e  is to c o n f o r m  to a d e c i s i o n  m a d e  b y  the
l e g i s l a t u r e  in e x i s t i n g  law, AS  10 . 0 5 . 0 0 5 ( a ) ( 2 ) (B)(ii) , t h a t  
A N C S A  S e c t i o n  7(i) m o n e y  is n o t  i n c l u d e d  in " c a p i t a l " .  S e c t i o n
7(.i) i n c o m e  is f r o m  the p o o l l e d  705 of r e v e n u e  f r o m  the
s u b s u r f a c e  e s t a t e  a n d  timber.



Page 1 4 8 lines .2.5-2.6_?_

T h i s  is a c h a n g e  in f o r m  only, t o  c o n f o r m  to l a n g u a g e  

e l s e w h e r e  in t h e  Act.

P a o e  I A S U  l i n e . 12a. fQllp»Ang the p.m M l
T h e  s e c t i o n  of t h e  b i l l  a m e n d e d  h e r e  d e a l s  o n l y  w i t h  

A N C S A  c o r p o r a t i o n s .  T h e  o n l y  p u r p o s e  of t h e  a m e n d m e n t  is to 
c o n f o r m  to S e c t i o n  30 of 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.

P a g e  14JL. lin a H i

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

£ & 3i 161a. l i e e  111

A n  u p d a t e  of the e f f e c t i v e  d a t e  c l a u s e .

- 3 -



A M E N D M E N T

O f f e r e d  in t h e  H O U S 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  BY:

TO: H B  343

P a g e  12, l i n e  27-29:

D e l e t e  a l l  m a t e r i a l  a n d  insert:

"(3) if i n c o r p o r a t i o n  is a f t e r  M a r c h  24, 1982, the 

a d d r e s s  of  its i n i t i a l  r e g i s t e r e d  o f f i c e  a n d  t h e  n a m e  of  its 

i n i t i a l  r e g i s t e r e d  a g e n t ; 1'

P a g e  12, li n e  29:

D e l e t e  "at t h a t  a d d r e s s "

P a g e  16, l i n e  5:

D e l e t e  "AS 1 0 . 0 6 . 8 7 3 "  a n d  i n s e r t  "AS 1 0 . 0 6 . 8 7 0 "

P a g e  56, f o l l o w i n g  l i n e  28:

Insert:

"(c) a p r o v i s i o n  in t h e  b y l a w s  o f  a c o r p o r a t i o n  w h i c h ,  w e r e  

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

w i t h  (a) o f  t h i s  s e c t i o n  s h a l l  b e  v a l i d  p r o v i d e d  t h a t  it w a s  

a d o p t e d  p r i o r  t o  M a r c h  24, 1 9 8 2 . "

P a g e  127, l i n e s  7-9:

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

P a g e  138, l i n e  28:

I n s e r t  " C l a s s  A" b e f o r e  " m i s d e m e a n o r "

P a g e  139, l i n e  9:

I n s e r t  " C l a s s  A" b e f o r e  " m i s d e m e a n o r "



P a g e  147, l i n e s  28- 2 9 :

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

u n d e r  e i t h e r  t h i s  c h a p t e r  or  A S  1 0 . 2 0 , "

P a g e  148, l i n e  8:

D e l e t e  " a p p r o v e d  b y  t h e  U n i t e d  S t a t e s  S e c r e t a r y  o f  t h e  I n t e r i o r "

P a g e  148, l i n e  18:

D e l e t e  ", 7 ( i ) , "

P a g e  148, l i n e s  25-26:

D e l e t e  " m a y  n o t  be c o n s i d e r e d  to  b e  a d i s t r i b u t i o n  in p a r t i a l  

l i q u i d a t i o n "  a n d  i n s e r t  "is n o t  a ' d i s t r i b u t i o n  to its s h a r e h o l d e r s '  

a s  d e f i n e d  b y  A S  1 0 . 0 6 . 9 9 0 ( 1 7 ) "

P a g e  149, l i n e  12, f o l l o w i n g  the p e r i o d :

I n s e r t  " N o t w i t h s t a n d i n g  the p r o v i s i o n s  of  A S  1 0 . 0 6 . 5 7 4 —  

1 0 . 0 6 . 5 8 6 ,  a 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  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, 1991, s h a l l  n o t  i n c l u d e  

th e  r i g h t  of s h a r e h o l d e r s  to d i s s e n t . "

P a g e  149, l i n e  15:

D e l e t e  " t h a t  is r e q u i r e d  b y  t h e  l a n g u a g e  of t h a t  A c t "

P a g e  161, l i n e  13:

D e l e t e  " J u l y  1, 1983" a n d  i n s e r t  " J u l y  1, 1984"



A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E  
COMM ITTEE ON LABOR AND COMMERCE
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LETTER OF INTENT

II: is the intent of the Senate Labor and Commerce Committee that the 

detailed commentary accompanying S.B. 246, House and Senate Joint Journal 

Supplement No. II, be considered a comprehensive guide to the proposed 

n e w  A l a s k a  Corporation Code and as such should be amended and revised 

accordingly if any changes are made to S.B. 246.

The following narrative changes reflect the amendments adopted in CSSB 

246 (L&C) .

(At page 89 of the House and Senate Joint Journal Supplemental for April 

8 :, 1 9 8 %  the Official Comment to Section 388 should be amended to read):

Official Comment to ACC Section 10.06.388. ACQUISITION OF CORPORATION'S 

ORRl SHARES; REISSUANCE OR RETIREMENT.

S C O P E : ACC sec. 388 specifies the treatment to be given redeemed or

repurchased shares. They revert to the status of authorized but unissued 

shares unless the articles of incorporation prohibit reissuance. If 

reissuance is prohibited, the article stating the number of authorized 

shares must be amended to reflect the lowered number. Such an amendment 

of the articles must be filed with the commissioner. Shareholder 

approval of the required amendment is not necessary.

While sec. 388 abolished the antiquated accounting concept of "treasury 

shares", nothing in this section is intended to prejudice the present or 

contingent contract rights which nre-ACC corporations m ay have created in 

reacquired shares described as "treasury shares."

C HANGE IN FORMER ALASKA L A W : ACC sec. 388 is taken from GCL Section 510.

It continues prior Alaska law (former AS 10.05.312-345) in requiring a 

filing with the commissioner of an amendment to the arf'cles. It departs 

from and simplifies prior law by the elimination > the concept of 
"treasury shares."

O F F I C I A L  n U l l N C t t



(At page 123 of the House and Senate Joint Journal Supplement for April 

8, 1983, the Official Comment to Section 455 should be amended to read):

Official Comment to ACC Section 10.06.455. CLASSIFICATION OF DIRECTORS.

S C O P E : Sec. 455 provides for optional classification of a board

consisting of a m i n i m u m  membership while taking steps to preclude the 

adoption of such a scheme for a corporation which has not eliminated 

cumulative voting from adopting such a classification scheme by amendment 

if shares sufficient to elect one director under cumulative voting oppose 

such amendment. Sec. 455 replaces former AS 10.05.186.

CHANGE IN FORMER ALASKA L A W : Sec. 455(a) is an enactment of Model Act

Section 37 and works an important change from former AS 10.05.186 

respecting the election to classify the board. Under prior Alaska law 

this decision could be taken by a bylaw adopted by the board without 

shareholder participation. The danger to rinority share representation 

in such circumstances led to subsection (a)'s requirement that the 

election be taken in the articles, which insures shareholder 
participation.

Subsection (b) is new. Continuing the concern for minority share 

representation on the board of a corporation which has not eliminated 

cumulative voting, sec. 455(b) precludes amendment of the articles to 

classify the board if the number of shares voting "no" on the amendment 

or refusing to consent in writing would be sufficient to elect one 

director if voted cumulatively at an election of the entire board.

Subsection (c) is new. It permits board classification pursuant to the 

terms of a provision frn the bylaws rather than the articles of 

incorporation. In order to classify a board under sec. 455(c) it is 

necessary that the bylLW have been adopted p“ior to March 24, 1982 with 

or without shareholder participation, and that I t  contains nothing which, 

were it a provision in the arcicles of incorporatio n ■ would offend sec. 

455(a). Thus, all of the restrictions on the minimum size of the board, 

the m i n imum number of classes, and the terms of the director office set 

forth in sec. 455(a) limit the terms of any bylaw which would be 

effective under sec. 455(c).
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C O M M IS S IO N E R S  
J O H N  W.  A U 3 0T T  . C H A I R M A N  
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F R E D E R I C  E. B R O W N

TO:

A L A S K A  STAT E  L E G I S L A T U R E
P O U C H  Y • S T A TE  C A P I T O L  

J U N E A U .  A L A S K A  9 0 B I I  
( 9 0 7 )  <505-4070

R e p r e s e n t a t i v e  J o h n  C o w d e r y ,  C h a i r m a n  
H o u s 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

S e n a t o r  R i c h a r d  I. E l i a s o n ,  C h a i r m a n  
S e n a t o r  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

EXCCUTIVF. SCCnr.TARY 
B I L L Y  G. B C R R I E R

F R O M :

DATE:

RE:

D i c k  R e g a n ,  R e s e a r c h  D i r e c t o r  
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

F e b r u a r y  1, 1 9 0 4

T r a n s c r i p t  of j o i n t  h e a r i n g  on 
HB  3 4 3 / S B  246 on p r o f i t  c o r p o r a t i o n s

E n c l o s e d  is a t r a n s c r i p t  m a d e  f r o m  the 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 ' s  t a p e  of t h e  j o i n t  h e a r i n g  on H B  3 4 3 / S B  246 
h e l d  M o n d a y ,  J a n u a r y  23, 1 9 8 4 .  C a t h e r i n e  W a l s h  of t h i s  o f f i c e  
t y p e d  it a t  the r e q u e s t  of 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 y  m e m b e r s  of the H o u s e  or S e n a t 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 s  w h o  w e r e  a b s e n t  f r o m  the J a n u a r y  2 3 r d  m e e t i n g  m a y  be 
e s p e c i a l l y  i n t e r e s t e d  in the t r a n s c r i p t .

S i n c e  t h e  H o u s e  m e m b e r s  h a d  to l e a v e  for a f l o o r  
s e s s i o n  b e f o r e  the m e e t i n g  v/as c o n c l u d e d ,  t h e y  m a y  be  i n t e r e s t e d  
in t h e  t e s t i m o n y  a t  the l a s t  of the t r a n s c r i p t — t e s t i m o n y  of 
E l i z a b e t h  J o h n s t o n  of the A l a s k a  F e d e r a t i o n  of N a t i v e s  
s u b c o m m i t t e e  on the b i l l  a n d  Irv B e r t r a m ,  l e g a l  c o u n s e l  for 
A l a s k a  A i r l i n e s .

D R : c h w

E n c l o s u r e



J O I N T  H O U S E  / S E N A T 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  
H E A R I N G  O N  H B  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

J A N U A R Y  23, 1 9 8 4  
8: 3 0  a.m.

C O W D E R Y :  I ' d  l i k e  to c a l l  t h e  L a b o r  a n d  C o m m e r c e
m e e t i n g  to o r d e r .  I t ' s  J a n u a r y  23, 1 984, a t  9:30 a.m. (sic) 
8:50 a.m. I ' d  l i k e  to n o t e  t h o s e  p r e s e n t :  Rep. U e l i n g ,  Rep. 
P e s t i n g e r ,  Rep. K o p o n e n  a n d  J a m e s  C o w d e r y .  A n d  I'd a l s o  li k e  to 
n o t e  p r e s e n t  S e n a t o r  M u l c a h y .  T h e  p u r p o s e  of th i s  m o r n i n g ' s  
m e e t i n g  i s  to h a v e  t e s t i m o n y  on a n  a c t  r e v i s i n g  the c o r p o r a t e  
code. A t  t h i s  t i m e  I t h i n k  t h a t  w e  v o u l d  l i k e  to c a l l  on J o h n  
A b b o t t  a n d  a n y o n e  t h a t  w o u l d  l i k e  t o  t e s t i f y  s i g n  in. T h e  f i r s t  
o n e  to t e s t i f y  t h a t  I b e l i e v e  I'd l i k e  to h a v e  is J o h n  A b b o t t .  
S t a t e  y o u r  n a m e  a n d  a f f i l i a t i o n .

A B B O T T :  T h a n k  you, Rep. C o w d e r y .  M y  n a m e  is J o h n  A b b o t t  
a n d  I a m  t h e  c h a i r m a n  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 .  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 ,  for t h o s e  of y o u  w h o  a r e  u n a w a r e  of
this, w a s  a T i t l e  24 c o m m i s s i o n  c r e a t e d  by the l e g i s l a t u r e  in 
3976. It is c o m p r i s e d  of i n d i v i d u a l s  r e p r e s e n t i n g  the A l a s k a  
C o u r t  S y s t e m ,  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  r e p r e s e n t i n g  the 
G o v e r n o r ,  t h e  A l a s k a  B a r  A s s o c i a t i o n  r e p r e s e n t a t i v e ,  
r e p r e s e n t a t i v e s  f r o m  b o t h  t h e  H o u s e  a n d  the S e n a t e ,  at  t h i s  time, 
Rep. C h a r l i e  B u s s e l l  a n d  S e n a t o r  P a t r i c k  R o d e y .  M y s e l f  a i; an 
a p p o i n t m e n t  of the G o v e r n o r ,  a s  a l a y p e r s o n  a n d  F r e d  B r o w n  as a 
r e p r e s e n t a t i v e  of G o v e r n o r  S h e f f i e l d .  We  h a v e  one v a c a n c y  on the
c o m m i s s i o n  a t  t h e  p r e s e n t  time. G e n e r a l l y ,  the* p u r p o s e  of the
c o m m i s s i o n  is t o  e n t e r t a i n  r e q u e s t s  b y  the l e g i s l a t u r e ,  by a n y  
b r a n c h  of g o v e r n m e n t  for t h a t  m a t t e r ,  to l o o k  i n t o  a r e a s  of
s t a t u t o r y  l a w  of a t e c h n i c a l  n a t u r e  t h a t  a r e  in n e e d  of r e v i s i o n  
f or a n y  n u m b e r  of r e a s o n s  i n c l u d i n g  the f a c t  th-it t h e y  no l o n g e r  
c o m p o r t  w i t h  the A l a s k a  life, b e c a u s e  w e  a r e  a m o r e  s o p h i s t i c a t e d  
s tate, b e c a u s e  t h e y  h a v e n ' t  p r o v i d e d  for a n u m b e r  of ye a r s ,  t h a t  
t h e y  a r e  o u t  of s y n c  w i t h  t h e  p r e s e n t  n e e d s  of t h e  law. T h e  
c o m m i s s i o n  a l s o  e n t e r t a i n s  its own p r o j e c t s  a n d  h a s  a t  a n y  g i v e n  
p o i n t  in t i m e  two m a j o r  p r o j e c t s  at  least, p l u s  a n u m b e r  of m i n o r  
p r o j e c t s  for c o n s i d e r a t i o n  b y  the l e g i s l a t u r e .  V7e h a v e  at  t h e  
p r e s e n t  t i m e  f i v e  m a j o r  b i l l s ,  s o m e  of w h i c h  w i l l  be c o n s i d e r e d  
b y  the l e g i s l a t u r e  t h i n  s e s s i o n ,  o t h e r s  w i l l  d i e  a n d  not g e t  
c o n s i d e r a t i o n .  T h e  b i l l  in f r o n t  of y o u  t o d a y  h a s  b e e n  
i n t r o d u c e d  b y  the R u l e s  C o m m i t t e e  in b o t h  the H o u s e  a n d  the 
S e n a t e  as H B  343 a n d  S B  24G. T h e  two b i l l s  a r c  i d e n t i c a l  in w h a t  
th e y  do a n d  w e r e  i n t r o d u c e d  s i m u l t a n e o u s l y  for t h e  p u r p o s e  of 
c o n s i d e r a t i o n  by  b o t h  the douse: a n d  Seriate w i t h o u t  the n e c e s s i t y  
of g o i n g  t h r o u g h  o n e  a n d  t h ^ n  g o i n g  t h c o u g h  the o t h e r .  T h i s  is 
t h e  pi.acticc; 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  h a s  u s e d  for the p a s t  
s e v e r a l  y e a r s  to e x p e d i t e  c o n s i d e r a t i o n  o f  t h e  bill. M y r elf, as 
c h a i r m a n ,  a n d  J e r r y  K u r t x  w h o  r e p r e s e n t s  the A l a s k a  Bar 
A s s o c i a t i o n  h a v e  b e e n  p r e s e n t  on t h e  c o m m i s s i o n  d u r i n g  the e n t i r e
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p e r i o d  of t i m e  the c o r p o r a t i o n s  b i l l  h a s  b e e n  c o n s i d e r e d  a n d  
w o r k e d  on, a n d  w e  a l o n g  w i t h  w i t h  o t h e r  m e m b e r s  of our s t a f f  a n d  
o t h e r  c o m m i s s i o n e r s  a r e  m o s t  a n x i o u s  to m e e t  w i t h  y o u  or y o u r  
s t a f f  to f u r t h e r  e x p l a i n  t h e  bi l l  i t s e l f .  It ' s  a v e r y  l a r g e  
b i l l ;  i t ' s  c o m p l i c a t e d ;  it is a s o p h i s t i c a t e d  b ill. It 
d e t e r m i n e s  all of t h e  a r e a s  of r e s p o n s i b i l i t y  w h i c h  are t a k e n  on 
w h e n  a c o m p a n y  s e e k s  a c o r p o r a t e  c h a r t e r  a n d  s e e k s  a p r i v i l e g e  
c o n f e r r e d  b y  t h e  S t a t e  of A l a s k a .  W e  h a v e  w i t h  us t o d a y  P r o f e s s o r  
D a n i e l  F e s s l e r .  He is a p r o f e s s o r  of l a w  a t  the U n i v e r s i t y  of 
D a v i s ,  C a l i f o r n i a ,  w h o  h a s  b e e n  the c o n s u l t a n t  on t h i s  bi l l  s i n c e  
its i n c e p t i o n  a n d  is o n e  of t h e  r e c o g n i z e d  a u t h o r i t i e s  on 
c o r p o r a t e  l a w  in t h e  U n i t e d  S t a t e s .  Ke  w i l l  g i v e  y o u  a t h u m b n a i l  
s k e t c h  of t h i s  b i l l  a n d  a t t e m p t  to a n s w e r  a n y  q u e s t i o n s  t h a t  y o u  
m a y  h a v e  c o n c e r n i n g  the s p e c i f i c  t e c h n i c a l  a s p e c t s  of t h e  b ill. 
T h e  b i l l  w a s  the r e s u l t  of c o n c e r n  o n  the p a r t  of m e m b e r s  of the 
c o d e  c o m m i s s i o n ,  b o t h  in p r i v a t e  p r a c t i c e  a n d  in t h e  o t h e r  a r e a s  
r e p r e s e n t e d  by t h e  co d e  c o m m i s s i o n ,  t h a t  s o m e  w o r k  n e e d e d  to be 
d o n e  b e c a u s e  the b a s i c  b i l l  h a d  been, as  it w e r e , an  o f f - t h e - r a c k  
b i l l  a d o p t e d  f r o m  O r e g o n  s t a t u t e s  a t  the t i m e  of s t a t e h o o d .  
W h e t h e r  or n o t  it w a s  a p p r o p r i a t e  to A l a s k a  e v e n  a t  the t i m e  it 
w a s  a d o p t e d  l e a v e s  s o m e  q u e s t i o n .  C e r t a i n l y  the e x i s t i n g  l a w  
d o e s  n o t  in a n y  r e s p e c t  r e a l l y  m e e t  the n e e d s  of A l a s k a n s  for 
i n c o r p o r a t i o n .  T h e  n e w  b i l l  a t t e m p t s  to set o u t  a n d  d e f i n e  all 
t h e  r e l a t i o n s h i p s  b e t w e e n  t h e  v a r i o u s  p r i n c i p a l s  or p l a y e r s  in 
the c o r p o r a t e  s t a t u s .  So  t h a t  o n e  n e e d  o n l y  look a t  th i s  b i l l  to 
d e t e r m i n e  h o w  y o u  b e c o m e  a c o r p o r a t i o n ;  h o w  y o u  a c t  a s  a 
c o r p o r a t i o n ;  h o w  y o u  t e r m i n a t e  as a c o r p o r a t i o n .  T h e  b i l l  t h a t ' s  
p r e s e n t l y  b e f o r e  t h i s  c o m m i t t e e  w a s  i n t r o d u c e d ,  I b e l i e v e ,  on 
A p r i l  9, 1.903, S i n c e  t h a t  time, s o m e  c h a n g e s  h a v e  b e e n  m a d e  as  a 
r e s u l t  of p u b l i c  h e a r i n g s  h e l d  by 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  
a n d  i n p u t  f r o m  v a r i o u s  d i f f e r e n t  o r g a n i z a t i o n s  c o n c e r n i n g  s o m e  of 
the s p e c i f i c  f e a t u r e s  of the bill. A n d  a s  a r e s u l t ,  t h e  c o d e  
c o m m i s s i o n  w i l l  b e  m a k i n g  s o m e  r e c o m m e n d a t i o n s  for c h a n g e s  to the 
c o m m i t t e e s  c o n s i d e r i n g  t h i s  bill. T h e  w o r k  on  s e c t i o n s ,  w r i t t e n  
c o m m e n t s  to the b i l l  a n d  r e q u e s t s  t h a t  c e r t a i n  c h a n g e s  be m a d e .  
T h e s e  c h a n g e s  a d d r e s s  c o n c e r n s  r a i s e d  by  A l a s k a  A i r l i n e s ,  o n e  of 
p r o b a b l y  the s t a t e ' s  largest, c o r p o r a t i o n s ,  a s p e c i a l  s u b c o m m i t t e e  
of t h e  A l a s k a  F e d e r a t i o n  of D a t i v e s  t h a t  h a s  w o r k e d  for q u i t e  
s o m e  t i m e  w i t h  the c o d e  c o m m i s s i o n ,  h a s  g r a c i o u s l y ,  g e n e r o u s l y  
p r o v i d e d  i t s  o w n  t i m e  a n d  e x p e r t i s e  a n d  its l e g a l  s t a f f  in 
v a r i o u s  of the c o r p o r a t i o n s  a n d  h a s  p r o v i d e d  os w i t h  s o m e  g o o d  
a n d  n e e d e d  a m e n d m e n t s  to t h e  bill. T h o s e ,  tor, w i l l  be 
e n t e r t a i n e d .  W e  a l s o  h a v e  w o r k e d  v e r y  c l o s e l y  wi«-n Hr. W i l l i s  
K i r k p a t r i c k ,  d e p u t y  d i r e c t o r  of c o r p o r a t i o n s  in the C o m m i s s i o n e r  
of C o m m e r c e  o f f i c e .  A n d  be, too, h a s  r e c o m m e n d e d  s o m e  c h a n g e s  
t h a t  if m a d e  w i l l  r e d u c e  a n y  f i n a n c i a l  i m p a c t  on h i s  o f f i c e .  S o  
t h a t  it w a s  t h e  i n t e n t  of t h e  c o m m i s s i o n  to d r a f t  a b i l l  t h a t  
w o u l d  h a v e  no f i n a n c i a l  i m p a c t  on t h e  C o m m i s s i o n e r  c r C o m m e r c e  
o f f i c e  or the d i r e c t o r  of c o r p o r a t i o n s .  So  y o u  w i l l  be g e t t i n g  
s o m e  r e c o m m e n d a t i o n s  for a m e n d m e n t s  p u r s u a n t  to our d i s c u s s i o n s  
a n d  the e x c h a n g e  of i d e a s  of A l a s k a  A i r l i n e s ,  the C o m m i s s i o n e r  of



C o m m e r c e  a n d  t h e  A l a s k a  F e d e r a t i o n  of N a t i v e ' s  s u b c o m m i t t e e .  I 
t h i n k  w i t h o u t  f u r t h e r  a d o  I ' l l  a s k  P r o f e s s o r  D a n i e l  F e s s l e r  to 
c o m e  u p  a n d  g i v e  y o u  a b r i e f  sum m a r y ,  an o v e r v i e w  of w h a t  the 
b i l l  d o es. If t h e r e  a r e  a n y  q u e s t i o n s ,  w e  a l s o  h a v e  s i g n e d  u p  as 
w i t n e s s e s ,  C o m m i s s i o n e r  J e r r y  K u r t z ,  F r e d  B r o w n  t o  p r o v i d e  
a d d i t i o n a l  t e s t i m o n y  or c o m m e n t s  or, in t h e  e v e n t  y o u  h a v e  s o m e  
q u e s t i o n s ,  w e ' l l  do our b e s t  to a n s w e r  t h e m  for you. T h a n k  you.

C O W D E R Y :  T h a n k  y o u .  I'd l i k e  to n o t e  t h a t  S e n a t o r  is 
p r e s e n t .  A n d  at t h i s  t ime, I'd l i k e  to h a v e  J o h n  A b b o t t  . . .
t h e n  t h e  n e x t  o n e  u p  is . . .

R O D E Y :  R a t h e r  t h a n  i n v i t e  a n y  c o m m e n t s ,  I t h i n k  t h a t  
P r o f e s s o r  F e s s l e r  c a n  do a b e t t e r  j o b  of e x p l a i n i n g  t h e  m a t e r i a l  
t h a n  a n y b o d y  e l s e  I know. Mr. C h a i r m a n ,  I ' m  the S e n a t e  m e m b e r  of
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 ,  and the c o d e  h a s  l a b o r e d  lo n g  a n d
h a r 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  a n d  C h a i r m a n  A b b o t t  on  th i s  
p a r t i c u l a r  l e g i s l a t i o n .  A n d  I t h i n k  it is w o r t h y  of the
c o m m i t t e e ' s  v e r y  s e r i o u s  c o n s i d e r a t i o n .  It is in f i n a l  form, but 
it is v e r y  n e a r  p a s s a g e .

F E S S L E R :  G e n t l e m e n ,  I am a s c h o o l  t e a c h e r  at the
U n i v e r s i t y  of C a l i f o r n i a  at D a v i s .  A n d  the s u b j e c t s  t h a t  I t e a c h  
a r e  c o n t r a c t s  a n d  c o r p o r a t i o n s .  F o u r  y e a r s  a g o  I w a s  a p p r o a c h e d  
b y  t h e  c o m m i s s i o n  a n d  a s k e d  if I w o u l d  be i n t e r e s t e d  in s e r v i n g  
as a c o n s u l t a n t  to f i r s t  s u r v e y  t h e  c o n t e n t  of e x i s t i n g  A l a s k a  
s t a t u t o r y  l a w  in t h e  b u s i n e s s  f i e l d ,  a n d  t h e n  w o r k  w i t h  the
c o m m i s s i o n  s h o u l d  i t  d e t e r m i n e  t h a t  t h e r e  w a s  n e e d  for r e v i s i o n .  
T h e  s u r v e y  of e x i s t i n g  A l a s k a  lav/ w a s  u n d e r t a k e n ,  a n d  the
c o n c l u s i o n  w a s  a r r i v e d  a t  t h a t  t h e  e x i s t i n g  A l a s k a  l a w  w a s  n o t  
t h e  l a w  t h a t  the s t a t e  w o u l d  n e s t  l i k e  to h a v e  its c i t i z e n s  
f u n c t i o n i n g  und e r .  T h e  l a w  t h a t  w e  c u r r e n t l y  h a v e  in A l a s k a  w a s  
a d o p t e d  b y  t h e  l e g i s l a t u r e ,  t h e  f i r s t  l e g i s l a t u r e  a f t e r  
s t a t e h o o d ,  b y  a d o p t i n g  t h e  t h e n  /vlaska, e x c u s e  me, the then
c o n t e n t  of t h e  O r e g o n  c o r p o r a t i o n  law. T h e  O r e g o n  c o r p o r a t i o n s  
l a w  in t u r n  w a s  t a k e n  f r o m  s o m e t h i n g  c a l l e d  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  Ac t ,  w h i c h  a c t  w a s  pul: o u t  by the' B u s i n e s s  L a w
S e c t i o n  of t h e  A m e r i c a n  B a r  A s s o c a t i o n  in t h e  e a r l y  1 9 5 0 's. By 
the t i m e  A l a s k a  a d o p t e d  the O r e g o n  law, the O r e g o n  l e g i s l a t u r e  
w a s  on the v e r g e  of c h a n g i n g  it. And, s u b s e q u e n t l y ,  the O r e g o n  
l e g i s l a t u r e  h a s  c h a n g e d  m u c h  of the c o n t e n t  of t h e  law. So, a n d  
t h i s  is b e c a u s e  t h e  m o d e l  act, w h i c h  w a s  t h e  b a s i s  of the O r e g o n  
l a w  a n d  t h e n  b e c a m e  t h e  b a s i s  of our s o r t  of s t e p c h i l d  h a s  b e e n  
in t h e  p r o c e s s  of e v o l u t i o n .  T h e  c o m m i s s i o n  a l s o  n o t e d  t h a t  in 
t h e  i n t e r v e n i n g  n e a r  q u a r t e r  of a c e n t u r y ,  t h a t  t h e r e  h a v e  b e e n
s i g n i f i c a n t  c h a n g e s  in c o r p o r a t e  law in t h r e e  of the m o s t
c r i t i c a l  j u r i s d i c t i o n s  to w h i c h  o t h e r  s t a t e s  g e n e r a l l y  l o o k  for
g u i d a n c e .  A n d  t h a t  is t h a t  N e w  Y o r k  h a d  r e w r i t t e n  its
c o r p o r a t i o n s  l a w s  in t h e  l a t e  1 9 6 0 ' s ;  C a l i f o r n i a  u n d e r t o o k  a 
s i m i l a r  p r o j e c t  in w h i c h  I w a s  i n v o l v e d  on the w o r k i n g  c o m m i t t e e  
w i t h  t h e  l e g i s l a t u r e  in t h e  m i d - 1 9 7 0 's. A n d  f i n a l l y  the m o d e l
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a c t  i t s e l f  h a s  b e e n  r e c a l l e d  a n d  is in the p r o c e s s  of a 
t h r e e - y e a r  s t u d y  in w h i c h  a c o u p l e  of y e a r s  f r o m  n o w  w i l l  r e s u l t  
in f u r t h e r  r e c o m m e n d a t i o n s .  So t h e r e  h a v e  b e e n  c h a n g e s  w i t h  
r e g a r d  to t h e  t h e o r e t i c a l  b a s i s  of the law. F u r t h e r ,  t h e r e  a r e  
c h a n g e s  in A l a s k a  in a q u a r t e r  of a c e n t u r y .  C h a n g e s  w h i c h  
s u g g e s t e d  t h a t  it m i g h t  be t i m e  for the S t a t e  of A l a s k a  to h a v e  a 
c o r p o r a t i o n  l a w  t h a t  is a p r o d u c t  of its o w n  d e l i b e r a t e  c r e a t i o n ,  
r a t h e r  t h a n  s o m e t h i n g  b o r r o w e d  f r o m  e l s e w h e r e .  T h e  r e s u l t  of 
t h i s  f o u r - y e a r  e f f o r t  is t h e  b i l l  w h i c h  y o u  h a v e  i n  f r o n t  of 
y o u .  A n d  w i t h  t h e  e x c e p t i o n  of s o m e  m i n o r  a m e n d m e n t s  w h i c h  
r e s u l t e d  in f i n a l  m e e t i n g s  w i t h  r e p r e s e n t a t i v e s  of the 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  s u b c o m m i t t e e  a n d  v a r i o u s  o t h e r  p r i v a t e  
p a r t i e s  w h o  h a v e  t e s t i f i e d  b e f o r e  t h e  c o m m i s s i o n  t h a t  the b i l l  
w h i c h  t h e  c o m m i s s i o n  is s e e k i n g  y o u r  l e g i s l a t i v e  a p p r o v a l  a n d  
e n a c t m e n t  is n o w  in f i n a l  form. In a d d i t i o n  to t h e  bill, the 
c o m m i s s i o n  h a s  p r e p a r e d  v e r y  l e n g t h y  c o m m e n t a r i e s .  T h e s e  
c o m m e n t a r i e s ,  h o p e f u l l y ,  a r e  d e s i g n e d  t o  e x p l a i n  t o  m e m b e r s  of 
b o t h  t h e  H o u s e  a n d  S e n a t e  t h e  o r i g i n  of e a c h  a n d  e v e r y  p r o v i s i o n  
of the act, to s h a r e  the v a l u e  j u d g m e n t s  w h i c h  c a u s e d  t h e  m e m b e r s  
o f  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  to r e c o m m e n d  t h a t  p a r t i c u l a r  
c o n t e n t ,  to d i s c l o s e  to y o u  to the e x t e n t  t h a t  t h e  s t a t u t e  is 
b o r r o w e d  or m o d i f i e d  f r o m  s t a t u t o r y  l a w  in o t h e r  j u r i s d i c t i o n s  
t h e  s p e c i f i c  g e n e s i s  of t h e  law, a n d  t h e n  to s t a t e  w h a t  c h a n g e  
w o u l d  b e  m a d e  in e x i s t i n g  A l a s k a  lav/ w e r e  the l e g i s l a t u r e  to 
a d o p t  t h i s  b i ll. In a d d i t i o n ,  your s t a f f s  w i l l  be f u r n i s h e d ,  a n d  
t h e  m e m b e r s  w i l l  b e  i n v i t e d ,  to w o r k  w i t h  a n o t h e r  d o c u m e n t .  I 
a p o l o g i z e  for t h e  p r o d i g i o u s  s i z e  of t h e s e  d o c u m e n t s ,  b u t  t h i s  
d o c u m e n t  is u s e f u l  in t h a t  if a n  i n d i v i d u a l  is f a m i l i a r  w i t h  t h e  
p r o v i s i o n  o f  e x i s t i n g  A l a s k a  law, t h i s  w o r k s  b a c k w a r d s  f r o m  
e x i s t i n g  A l a s k a  la  w, s e c t i o n  by s e c t i o n ,  a n d  s h o w s  h o w  t h a t  
p r o v i s i o n  w o u l d  f a r e  s h o u l d  t h i s  p a r t i c u l a r  b i l l  be a d o p t e d .  S o  
t h o s e  s t u d y  a i d s  h o p e f u l l y  w i l l  be u s e f u l  to s t a f f s  a n d  w i l l  be  
u s e f u l  to the v a r i o u s  c o m m i t t e e s  of t h e  l e g i s l a t u r e .  W h a t  I h a d  
h o p e d  to do t h i s  m o r n i n g  w a s  to s h a r e  w i t h  y o u  s o m a  of t h e  v a l u e  
j u d g m e n t s  w h i c h  the c o m m i s s i o n  h a s  m a d e  a n d  w h i c h  a r e  e m b o d i e d  in 
t h e  m u l t i p l e  p r o v i s i o n s  of th i s  act. O n e  of t h e  m a j o r  
d i s a d v a n t a g e s  of e x i s t i n g  A l a s k a  l a w  is t h a t  if a n  i n d i v i d u a l  
v/ere to p i c k  it u p  s e e k i n g  to k n o w  t h e  c o n t e n t  of t h e  lav/ t h e  
i n d i v i d u a l  m i g h t  f o l l o w ,  e x i s t i n g  A l a s k a  c o r p o r a t e  l a w  is t o t a l l y  
d i s o r g a n i z e d .  P r o v i s i o n s  w h i c h  m a y  r e l a t e  or s u r r o u n d  the 
p r o b l e m  a r e  s c a t t e r e d  t h r o u g h o u t  the bill. O n e  of t h e  i n i t i a l  
i m p r e s s i o n s  t h a t  y o u  w i l l  g a i n  f r o m  l o o k i n g  a t  t h i s  b i l l  is t h a t  
it is v e r y  t i g h t l y  o r g a n i z e d .  it is o r g a n i z e d  b y  m a j o r  t o p i c a l  
s e c t i o n s  w i t h  t h e  h o p e  t h a t  if an i n d i v i d u a l  h a s  a p r o b l e m  w i t h  
th e  f o r m a t i o n  of a c o r p o r a t i o n ,  all p r o v i s i o n s  of t h e  a c t  t h a t  
d e a l  w i t h  c o r p o r a t e  f o r m a t i o n  w i l l  b e  f o u n d  in A r t i c l e  3. If t h e  
i s s u e  r e l a t e s  to c o r p o r a t e  f i n a n c e ,  A r t i c l e  4 c o n t a i n s  a l l  t h e  
r e l e v a n t  law. So that, in e s s e n c e ,  t h e  c o m m i s s i o n  d i r e c t e d  m e  to 
d r a f t  the v a l u e  j u d g m e n t s  w h i c h  it h a d  m a d e  v e r y  m u c h  in the f o r m  
of a c o o k b o o k ,  b u t  h o p e f u l l y  g e t t i n g  t h e  i n g r e d i e n t s  in t h e  r i g h t  
o r d e r  so t h a t  it s h o u i d  be s o m e t h i n g  w h i c h  an i n d i v i d u a l ,  w h e t h e r



a l a y p e r s o n  or a p r a c t i t i o n e r  d e s i r o u s  of k n o w i n g  t h e  c o n t e n t  of 
t h e  law, w i l l  be a b l e  to f i n d  it. A n d  o n c e  in the r i g h t  area, 
w i l l  f i n d  a l l  of t h e  r e l a t e d  p r o v i s i o n s  o f  t h e  s t a t u t e  r a t h e r  
t h a n  h a v e  t h e m  l y i n g  a r o u n d  in l a n d  m i n e s  s o m e  25 to 3 0 c r e d i t  
p a g e s  l a t e r ,  w h i c h  is t h e  r a t h e r  d u b i o u s  d i s t i n c t i o n  of the 
c u r r e n t  p r o v i s i o n s  of c h a p t e r  5, T i t l e  10. N e w  t h e  a r e a s  w h e r e i n  
s i g n i f i c a n t  v a l u e  j u d g m e n t s  a r e  f o u n d  w o u l d  b e  A r t i c l e  3 w h i c h  
d e a l s  w i t h  t h e  f o r m a t i o n  of a c o r p o r a t i o n .  S o m e  s t a t e s  l i k e  
C a l i f o r n i a  h a v e  a t t e m p t e d  to say t h a t  if y o u  a r e  g o i n g  to f o r m  a 
c o r p o r a t i o n  in C a l i f o r n i a ,  c e r t a i n  m a j o r  v a l u e  j u d g m e n t s  h a v e  
b e e n  m a d e  b y  the l e g i s l a t u r e .  A n d  the p r i c e  for f o r m i n g  a 
c o r p o r a t i o n  in Califoriria is t h a t  y o u  c o m p l y  w i t h  the v a l u e  
j u d g m e n t s .  T h e y  w o u l d  i n c l u d e  such t h i n g s  as the r e q u i r e m e n t  
t h a t  t h e r e  b e  c u m u l a t i v e  v o t i n g  for s h a r e h o l d e r s ;  t h a t  the b o a r d  
c a n n o t  be c l a s s i f i e d ;  t h a t  t h e  d i r e c t o r s  c a n  o n l y  s e r v e  o n e - y e a r  
terms. C a l i f o r n i a  is a s t a t u t e  w h i c h  is v e r y  p r e g n a n t  w i t h  v a l u e  
j u d g m e n t s  t h a t  s o r t  of t e l l  c i t i z e n s  t h i s  is the o n l y  w a y  w e  are 
g o i n g  to p e r m i t  it to b e  done. N o w  the r e a s o n  t h a t  th i s  s t a t u t e  
d o e s  n o t  do t h a t  is f i r s t  t h e r e  w a s  a f u n d a m e n t a l  p h i l o s o p h i c a l  
d i s a g r e e m e n t  t h a t  t h e  S t a t e  of A l a s k a  s h o u l d  be in the b u s i n e s s  
o f  m a k i n g  v a l u e  j u d g m e n t s  a b o u t  h o w  p e o p l e  v/ho e n t e r  in the 
c o r p o r a t e  f o r m  o u g h t  to b e h a v e .  T h e  v a l u e  j u d g m e n t  w h i c h  took 
p r e c e d e n c e  o v e r  t h a t  w a s  t h a t  p e o p l e  s h o u l d  be i n f o r m e d  by 
r e a d i n g  the s t a t u t e  w h a t  the p o s s i b i l i t i e s  are. A n d  t h a t  th e y  
s h o u l d  be a l l o w e d ,  k n o w i n g  w h a t  the p o s s i b i l i t i e s  are, to m a k e  
t h e i r  o w n  d e c i s i o n s  a s  to w h e t h e r  t h e r e  w i l l  b o  c u m u l a t i v e  
v o t i n g ;  h o w  l a r g e  a b o a r d  t h e y  w i l l  h a v e ;  w h e t h e r  t h e y  w i l l
c l a s s i f y  t h e  b o a r d ;  w h e t h e r  the b o a r d  w i l l  h a v e  t e r m s  t h a t  e x c e e d  
o n e  y e a r .  B u t  t h a t  t h o s e  v a l u e  j u d g m e n t s  s h o u l d  be l a y e d  out, 
a n d  t h e y  a r e  l a y e d  o u t  in A r t i c l e  3 in a m a n n e r  w h i c h  an 
i n d i v i d u a l  d e t e r m i n i n g  to f o r m  a c o r p o r a t i o n  c a n  q u i c k l y  s e e  th a t  
t h e s e  a r e  t h e  b a s i c  t h i n g s  w i t h  w h i c h  t h e  i n d i v i d u a l s  d e s i r o u s  of 
e n t e r i n g  t h i s  a s s o c i a t i o n  s h o u l d  c o m e  to s o m e  a g r e e m e n t .  
F u r t h e r ,  t h e r e  is the advantage.* that v/e c a y  t h a t  if y o u  a r e  g o i n g  
t o  m a k e  t h e s e  f u n d a m e n t a l  d e c i s i o n s ,  y o u  m u s t  p u t  t h e m  in the 
a r t i c l e s  of i n c o r p o r a t i o n .  So  t h a t  if a p e r s o n  v/ho is a
p o t e n t i a l  i n v e s t o r  d e s i r i n g  t o  k n o w  w h a t  the l a y  of the l a n d  is 
for X Y Z  c o r p o r a t i o n  n e e d  o n l y  o b t a i n  n c o p y  of the a r t i c l e s  of 
X Y Z  c o r p o r a t i o n ,  a n d  t h a t  - i n d i v i d u a l  w i l l  h a v e  a d e f i n i t i v e  
s t a t e m e n t  of the b a s i c  v a l u e  j u d g m e n t s  w h i c h  c i t i z e n s  f o r m i n g  
th a t  c o r p o r a t i o n  h a v e  m a d e .  A n d  t h e r e  is a f u r t h e r  p r o b l e m ,  
w h i l e  C a l i f o r n i a  h a s  a t t e m p t e d  to m a k e  v a l u e  j u d g m e n t s  a n d  i m p o s e  
t h e m  on c i t i z e n s ,  the s c a n d a l  is t h a t  p e o p l e  t h e n  s i m p l y  l e a v e  
the s t a t e  a n d  f o r e i g n  i n c o r p o r a t e .  T h e y  c o m e  b a c k  as O r e g o n  
c o r p o r a t i o n s .  T h e y  c o m e  b a c k  a c r o s s  t h e  s t a t e  l i n e  as  N e v a d a
c o r p o r a t i o n s .  A n d  no it w a s  d e e m e d  t h a t  t h i s  w a s  p r o b a b l y  not 
th e  b e s t  t h i n g  t o  a t t e m p t ,  a n d  t h a t  the a t t e m p t  in the s t a t e
t h a t ' s  p u r s u i n g  it  i s n ' t  w o r k i n g .  S o  in t h a t  r e s p e c t ,  a l t h o u g h  
y o u ' l l  see the C a l i f o r n i a  c o r p o r a t i o n  c o d e  h a s  h a d  a s i g n i f i c a n t  
i m p a c t  on m a n y  of the p r o v i s i o n s  of t h i s  r e c o m m e n d e d  l e g i s l a t i o n ,  
the b a s i c  t h i n g  t h a t  the C a l i f o r n i a  c o r p o r a t i o n  c o d e  is k n o w n  for
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is n o t  c a r r i e d  f o r w a r d  h e r e .  It is p o s  Lble to fo r m  a
c o r p o r a t i o n  in A l a s k a  w h i c h  is e v e r y  b i t  as straight.laced as a 
c o r p o r a t i o n  m a n d a t e d  u n d e r  C a l i f o r n  r lav/. T h a t  is a v a l u e  
j u d g m e n t  t h a t  c i t i z e n s  c a n  m a k e .  It is n o t  a v a l u e  j u d g m e n t  t h a t
t h e  l e g i s l a t u r e  v/ould be m a k i n g  for you. N o w  w i t h  r e g a r d  to
A r t i c l e  4 on c o r p o r a t e  f i n a n c e .  H e r e  A l a s k a  l a w  w a s  d e e m e d  to be
f l a w e d  in a m a n n e r  t h a t  is true of v i r t u a l l y  e v e r y  state. 
L a w y e r s , a t  l e a s t  in m y  e x p e r i e n c e  of b e i n g  o n e  a n d  t e a c h i n g  
o t h e r s  for a l o n g e r  p e r i o d  of t i m e  t h a n  I l i k e  to r e c o l l e c t ,  
g e n e r a l l y  m a k e  a c a r e e r  d e c i s i o n  to go i n t o  l a w  s o m e t i m e  a f ter 
t h e y  l e a r n  t h a t  t h e y  h a v e  no a p t i t u d e  w h a t s o e v e r  for a r i t h m e t i c ,  
l e t  a l o n e  m a t h e m a t i c s .  T h e  c o n s e q u e n c e  is t h a t  m o s t  l a w y e r s  
c a n n o t ,  i n c l u d i n g  m y s e l f ,  b a l a n c e  a c h e c k b o o k .  A n d  .lawyers a r c  
h o r r i f i e d  b y  c o n c e p t s  o f  a c c o u n t i n g .  T h e r e f o r e ,  over the y e a r s  
w e  h a v e  s o r t  of d e v e l o p e d  our o w n  a c c o u n t i n g  t e c h n i q u e s .  B e c a u s e  
o v e r  the y e a r s  v/e h a v e  h a d  p e r h a p s  a b i g g e r  v o i c e  t h a n  v/e s h o u l d  
h a v e  w h i s p e r i n g  in t h e  e a r s  of e l e c t e d  r e p r e s e n t a t i v e s  a n d  
p e o p l e ,  our v e r s i o n s  of the m y t h s  of a c c o u n t i n g  r a t h e r  t h a n  t h e  
a c c o u n t i n g  p r o f e s s i o n  hcive b e g u n  to c r e e p  i n t o  the lav/. A l a s k a ' s  
c u r r e n t  c o r p o r a t i o n  l a w  s u f f e r s  f r o m  p e r h a p s  a t e r m i n a l  ca s e  of 
l a w y e r - a c c o u n t i n g  t e r m s .  O n e  of the m a j o r  t h i n g s  w h i c h  
c o r p o r a t i o n s  m u s t  w o r r y  a b o u t  if t h e y  a r e  to b e h a v e  in a s o c i a l l y
r e s p o n s i b l e  m a n n e r ,  s i n c e  t h e y  are g i v e n  the p r e s u m p t i o n  of
l i m i t e d  l i a b i l i t y .  If I f o r m  a c o r p o r a t i o n ,  my c r e d i t o r s  a n d  
e v e n  v i c t i m s  of c a l a m a t i e s  s u c h  as  t o r t s  m u s t  look o n l y  to the 
a s s e t s  of t h e  c o r p o r a t i o n ,  n o t  to my o w n  p e r s o n a l  a s s e t s .  
C i r c u m s t a n c e s  a r e  i m p o r t a n t  to the state, a l l  p e o p l e  v/ho c o m e  
i n t o  c o n t a c t  w i t h  c o r p o r a t i o n s .  W ell, t h e n  w h a t  a s s e t s  m u s t  I 
l e a v e  w i t h  the c o r p o r a t e  e n t i t y ?  w h a t  a c c o u n t i n g  p r i n c i p l e s  m u s t  
I o b s e r v e  in k e e p i n g  the b o o k s  of t h e  c o r p o r a t i o n ?  T h e  l a w  h a s  
a l w a y s  b e e n  i n t e r e s t e d  in t h i s  q u e s t i o n .  B u t  the p r o b l e m  is t h a t  
v/e a l l o w e d  a g u l f  to g r o w  b e t w e e n  w h a t  t h e  l a w  s e e m e d  to be 
s u g g e s t i n g  a n d  w h a t  a c c o u n t a n t s  w e r e  t e l l i n g  p e o p l e  a r e  the 
i n t e l l i g e n t  w a y  to p a r s e  t h r o u g h  m a t t e r s  a n d  to r e s o l v e  t h e m  on 
t h e  b o o k s  a n d  r e c o r d s  of a c o r p o r a t e  e n t i t y .  C a l i f o r n i a  b r o k e  
n e w  g r o u n d  in 1 9 7 7  w h e n  .it: s a i d  t h a t  .it w o u l d  a b o l i s h  all
c o n c e p t s  of l e g a l  a c c o u n t i n g .  It w o u l d  s u b s t i t u t e  s o m e  s t r a i g h t ,  
c o m m o n  s e n s e  i d e a s  as  to w h e n  a c o r p o r a t i o n  c o u l d  p a y  a 
d i v i d e n d .  A  c o r p o r a t i o n  c o u l d  p a y  a d i v i d e n d  w i t h i n  t h e  
d i s c r e t i o n  of t h e  b o a r d  of d i r e c t o r s  a t  a n y  tic.;; s o  l o n g  as the 
a s s e t s  of the c o r p o r a t i o n  e q u a l  the l i a b i l i t i e s  of t h e
c o r p o r a t i o n  w i t h  the p r o t e c t i v e  r a t i o  of $ 5 .00 in a s s e t s  to e v e r y  
$ 4.00 in l i a b i l i t i e s .  A  v e r y  s i m p l e  c o n c e p t  to u n d e r s t a n d .  
T h e r e  are n o  l o n g e r  r e d u c t i o n  s u r p l u s ,  e a r n e d  s u r p l u s ,  all of the 
n o t i o n s  w h i c h  l a w y e r s  h a v e  i n v e n t e d  ov e r  the y e a r s .  It ' s  a v e r y  
s i m p l e  idea. If v/e a r e  g o i n g  t:o m a k e  a d i s t r i b u t i o n ,  w h e t h e r  we 
m a k e  it in m o n e y ,  w h e t h e r  v/e m a k e  it in c o r p o r a t e  p r o p e r t y  to 
s h a r e h o l d e r s ,  v/e h a v e  w h a t  is c a l l e d  the r a t i o  of a s s e t s  to 
l i a b i l i t i e s  w h i c h  m u s t  be m a i n t a i n e d .  T h i s  b i l l  a d o p t s  w h a t  is 
t u r n i n g  o u t  to b e  o n e  of t h e  m o s t  s u c c e s s f u l  dccomp.Ii cat io n s  of 
c o r p o r a t e  .life w h i c h  w a s  d o n e  in C a l i f o r n i a .  It a l s o  f o l l o w s  bo t h
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C a l i f o r n i a  a n d  n o w  N e w  Y o r k  in s a y i n g  th a t  in c o m p l y i n g  w i t h  the 
l a w f t h a t  so l o n g  as a c o r p o r a t i o n  k e e p s  its b o o k s  a n d  r e c o r d s  in 
a m a n n e r  w h i c h  r e f l e c t s  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 i n c i p l e s ,  
h e  h a s  c o m p l i e d  w i t h  the law. S o  w e  l e a v e  to the a c c o u n t i n g  
p r o f e s s i o n  a n d  n o t  to m y  b r o t h e r s  a n d  s i s t e r s - i n - l a w  the 
d e t e r m i n a t i o n  as  to v/hat is the b e s t  w a y  for t h a t  c r a f t  a n d  
s c i e n c e  to p r o c e e d  to a d v i s e .  So a c c o u n t i n g  is l e f t  to 
a c c o u n t a n t s ,  b u t  w e  m a k e  a s i m p l e  v a l u e  j u d g m e n t  to p r o t e c t  
p e o p l e .  I t ' s  t h i s  r a t i o  of l i a b i l i t i e s  to a s s e t s .  F i v e  d o l l a r s  
in a s s e t s  to fo u r  d o l l a r s .  Y o u  can m a k e  a n y  d i s t r i b u t i o n  y o u  
w a n t  so l o n g  as y o u  dc n o t  go  b e l o w  t h a t  floor. That, I think, 
w i l l  m a k e  it m u c h  e a s i e r  for p e o p l e  d e t e r m i n e d  to c o m p l y  v/ith the
l a w  to do so a n d  m a k e  the d e t e c t i o n  of t h o s e  few p e o p l e  w h o  a r e
d e t e r m i n e d  to e v a d e  the l a w  m u c h  e a s i e r .  N o w  w i t h  r e g a r d  to 
A r t i c l e  5, a m a j o r  q u e s t i o n  h a s  been, in e x i s t e n c e  for m a n y  
y e a r s .  V7hat a r e  the p r o p e r  p r e r o g a t i v e s  of s h a r e h o l d e r s  as 
o p p o s e d  to the d i r e c t o r s  a n d  o f f i c e r s  of the c o r p o r a t i o n s ?  Is it 
to b e  an A t h e n i a n  d e m o c r a c y ,  or is the b e t t e r  m o d e l  t h a t  y o u  
e l e c t  the d i r e c t o r s  a n d  y o u  v e s t  c o n t r o l  a n d  m a n a g e m e n t  of the 
c o r p o r a t e  e n t i t y  d u r i n g  the p e r i o d  of t e n u r e  of t h e i r  t e r m s  in 
t h e  i n d i v i d u a l s ?  A r t i c l e  5 h a s  a d e f a u l t  p r o v i s i o n  t h a t  the 
p o w e r s  of c o n t r o l  a n d  m a n a g e m e n t  of the c o r p o r a t i o n  a r e  v e s t e d  in 
t h e  board. H o w e v e r ,  a c o r p o r a t i o n  m a y  by t h e  t e r m s  of its
a r t i c l e s  m o d i f y  t h i s  p r e s u m p t i o n  a n d  c o n f e r  g r e a t e r  p r e r o g a t i v e s  
u p o n  s h a r e h o l d e r s .  If it is g o i n g  to do that, h o w e v e r ,  it m u s t  
do  it b y  a n  a f f i r m a t i v e  p r o v i s i o n  in 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 .  T h e  t h r u s t  of A r t i c l e  5 is to e n s u r e  t h a t  
s h a r e h o l d e r s  h a v e  a c e s s  to r e l i a b l e  a n d  u p - t o - d a t e  i n f o r m a t i o n  as 
to the c o n d i t i o n  a n d  r e c o r d  of  a c c o m p l i s h m e n t  or f a i l u r e  of the
p e o p l e  th e y  h a v e  e l e c t e d  to be  t h e  d i r e c t o r s  of the c o r p o r a t i o n .
Y o u  w i l l  n o t i c e  t h a t  for the f i r s t  time w o  w o u l d  s t a n d a r d i z e  
n o t i c e  r e q u i r e m e n t s .  tinder c u r r e n t  law, o n e  of the d e f e c t s  is
t h a t  w e  h a v e  n o  s t a n d a r d i z a t i o n  of n o t i c e  r e q u i r e m e n t s .  For 
c e r t a i n  m a t t e r s ,  30 days' n o t i c e  is s u f f i c i e n t .  For o t h e r s ,  40 
d a y s  is r e o u i r e d .  U n d e r  t h i s  bill, n o t i c e  r e q u i r e m e n t s  are 
s t a n d a r d i z e d ,  a n d  it s h o u l d  m a k e  p e o p l e  w h o  a r e  d e t e r m i n e d  to 
e v a d e  it m u c h  e a s i e r  to f e r r e t  out. So a g a i n  the act r e f l e c t s  
t h e  c o m m i s s i o n ' s  v a l u e  j u d g m e n t  t h a t  t h e  b a s i c  p o l i c y  or p o w e r  
b e t w e e n  s h a r e h o l d e r s  on the o n e  h a n d  a n d  d i r e c t o r s  on the o t h e r
t h a t  the a c t  s h o u l d  s p e c i f y  w h a t  s h o u l d  be t h a t  r a t i o  or
r e l a t i o n s h i p  if the p a r t i e s  d o n ' t  w i s h  to c h a n g e  it. B u t  if t h e y  
do w i s h  to m a k e  a d i f f e r e n t  a r r a n g e m e n t ,  if t h e y  p u t  it in the 
a r t i c l e s  t h e y  a r e  f r e e  to do so. A r t i c l e  f d e a l s  w i t h  the 
p r e r o g a t i v e s  a n d  r e s p o n s i b i l i t i e s  of o f f i c e r s  a n d  d i r e c t o r s .  
H e r e  I t h i n k  y o u ' l l  be v e r y  p l e a s e d  to see t h a t  for the v e r y  
f i r s t  ti m e  w e  h a v e  a s t a t u t o r y  d e f i n i t i o n  of t h e  d u t i e s  of c a r e  
a n d  d u t i e s  of l o y a l t y  w h i c h  d i r e c t o r s  a n d  o f f i c e r s  a r e  e x p e c t e d  
to obey. A t  the p r e s e n t  t i m e  in A l a s k a ,  it w o u l d  be a m a t t e r  of 
c o n j e c t u r e  v/hat the A l a s k a  .Supreme C o u r t  w o u l d  e v e n t u a l l y  say
w i t h  the c o n t e n t  of t h o s e  .important d u t i e s .  ,f,hi s m a k e s  it
d i f f i c u l t  for an i n d i v i d u a l  w h o  is e m b a r k i n g  u p o n  t h e  c a r e e r  of

- 7 -



b e i n g  a c o r p o r a t e  d i r e c t o r ,  p e r h a p s  out of a c c o m m o d a t i o n  to 
f r i e n d s ,  a n d  m a n y  s m a l l  c o r p o r a t i o n s  k n o w  e x a c t l y  w h a t  it  is I a m  
ejipected to do, a p e r i l  of l a t e r  on b e i n g  h e l d  a c c o u n t a b l e  for 
n o t  h a v i n g  clone it. A n o t h e r  i m p o r t a n t  f e a t u r e  of t h i s  b i l l  w h i c h  
h a s  r e c e i v e d  w i d e  s u p p o r t  by  t h o s e  p e o p l e  v/ho h a v e  r e a d  it, is 
S e c t i o n  435. S e c t i o n  435 for t h e  f i r s t  time in A l a s k a  s u b j e c t s  
s h a r e h o l d e r  d e r i v a t i v e  c a u s e s  of a c t i o n  to s t a t u t o r y  r e g u l a t i o n .  
A l a s k a  p r e s e n t l y  h a s  the d u b i o u s  d i s t i n c t i o n  of b e i n g  one of two 
A m e r i c a n  j u r i s d i c t i o n s  w h i c h  h a s  n o  s t a t u t o r y  r e g u l a t i o n  of the 
d e r i v a t i v e  suit. T h i s  is a s u i t  in w h i c h  a s h a r e h o l d e r  c o m e s  
f o r w a r d  a n d  b r i n g s  a c a u s e  of a c t i o n  t h a t  a l l e g e s  t h a t  n o t  I, the 
s h a r e h o l d e r ,  h a v e  b e e n  i n j u r e d  b u t  t h a t  the c o r p o r a t i o n  h a s  b e e n  
i n j u r e d .  A n d  I as a s h a r e h o l d e r  a p p o i n t  m y s e l f  to l i t i g a t e  th i s  
m a t t e r  on b e h a l f  of the c o r p o r a t i o n .  T h e  t e n s i o n  b e t w e e n  the 
p r e r o g a t i v e s  of t h e  i n c u m b e n t  d i r e c t o r s  of the c o r p o r a t i o n  to 
m a k e  t h a t  d e c i s i o n  a n d  to c o n t r o l  th a t  l i t i g a t i o n  a n d  the r i g h t s  
of a s h a r e h o l d e r  to s a y  t h a t  I a m  g o i n g  to e l b o w  m y  w a y  in t o  the 
p i l o t ' s  s e a t  in t h i s  p l a n e  for the n e x t  s e v e r a l  y e a r s ,  is a v e r y  
i m p o r t a n t  o n e  b e c a u s e  it m a y  b e  t h a t  t h e r e  is c o r r u p t i o n  a t  t h e  
b o a r d  level. M a y b e  t h e r e  is not. I u r g e  y o u r  v e r y  c a r e f u l  
a t t e n t i o n  to S e c t i o n  43 5 to p o i n t  o u t  th a t  I b e l i e v e  y o u  w o u l d  
f i n d  t h a t  y o u  w o u l d  go f r o m  h a v i n g  no s t a t u t o r y  r e g u l a t i o n  on 
t h i s  i m p o r t a n t  s u b j e c t  to h a v i n g  o n e  of the m o s t  b a l a n c e d ,  
c o m p r e h e n s i v e  r e g u l a t i o n s  of t h e  s u b j e c t  in t h i s  c o u n t r y .  
S e c t i o n  435, t h e r e f o r e ,  is an  i m p o r t a n t  i n n o v a t i o n .  A r t i c l e  7 is 
r a t h e r  t e c h n i c a l  i n  n a t u r e .  It d e a l s  w i t h  the q u e s t i o n  of h o w  v/e 
go a b o u t  m a k i n g  a m e n d m e n t s  a n d  c h a n g e s  to 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 .  A g a i n ,  it s t a n d a r d i z e s  p r o c e d u r e s  a n d  f o r c e s  t h e  
a t t e n t i o n  of t h o s e  w h o  w i s h  to c h a n g e  the b a s i c  f o r m a t  of a 
c o r p o r a t i o n  i n t o  d o i n g  it by w a y  of a m e n d i n g  the a r t i c l e s  so that*, 
t h e r e  is r e g u l a r i t y .  A n d  a g a i n  so t h a t  p o t e n t i a l  i n v e s t o r s  
i n t e r e s t e d  in t h e  c o r p o r a t e  e n t i t y  e.r.n lo o k  at the a r t i c l e s  of 
i n c o r p o r a t i o n  a n d  h a v e  n o t  o n l y  an h i s t o r i c a l  i m p r e s s i o n  of w h a t  
the c o r p o r a t i o n  w a s  l i k e  in y e s t e r y e a r ,  b u t  an a c c u r a t e ,  m o d e r n  
i m p r e s s i o n  of w h e r e  the p o w e r  w i t h i n  t h i s  c o r p o r a t i o n  is 
c u r r e n t l y  b e i n g  d i s t r i b u t e d .  A r t i c l e  0 is g o i n g  to be a m a t t e r  
of g r e a t  i n t e r e s t  to your c o n s t i t u e n t s ,  it d e a l s  w i t h  whnt; a r e  
c a l l e d  o r g a n i c  c h a n g e s .  In e s s e n c e ,  m e r g e r s ;  c o n s o l i d a t i o n s ;  
s h a r e  e x c h a n g e s ;  s a l e  of a l l  the c o r p o r a t e  a s s e t s  o t h e r  t h a n  in 
the u s u a l  c o u r s e  of b u s i n e s s .  A s  e a c h  of us is a w a r e ,  t h e  U n i t e d  
S t a t e s  r i g h t  n o w  is g o i n g  t h r o u g h  w h a t  is c a l l e d  a m e r g e r  craze. 
C o r p o r a t i o n s  a r e  a p p e a r i n g  to be a t t r a c t i v e  t a k e o v e r  c a n d i d a t e s  
by i n d i v i d u a l s  w h o  m a y  or m a y  n o t  h a v e  l e g i t i m a t e  d e s i r e s  or 
d e s i r e s  w h i c h  w o u l d  a d v a n c e  t h e  i n t e r e s t  of s h a r e h o l d e r s  s h o u l d  
t h e y  be  in a p o s i t i o n  to s e i z e  c o n t r o l  of t h e  b o a r d  of 
d i r e c t o r s .  A t  the p r e s e n t  time, A l a s k a  law is v e r y  u n c l e a r  as to 
t h e  r e s p e c t i v e  r o l e s  of i n c u m b e n t  b o a r d s  as o p p o s e d  to 
s h a r e h o l d e r s .  And, t h e r e f o r e ,  A l a s k a  c o r p o r a t i o n s  l o o k  
v u l n e r a b l e  to i n d i v i d u a l s  v/ho a r e  d e t e r m i n e d  to l a u n c h  a t a k e o v e r  
bid. A r t i c l e  0 c l e a r l y  d e f i n e s  the p r e r o g a t i v e s  of e x i s t i n g  
m a n a g e m e n t  a n d  the s h a r e h o l d e r s  of a c o r p o r a t i o n  w i t h  r e s p e c t  to
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A r t i c l e  8 d o e s  is v e s t  w i t h  t h e  e x i s t i n g  b o a r d  t h e  pov __ 
t he t e r m s  of a m e r g e r ,  a c o n s o l i d a t i o n ,  a s h a r e  e x c h a n g e ,  or 
of a s s e t s  in a n  e x t r a o r d i n a r y  t r a n s a c t i o n .  A n d  t h e n  r e q u i r e  
t w o - t h i r d s  a p p r o v a l  b y  t h e  s h a r e h o l d e r s  of t h e  c o r p o r a t i o n  in 
o r d e r  to a p p r o v e .  T h i s  s h o u l d  b r i n g  A l a s k a  c o r p o r a t i o n s  into 
- * - w i t h  C a l i f o r n i a  a n d  N e w  Y o r k  a n d  o t h e r  m a j o r  s t a t e s  w h i c h

s h a r e h o l d e r s  a n d  e x i s t i n g  m a n a g e m e n t  w o u l d  s i m p l y  be  s u b v e r t e d  
a n d  b r u s h e d  a s i d e .  R e f o r m  n e e d s  to be t a k e n  i n  A l a s k a  in th i s  
a r e a .  I w o u l d  h o p e  t h a t  y o u  w o u l d  be s a t i s f i e d  w i t h  the 
c o m m i s s i o n ' s  r e c o m m e n d a t i o n s  w h i c h  a r e  e m b o d i e d  i n  A r t i c l e  8 . 
A r t i c l e  9, d e a l i n g  w i t h  d i s s o l u t i o n ,  is v e r y  i m p o r t a n t  b e c a u s e  of 
t he c h a n g e s  t h a t  h a v e  b e e n  m a d e  in  the f e d e r a l  b a n k r u p t c y  law. 
It c o o r d i n a t e s ' w i t h  m o d e r n  f e d e r a l  b a n k r u p t c y  law a n d  c r e a t e s  for 
t h e  A l a s k a  j u d i c i a r y  a far m o r e  s e n s i b l e  a p p r o a c h  to p r o t e c t i n g  
t he r i g h t s  of  c r e d i t o r s  as  w e l l  as the r i g h t s  of s e n i o r  
s h a r e h o l d e r s  in t h e  e v e n t  t h a t  a c o r p o r a t i o n  g o e s  to e i t h e r  
v o l u n t a r y  or i n v o l u n t a r y  d i s s o l u t i o n .  It a l s o  c o n t a i n s  so m e  v e r y  
i n n o v a t i v e ,  a n d  I t h i n k ,  u s e f u l  p r o v i s i o n s  t h a t  d e a l  w i t h  g i v i n g  
s h a r e h o l d e r s  v/ho a r e  b e i n g  o p p r e s s e d  or f r o z e n  o u t  of the r o l e  of 
m a n a g e m e n t  or i n c o m e  w h e r e  o t h e r  s h a r e h o l d e r s  a r e  b e i n g  a f f o r d e d  
s u c h  p r e r o g a t i v e e s  a r i g h t  in the f i n a l  a n a l y s i s  to 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  in o r d e r  t h a t  the g r i e v a n c e  w h i c h  w o u l d  
h a v e  to ri s e  to t h e  l e v e l  of a v e r y  s e r i o u s  g r i e v a n c e  to g e t  the 
a t t e n t i o n  of A l a s k a  c o u r t s .  Aga i n ,  t h e s e  a r e  n o t  n e w  ideas. 
T h e y  m i g h t  be t h e  f i n a l  d e c i s i o n  of the A l a s k a  S u p r e m e  C o u r t  if 
s o m e o n e  w e r e  to s p e n d  $ 1 0 0 , 0 0 0  l i t i g a t i n g  that. B u t  if y o u  e n a c t
t h i s  bill, all A l a s k a n s      u “-
gov< 
quc:
V/hi i 
h a v e
w i l l  be a v a i l a b l e  to  a n y  m e m b e r  of e i t h e r  b o d y  a n d  s t a f f  
m e m b e r s .  I a m  p r e p a r e d  n o w  to a n s w e r  any q u e s t i o n s  w h i c h  a n y  
m e m b e r s  of the c o m m i t t e e  m a y  h ave.

R O D E Y :  Mr. P e s t i n g e r .

P E S T I N G E R :  T h a n k  y o u ,  S e n a t o r  R o d e y .  P r o f e s s o r  F e s s l e r ,  
to m e  th i s  is a r e a l l y  e x c e l l e n t  a r t i c u l a t i o n  of t h e  r i g h t s  a n d  
d u t i e s  a n d  o b l i g a t i o n s  so t h a t  it  g i v e s  our l a r g e r  c o r p o r a t e  
p a r t i c i p a n t s  a c l e a r e r  u n d e r s t a n d i n g  of w h e r e  t h e y  stand, w h i c h  
is so e s s e n t i a l  to d o i n g  b u s i n e s s .  But w h a t  I a m  w o n d e r i n g  
a b o u t ,  though, i s  w h a t  b u r d e n  t h i s  a p p r o a c h  m a y  p l a c e  u p o n  the 
s m a l l e r  m o m  a n d  p o p  f a m i l y  c o r p o r a t i o n ,  To me, if I h a d  su c h  a 
b u s i n e s s  I c o u l d  n o t  e n g a g e  in c o r p o r a t e  l a w  c o m f o r t a b l y  w i t h o u t  
tne a s s i s t a n c e  of c o u n s e l .  Do y o u  t h i n k  t h a t  th i s  p a c k e t  
n e c e s s i t a t e s  t h e  a s s i s t a n c e  of  c o u n s e l  as a l m o s t  a m a n d a t e  n o w
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for a n y o n e  t h a t  d o e s  b u s i n e s s  in „he c o r p o r a t e  f o r m ?  In o t h e r  
w o r d s ,  I a m  w o n d e r i n g ,  I s e e  t h e  n e e d  for -this in C a l i f o r n i a  a n d  
N e w  y o r k ,  a n d  I see the n e e d  for t h i s  in A l a s k a  w i t h  t h a t  l e v e l  
of c o r p o r a t i o n s  t h a t  w e  d e a l  w i t h .  B u t  h o w  a b o u t  t h a t  o t h e r  
l e v e l  t h a t  a r e  j u s t  k i n d  of, t h e y  g e t  t h eir a r t i c l e s  p u n c h e d  o u t  
a n d  t h e y  a s k  t h e i r  l a w y e r  to h e l p  t h e m  w i t h  t h e  m i n u t e s ,  a n d  t h e y  
l o o k  a t  the S u p r e m e  C o u r t  t h a t  s a y s  t h a t  the o n l y  w a y  y o u  p i e r c e  
the c o r p o r a t e  v e i l  is w i t h  a n  i n d i c i a  of f r a u d .  S o  t h e y  aro­
u s i n g  a w h o l e  d i f f e r e n t  s t a n d a r d  of o p e r a t i o n .  I m e a n  t h i s  is 
r e a l l y  s u b s t a n t i a l .  Do y o u  t h i n k  it m i g h t  h a v e  a n e g a t i v e  e f f e c t  
on t h a t  s m a l l  f a m i l y  b u s i n e s s ?

F E S S L E R :  In t e r m s  of c o s t  of d o i n g  b u s i n e s s  in the
c o r p o r a t e  form, I t h i n k  it w i l l  h a v e  the o p p o s i t e  e f f e c t .  R i g h t  
now, m a n y  s m a l l  b u s i n e s s e s  p r o b a b l y  a r e  c o m i n g  i n t o  c o r p o r a t e  
e x i s t e n c e  w i t h o u t  t h e  a s s i s t a n c e  of c o u n s e l  a t  ali. P e o p l e  a r e  
g o i n g  out a n d  b u y i n g  l i t t l e  k i t s  for $49 . 9 5  t h a t  c o n t a i n  f o r m s  
t h a t  t h e y  fill in a n d  s e n d  to the sta t e .  T h e y  a r e  o b l i v i o u s  to 
the l e g i s l a t u r e ' s  r e q u i r e m e n t  t h a t  t h e y  fi l e  b i a n n u a l  r e p o r t s  to 
the l e g i s l a t u r e .  T h e y  a r e  n o t  d o i n g  so. T h e y  a r e  in d a n g e r  of 
h a v i n g  t h e i r  a r t i c l e s  a n d  t h e i r  c o r p o r a t e  s t a t u s  d i s s o l v e d  by the 
c o m m i s s i o n  b e c a u s e  t h e  l e g i s l a t u r e  h a s  p r e s c r i b e d  t h a t  a s  t h e  
p e n a l t y  for n o t  f i l i n g  r e p o r t s .  A n d  o n e  of the b a s i c  
d i f f i c u l t i e s  w i t h  t h i s  s i t u a t i o n  w i l l  a l w a y s  be p e o p l e  v/ho, to 
use y o u r  e x a m p l e ,  a t w o - p e r s o n  c o r p o r a t i o n ,  d e c i d e s  for o n e  
re a s o n  or a n o t h e r  t h a t  t h e y  s h o u l d  do b u s i n e s s  in t h e  c o r p o r a t e  
form, a n d  t h e n  h a v i n g  d o n e  t h a t  th e y  f o r g e t  a b o u t  it. T h e y  d o n ' t  
o b s e r v e  a n y  of t h e  f o r m a l i t i e s  of c o r p o r a t e  e x i s t e n c e .  T h e y  
d o n ' t  k e e p  s e p a r a t e  b o o k s  a n d  r e c o r d s .  T h e y  d o n ' t  s e g r e g a t e  
t h e i r  a s s e t s  f r o m  t h e  a s s e t s  of t h e i r  c o r p o r a t i o n .  A n d  t h e y  
d o n ' t  f i l e  r e p o r t s .  N o w  t h e y  w o u l d  b e  in t r o u b l e  u n d e r  e x i s t i n g  
A l a s k a  law, sir. T h e y  w i l l  b e  in t r o u b l e  u n d e r  t h i s  bill. In 
the s e n s e  t h a t  w h e n  the S t a t e  of A l a s k a  c o n f e r s  a c o r p o r a t e  
c h a r t e r  on s o m e o n e ,  w h e t h e r  or n o t  t h e y  h a v e  s e n t  ?•'9.95 o f f  to 
s o m e b o d y  w h o  a d v e r t i s e s  in e v e r y  a i r l i n e  m a g a z i n e ,  t h a t  y o u  d o n ' t  
n e e d  a l a w y e r  a n d  you, too, c a n  be a c o r p o r a t i o n  a n d  s o m e h o w  y o u  
w i l l  pay n o  i n c o m e  t a x  a n d  l i k e  me y o u  w i l l  t u r n  o u t  b e i n g  rich. 
T h e  o n l y  p e r s o n  t h a t ' s  p r o b a b l y  ever d o n e  t h a t  is t h e  i n d i v i d u a l  
w h o  w r o t e  t h a t  b ook, b e c a u s e  h e  is g e t t i n g  r i c h  b y  a l l  of the 
p e o p l e  w h o  w r i t e  in a n d  s e n d  t h e i r  $50. I t h i n k  t h i s  is the 
p r o b l e m  y o u ' l l  w a n t  to k e e p  in m i nd. W h a t  1 am s a y i n g  to all of 
y o u  is t h a t  t h i s  b i l l  is d e s i g n e d  in s u c h  a m a n n e r  that, a l t h o u g h  
it is a c o m p l i c a t e d  s u b j e c t  a n d  I w o u l d n ' t  s u g g e s t  a n y o n e  c o u l d  
w r i t e  a c o r p o r a t i o n  c o d e  t h a t  c o u l d  bo so o b v i o u s  t h a t  a n  
i n d i v i d u a l  c o u l d  m a k e  c a s u a l  r e f e r e n c e  to it a n d  n e v e r  n e e d  a n  
a t t o r n e y  so they c o u l d  g u i d e  t h e m s e l v e s  t h r o u g h  t h e  w o r l d  of 
m a i n t a i n i n g  a c o r p o r a t i o n ,  t h i s  b i l l  d o e s  o r g a n i s e  the law. It 
d o e s  r e s t a t e  t h e  law. It d o e s  h a v e  c o m m e n t s  w h i c h  a r e  d e s i g n e d  
to a s s i s t  p e o p l e  in u n d e r s t a n d i n g  t h e  law. M o t  o n e  of t h o s e  
f e a t u r e s  can be s a i d  a b o u t  c u r r e n t  A l a s k a  lav'. G o  t h e r e  w i l l  be 
a p r o b l e m  of p e o p l e  v/ho i n c o r p o r a t e  a n d  t h e r e a f t e r  r e g a r d  i t  as a
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l i t t l e  f l a g  of c o n v e n i e n c e  w h i c h  t h e y ' l l  f l y  so l o n g  as it's 
u s e f u l  a n d  w h i c h ,  on  t h e  d a y  th a t  it isn't, t h e y ' l l  j u s t  f o r g e t  
a b o u t  it. T h a t  w i l l  c o n t i n u e  to be a p r o b l e m  n o t  o n l y  in A l a s k a ,  
b u t  i n  C a l i f o r n i a .  It ' s  t r u e . in N e v a d a .  I t ' s  t r u e  i n  W y o m i n g
w h e r e  I w a s  r e a r e d .  I t ' s  a m a j o r  s o c i a l  p r o b l e m  w e  have. P e o p l e
v/ho i n c o r p o r a t e  w i t h  n o  i d e a  t h a t  t h e r e  a r e  r e s p o n s i b i l i t i e s  a s  
w e l l  as p r i v i l e g e s  for t a k i n g  on t h a t  s t a t u s .  Now, f o r t u n a t e l y ,  
t h e  f e d e r a l  t a x  lav? w h i c h  in y e a r s  g o n e  by  c a u s e d  p e o p l e  to 
b e l i e v e  t h a t  t h e y  c o u l d  p a y  l e s s  i n c o m e  t a x  b y  s o m e h o w  b e c o m i n g  a 
c o r p o r a t i o n ,  h a v e  b e c a u s e  of  m o v e m e n t s  u n d e r t a k e n  f i r s t  b y  t h e  
a d m i n i s t r a t i o n  of P r e s i d e n t  C a r t e r  a n d  n o w  of g r e a t e r  e m p h a s i s  
d u r i n g  the a d m i n i s t r a t i o n  of P r e s i d e n t  P.eagan. A s  y o u  know, t h e  
m a r g i n a l  i n c o m e  t a x  on i n d i v i d u a l  i n c o m e  h a s  n o w  b e e n  r e d u c e d  
f r o m  a m a x i m u m  of 705 n o w  to w h e r e  it is v e r y  c l o s e  to t h e  t o p
c o r p o r a t e ,  t h e r e  is o n l y  a two p e r c e n t  s p r e a d .  B u t  I s t i l l  f i n d
t h a t  m a n y  p e o p l e  b e l i e v e  t h a t  t h e y  a r e  g o i n g  to get s o m e  
t r e m e n d o u s  tax b e n e f i t  by b e c o m i n g  a c o r p o r a t i o n .  W h a t  t h e y  do, 
of c o u r s e ,  is e v e n t u a l l y  w i n d  u p  in a h e l l a c i o u s  t a x  audit. T h e y  
f i n d  a n d  the i n d i v i d u a l  w h o  w r o t e  the $49 b o o k  a n d  g a v e  y o u  the 
f o r m  n e v e r  a c c o m p a n i e s  y o u  to t h a t  a u d i t  b e c a u s e  h e  is l i v i n g  in 
B i m i n i .

R O D E Y :  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 :  I w a s  i n t e r e s t e d  in S e c t i o n  403 w h i c h  do e s
c r e a t e  a l i a b i l i t y  for the o f f i c e r s  of the c o r p o r a t i o n ,  a n d  I ' m  
n o t  u p  on  c o n t r a c t  l a w  a n d  o n e  of y o u r  n o t e s ,  in t e r m s  of a n y  
w r i t t e n  c o n t r a c t  t o  m o d i f y  or e l i m i n a t e  the l i a b i l i t y  c r e a t e d  by 
t h i s  s e c t i o n ,  w h a t  h a p p e n s  to ch a t  l i a b i l i t y ,  is it t r a n s f e r r e d  
or . . .

F E S S L E R :  L e t  m e  e x p l a i n  t o  a l l  of t h e  m e m b e r s .  S e c t i o n  
403, g e n t l e m e n ,  a p p e a r s  at p a g e  67 of t'ne d r a f t  in f r o n t  of  yo u .  
S e c t i o n  430 r e l a t e s  a l s o  to Rep. P e s t i n g e r ' s  q u e s t i o n .  O n e  of 
the r e a s o n s  t h a t  p e o p l e  i n c o r p o r a t e  is to a c h i e v e  f r o m  the S t a t e  
of A l a s k a  a p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y .  Now t h i s  
p r e s u m p t i o n  of l i m i t e d  l i a b i l i t y  m e a n s  t h a t  to a l l  i n d i v i d u a l s  
v/ho do b u s i n e s s  w i t h  t h e  e n t i t y  w h i c h  is i n c o r p o r a t e d ,  t h e y  a r e  
to l o o k  o n l y  to t h e  a s s e t s  w h i c h  the i n d i v i d u a l s  v/ho i n c o r p o r a t e d  
h a v e  l e f t  w i t h  t h e  c o r p o r a t i o n  to s a t i s f y  t h e i r  cla i m .  T h i s  is 
t r u e  w h e t h e r  t h o s e  i n d i v i d u a l s  h a v e  m a d e  c o n t r a c t u a l  
r e l a t i o n s h i p s  w i t h  the c o r p o r a t i o n  or w h e t h e r  t h e y  h a v e  e n t e r e d  
i n t o  a n  a c c i d e n t a l  i n j u r y  s i t u a t i o n ,  a tort. S e c t i o n  408 is 
c a l l e d  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 .  It w a s  
r e f l e c t e d  a f t e r  l e n g t h y  d i s c u s s i o n s  a m o n g  m e m b e r s  of the 
c o m m i s s i o n ,  a f e e l i n g  t h a t  for s m a l l  c r e d i t o r s  of c o r p o r a t i o n s ,  
e m p l o y e e s ,  t r a d e s m e n ,  m a t e r i a l m e n ,  s u p p l i e r s ,  i n d i v i d u a l s  w h o  
g e n e r a l l y  h a v e  a c r e d i t  r e l a t i o n s h i p  to  a c o r p o r a t i o n  w h i c h  is 
n o t  r e d u c e d  to w r i t i n g ,  t h a t  t h e s e  i n d i v i d u a l s  a r e  the y e a r  in 
a n d  y e a r  out, t h e s e  a r e  the i n d i v i d u a l s  v/ho p a y  the p r i s e  for 
c o r p o r a t e  e x i s t e n c e .  W h e n  c o r p o r a t i o n s  a r e  run so l o n g  as it is



c o n v e n i e n t  to t h e  i n d i v i d u a l s  v/ho f i n d  t h e y  a r e  t h e  o w n e r s  a n d  
t h e n  w h e n  t h e y  a r e  not, t h e y  are s i m p l y  a b a n d o n e d .  L a r g e  
i n s t i t u t i o n a l  l e nders, b a n k e r s ,  i n s u r a n c e  c o m p a n i e s ,  large 
c o n t r a c t i n g  c r e d i t o r s ,  w i l l  g e t  a l a w y e r  a n d  go out a n d  t h e y  w i l l  
q u o t e ,  a t t e m p t  to p i e r c e  the c o r p o r a t e  veil. A l a s k a ' s  c o m m o n  law 
o n  the c i r c u m s t a n c e s  in w h i c h  it w i l l  d i s r e g a r d  l i m i t e d  l i a b i l i t y  
is f o u n d  in o n l y  t h r e e  c a s e s  s i n c e  s t a t e h o o d .  T h o s e  c a s e s  do n o t  
h o l d  out' g r e a t  h o p e  t h a t  in t h e  a b s e n c e  of f r a u d  in a t r a n s a c t i o n  
t h a t  t h e  c o u r t  w o u l d  do. B u t  if y o u  h a v e  a c l a i m  for $1,000 in 
w a g e s  o w e d  to you, t h e r e  is r,io l a w y e r  w h o  is g o i n g  to be  a b l e  to 
s u c c e s s f u l l y  l a u n c h  t h a t  l a w s u i t .  If y o u  a r e  an i n d i v i d u a l  w h o  
s o l d  fi s h  to a r e s t a u r a n t  w h i c h  h a s  n o w  g o n e  out. of b u s i n e s s ,  arid 
t h e  o w n e r  h a s  m a r c h e d  o f f  l e a v i n g  y o u  u n p a i d  a n d  i t ' s  a $43,000 
a c c o u n t  r e c e i v a b l e ,  y o u  c a n n o t  g e t  a n y  m o d e r n  r e c o u r s e  at  all. 
S e c t i o n  488 for t h e  f i r s t  t i m e  to a v e r y  l i m i t e d  e x t e n t  s h i f t s  
t h a t  p r e s u m p t i o n .  It s a y s  t h a t  the office, s a r d  d i r e c t o r s  of a 
c o r p o r a t i o n  to the e x t e n t  t h a t  its a s s e t s  p r o v e  i n s u f f i c i e n t  to 
c o v e r  its l i a b i l i t i e s ,  h a v e  a l i a b i l i t y  to a c l a s s  of i n d i v i d u a l s  
w h o  a r e  d e f i n e d  as e m p l o y e e s  of t h e  c o r p o r a t i o n  as m a t e r i a l m e n ,  
t r a d e s m e n ,  e tc., p e o p l e  v/ho h a v e  e x t e n d e d  c r e d i t  on o p e n  a c c o u n t  
for u p  to $ 2 5 , 0 0 0  . N o w  t h i s  l i a b i l i t y ,  sir, is .not i n e v i t a b l e .  
T h e  s t a t u t e  c l e a r l y  c a y s  that: if I h a v e  a c o r p o r a t i o n  a n d  y o u  
h a v e  a f i s h i n g  f l e e t ,  a n d  y o u  a r e  s u p p l y i n g  it y  i n c o r p o r a t e d  
r e s t a u r a n t  w i t h  f r e s h  s a l m o n ,  t h a t  y o u  can be a p p r o a c h e d  by me  
s a y i n g  I w o u l d  l i k e  y o u  to a g r e e  in w r i t i n g  t h a t  in the e v e n t  
t h a t  t h i s  b u s i n e s s  f o l d s ,  my  r e s t a u r a n t ,  y o u  w o n ' t  l o o k  to m e  for 
t h e  l i a b i l i t y  w h i c h  e x i s t s  u n d e r  the law. It w o u l d  b e  a 
l i a b i l i t y  of u p  to $2 5 , 0 0 0 .  T h a t ' s  a l l  y o u  c o u l d  ev e r  r e c o v e r  
u n d e r  this. S o  for t h e  f i r s t  t i m e  t h e r e  w o u l d  be n n  i n c e n t i v e  in 
d e a l i n g  w i t h  t h e  s m a l l e s t  p e o p l e  in the m a r k e t p l a c e  w h o  a r e  the 
r e c u r r e n t  l i t t l e  m u l e s  on w h i c h  t h i s  b u s i n e s s  cf l i m i t e d  
l i a b i l i t y  i s  r i d d e n  out, y e a r  i n  a n d  y e a r  out, t h a t  t h e s e  p e o p l e  
w o u l d  h a v e  s o m e  r e l i e f  a n d  t h a t  t h e r e  w o u l d  be an i n c e n t i v e  to 
ta l k  a b o u t  t h i s  q u e s t i o n  of l i m i t e d  l i a b i l i t y .  A n d  th e n  if I can 
c o n v i n c e  y o u  t h a t  y o u  s h o u l d  g i v e  m e  a r e l a x a t i o n ,  a w a i v e r  of 
that, t h a t ' s  f ine. B u t  in the a b s e n c e  of a c o n t r a c t u a l  
m o d i f i c a t i o n ,  I w o u l d  h a v e  the r i g h t  to this.

K O P O N E N :  T h e  c o n t r a c t  th e n  is  b e t w e e n  the c r e d i t o r  a n d  
t h e  c o r p o r a t i o n ,  n o t  b e t w e e n  t h e  c o r p o r a t i o n  a n d  its d i r e c t o r s .

F E S S L E R :  T h a t ' s  a b s o l u t e l y  right. It's b e t w e e n  the
c o r p o r a t e  d e b t o r  a n d  its e m p l o y e e s ,  b e t w e e n  the c o r p o r a t e  d e b t o r  
a n d  i t s  m a t e r i a l m e n  or s u p p l i e r s .

K O P O N E N :  I t ' s  a v e r y  u s e f u l  s e c t i o n .  I k n o w  t h e r e  is a 
m a j o r  b u s i n e s s  p r o b l e m  i n  t h e  F a i r b a n k s  area, t h e s e  c o l l a p s i b l e  
c o r p o r a t i o n s .

F E S S L E R :  Mr. C h a i r m a n .
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C O W D E R Y : W o u l d  the e f f e c t  of this, w o u l d  i t  d i s c o u r a g e  
s a y  q u a l i f i e d  m a n a g e r s  f r o m  g e t t i n g  i n t o  t a k i n g  ov e r  a t r o u b l e  
c o r p o r a t i o n  th a t  w a s  h a v i n g  s o m e  p r o b l e m s ,  m a y b e  t h r o u g h  a la c k  
of e x p e r t i s e  in t h e  past, w o u l d  t h i s  d i s c o u r a g e  s o m e o n e  f r o m  
c o m i n g  in . . .

FESSLER:: W e l l ,  it w o u l d  c e r t a i n l y  g i v e  m e  pau s e .  M o w  
t h e r e  are t w o  t h i n g s  r e l e v a n t ,  sir, in t h e  b i l l .  First, if t h e  
c o r p o r a t i o n  is in a p r o c e s s  of d i s s o l u t i o n ,  o n e  of the w a y s  to 
a v o i d  d i s s o l u t i o n  u n d e r  the p r o v i s i o n s  of t h i s  b i l l  is for a 
c o u r t  to a p p o i n t  i n t e r i m  d i r e c t o r s  in o r d e r  to r e s o l v e  
d e a d l o c k s .  T h o s e  d i r e c t o r s  a r e  not s u b j e c t e d  to th i s  type of 
l i a b i l i t y .  So t h e  d i r e c t o r  v/ho is b r o u g h t  o n  b o a r d  to try a n d  
s t r a i g h t e n  t h i n g s  o u t  by c o u r t  o r d e r  is t h e  d i r e c t o r  v/ho is 
e x e m p t e d  by t h e  r e f e r e n c e  in t h e  b i l l  to o t h e r  t h a n  the d i r e c t o r s  
v/ho a r e  a p p o i n t e d  p u r s u a n t  to. M o w  t h a t  is o n e  p r o t e c t i o n .  
A n o t h e r  f a c tor, of c o u r s e ,  w o u l d  be t h a t  if a c o r p o r a t i o n  is in 
t r o u b l e ,  a n d  I a m  g o i n g  to s t e p  in a n d  a t t e m p t  to s a v e  it, one of 
t h e  t h i n g s  I ' d  w a n t  to do is be a w a r e  of S e c t i o n  488 a n d  go to 
t h e  c r e d i t o r s  a n d  say, I a m  w i l l i n g  to  c o m e  i n t o  t h i s  p i c t u r e  
o n l y  if y o u  a r e  w i l l i n g  to c o n t r a c t  to e x e m p t  m e  f r o m  a n y  
p e r s o n a l  l i a b i l i t y  t h a t  I w o u l d  incur. Yes, sir, it w o u l d  be 
s o m e t h i n g  t h a t  in t h e  h y p o t h e t i c a l  y o u  a d v a n c e  an  i n d i v i d u a l  
w o u l d  w a n t  to t a k e  i n t o  c o n s i d e r a t i o n .

RO D E Y :  if I m i g h t  i n t e r j e c t ,  t h a t  w o u l d  a p p l y  to
d i r e c t o r s  b u t  n o t  to e m p l o y e e s  of the c o r p o r a t i o n ?

F E S S L E R :  It h a s  no a p p l i c a t i o n  to e m p l o y e e s  a t  all. In 
fact, I s h o u l d  t e l l  y o u  t h a t  th i s  a p p e a r s  to b e  v e r y  novel, a n d  I 
w a n t  y o u  to u n d e r s t a n d  that it h a s  a g r e a t  q u a l i t y  of b e i n g  
n o v e l .  B u t  N e w  Y o r k  h a s  n e v e r  g i v e n  t o t a l  l i m i t e d  l i a b i l i t y  to 
a n y o n e .  A n d  if a n y b o d y  t r i e s  to c o m e  to y o u  a n d  say, my  God, if 
v/e a d o p t  t h i s  the w h e a l s  of c o m m e r c e  w i l l  g r i n d  to a halt., S i n c e  
18 4 3  w h e n  N e w  Y o r k  a d o p t e d  the f i r s t  g e n e r a l  i n c o r p o r a t i o n  
statutes, t h e  ten l a r g e s t  s h a r e h o l d e r s  in a H e w  Y o r k  c o r p o r a t i o n  
a r e  s u b j e c t e d  to l i a b i l i t y  in the e v e n t  the c o r p o r a t e  a s s e t s  
p r o v e  i n s u f f i c i e n t  to the c l a i m s  of all e m p l o y e e s .  N e w  Y o r k  h a s  
n e v e r  s t r i c k e n  t h a t  f r o m  the bo o k s ,  a n d  it lias n o t  p r e v e n t e d  the 
d e v e l o p m e n t  of t h e  E t a  he of N e w  Y o r k  a s  a c e n t e r  of c o m m e r c e .  
W h a t  v/e d i d  here, w a s  to say that in m a n y  A l a s k a n  c o r p o r a t i o n s  w o  
d i d n ' t  w a n t  to h a v e  t h e  l i a b i l i t y  on the ten l a r g e s t  s h a r e h o l d e r s  
b e c a u s e  t h a t  m i g h t  i n c l u d e  m a n y  v e r y  p a s s i v e  p e o p l e  v/ho r e a l l y  
h a v e  n o t h i n g  to d o  w i t h  t h e  w a y  in v/hich the b u s i n e s s  w a s  run. 
Go  p u t  the l i a b i l i t y  o n  the p e o p l e  w h o  a r e  b e i n g  paid, bhs 
o f f i c e r s ,  t h e  p r e s i d e n t ,  a n d  the s e c r e t a r y  a n d  the t r e a s u r e r .  
T h e y  a r e  t h e  d e f i n e d  o f f i c e r s  a n d  the d i r e c t o r s .  Th e y  a r e  n o t  
p a s s i v e ,  or they o u g h t n ' t  to be. 80 t h a t  is h o w  v e  w o u l d  d i f f e r  
f r o m  N e w  Y o r k  law. A n d  v/e h a v e  b r o a d e n e d  the e x p o s u r e ,  b e c a u s e  
in Hew Yo r k  the e x p o s u r e  is l i m i t e d  to c l a i m s  of e m p l o y e e s ,  a n d  
v/e b r o a d e n e d  it to i n c l u d e  the c l a i m s  of m a t e r i a l m e n  a n d
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s u p p l i e r s ,

C O W D E R Y :  In the p a s t  v/e h a v e  h a d  s o m e  of the N a t i v e
c o r p o r a t i o n s  v/ho h a v e  h a d  f i n a n c i a l  t r o u b l e s  a n d  h i r e d  two p e o p l e
to d i r e c t  t h e m  a n d  t u r n  it a r o u n d .  A n d  t h i s  is a n  a r e a  I w a s
w o n d e r i n g  a b o u t ,  if t h a t  w o u l d  b e  . . .

F E S S L E R :  I a p p r e c i a t e  the q u e s t i o n .  It is a n  i m p o r t a n t  
m a t t e r .  T h e  A F N  s u b c o m m i t t e e  h a s  l o o k e d  i n t o  t h i s  q u e s t i o n .  I 
t h i n k  t h a t  at  t h a t  level, or a t  t h e  l e v e l  of a n y  l a rge 
c o r p o r a t i o n  t h a t  is i n v o l v e d  in an a t t e m p t e d  tu r n  a r o u n d ,  t h a t  
t h e r e  w o u l d  be a w a r e n e s s  of the p r o v i s i o n s  of S e c t i o n  4 8 8  a n d
t h a t  t h e r e  w o u l d  be a p p r o p r i a t e  a d v i c e  
the s u b j e c t .  T h a t  w o u l d  be m y  hope.

f r o m  counseJ to de a l  w i t h

B R O W N :  Mr. C h a i r m a n ,  m a y  I s u g g e s t  

R O D E Y :  Mr. Brown.

B r o w n .  It ' s  n i c e  to k n o w  th a t  L a b o r
T h e  o n e  e x a m p l e  y o u  m i g h t  t h i n k  of 
. . t h e  e x a m p l e  m i g h t  be o n e  of the

B R O W N :  I a m  F r e d  
a n d  C o m m e r c e  [garbled] . . 
is w h a t  w o u l d  r e a l l y  h a p p e n
m o s t  p r o s p e r o u s ,  c u r r e n t l y  m o s t  p r o s p e r o u s  A l a s k a  c o r p o r a t i o n  is 
A l a s k a  I n t e r n a t i o n a l  Air. O r i g i n a l l y ,  t h a t  w a s  I n t e r i o r  A i r w a y s  
b a s e d  o u t  of F a i r b a n k s .  T h e y  e x p a n d e d  t o o  f a s t  for tin? b u i l d i n g
of t h e  p i p e l i n e ,  w h i c h  d i d n ' t  g e t  b u i l t  f a s t  e n o u g h  as m a n y
A l a s k a n s  r e m e m b e r .  W h a t  h a p p e n e d  th e n  wa s ,  a n d  t h i s  s o r t  of 
t h i n g  5 s r e a l l y  v/hat. h a p p e n s  w h e n  a c o r p o r a t i o n  g e t s  i n : o  t r o u b l e

t h a t ' s  w h y  I'm r a i s i n g  t h i s  a s  a n  e x a m p l e .
i n t o  r e o r g a n i s a t i o n  a n d  the
D u n c a n  M c C l a r e n ,  a l e g e n d  in 

i n d u s t r y ,  a g r o a t  m a n a g e r  a n d  a l e g e n d a r y  v o r k e r  
, S e c t i o n  408 to t a k e  c a r e  of t h a t  p r o b l e m .

m  m o s t  c a s e s ,  a n a  
W h a t  h a p p e n e d  t h e n  was th e y  w e n t  
c r e d i t o r s  a n d  s h a r e h o l d e r s  h i r e d  Hr. 
the C a n a d i a n  air 
[TAPE C H A N G E ]  .

T h i s  is ci p r o b l e m  
for i n d i v i d u a l s  w h o  

pay

R O D E Y :  T h a n k  you, Mr, Brown,
c u r r e n t l y  in A l a s k a .  It is p o s s i b l e  
i n c o r p o r a t e  to  r u n  u p  a l l  s o r t s  of b i l l s ,  n o t  p a y  its c r e d i t o r s ,  
a n d  th e n  j u s t  m o v e  a w a y  f r o m  t h a t  c o r p o r a t i o n ,  w i l l  e v e n t u a l l y  be 
r e s o l v e d  by the st a t e ,  s e t  up 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  b i l k  a 
l o t  of s m a l l  t r a d e s m e n  w n o  w o r k  for the c o r p o r a t i o n ,  c r e d i t o r s ,  
v/hat h a v e  you, m o v e  on. Y o u  c a n  do it in s e r i a l  f a s h i o n .  It: is 
c u r r e n t l y  b e i n g  a b u s e d  p r e s e n t l y  in  the s t a t e .  Mr. A b b o t t  h a s  
ke p t  an e y e  on  this, h a s  h a d  a p r a c t i c e  in t h a t  a r e a  of the l a w  
for 15 y e a r s .  B u t  it is c u r r e n t l y  a p r o b l e m .  T h e r e  a r e  a l o t  of 
h o n e s t  A l a s k a n s  v/ho l o s e  m o n e y  b e c a u s e  of t h i s  p r o b l e m .

F E S B L E R :  A n d  I t h i n k  the p r o b l e m  is  a l s o  t h a t  it h a s  a 
b r o a d e r  r a m i f i c a t i o n .  To the e x t e n t  t h a t  c i t i a e n s  g e t  the 
i m p r e s s i o n  t h a t  t h e r e  are t r i c k s  o u t  t h e r e  for p e o p l e  ’./ho a r e  in 
w i t h  l a w y e r s ,  if y o u  w ill. It d e m e a n s  my p r o f e s s i o n  of w h i c h  I 
a m  v e r y  p r o u d .  W e  w o r e  n e v e r  the s o u r c e  of t h i s  v a l u e  j u d g m e n t ,
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t h a t  p e o p l e  c o u l d  p u l l  th i s  ty p e  of thing, 
t h a t  p e o p l e  b e l i e v e  thai 
b a d  t h i n g s  a n d  g e t  a w a y  
h a v e  n o  a c c o u n t a b i l i t y .
w h i c h  n o n e  of us h a v e  an  i n t e r e s t  in 
m i n d s  of c i t i z e n s .  B e c a u s e  the m i n u t e  
l i k e  this, the c l o u d  f a l l s  o v e r  all law. 
t h e  m o s t  i m p o r t a n t  v a l u e  j u d g m e n t  a b o u t  
d o n e  g r o a t  t h i n g s  for us. B u t  the 
c o r p o r a t i o n ,  a n d  the o n l y  p e r s o n  t h a t  
t h a t  r o l e  real w e l 1 in h i s t o r y ,  w a s  L o u i s  
t r e m e n d o u s  p r i c e  w a n  p a i d  for t h a t  n o t ion.

B u t  to  the e x t e n t  
if y o u  q u o t e ,  k n o w  t h e  law, y o u  c a n  do 

v i t h  it. Y o u  can do h u r t f u l  t h i n g s  a n d  
It c r e a t e s  a n  i m p r e s s i o n  of the l a w

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

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

p r o b a b l y  h a s

T h e y  h a v e  
o n e - p e r s o n  
p u l l e d  off

t h e  F o u r t e e n t h  a n d  a

U E H L I N G :  If v;e c a n  k i n d  of go b a c k  to the s e c t i o n
r e g a r d i n g  t h e  f o r e i g n  c o r p o r a t i o n s ,  m a y b e  y o u  c o u l d  e x p l a i n  v/hat 
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  t o o k  as  far as a n  a p p r o a c h  as 
a c o m p a r i s o n  of w h a t  o c c u r r e d  in C a l i f o r n i a  r e g a r d i n g  the f o r e i g n  
c o r p o r a t i o n  s i t u a t i o n  there.

F E S 3 L E R :  B e c a u s e  C a l i f o r n i a  h a s  t h i s  b a s i c  s o c i a l
p r o b l e m  t h a t  in o r d e r  to  e v a d e  t h e  r e s t r i c t i o n s  on l o n g - t e r m  
d i r e c t o r  t e r m s  or in o r d e r  to h a v e  a b o a r d  c l a s s i f y  itself, m o s t  
i m p o r t a n t  C a l i f o r n i a  b u s i n e s s ,  m o s t  c o r p o r a t e  b u s i n e s s  a t  the 
m o m e n t  in m y  state, is f o r e i g n  i n c o r p o r a t e d .  R u n s  to  a d i f f e r e n t

a n d  c o m e s  
v/e a r e  now

b a c k  h o m e  a n d  s a y s  w e ' v e  b e e n  
f o r e i g n  c o r p o r a t i o n , v/e' r e

g o n e  2 0  

D e l a w a r e

h a d  for m a n y  
t h e  b a n k i n g  
T h a t  w e  v. ore

jurisdioti' n 
m i n u t e s ,  a n d
c o r p o r a t i o n .  T h e  b a s i c  s o c i a l  p r o b l e m  v/e h a d  in C a l i f o r n i a  w h e n  
v/e a p p r o a c h e d  t h e  r e v i s i o n  of the l e g i s l a t i o n  w a s  t o  say, w e ll, 
w i l l  v/e g i v e  up  t h e s e  v a l u e  j u d g m e n t s  which, w e ' v e
y e a r s .  A n d  the bar a s s o c i a t i o n ,  fra n k l y ,  a n d
i n d u s t r y  t h o u g h t  t h a t ' s  v/hat w a s  g o i n g  to h a p p e n ,  
g o i n g  to g e t  a c o r p o r a t i o n  l a w  t h a t  l o o k e d  m o r e  l i k e  t h a t  of 
o t h e r  s t a t e s .  W h a t  t h e  l e g i s l a t u r e  did, i n t e r e s t i n g l y  e n o u g h ,  
a n d  I t h i n k  it r e m a i n s  t o  b e  s e e n  b e c a u s e  i t ' s  c o s t i n g  us a l o t  
o f  m o n e y  in  l i t i g a t i o n  in f r o n t  of t h e  f e d e r a l  s u p r e m e  court, w a s
to say, no, if a c o r p o r a t i o n  h a s  a c e r t a i n  p e r c e n t a g e  of its
e m p l o y e e s  in C a l i f o r n i a ,  d o e s  a c e r t a i n  v o l u m e  of b u s i n e s s  in 
C a l i f o r n i a ,  h a s  a c e r t a i n  a m o u n t  of i t s  o w n e r s h i p  o w n e d  by 
shareholder?, in C a l i f o r n i a ,  t h e n  e v e n  t h o u g h  it p u r p o r t s  to be  a n  
A l a s k a  c o r p o r a t i o n  or a D e l a w a r e  c o r p o r a t i o n ,  v/e're g o i n g  to  say 
t h a t  i t ' s  m e r e l y  a p s e u d o  f o r e i g n  c o r p o r a t i o n ,  a n d  w e ' r e  g o i n g  to 
a p p l y  C a l i f o r n i a ' s  l a w s  to it. N o w  the J\r.d e n -jlayfal a  l i t i g a t i o n  
is p e n d i n g  in the C a l i f o r n i a  S u p r e m e  C o u r t  w h e r e  it h a s  b e e n  o n  
h o l d  for n e a r l y  t h r e e  ye a r s .  D e l a w a r e ' s  c o u r t s  h a v e  a l r e a d y  
l i t i g a t e d  thy A tile n r i/.d yjf ilix c a s e  a n d  co m e  to t h e  c o n c l u s i o n  t h a t  
C a l i f o r n i a  w a s  a t t e m p t i n g  to d e n y  f u l l  f a i t h  a n d  c r e d i t  to the 
p u b l i c  a c t s  of a s i s t e r  state. U l t i m a t e l y ,  t h e  f e d e r a l  s u p r e m e  
c o u r t  w i l l  h a v e  to d e c i d e  w h e t h e r  C a l i f o r n i a’s n o t i o n  of p s e u d o  
f o r e i g n  c o r p o r a t i o n s  is an id e a  w h o s e  t i m e  h a s  come. T h e  
j u d g m e n t  of the c o m m i s s i o n  w a s  th a t  t h e r e  are no p s e u d o  f o r e i g n  
c o r p o r a t i o n  c o n c e p t s  in th i s  bill. I n s t e a d ,  w e  i n c r e a s e d  the
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r e p o r t i n g  o b l i g a t i o n s  on f o r e i g n  c o r p o r a t i o n s  to k e e p  us i n f o r m e d  
of the n a t u r e  of t h e i r  a c t i v i t i e s .  W e  g r e a t l y  i n c r e a s e d  the 
c i r c u m s t a n c e s  u n d e r  v.'hich i t ' s  c l e a r  th a t  t h e y  m u s t  seek a 
c e r t i f i c a t e  to do b u s i n e s s  in the* S t a t e  of A l a s k a .  B u t  w e  h a v e  
n o t  a t t e m p t e d  to i n t e r f e r e  w i t h  t h e i r  i n t e r n a l  c o n t r o l  a n d  
m a n a g e m e n t  s u c h  a s  C a l i f o r n i a  h a s  done, b e c a u s e  v/e h a v e n ' t  d o n e  
it to our o w n  p e o p l e .  W e  h a v e n ' t  s a i d  y o u  h a v e  to h a v e  a b o a r d  
w i t h  o n e - y e a r  te r m s ,  t h a t  y o u  c a n ' t  c l a s s i f y  t h e  b o a r d ,  t h a t  y o u  
h a v e  to h a v e  c u m u l a t i v e  v o t i n g .  Our d e f a u l t  m o d e  if y o u  d o n ' t  
s a y  is, y o u  do h a v e  o n e - y e a r  terms, if y o u  do h a v e  c u m u l a t i v e  
v o t i n g  a n d  y o u  d o n ' t  h a v e  b o a r d  c l a s s i f i c a t i o n .  B u t  v/e d i d n ' t  
f e e l  t h a t  it w a s  n e c e s s a r y  to g e t  i n v o l v e d  in t h a t  p o s i t i o n .  B u t  
l a t e r  o n  in v/hat m a y  be f i v e  or six y e a r s  as  y o u  see the o u t c o m e  
of the A y d s n - M a y f a ir m a t t e r ,  a n d  t h e n  if y o u  d e c i d e  y o u  w a n t  to 
a d o p t  c e r t a i n  s i m i l a r  rules, t h a t  w o u l d  be a n  a p p r o p r i a t e  t i m e  to 
do that. B u t  t h e r e  i s  n o t h i n g  h e r e  n o w  t h a t  c o n t a i n s  that.

B R O W N :  A t  l e a s t  s o m e  of the m e m b e r s  of t h e  c o m m i s s i o n  
t h i n k  t h e  D e l a w a r e  v i e w  is g o i n g  to p r e v a i l  in the s t a t e  s u p r e m e  
c ourt, a n d  t h a t ' s  o n e  of the r e a s o n s  w h y  the p r o v i s i o n  is w r i t t e n  
t h a t  wa y .

R O D E Y :  T h a n k  you, Mr. Brown.

U E H L I N G :  T h i s  is a f o l l o w  u p  q u e s t i o n .  A n d  in j u s t
s o r t  of r e a d i n g  t h r o u g h  t h i s  I g o t  t h e  f e e l i n g  w h a t  w o u l d  be t h e  
s i t u a t i o n  l i k e  if y o u  to o k  a s t a t e  l i k e  D e l a w a r e  w h e r e  v/e h a d  a 
s i t u a t i o n  w h e r e  c o m p a n i e s  a r e  g o i n g  to i n c o r p o r a t e  tiher b e c a u s e  
i t ' s  a v e r y  p r o - m a n a g e m e n t  k i n d  of s i t u a t i o n ,  w h e r e  i n  C a l i f o r n i a  
i t ' s  v e r y  p r o - s h a r e h o l d e r ,  the s h a r e h o l d e r  is a c o m p l e t e l y  
d i f f e r e n t  s i t u a t i o n ,  h o w  d o e s  A l a s k a  r a t e  on t h a t  s p e c t r u m ?  
W o u l d  t h e y  bo  c o n s i d e r e d  a v e r y  p r o - m a n a g e m e n t  s i t u a t i o n ?

F E S S L E R :  No. T h e  d e f a u l t  p r o v i s i o n s ,  e v e r  s i n c e  I
l e a r n e d  to u s e  t h e  p e r s o n a l  c o m p u t e r ,  I've p i c k e d  u p  the j a r g o n ,
e x c u s e  me. T h e  p r o v i s i o n s  t h a t  a r e  i n  p l a c e  if y o u  d o n ' t  say
o t h e r w i s e  of the A l a s k a  s t a t u t e  today, b e c a u s e  it's a v e r s i o n  of 
t h e  e a r l y  ' 5 0 ' s m o d e l  act w o u l d  t o d a y  be c a l l e d  a pro-sharoho.lder 
j u r i s d i c t i o n .  A n d  t h e  p r o v i s i o n s  v'hich w o u l d  l o c k  i n t o  p l a c e  in 
t he a b s e n c e  of a g r e e m e n t  t h a t  t h e y  be o t h e r w i s e  u n d e r  t h i s  b i l l  
a r e  a l s o  pro-.shareholder p r o v i s i o n s .  B u t  so t h a t  A l a s k a  w o u l d  in 
the d e f a u l t  m o d e  l i n e  up l o o k i n g  v e r y  m u c h  m o r e  l i k e  C a l i f o r n i a  
than D e l a w a r e .  B u t  i t  w o u l d  be p o s s i b l e  f o r  p e o p l e  to m a k e  an  
i n t e l l i g e n t  a n d  i n f o r m e d  d e c i s i o n  to f o r m  a v e r y ,  v a r y  m a n a g e m e n t  
o r i e n t e d ,  r e d u c e d  r o l e  fc s h a r e h o l d e r  c o r p o r a t i o n ,  n o t  g o i n g  as  
far as  D e l a w a r e  h a s  gone. For i n s t a n c e ,  a g o o d  e x a m p l e  in 
D e l a w a r e ,  i t  is p o s s i b l e  that the b o a r d  of d i r e c t o r s  w o u l d  h a v e  
the e x c l u s i v e  p o w e r  to a m e n d  the a r t i c l e s  a n d  b y l a w s ,  arid the 
s h a r e h o l d e r s  c o u l d  b e  o u s t e d  f r o m  a n y  r o l e  a t  all. T h a t  w o u l d  
n o t  be poss.ib.le in A l a s k a .  It i s n ' t  p o s s i b l e  u n d e r  c u r r e n t  l a w  
w i t h  r e g a r d  to t h e  a r t i c l e s .  It w o u l d  n o t  bo p o s s i b l e  w i t h
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r e g a r d  to the b y l a w s  s h o u l d  the l e g i s l a t u r e  e n a c t  t h i s  bill. So 
it c o n t i n u e s  to l e a v e  A l a s k a  l a w  w i t h  m o s t  o t h e r  w e s t e r n  
j u r i s d i c t i o n s  as h a v i n g  a p r o - s h a r e h o l d e r  b i a s ,  b u t  n o t  g o i n g  
n e a r l y  as  far as C a l i f o r n i a .

R O D E Y :  A r e  t h e r e  o t h e r  q u e s t i o n s  f r o m  m e m b e r s  -of the 
c o m m i t t e e ?  If t h e r e  a r e  . . .

F E S S L E R :  I ' l l  r e m a i n  in t h e  room, Mr. C h a i r m a n ,  in case
a n y o n e  d o e s  h a v e  a n y  q u e s t i o n s  for me, b u t  t h e r e  are o ther
w i t n e s s e s  d e s i r i n g  to a p p e a r .

R O D E Y :  T h e  n e x t  w i t n e s s  is W i l l i s  K i r k p a t r i c k ,  the
d i r e c t o r  of t h e  d i v i s i o n  of b a n k i n g  a n d  s e c u r i t i e s .

K I R K P A T R I C K :  Mr. C h a i r m a n  a n d  c o m m i t t e e  m e m b e r s .  My 
n a m e  is W i l l i s  K i r k p a t r i c k .  I a m  d i r e c t o r  of b a n k i n g  a n d
s e c u r i t i e s  for t h e  S t a t e  of A l a s k a .  I ' d  f i r s t  l i k e  to say t h a t  w e  
h a v e  a p p r e c i a t e d  t h e  o p p o r t u n i t y  to j o i n  w i t h  t h e  c o m m i s s i o n  as a 
p a r t i c i p a n t  in d i s c u s s i o n  in t h e i r  w o r k .  I b e l i e v e  t h a t  any )£ 

the c o n c e r n s  the s t a t e  h a s  h a d  as far a s  t h e  a d m i n i s t r a t i o  of 
t h i s  n e w  code, t h e  c o m m i s s i o n  h a s  k n o w n  u p  f r o n t  a s  to v/hat the 
p r o b l e m s  w e ' v e  had. O n e  of t h e  t h i n g s  I'd l i k e  to p o i n t  out is 
t h a t  w h a t  I a m  e x c i t e d  a b o u t  in t h e i r  w o r k  is t h a t  in a p r e s e n t  
s i t u a t i o n  w h e r e  w e  h a v e  an  o l d  O r e g o n  law, in a s i t u a t i o n  v/here 
v/e h a v e  v e r y  l i t t l e ,  if any, s t a t e  c o m m o n  l a w  c o u r t  c a s e s  the 
a d m i n i s t r a t i o n  of the p r o v i s i o n s  of t h e  A l a s k a  B u s i n e s s  
C o r p o r a t i o n s  C o d e  as it s t a n d s  t o d a y  is s o m e w h a t  s u s p e c t  in se m e  
of its l e g i s l a t i v e  i n t e n t . A n d  to d e t e r m i n e  legis.lative intent, 
w o  go b a c k  to O r e g o n  law, we  g o  ba c k  to O r e g o n  c a s e s ,  v/e go b a c k  
to the s p a r s e  o f f i c i a l  c o m m e n t s  u n d e r  t h e  m o d e l  c o de. W i t h  the 
p a s s a g e  of t h i s  b i l l ,  I t h i n k  t h a t  our w o r k  a s  f a r  as w o r k i n g  
w i t h  the c o r p o r a t i o n s  in m a i n t a i n i n g  t h e i r  f i l e s  is g o i n g  to be a 
w h o l e  l o t  e a s i e r  b e c a u s e  of the o f f i c i a l  c o m m e n t s  alone. 
E v e r y t h i n g  h a s  b e e n  a d d r e s s e d .  I w o u l d  s u g g e s t  t h a t  in 
c o n s i d e r i n g  t h e  p a s s a g e  of t h i s  bill, t h a t  t h e y  m a k e  p a r t  of the 
r e c o r d  the o f f i c i a l  c o m m e n t s  as to the n e w  .'lav/. T h e r e  in o n l y  
o n e  p a r t i c u l a r  a r e a  t h a t  I h a v e  a p r o b l e m  w i t h ,  a n d  that is in 
S e c t i o n  733 on p a g e  127, in t h e  f i l i n g  of f o r e i g n  c o r p o r a t i o n s  to 
do b u s i n e s s  in t h e  S t a t e  of A l a s k a .  On  l i n e  7, b e g i n n i n g  o n  l i n e  
7, it r e q u i r e s  t h a t  t o g e t h e r  w i t h  a c e r t i f i e d  c o p y  of its 
a r t i c l e s  of i n c o r p o r a t i o n  all a m e n d m e n t s  to the a r t i c l e s  . . .  In 
o t h e r  w o r d s ,  v/hat t h e y  are s a y i n g  h e r e  is t h a t  o n e  of the 
p r o v i s i o n s  for a f o r e i g n  c o r p o r a t i o n  to q u a l i f y  to do b u s i n e s s  in 
the S t a t e  of A l a s k a ,  is th a t  i t  w o u l d  h a v e  to f i l e  its a r t i c l e s  
w i t h  t h e  s t a t e  a n d  a n y  a m e n d m e n t s  to t h o s e  a r t i c l e s .  In a 
h e a r i n g  l a s t  s e s s i o n ,  w e  b r o u g h t  t h i s  up a n d  I b e l i e v e ,  y o u ' d  
h a v e  to c h e c k  w i t h  the co d e  r e v i s i o n  c o m m i s s i o n  on this, but I 
b e l i e v e  it w a s  a g r e e d  u p o n  t h a t  t h e y  w o u l d  r e c o n s i d e r  t h a t  
r e q u i r e m e n t  to f i l e  a r t i c l e s .  At  the p r e s e n t  t i m e  a r t i c l e s  of 
f o r e i g n  c o r p o r a t i o n s  a r e  n o t  f i l e d  w i t h  the s t a t e .  W e  f i n d  t h a t
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s o m e  of our s i s t e r  stat e s ,  t h o s e  th a t  do h a v e  th i s  p r o v i s i o n ,  a r e  
l o o k i n g  at  d r o p p i n g  them, I t h i n k  the l a s t  o n e  w e ' v e  h e a r d  f r o m  
is T e x a s ,  M o w  I d o n ' t  b e l i e v e  that it is g o i n g  to c r e a t e  any 
h a r d s h i p  to  a n y b o d y  in the S t a t e  of A l a s k a  th a t  w i s h e s  to f i n d  
o u t  t h e  s u b s t a n c e  of the a r t i c l e s  of a f o r e i g n  c o r p o r a t i o n .  
F i r s t  of all, if t h e y  cire l o o k i n g  for the o f f i c e r s  a n d  d i r e c t o r s  
of t h e  f o r e i g n  c o r p o r a t i o n ,  w e  can l o o k  a t  t h e  a p p l i c a t i o n  th e y  
f i l e  w i t h  us g i v i n g  us t h a t  p a r t i c u l a r  i n f o r m a t i o n .  If t h e y  do 
v/ant a c o p y  of the a r t i c l e s  of i n c o r p o r a t i o n  or the a m e n d m e n t s  to 
the a r t i c l e s  of i n c o r p o r a t i o n  of a f o r e i g n  c o r p o r a t i o n ,  t h e  p l a c e  
t h a t  w o u l d  h a v e  the m o s t  c u r r e n t  f i l i n g  w o u l d  b e  the s t a t e  of 
d o m i c i l e  so t h a t  t h e y  a r e  a v a i l a b l e .  W e  v/ould b e  m o r e  t h a n  h a p p y  
to a s s i s t  a n y b o d y  t h a t  w a n t e d  th a t  to f i n d  o u t  the p r o p e r  
p r o c e d u r e s  t o  o b t a i n  t h o s e  r e c o r d s .  W i t h  m y  u n d e r s t a n d i n g  t h a t  
t h i s  p r o v i s i o n ,  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  h a d  no 
p a r t i c u l a r  p r o b l e m  w i t h  t h a t  b e i n g  d r o p p e d ,  the f i s c a l  n o t e  t h a t  
I p r e p a r e d  w a s  z e r o e d  out. If th i s  p r o v i s i o n  s t a y s  in, I a m  
g o i n g  to a s k  for a r e v i s i o n  of the f i s c a l  n o t e  b e c a u s e  o n e  of the 
p r o b l e m s  w e  h a v e  n o w  is j u s t  f i l e  m a i n t e n a n c e .  T h e  b i g g e s t
p r o b l e m  in f i l e  m a i n t e n a n c e  is a m e n d m e n t s  to a r t i c l e s .  W e  
r e c e i v e  a g r e a t  n u m b e r  of a m e n d m e n t s  to a r t i c l e s  e v e r y  day, a n d  
o n e  of t h e  t h i n g s  v/e h a v e  to do is t h a t  w e  j u s t  d o n ' t  f i l e  t h e  
a m e n d m e n t s .  A  l o t  of t i m e s  v/e h a v e  to l o o k  b a c k  t h r o u g h  the
f i l e s  to sec* v/hat the p r i o r  a r t i c l e s  c o n t a i n  to s e e  a m e n d m e n t s
a r e  c o n s i s t e n t .  If n o t h i n g  m o r e  t h a n  a r t i c l e  order. T h a t  is the 
o n l y  c o m m e n t  t h a t  I h a v e  as far as a n y  c h a n g e s  arc c o n c e r n e d ,  a n d  
I a m  s o r r y  I d o n ' t  h a v e  a n  a m e n d m e n t  p r e p a r e d ,  but I v/ould be 
m o s t  h a p p y  to. I v/ould r e p ? a c e  t h a t  v/ord w i t h  a c e r t i f i c a t e  of 
c o m p l i a n c e  e x e c u t e d  by  the o f f i c e r  of d o m i c i l e ,  or the o f f i c i a l  
of d o m i c i l e .  I a m  o p e n  to a n y  q u e s t i o n s .

R O D E Y : If I m i g h t  ask e i t h e r  C h a i r m a n  A b b o t t  or
P r o f e s s o r  F e s s l e r  to r e s p o n d .

A B B O T T : Yes, Mr. C h a i r m a n .  W e  h a d  p r e v i o u s l y  a g r e e d
w i t h  Mr. K i r k p a t r i c k  t h a t  v/e w o u l d  m a k e  t h a t  c h a n g e .
U n f o r t u n a t e l y ,  c o n s i d e r a t i o n  of t h i s  m a t t e r  c a m e  u p  a f t e r  the 
b i l l  w a s  p r i n t e d .  S o  it is t h e  p o s i t i o n  of the c o m m i s s i o n  t h a t  
t h i s  r e q u i r e m e n t  s h o u l d  be  d e l e t e d  w h e n  it w a s  b r o u g h t  to our 
a t t e n t i o n  t h a t  it v/ould s e r v e  n o  u s e f u l  p u r p o s e  a n d  v/ould i m p o s e  
a n  a d d i t i o n a l  f i s c a l  b u r d e n  on the c o m m i s s i o n e r  of c o m m e r c e ,  v/e 
a r e  in c o m p l e t e  a g r e e m e n t  t h a t  the p r o v i s i o n  s h o u l d  b e  d e l e t e d ,  
a n d  t h e r e  s h o u l d  "be n o  r e q u i r e m e n t  to f i l e  f o r e i g n  a r t i c l e s  or 
a m e n d m e n t s .

R O D E Y :  T h a n k  you, C h a i r m a n  A b b o t t .  Mr. B r o w n .

B R O W W :  On  b e h a l f  of the c o m m i s s i o n ,  I a m  s u r e  t h e y
w o u l d  a g r e e ,  it w o u l d  be v e r y  n i c e  if P r o f e s s o r  F e s s l e r  v/are 
i n v o l v e d  in s t r u c t u r i n g  the a m e n d m e n t  t h a t  the c o m m i t t e e  m i g h t  be 
i n t e r e s t e d  . . .
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R O D E Y :  T h a t ' s  a v e r y  g o o d  s u g g e s t i o n ,  Mr. Brown,
P r o f e s s o r ,  v/ould i t  b e  p o s s i b l e  for y o u  to p r e p a r e  th a t  
a m e n d m e n t ?

F E S S L E R :  C e r t a i n l y .

R O D E Y :  Mr. K i r k p a t r i c k ,  c o n t i n u e .

K I R K P A T R I C K :  O n e  e t h e r  i t e m  t h a t  m y  n o t e s  shew. On 
p a g e  138 a n d  139, on l i n e  28 of p a g e  138 it r e f e r s  to the 
m i s d e m e a n o r ,  a n d  m y  s t a f f  s a y s  t h a t  it  s h o u l d  be e i t h e r  a r a t e d  
m i s d e m e a n o r  A  or B to be c o n s i s t e n t  w i t h  T i t l e  9. A n d  t h e  sa m e  
w i t h  l i n e  9 on p a g e  139. T h a t  a l s o  r e l a t e s  to a m i s d e m e a n o r .

R O D E Y :  If I m i g h t  a d d r e s s  C h a i r m a n  A b b o t t  or P r o f e s s o r  
F e s s l e r ,  a r e  w e  in  t h a t  c a s e  t a l k i n g  a b o u t  a C l a s s  A 
m i s d e m e a n o r ?

A B B O T T :  T h a t ' s  our u n d e r s t a n d i n g ,  Mr. C h a i r m a n .  Yes.

R O D E Y ; if a g a i n  I c o u l d  r e q u e s t  you, P r o f e s s o r  F e s s l e r ,  
to p r e p a r e  t h e  a p p r o p r i a t e  a m e n d m e n t  b a s e d  on c u r r e n t  A l a s k a  
c r i m i n a l  law.

F E S S L E R :  T h e  q u e s t i o n  h a s  b e e n  ask e d ,  h a s  b e e n
p r e p a r e d ,  i s  o n e  of t h e  a m e n d m e n t s  that. C h a i r m a n  A b b o t t  w a s  
r e f e r r i n g  to is b e i n g  t r a n s m i t t e d  . . .

R O D E Y :  T h a n k s ,  P r o f e s s o r .  O b v i o u s l y  w e  c a n ' t  t a k e  a n y
o f f i c i a l  a c t i o n  h e r e .  If t h e r e  a r e  a n y  q u e s t i o n s ,  w e ' l l  h a v e  
t h i s  p r e p a r e d  a n d  d e l i v e r e d  to c o m m i t t e e s  o n  b o t h  s i d e s  for t h e i r  
c o n s i d e r a t i o n  a n d  L e n a t o r  M u l c a h y  a n d  m y s e l f  w i l l  e x p l a i n  it on 
o ur s i d e  a n d  . . .

C O W D E R Y :  C o u l d  I, I w a s  w o n d e r i n g  v/hat f i n a n c i a l  b u r d e n  
v/ould t h is, if v/e a d o p t  t h i s  t o  the e x i s t i n g  c o r p o r a t i o n  for the 
state, w o u l d  it be to c o n f o r m ,  is t h e r e  a n y  g r a n d f a t h e r i n g  
s i t u a t i o n s  . . .

K I R K P A T R I C K :  If I u n d e r s t a n d  y o u r  q u e s t i o n ,  Mr.
C h a i r m a n ,  as  to  v/hat t h i s  in g o i n g  t o  do to e x i s t i n g
c o r p o r a t i o n s .  I t h i n k  the l a s t  two s e c t i o n s  of t h e  b i l l  p r e t t y  
w e l l  c o v e r  a t i m e l y  t r a n s f e r  of the act, a n d  I t h i n k  v/e a r e  gong 
to h a v e  s o m e  p r o b l e m s  j u s t  as far as e d u c a t i n g  t h e  c o r p o r a t i o n s
in r i t c h i n g  t h e m  o v er. I don't: s e e  t h a t  a l a s t i n g  p r o b l e m .  I
don', see it a., m u c h  m o r e  of a p r o b l e m  t h a n  w e  h a v e  now v/ith the 
n e w  c o r p o r a t i o n  t h a t  is c o m i n g  on bo a r d .  I d o n ' t  t h i n k  t h ere
w i l l  bo an f i n a n c i a l ,  I t h i n k  the p r o b l e m  is g o i n g  to  be
b a s i c a l l y  on t h e  s t a t e ' s  si d e  a s  far as  g e t t i n g  t h e  i n f o r m a t i o n  
o u t  a n d  g e t t i n g  t h e  t r a n s i t i o n  g o i n g .  I d o n ' t  e n v i s i o n  any
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e c o n o m i c  p r o b l e m  o n  the c o r p o r a t i o n .  I am v/onderincj a b o u t  
c o r r e s p o n d e n c e  f ees, b u t  . . .  I d o n ' t  s e e  i t  as a m a j o r  
p r o b l e m .

RO D E Y :  I j u s t  m i g h t  a d d  t h a t  t h e  p r o p o s e d  draft w a s
w r i t t e n  to r e d u c e  l e g a l  f e e s  by p u t t i n g  a g r e a t  e l e m e n t  of 
c e r t a i n t y  in t h e r e  so t h a t  a l a y m a n  v/ould h a v e  a m u c h  g r e a t e r  
u n d e r s t a n d i n g  of t h e  l a w  j u s t  by r e a d i n g  t h e  l a w  w i t h o u t  h a v i n g  
to c o n s u l t  a l a w y e r .  So I t h i n k  t h e r e  w i l l  be a c t u a l l y  a 
r e d u c t i o n  of a t t o r n e y ' s  fees. A r e  t h e r e  a n y  o t h e r  q u e s t i o n s  for 
Mr. K i r k p a t r i c k ?  If none, t h a n k  y o u  v e r y  m u c h  Mr. K i r k p a t r i c k .  W e  
do h a v e  f l o o r  s e s s i o n  n o w  a t  1 0 : 0 0  a.m. W e  d o n ' t  g o  in u n t i l  
1 1 : 0 0  o ' c l o c k  o n  M o n d a y s ,  a s  a c o n v e n i e n c e  to the A n c h o r a g e  
l e g i s l a t o r s .  W o u l d  j o u  l i k e  m e  to s t a y ?

A B B O T T :  Mr. C h a i r m a n ,  if I m i g h t ,  t h e r e  a r e  only two 
o t h e r  p e o p l e  t h a t  i n t e n d  to o f f e r  b r i e f  t e s t i m o n y .  T h a t ' s  Liz 
J o h n s t o n  a n d  Irv B e r t r a m .

R O D E Y :  In c o n s u l t a t i o n  w i t h  H o u s e  c h a i r m a n ,  I w i l l  stay 
h e r e  if S e n a t o r  M u l c a h y  is a g r e e a b l e  a n d  l i s t e n  to the c o m m e n t s  
of E l i z a b e t h  J o h n s t o n  a n d  irv B e r t r a m  a n d  t h e n  r e p o r t  to you, 
sir. T h a n k  you, g e n t l e m e n . N e xt, I'd 15.lie to ca l l  E l i z a b e t h  
J o h n s t o n .  It's a l w a y s  d i s c o n c e r t i n g  to b e  t e s t i f y i n g  and h a v e  
e v e r y b o d y  l e a v i n g .  But, S e n a t o r  M u l c a h y  a n d  I w i l l  m a k e  up  for 
a n y  a b s e n c e  of n u m b e r s .  You h a v e  the flo o r ,  mackim.

J O H N S T O N :  G e n t l e m e n .  My n a m e  is E l i s a b e t h  J o h n s t o n .  I ' m  
g e n e r a ]  c o u n s e l  to B r i s t o l  B a y  N a t i v e  C o r p o r a t i o n .  T o d a y  I a m  
h e r e  s p e a k i n g  o n  b e h a l f  of the A l a s k a  F e d e r a t i o n  of N a t i v e s  
c o n c e r n i n g  the b i l l  on the r e v i s i o n  of the c o r p o r a t e  statutes, 
t h e  p r o f i t  c o r p o r a t e  statute,s. You w i l l  b e  d e l i g h t e d  t o  kn o w  m y  
c o m m e n t s  w i l l  b e  br i e f .  T h i s  is b e c a u s e  w e  h a v e  h a d  e x t e n s i v e  
o p p o r t u n i t y  uo p r e s e n t  our c o n c e r n s  b e f o r e  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 .  By w a y  of b a c k g r o u n d ,  I can toll y o u  t h a t  in the 
s u m m e r  of 1932, the A l a s k a  F e d e r a t i o n  of: N a t i v e s  c r e a t e d  a
s u b c o m m i t t e e .  A n d  the m e m b e r  of t h e  s u b c o m m i t t e e  had b o t h  
r e g i o n a l  a n d  v i l l a g e  c o r p o r a t i o n  b a c k g r o u n d s ,  a n d  the c o m m i t t e e  
w a s  c r e a t e d  to r e v i e w  a n d  t e s t i l y  on the p r o p o s e d  revis i o n .  W e  
m e t  w i t h  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  o n  t h r e e  s e p a r a t e  o c c a s i o n s  
a n d  m a d e  e x t e n s i v e  c o m m e n t s .  B a s e d  o n  t h e  r e c e p t i v i t y  of the 
c o m m i s s i o n  to o u r  c o m m e n t s ,  a n d  t h e  w a y  t h e y  w e r e  a b l e  to m e e t  
o u r  c o n c e r n s ,  in A p r i l  of 1981 J a n i e  L u a s k ,  w h o  is the p r e s i d e n t  
of t h o  f e d e r a t i o n ,  w r o t e  in support of t h e  p r o p o s e d  r e v i s i o n .  
A n d  s h e  c o m m e n t e d  s p e c i f i c a l l y  on the q u a l i t y  of the new 
l e g i s l a t i v e  s c h e m e ,  on the t e c h n i c a l  c o m m e n t a r y  w h i c h  h a s  a l r e a d y  
b e e n  b r o u g h t  u p  b y  s o m e  of the o t h e r  people;. B u t  the fact t h e r e  
t h e r e  is t e c h n i c a l  c o m m e n t a r y  to I v u k  u p  the n e w  cod.:- w h i c h  
s h o u l d  h e l p  all of us in the a b s e n c e  of c o u r t  c a s e s  to u n d e r s t a n d  
the l e g i s l a t i v e  h i s t o r y .  T h e  JJaaf. t here t h e r e  is t h i s  kind of 
b a c k u p ,  we  feel w i l l  m e a n  it w i l l  r e d u c e  t h o  .legal e x p e n s e s  for
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the N a t i v e  c o r p o r a t i o n s .  lie al s o  a r t i c u l a t e d ,  c o m m e n t e d  on the 
f i n a n c e  s e c t i o n ,  t h a t  it w a s  a" i m p o r t a n t  r e f o r m .  U n l i k e  
P r o f e s s o r  F e s s l e r  I c a n  r e a d  numbe: j , a n d  I s t i l l  fe e l  t h a t  i t  is 
a s i g n i f i c a n t  a c c o m p l i s h m e n t .  I w a s  f o r c e d  to. So f i n a l l y  the 
o n l y  f i n a l  c o m m e n t  is t h a t  t h i s  is a b i l l  w h i c h  d o e s  s t r e n g t h e n  
the r i g h t s  of s h a r e h o l d e r s  a n d  d o s s  s t r e n g t h e n  t h e  r e q u i r e m e n t s  
of p e r i o d i c  r e p o r t i n g  by c o r p o r a t i o n s  t o  t h e i r  s h a r e h o l d e r s .  It 
is a p r e - s h a r e h o l d e r  d o c u m e n t ,  a n d  t h e  f e d e r a t i o n  s u p p o r t s  the 
r e v i s i o n .

R O D E Y :  S e n a t o r  M u lcahy, do  y o u  h a v e  a n y  q u e s t i o n s  for 
M i s s  J o h n s t o n ?  T h a n k  you, a p p r e c i a t e  y o u r  c o m i n g .  Ne::t I'd like 
to c a l l  Irv B e r t r a m .

B E R T R A M :  I ' m  Irv B e r t r a m ,  a n d  I a m  a s s i s t a n t  c o u n s e l  to 
A l a s k a  A i r l i n e s .  W e  h a v e  l o o k e d  at t h e  bi l l  a n d  d i s c u s s e d  it with 
t h e  c o m m i s s i o n  to r a i s e  s o m e  of the c o n c e r n s  w e  h a v e .  Our b y l a w s  
a n d  a r t i c l e s  go b a c k  to 1.930, a t  l e a s t  t h e  a r t i c l e s  do. The 
b y l a w s  h a v e  b e e n  c h a n g e d  on n u m e r o u s  o c c a s i o n s .  A n d  v/e did ha v e  
s o m e  c o n c e r n s ,  b u t  v/e f o u n d  t h a t  t h e  c o m m i s s i o n  h a s  m a d e  some 
c h a n g e s  t h a t  w i l l  a s s i s t  us in g o i n g  f o r w a r d .  W e  t h i n k  t h a t  the 
bi l l  is v e r y  w e l l  d r a f t e d  a n d  v e r y  g o o d  a n d  w i l l  be of b e n e f i t  to 
the s t a t e  a s  w e l l  a s  b e i n g  h e l p f u l  to us. In m y  c u r r e n t  p o s i t i o n  
as h o u s e  c o u n s e l ,  I h a v e  an o p p o r t u n i t y  t o  a d v i s e  m a n a g e m e n t  or 
a n s w e r  q u e s t i o n s  a b o u t  A l a s k a  law. I h a v e  p r a c t i c e d  in A l a s k a  
for a n u m b e r  of y e a r s  b e f o r e  j o i n i n g  t h e  a i r l i n e s ,  a n d  y o u  d o n't 
fe e l  so f o o l i s h  w h e n  y o u  h a v e  s o m e t h i n g  l a y e d  o u t  in f r o n t  of you 
in t h e  law. Y o u  c a n  l o o k  at it a n d  say, w e l l ,  t h i s  is h o w  it's 
done. C u r r e n t l y  A l a s k a  .law on c o r p o r a t i o n s  h a s  a n u m b e r  of areas 
w h e r e  s i m p l y  t h e r e  is n o  law. A n d  s o  y o u  r e a l l y  h a v e  to say, 
gee, I d o n ' t  know, m a y b e  v/e can c'io it a n d  m a y b e  v/e can't. It's . 
. . y o u ' r e  n o t  s u r e  h o w  to do s o m e  th i n g .  B u t  I t h i n k  the bill 
a n s w e r s  that. It d o e s  p r o v i d e  a v e r y  w e l l  l a y e d  o u t  r o a d  map, so 
to sp e a k ,  w h i c h  I t h i n k  w i l l  be v e r y  h e l p f u l  n o t  o n l y  to l a r g e  
c o r p o r a t i o n s  s u c h  a s  o u r s e l v e s ,  b u t  I a l s o  b e l i e v e  t h i s  w i l l  be 
h e l p f u l  to the; s m a l l  m o m  a n d  p o p  o p e r a t i o n s .  T h e r e  is t h a t  old 
t r i t e  s a y i n g  t h a t  ignorance; of the lav/ .is n o  e x c u s e . H o w e v e r , 
w h e n  t h e  l a w  is a b o d y  of c o m m o n  l a w  w i t h  v e r y  f e w  s t a t u t o r y  
r e f e r e n c e s ,  it m a k e s  it f a i r l y  d i f f i c u l t  to  k n o w  w h a t ' s  going 
on. O n  t h e  o t h e r  h a n d ,  o n c e  t h i n g s  h a v e  b e e n  l a v e d  o u t  in a 
f a i r l y  s u c c i n c t  f o r m  t h a t  can be f o l l o w e d ,  i t ' s  t r u e  a l a w y e r  may 
s t i l l  be r e q u i r e d  a n d  s h o u l d  be u s e d .  B u t  I t h i n k  m o s t  p e o p l e  
w i l l  h a v e  a h o t t e r  u n d e r s t a n d i n g  of w h a t  c o r p o r a t e  g o v e r n e s s  
s h o u l d  be o n c e  t h e y  h a v e  this b o d y  of lav/ in f r o n t  of them. So 
w e  t h i n k  it w o u l d  b e  g o o d  for the state. A l a s k a  A i r l i n e s  wi l l  
h a v e  t o  m a k e  o n e  c h a n g e  in its b y l a w s  as a r e s u l t  of this. It 
d o e s n ' t  a d d r e s s  e v e r y t h i n g  w e  w a n t e d ,  But on t h e  o t h e r  hand, we 
t h i n k  on the w h o l e  i t  is v e r y  g o o d  a n d  v/e do s u p p o r t  it a n d  w o u l d  
r e c o m m e n d  it. T h a n k  you.

T h a n k  y o u  v e r y  m u c h ,  Mr. B e r t r a m ,  S e n ator
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M u l c a h y ,  do y o u  h a v e  any q u e s t i o n s ?  I a m  a w a r e  of t h e  . . . if 
t h e r e  a r e  no o t h e r  c o m m e n t s ,  Mr. B r c v m .

B R O W N :  O n e  com m e n t ,  Mr. C h a i r m a n .  T h e r e  h a v e  b e e n  mu c h  
c o m m e n t  a b o u t  the c o m m e n t s ,  a n d  the p e o p l e  w h o  a r e  s u p p o r t i n g  the 
b i l l  w h o  a r e  n o w  p a r t  of the c o m m i s s i o n ,  a r e  f i n d i n g  t h a t  the 
c o m m e n t s  a r e  v e r y  i m p o r t a n t .  I w o u l d  h o p e  a n  a d m i s s i o n  to the 
m e m b e r s  of t h e  S e n a t e  a n d  the H o u s e  in the e v e n t  t h i s  b i l l  is 
c o n s i d e r e d ,  t h a t  a n  a c t i o n  be t a k e n  s i m i l a r  to w h a t  w a s  t a ken 
v;hen t h e  c r i m i n a l  c o d e  r e v i s i o n  w a s  p a s s e d .  A n d  t h a t  is t h e r e  be 
s p e c i f i c a l l y  a n  a f f i r m a t i v e  v o t e  on t h e  f l o o r  of e a c h  h o u s e  
a p p r o v i n g  the c o m m e n t s  or the c o m m e n t s  a s  y o u  m a y  h a v e  a m e n d e d  in 
c o n c e r t  w i t h  t h e  c o m m i s s i o n  to m a k e  a c l e a r  a n d  u n a m b i g u o u s  
l e g i s l a t i v e  h i s t o r y .  To r e a l l y  m a k e  s u r e  t h o s e  a r e  a v a i l a b l e  and 
t h a t  t h e y  a r e  i m p o r t a n t  l e g i s l a t i v e  h i s t o r y ,  s i n c e  t h e y  w i l l  be 
r e l i e d  on  by p e o p l e  in t h e  p r i v a t e  s e c t o r  as w e l l  as s c h o l a r s .

R O D E Y :  T h a n k  you, Mr. B r o w n .  T h a t ' s  a v e r y  good
s u g g e s t i o n .  O b v i o u s l y  it's wise. I t ' s  a n  a r e a  of l a w  v/e d o n ' t  
k n o w  m u c h  a b o u t  in t e r m s  of i m p o r t a n c e ,  a n d  w h e t h e r  a s e p a r a t e  
v o t e  on t h a t  r e a l l y  m e a n s  m u c h  or not.

BROWN: T a k e  it f r o m  A l a s k a ' s  o n l y  p u b l i s h e d  legal
h i s t o r i a n ,

R O D E Y :  A n d  a d i s t i n g u i s h e d  m e m b e r  of t h e  F a i r b a n k s
bar. I t h i n k  it is a v i s e  s u g g e s t i o n  to i n c o r p o r a t e  in the 
j o u r n a l  a n d  to v o t e  s e p a r a t e l y  a n d  a f f i r m a t i v e l y  on the 
c o m m e n t a r y .  I t h i n k  it is a g o o d  a n d  d e s i r a b l e  m e t h o d  of 
a n n o t a t i n g  A l a s k a  lav/s. It is c e r t a i n l y  p r e f e r a b l e  to a l l o w i n g  
M i o h i e  C o m p a n y  to do it b a c k  e a st. If t h e r e  a r e  no o t h e r  
c o m m e n t s ,  t h e  c o m m i t t e e  m e e t i n g  is a d j o u r n e d .



P R E S E N T A T I O N  T O  T H E  J O I N T  S E N A T E  A N D  H O U S 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  H E A R I N G  O N  

S E N A T E  B I L L  NO. 246 A N D  H O U S E  B I L L  NO. 343 
J a n u a r y  23, 1984

M r .  C h a i r m a n :

M y  n a m e  is E l i z a b e t h  B. J o h n s t o n .  I a m  S e c r e t a r y  a n d  
G e n e r a l  C o u n s e l  o f  B r i s t o l  B a y  N a t i v e  C o r p o r a t i o n .  T o d a y  I 
a m  s p e a k i n g  o n  b e h a l f  o f  the A l a s k a  F e d e r a t i o n  of  N a t i v e s  
c o n c e r n i n g  S e n a t e  B i l l  No. 246 a n d  H o u s e  B i l l  No. 343.

M y  c o m m e n t s  w i l l  b e  br i e f .  T h i s  is b e c a u s e  the 
F e d e r a t i o n  h a s  a l r e a d y  b e e n  g i v e n  t h e  o p p o r t u n i t y  to p r e s e n t  
i t s  c o n c e r n s  to 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 .

In t h e  s u m m e r  o f  1982, the A l a s k a  F e d e r a t i o n  of N a t i v e s  
c r e a t e d  a s u b c o m m i t t e e ,  w i t h  b o t h  r e g i o n a l  a n d  v i l l a g e  
c o r p o r a t i o n  e x p e r i e n c e  r e p r e s e n t e d ,  to  r e v i e w  a n d  t e s t i f y  on 
t h e  p r o p o s e d  r e v i s i o n  to the p r o f i t  c o r p o r a t i o n  code. 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  r e c e i v e d  t e s t i m o n y  f r o m  the 
F e d e r a t i o n  s u b c o m m i t t e e  o n  t h r e e  s e p a r a t e  o c c a s i o n s  a n d  
s a t i s f i e d  i t s  m a j o r  c o n c e r n s .

In A p r i l ,  1983, J a n i e  L e a s k ,  P r e s i d e n t  of the 
F e d e r a t i o n ,  w r o t e  in s u p p o r t  of t h e  p r o p o s e d  r e v i s i o n .  H e r  
l e t t e r  is a t t a c h e d ,  b u t  I w o u l d  like to q u o t e  f r o m  t h e  last 
p a r a g r a p h .  " T h e  p r o p o s e d  c o r p o r a t i o n s  c o d e  is a c o m p r e­
h e n s i v e  a n d  g e n e r a l l y  c a r e f u l  l e g i s l a t i v e  s c h e m e  o f  g o o d  
q u a l i t y .  F u r t h e r ,  it is a c c o m p a n i e d  b y  a t e c h n i c a l  
c o m m e n t a r y  w h i c h  c a n  s e r v e  to r e d u c e  N a t i v e  c o r p o r a t i o n s '  
e x t e n s i v e  l i t i g a t i o n  co s t s .  T h e  f i n a n c e  s e c t i o n  is an 
i m p o r t a n t  r e f o r m ,  m a k i n g  p o s s i b l e  s o m e  d i s t r i b u t i o n s  f r o m  
c a p i t a l ,  b u t  n o t  j e o p a r d i z i n g  c r e d i t o r ' s  s e c u r i t y . "

I w o u l d  l i k e  to a d d  t h a t  the p r o p o s e d  c o d e  s t r e n g t h e n s  
t h e  r i g h t s  o f  s h a r e h o l d e r s  and the r e q u i r e m e n t s  of  p e r i o d i c  
r e p o r t i n g .  In o t h e r  w o r d s ,  the p r o p o s e d  b i l l  is a 
p r o - s h a r e h o l d e r  d o c u m e n t .

T h e  F e d e r a t i o n  s u p p o r t s  t h i s  r e v i s i o n .

E L I Z A B E T H  B. J O H N S T O N  
A t t o r n e y  at L a w  
F o r  t h e  A l a s k a  F e d e r a t i o n  of 
N a t i v e s  S u b c o m m i t t e e

Integrity ■ Pride in Heritage .Progress
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A p r i l  8 ,  1 9 8 3

M r .  J o h n  W. A b b o t t ,  C h a i r m a n  
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  
P o u c h  Y  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  A b b o t t :

I w o u l d  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  to t h a n k  t h e  
C o m m i s s i o n  f o r  f u l l y  p r o v i d i n g  t h e  A F N  w i t h  t h e  o p p o r t u n i t y  
t o  r e v i e w  a n d  c o m m e n t  o n  t h e  p r o p o s e d  A l a s k a  C o r p o r a t i o n s  
C o d e .  T h e  A F N  n o w  s u p p o r t s  t h e  p a s s a g e  o f  S e n a t e  B i l l  
Mo. 2 4 6  a n d  H o u s e  B i l l  No. 343.

T h e  p r o p o s e d  C o r p o r a t i o n s  C o d e  is a c o m p r e h e n s i v e  a n d  
g e n e r a l l y  c a r e f u l  l e g i s l a t i v e  s c h e m e  of g o o d  q u a l i t y .  
F u r t h e r ,  it i s  a c c o m p a n i e d  b y  a t e c h n i c a l  c o m m e n t a r y  w h i c h  
c a n  s e r v e  t o  r e d u c e  N a t i v e  c o r p o r a t i o n s 1 e x t e n s i v e  
l i t i g a t i o n  c o s t s .  T h e  f i n a n c e  s e c t i o n  is a n  i m p o r t a n t  
r e f o r m ,  m a k i n g  p o s s i b l e  s o m e  d i s t r i b u t i o n s  f r o m  c a p i t a l ,  b u t  
n o t  j e o p a r d i z i n g  c r e d i t o r s '  s e c u r i t y .  I f  y o u  n e e d  u s  to 
t e s t i f y  o n  b e h a l f  o f  t h e  B i l l ,  w e  w i l l  d o  so.

cc: H o n o r a b l e  J o e  L. H a y e s
H o n o r a b l e  J a y  M. K e r t t u l a  
H o n o r a b l e  W a l t e r  R. F u r n a c e  
H o n o r a b l e  C h a r l i e  B u s s e l l  
H o n o r a b l e  R i c h a r d  I. E l i a s o n  
H o n o r a b l e  B i l l  R a y  
H o n o r a b l e  A l  A d a m s  
H o n o r a b l e  D o n  B e n n e t t  
H o n o r a b l e  J o h n  C. S a c k e t t

P r e s i d e n t
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Dealing with ‘lemons’
Pub lic  voices should ring c lea rly  today at a teleconfer­

ence hearing before the House Labor and Commerce 
Committee on a proposed state “ lemon law "  governing new 
automobile w arran ties. The hearing begins at 2 p.m. and 
deserves hea lthy pub lic partic ipation .

The law  essen tia lly  wou ld sh ift part of the burden of 
proof in dealing w ith  defective automobiles from the 
consumer to the dealer and m anufacturer. It  provides that 
a consumer is en titled  to e ither a new vehicle or a fu ll 
refund if  a m anufacturer's defect renders it  undriveab le for 
30 days or more during the f irs t year of ownership.

The m ajo r effect wou ld be to encourage dealers to stand 
up and pay heed to the products and w arran ties they offer. 
For the dealer who a lready performs w arran ty service 
promptly and e ffic ien tly , the impact of the law  would be 
neg lig ib le , and in fact good’for c re d ib ility . For the dealer 
who ducks or de lays the demands of a good-faith warran ty 
there wou ld be new incen tive to meet /the ob liga tions of 
doing business.

And fo r the consumer who has a righ t to expect 
automobiles under w arran ty to run properly, there would 
be an improved chance of gain ing fu ll va lue for a very 
expensive investm ent. That seerns 1»V*> a good deal for a ll 
concerned. /, '
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TROUBLESHOOTER
^ CONSUMER ADVISORY-ALASKA LEMON LAW:

• A statew ide teleconference has been set for Wednesday on 
a proposed A laska "lemon law ," legislation that would 
give consumers substan tia lly more leverage when wran­
gling w ith automobile dealers and manufacturers over 
warranty obligations.

Under the provisions of House H ill 3-14, automakers 
would be forced to replace or refund the purchase price of 
new cars that, due to manufacturing defects covered by 
the new-car warranty, cannot be satisfactorily repaired, 
a If  the defect causes the car to be undriveable for 30 
days or more din ing the first year of ownership, the car 
buyer would h r  entitled to either an identical new vehicle 
or a refund, i' eluding repair costs. Auto dealers would be

• given four chances to repair the defect.
Fred Mo1 ino, part-owner and general manager of Eero 

Volkswagen in Anchorage, said Monday that he felt the 
b ill was unnecessary in light of the track record of 
A laska dealers.

" I f  the customer has a legitimate complaint, most 
(dealers) really seemed to bend over backward" to help 
iron out d ifficu lties, he said. " I f  there is a problem, none 
of us to our knowledge haven't got it fixed within a 
reasonable length of time."

Marino, who called the b ill “heavy and cumbersome," 
lidded that the legislation would increase taxpayers’ 
expense, despite leg is la tive estimates to the contrary 
"Just enacting it would cost a great deal," Marino said.

; • In written testimony subm itted to the House Lubor
and Commerce Committee May 9, Assistant Attorney

,. General Couple Sipe noted~the b ill gives vehicle ownei s 
., the benefit of “a legal presumption that after a reasona- 

b it number of attempts to correct a deform ity, thul the 
, vehicle is in fact defective or a lemon."
>, j Sipe, head of the Consumer Protection Section of the 
,, Attorney General's Office, said under current common 
, iaw warranty rights, it is up to the vehicle owner to 

prove a car is a lemon before the courts can compel 
automakers to replace a ehicle.

, ; I f  IIB  344 is passed, she said, that burden of proof
would be shifted. If  the manufacturer cannot prove a 

, defect does. not cause substantia l impairment to the 
•' operation or value of the vehicle or prove the owner 

caused the failure by abuse or modification of the car, the 
car would be presumed to be a lemon and the buyer 
would be entitled to reimbursement.

I i" It is my opinion, after working in this area for seven 
i years, that very few A laskans, especially those who live  

outside the three major cities, receive fu ll value of the 
warranty on their vehicles," Sipe suid. "Since A laskans 

r pay not only the top manufacturers' suggested retail 
price, but usua lly amounts in addition to the suggested 
retail price, we can see that A laskans do not get any 
bfcak or allowance for their d iff icu lty  in obtaining 
Warranty work.”• Consumer Protection auto investigator Scotty Dawkins 

j said before the House Labor and Commerce Committee 
i. May 9 that automakers routinely de liver vehicles to 

buyers with built-in problems.
; | "Often the manufacturer is aware of these defects but
• seldom is any voluntary action taken to correct the 
- problems in cars that are already b u ilt ,"  Dawkins said.
... ) "Instead, the manufacturer relies on the predelivery

inspection performed by the dealer to detect and correct 
tjiese problems. What actua lly happens is that the buyer 

; finds the problems after de livery and faces the hassle of 
'* attempting to have repairs completed by the dealer."

Dawkins added that new car warranties require the 
Z buyer to return to the >' Her for warranty work, but " in
• Alaska, Hie fact that m r. new-car dealer muy be 

hundreds of m iles uwny somewhat complicates this
• fcquirement,1’
Z  \ The Attorney General’s Office is culling for an amend- 
r/itient to the b ill thul would require manufacturers to 
L </stab)ish factory-authorized repair centers in towns 

where there are no dealers.
The public is invited to testify at Wednesday’s public 

‘ hearing before the House Labor and Commerce Commlt- 
tee. The hearing w ill be held viu the Legislative 

,* Teleconference Network at 2 p.m. ADT. Anchorage 
| residents who would like  to participate can contact the 
•i Legislative Information Office, 1024 W. 0th Ave (270- 

9G24).
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‘lemon law

Dealers: Law unneeded 
Consumer rep: Yes it is

By DEBBIE RELVWAND ROSE 
Empire Staff Reporter 

Alaska ear dealers converged on teleconference sites 
throughout the state this morning to protest a bill its sponsors say 
will protect consumers who put chase autos.

Labeled the "lemon law," the legislation sponsored by local 
Reps. Jim Duncan and Mike Miller and Sen. Bill Ray would force 
car dealers to adhere strictly to the advertised warranty on a new 
car.

dealers protest 
’ proposal

If a customer complained of a “substantial' problem TioT 
caused by owner abuse, the manufacturer or distributor would be 
given four chances to fix the vehicle. Failing that, the customer 
could receive a refund or a Dew car to replace the defective "  
model.

Testimony at today's teleconference, organized at the request 
of car dealers in the state, ran heavily against the bill. Input came 
primarily from auto distributors.

Fairbanks car dealer James Masters said the consumer already 
has plenty of protection from defective autos.

“In case of a difference between the consumer and the 
dealership, they can go directly to the dealer, or the manufac­
turer," he said. “If that doesn’t work, the (state) Consumer 
Protection Division is very good at following through on these

complaints.”
Consumer Protection officials, however, favored the legislation 

as offering the car buyer "some recourse" when dealing with 
faulty vehicles, according to Scotty Dawkins in the Anchorage 
Consumer Protection office.

"In Alaska, it often takes two weeks or more just to get the cars 
1 into the service department. Not one manufacturer has a service 

representative in the state, so the consumer has to wait sue to 
eight weeks for that rep to come up here," he said. When dealing 
with many warranty problems, the defect often must be checked 
by the service representative.

Alaska has a booming autqmobile sales business, Dawkins said, 
and dealers should be responsive to the public’s needs. Last year, 
27,705 cars were sold in the state for an average of 1,148 sales per

distributorship. In the rest of the nation, the average is 205 cars 
per year for each dealership, he added.

As an example of problems faced by Alaska car owners, 
Dawkins cited several complaints received over defective cars:

•  One district court judge had his car worked on 10 times for, 
among other things, a defective hom. After all attempts to repair 
the car had failed, he was offered half the $9,000 sticker price on a 
trade-in, said Dawkins.

•  An Alaska State Trooper had his station wagon worked on 
eight times, and ended up.having the engine replaced after the 
protection agency intervened in the matter.

•  After purchasing a car in Anchorage, complete with a $700 
service contract, a Valdez resident had to pay towing fees bet-

Conttaued oo Page 2

‘Lemon’ ...
Continued from Page 1

ween Anchorage and Valdez when the engine quit running. He 
had been assured by the dealership in Anchorage that his service

contract would be honored in Valdez, Dawkins said.
Bill sponsor Miller said the crux of the testimony revolved 

around "people giving excuses for not conforming to the 
warranty."

"We are not trying to place the burden on the dealer. ... They 
are missing the point of the bill If there Ls a major problem with 
a car, then it should be corrected. The manufacturer issues the 
warranty, and they are ultimately responsible for living up to that 
warranty," he said.

Extensive testimony from disgruntled car dealers continued un­
til adjournment of the meeting. House Labor and Commerce 
Chairman Walt Furnace, R-Anchorage, has scheduled a statewide 
teleconference on the bill for May 18, from 4 to 6 p.m. in the 
Labor and Commerce room in the Behrends Building.



dealers to replace cars

. Pnoto. b y  Danny Darnels

ja l Walk for Hope, which was 
e C*3.

By JIM ERICKSON
Daily News reponer

A laska auto dealers would 
be forced to buy back or 
replace automotive "lemons.” 
defective new cars that defy 
a ll attempts at repair, if leg is­
lation introduced recently in 
the state Senate and House 
becomes law.

House B ill 344 calls ' for 
i t  replacement of a n ev car or a 
^• refund of the purchase price 
\  when manufacturing defects 
' ' make the car undriveable for 

30 days or more during the 
f irs t year of ownership.

The so-called "lemon law " 
^  is scheduled for a House La- 
^ bor and Commerce Committee 
^  bearing Monday.

An identical b i l l introduced . 
in the Senate by Sen. B ill 

j"R a y , D-Juneau, has not been'.
scheduled for a hearing.

^  The House measure was 
Q) in troduced  la s t ;  month by 

ilep . M ike M iller/ I)-June.au. 
M ille r said Saturday the leg ­
isla tion would compel dealers 
and manufacturers to hono r" 
new-car warranties promptly.

“The le g is la tio n  doesn't 
spell out the w arran ty ,” he 
cautioned. "That's up to the 
manufacturer. What it does do 
is put fu ll force of the state 
law  behind customer sa tisfac­
tion of that warran ty ."

If  the defect poses a safety

hazard, the car must be re­
paired w ith in 14 days, the 
measure states.

In a ll cases, dealers would 
be allowed four chances to fix  
the car, be fo re the b u y e r ' 
could demand a refund or a ’ 
replacement. The measure ap­
plies only to fa ilu res covered 
by new-car warranties, and 
only during the first year of 
ownership.

"W hat we are ta lk in g ' 
about is co rrecting  m ajo r 
p rob lem s of the v e h ic le .” 
M iller said. "This is not in 
regard to t r iv ia l repairs or 
problems that result due to- 
owner abuse.”

S im ila r  le g is la t io n  has 
been adopted in California. 
Connecticut. Montana and 
Wyom ing, sa id  le g is la t iv e  
aide Denise Zachary. Ten oth­
er states are considering lem­
on law s, she sa id .

Monday's hearing w il l be 
linked to Anchorage, rair- 
banks and Ketchikan v ia  the 
state teleconference network.

Zachary said the pub lic can 
comment on the D il l by at­
tending the teleconference, to 
be held in Anchorage at the 
Anchorage Leg isla tive In for­
mation Office, 1024 V,. 6th 
Ave.

The teleconference w il l be­
gin at 7 a.m.

s a phrase for every misdeed
(Not to mention the u ltim ate disaster: " If  you 
eat that now, you wor.lt be hungry for dinner!”)

And then there is the chapter on Questions 
W ithout Answers. These generally come along 
during the teen-age years.

Q uestions lik e , "You're not going out 
dressed like that, are you?"

Or, "'V ou know this goes against everyth ing 
we've ever taught you. don’t you?"

Not to memion the all-time w inner, which 
spans most of the formative vesrs:"Just what do you th ink you're doing?”

Experienced mothers know they can mix 
and match •-bese phrases for special effect, as 
•n: "Ju st where do you th ink vou're going c ressed lik e  mat?" ‘

"When you re grown and have children of 
your own, that’s when.” *

This last, especially, fa lls unde: the defin i­
tion of all-purpose Motherese, touching as it 
does on the perpetually ripe arena of life  after 
one has children of one's own.

Of course, it's not a ll conflict and threats in 
Motherese. There's the Broken Heart chapter, 
things mothers say to make you feel better. 
Things lik e , "Ten years from now th is w ill all 
seem funny” and "Just th ink of it as good 
experience" — not to mention the alltim e 
classic. "W ell, just consider yourse lf lucky, a 
man w ill never marry a girl lik e  that!"

I suppose with changing mo*es they'll be 
wanting to update the Mother's Phrase Book 
beTore long, make it a lit t le  more h:p. but I
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‘ L e m o n  l a w  

eserves 
support

Sometimes it seems that a ll cars should be pain­
ted ye llow  just to warn buyers what they are 
getting themselves into. A ll too often nowadays, 
expensive cars transform themselves into 
" lemons'5 before their owners' very eyes.

Before a sale is made, salesmen point out all of 
T the wonderful aspects of a new car. I t ’s pretty, 
^  the doors slam with a solid “ thunk”  and it sounds 

good idling there in front of the dealer.
But a select few cars turn into “ lemons,”  some 

=5 the minute they are driven o ff the lot. Some don’t 
start right; some don’t stop right; some don’ t do 

^  anything right,
Any dealer is more than happy to provide 

buyers with a copy of the warranty manufacturers 
give fo r their cars. Some last fo r a year; some last 
fo r five years. But unless the dealer and manufac­
turer back up the claims of those warranties, they 
aren’ t worth the paper they are printed on.
* Introduced in the Alaska Legislature last week 
was a bill aimed at taking the “ lemon”  out of the

Jives o f Alaska car buyers. The bill, whose prime
• sponsors are Juneau Sen. B ill Ray in the Senate 
,^nd Reps. Jim  Duncan and Mike M iller in the 
./House, does nothing more than make manufac­
tu re rs  and dealers live up the promises made in 
‘•^warranties.

F o r most people, buying an automobile is the 
tecond-largesjt purchase they will make in their 
Jives. The largest purchase, of course, is a home, 
ibut it should be remembered that the price of 
to m e  1983 cars would buy a nice house 20 years 
£ago.
<■ Because of the tremendous expense of cars, no 
Jrne should be stuck with a “ lemon”  — a car that 
^doesn't work properly. Yet we all know people 
'./With horror stories about how their expensive 
t e w  cars went to pot on them and they were un­
a b le  to get satisfaction from the dealer.
:■ It is for those people that the “ lemon law”  
-[before the Legislature is meant, A warranty is not 
- written on paper that self-destructs once the sales 
.^agreement is signed. It  is a document in which 
jh e  manufacturer, through the dealer, promises 
xto make a car run properly, no ifs, ands or buts.

Dealers should welcome the advent of a 
“ lemon law”  in Alaska. It means dealers that 
have been standing behind their products won’ t 
be ziffected in the slightest. Other dealers, who 
are unwilling to stand behind their products and 
the warranties that go with them, will — and 
should — find themselves having to shape up.

The “ lemon law ”  bill deserves your support.

Berry's World

We went up some stain u> a gIass-endo*e<3 booifcu'" • ' .  _ _
When Widget shut the door he said, "I want you u>

M?ster Robot, Tumbill. Re is programmed to program the ivbots' 
on the floor.’' “

Tumbill gave me a stetiy look and reluctantly put out hh arm job. T; 
which I shoot. rnatie:

"How many sneakers 'did we make today, Tumbill?" Widget Turao: 
asked.

Tumbill’s lights blinked, and a deep vioce said, 12,890." sion o:
Widget rubbed his hancis "I used to make that many in a week. "I

Eyeing the nê
WASHINGTON (NEA) — “I can make a m illion through 

the union," Jackie Presses boasted several years ago to a 
magazine in his hometown of Cleveland. Indeed, the union • 
has made him rich — and now it’s about to make him 
famous as well.

The union is the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen L  Helpers of America, arguably 
the country's most ccrrupt labor organization.

When the Teamsters' executive boarc met recently to 
select a new president for the union, it could have chosen a 
leader whose repuianioD bad not been blackened by compel­
ling evidence of regular affiliation with organized crime 
figures.

M.E. (Andy) Anderson, area director of the union's West­
ern Conference, is hardly a candidate for sainthood but he 
surely would have been more suitable as presidem than 
Presser if the Teamsters v<ere serious about restoring at last 
a semblance of integrity u  their organization.

The same is true =h*iough perhaps to a lesser extent, of 
the other two "dark ho’rse" contenders for the presidency —  
Joseph W’. Morgan, area director of the union's Southern 
Conference and Donald Peters, a Chicago Teamster leader.

But, in an election preordained as far back as the union's 
1981 convention, all three of those men were summarily 
rejected in favor of Presser, a glib, portly hS-year-olo veter­
an of more than three decades as a Teamster organizer.

A detailed affidavit filed by ihe FBI in connection with a 
criminal case in U.S. District Court in Los Angeles quoted 
FBI informants as stating that Presser was "controlled” by 
members of the Ma iia.

In testimony before the New Jersey Commission of Inves­
tigation, a stale police sergeant identified Presser as an 
intermediary for syndicate members seeking loans lrom the 
Teamsters' pension anc welfare funds..

Some of the most disturbing allegations about Presser 
come lrom Alaoena "Jimmy the Weasel" Fratianno, 
believed to be the firs; Mafia member to testify against 
another Mafioso in court. His testimony has aided federal 
prosecutors to convic; approximately two dozen organized 
crime figures.

According to Fratianno, Presser's union activities gener­
ally have been conducted under the direction and control of 
James T. "Blackie" Licavoli, the reputed head of the Cleve­
land "family" of the nationwide crime syndicate. "Jackie 
Presser, he told me himself that ‘1 don’t do nothing unless 
Biackie tells me,’" Fratianno said in sworn court testimony.

How does Presser respond to those allegations? He blithe­
ly denies any knowledge of La Cosa Nostra: "There’s no 
organized crime that I know of as a person."

Presser offers a similar see-no-evil response to the docu­
mented examples of massive abuse of the union's Central 
States, Southeast and Southwest Areas Pension Fund: 
"Despite the many ciairns and accusations of various gov­
ernmental agencies, the Central States (Fund) is a sound, 
well managed plan."

In 1976, Presser's father W illiam . was forced to resign as 
a trustee of the fund after he invoked his Fifth Amendment 
right against self-incrimination while being interrogated 
about trust fund abuses by federal investigators.

W illiam Presser's position as a fund trustee was inherited 
by his son, Jackie, bu; he too was forced to resign only one 
year later and is one of numerous Teamster )earie:c- teing 
sued by the Justice Department fo; approving more than

Window of vi
The New York Times 
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‘Lemon’ bill would put the squeeze
By DGBBIE REINWAND ROSE 

Empire Staff Reporter
Hearings begin this week on a bill that should warm the hearts 

of everyone who has ever bought a “lemon” —  a car that for some 
reason doesn't work right.

Commonly known as the "lemon law,” this legislation, in­
troduced by the Juneau delegation, would bind cur dealers under 
state law to adhere strictly to die warranty they advertised when 
selling a car.

Under it, if a customer complains of a "substantial" malfunc­
tion during the warranty term, the dealer or manufacturer would

. have to repair it. The dealer would be given four chances to bring 
the car up to par, and failing Uiat, would then have to refund the 

, customer's money or provide a new car.
"It’s not an overly restrictive law; If anything it’s conservative 

and could be tighter," said Rep. Mike Miller, D-Juneau. “What 
we’re talking about correcting are major problems with the vehi­
cle. This Is not In regard to trivial repairs or problems that result 
because of owner abuse."

Currently, 12 states have similar legislation on the books. Mon- 
, tana and Wyoming just passed lemon laws.

While the bill is aimed at protecting the consumer, it should not

unnecessarily alarm car manufacturers.
"One feature is that the legislation doesn’t spell out what the 

warranty is —  that’s up to the manufacturer. What il does is put 
the full force of state law beliind customer satisfaction of that 
warranty," said Miller.

"The idea is if the distributor or parent company issues a 
warranty us a selling point for their vehicles, they should live up 
to it ; no slougliing off," said Sen. Bill Ray, D-J uneau.

And Ray should know. Like a number of people who have con­
tacted him about the bill, the senator once owned a "lemon."

"A lot of die time, the car wouldn’t start. The dealer kept say­

ing we didn’t know how to operate I t . ... The car ended up being 
recalled because of a problem with the starter," he said.

During that experience, Ray ran into delays getting the car 
fixed. He advocated the clause In the bill putting a limit on how 
long the car can be out of commission. That provision would 
allow the customer a refund or new car If the "lemon" has been 
out of service for 30 days during the warranty period or one year, 
or if repair services are not available to the owner for reasons 
beyond the owner’s control.

Rep. Jim Duncan, D-Juneau, has also liad a "couple of
coMinuemnjnnrugeT-

lemons,” and backs the bill because it would benefit Alaskans.
"You run into this every once in awhile and it should be cleared 

up so the consumer is adequately protected," he said.

The measure has been Introduced in both houses, and while 
House passage is unclear, the co-sponsorship of several majority
coalition members may help the bill.

The first hearing on the lemon law w ill be Thursdpy at 8:45 
a.m. in the Labor and Commerce Committee, room 210 In the 

Behrends Building. _____________________________ ______________
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Buyer gets 
$ 8 5 , 0 0 0  

for lemon
MEMPHIS, Tenn. (AP) -  A 

man who complained about the 
treatment he got from an auto 
dea.er after his new car burned 
too much oil has been awarded 
$85,000 bv a Circuit Court iurv.

- Charles Pardue was awarded 
$10,000 for actual loss and $75,- 
000 in punitive damages in the 
judgment reached Tuesday

"As far as the repair of his 
car was concerned, it was 
poorly handled," said jury 
foreman James Reid Jr.

Reid said jurors discussed 
awards ranging from $20,000 to 
$500,000 but settled on the final 
figure as a “fair compromise."

Randall Noel, the lawyer for 
Lewis Ford Inc., where Pardue 
bought his 1976 Ford Grenada, 
said his client is considering an 
appeal.

Pardue, a resident of 
Oakland, Tenn., bought the car 
in 1977 for $5,178, but said it 
soon began using too much oil.

He said it took two years to 
get the car fixed and he was 
charged $1,600 for a new engine 
he never ordered.
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Mr. W a l t  F u r n a c e ,  C h a i r m a n  
H o u s 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  
A l a s k a  S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  Mr. F u r n a c e :

We h a v e  b e e n  i n f o r m e d  that the H o u s 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  is c o n s i d e r i n g  H - 3 4 4  w h i c h  w o u l d ,  
in s i m p l e s t  terms, r e q u i r e  a m o t o r  v e h i c l e  m a n u ­
fa c t u r e r  or i m p o r t e r  to r e p l a c e  or r e p u r c h a s e  a 
v e h i c l e  if it s u f f e r e d  the " s a m e  n o n c o n f o r m i t y "  fo u r  
times or if the v e h i c l e  is out of s e r v i c e  for 
w a r r a n t y  r e p a i r s  t h i r t y  c a l e n d a r  days d u r i n g  the 
v e h i c l e ' s  f i r s t  year.

A u t o m o b i l e  I m p o r t e r s  of A m e r i c a ,  Inc. (AIA) a n d  
its s i x t e e n  M e m b e r s  s t r o n g l y  o p p o s e  this " r e p l a c e  
or r e p u r c h a s e "  b i l l  as c o u n t e r p r o d u c t i v e  for 
consumers, car dealers, a n d  c a r  w a r r a n t o r s  (i.e., 
m a n u f a c t u r e r s  or i m p o r t e r s ) . Th i s  b i l l  is 
a p p a r e n t l y  b a s e d  on two f a u l t y  p r e m i s e s .  First, 
that a c o n s u m e r  is w i t h o u t  an e f f e c t i v e  r e m e d y  if 
a v e h i c l e  r e p e a t e d l y  b r e a k s  d o w n  o t h e r  than for the 
v e h i c l e  to b e  " f i x e d  as b e s t  it can be". Th i s  is 
incorrect. T h e  U n i f o r m  C o m m e r c i a l  C o d e  p r o v i d e s  
for r e v o c a t i o n  of a c c e p t a n c e  of a p r o d u c t  w h e r e  the 
p r o d u c t  has a d e f e c t  or n o n c o n f o r m i t y  w h i c h  
s u b s t a n t i a l l y  i m p a i r s  the p r o d u c t ' s  v a l u e  to the 
pur c h a s e r .  S u c h  r e v o c a t i o n  c a n  r e s u l t  in a 
r e s c i s s i o n  of the p u r c h a s e  c o n t r a c t  (i.e., 
p u r c h a s e r  gets his m o n e y  b a c k  and r e t u r n s  the 
pr o d u c t )  if the d e f e c t  or n o n c o n f o r m i t y  c a n n o t  be 
c u r e d  in a r e a s o n a b l e  time a n d  m a n n e r .  T h e r e  h a v e  
b e e n  s e v e r a l  cases - in b o t h  c o u r t s  a n d  p r i v a t e  
i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o c e s s e s  - w h e r e  
r e s c i s s i o n  has o c c u r r e d  in n e w  m o t o r  v e h i c l e  
c a s e s .
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T h e  o t h e r  f a u l t y  p r e m i s e  u p o n  w h i c h  the b i l l  is b a s e d  is th a t  it 
is p o s s i b l e  to set a r b i t r a r y  f i g u r e s  for t h e  m o t o r  v e h i c l e  i n d u s t r y  
r e p r e s e n t i n g  " r e a s o n a b l e "  n u m b e r  of a t t e m p t s  to c u r e  the " same 
n o n c o n f o r m i t y " .  T h e r e  are so m a n y  d i f f e r e n t  m o d e l s  of 
m o t o r  v e h i c l e s  w i t h  v a r y i n g  l e v e l s  of m e c h a n i c a l  s o p h i s­
ti c a t i o n ,  v a r y i n g  le v e l s  of p r o d u c t  a n d  p a r t s  d i s t r i b u t i o n  
s o p h i s t i c a t i o n ,  a n d  v a r y i n g  le v e l s  of r e a s o n a b l e  c o n s u m e r  e x p e c­
tat i o n s ,  that it s h o u l d  b e  s e l f  e v i d e n t  that n o  one C'et o f  n u m b e r s  
c o u l d  b e  r e a s o n a b l e  for all v e h i c l e s .  M o r e o v e r ,  ev.ru f o r  a 
s i n g l e ,  r e l a t i v e l y  s i m p l e  v e h i c l e  mo d e l ,  f a v o r e d  w i t h  a c o m p r e h e n­
sive, s o p h i s t i c a t e d  p r o d u c t  s e r v i c e  a n d  r e p l a c e m e n t  p a r t s  n e t w o r k ,  
a n d  w i t h  r e a s o n a b l y  m o d e s t  c o n s u m e r  e x p e c t a t i o n s  b e c a u s e  o f  its 
l o w  p r i c e ,  that v e h i c l e  w i l l  h a v e  some 1 7 , 0 0 0  p a r t s  a n d  m a n y  dif- 
e r e n t  c o m p o n e n t s  a n d  s y stems. No one n u m b e r  can p o s s i b l y  
b e  u s e d  as a " r e a s o n a b l e "  s t a n d a r d  for r e p a i r  a t t e m p t s  for 
al l  p o s s i b l e  m e c h a n i c a l  p r o b l e m s  w i t h  that veh i c l e .  Some 
d e f e c t s  are so o b v i o u s  that two r e p a i r  a t t e m p t s  are too m a ny; 
s o m e  so s u b t l e  th a t  f i v e  r e p a i r  a t t e m p t s  are n o t  u n r e a s o n a b l e .

It is the g r e a t  a d v a n t a g e  01 the e x i s t i n g  U C C  s y s t e m  that e a c h  
c a s e  is d e c i d e d  o n  its o w n  m e r i t s  w i t h o u t  the i n t e r v e n t i o n  of 
a r b i t r a r y  sta n d a r d s .

In a d d i t i o n  to u n n e c e s s a r i l y  c o m p l i c a t i n g  e x i s t i n g  r e a s o n a b l e  
r e m e d i e s ,  the b i l l  w o u l d  b e  c o u n t e r - p r o d u c t i v e  in s e v e r a l  r e s p e c t s .  
A m o n g  t h e m  are:

(1) U n r e a l i s t i c  i n c r e a s e d  c o n s u m e r  e x p e c t a t i o n s .  As s i m p l e
b u t  l i t t l e  k n o w n  as the UCC r e m e d y  - and its a v a i l a b i l i t y  t h r o u g h  
the c o u r t s  a n d  i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o c e s s  - is to 
c o n s u m e r s ,  this c o m p l e x  b i l l  is su r e  to be  m i s u n d e r s t o o d  b y  t h e m  
to g u a r a n t e e  t h e m  g r e a t e r  r i g h t s  than it does. T h e  i n e v i t a b l e  
r e s u l t  w i l l  b e  c o n s u m e r  d i s a p p o i n t m e n t  w i t h  the m o t o r  v e h i c l e  
i n d u s t r y  and the law, i n c l u d i n g  the w a y  it is w r i t t e n ,  i m p l e m e n t e d  
and i n t e r p r e t e d .  C o n s u m e r s  w i l l  b e c o m e  e v e r  m o r e  c y n i c a l  a b o u t  
a l l  o f  us, i n d u s t r y  a n d  g o v e r n m e n t .

(2) I n c r e a s e d  l i t i g a t i o n . E x p e r i e n c e  t e a c h e s  us th a t  any 
" c o n s u m e r "  l e g i s l a t i o n  l eads to m o r e  l i t i g a t i o n .  B e c a u s e  of the 
i n c r e a s e d  c o n s u m e r  e x p e c t a t i o n s  d i s c u s s e d  above, t h e r e  w i l l  be 
m o r e  d i s p u t e s  t h a n  u s u a l  o v e r  v e h i c l e  s e r v i c e  and w a r r a n t i e  
l e a d i n g  to m o r e  litig a t i o n .

(3) R e d u c e d  " g o o d w i l l "  w a r r a n t y  w o r k . E v e r y  m a n u f a c t u r e r  
a p p r o v e s  some g o o d w i l l "  w a r r a n t y  w o r k -, that i s , p a y m e n t  for 
s e r v i c e  n o t  c o v e r e d  b y  the w a r r a n t y  b u t  done in axi e f f o r t  to
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m a i n t a i n  the c o n s u m e r ' s  g o o d w i l l .  T y p i c a l  a r e  e x a m i n a t i o n s  a n d  
a d j u s t m e n t s  in r e s p o n s e  to c o n s u m e r  c o m p l a i n t s  t h a t  the f u e l  
e c o n o m y  of the v e h i c l e  is n o t  as g r e a t  as e x p e c t e d .  H o w e v e r ,  
u n d e r  this bill, such g o o d w i l l  s e r v i c e  m i g h t  c o u n t  as o n e  o f  fo u r  
r e p a i r  a t t e m p t s .  T h e r e f o r e ,  the w a r r a n t o r  w i l l  b e  less l i k e l y  
to g o  b e y o n d  t h e  p r e c i s e  l a n g u a g e  o f  the w a r r a n t y  s t r i c t l y  as a 
m a t t e r  of d e f e n s e  a g a i n s t  p o s s i b l e  f u t u r e  claims.

(4) I n c r e a s e d  d e a l e r  d i s p u t e s .  J u s t  as t h e  b i l l  w i l l  s u r e l y  
i n c r e a s e  c o n s u m e r  d i s p u t e s , so a l s o  w i l l  it c a u s e  m o r e  d e a l e r  
d i s p u t e s .  F e w e r  " g o o d w i l l "  w a r r a n t y  a p p r o v a l s  w i l l  m e a n  the 
d e a l e r  w i l l  h a v e  to c h a r g e  t h e  c o n s u m e r  - a s u r e  s o u r c e  of c o n f l i c t .  
On t h e  o t h e r  s i d e  of t h e  d e a l e r ' s  b u s i n e s s ,  c o n s u m e r  c l a i m s  
a g a i n s t  the m a n u f a c t u r e r  are su r e  to b r i n g  the d e a l e r  i n t o  m a n y
of t h e  d i s p u t e s  o n  a " c l a i m  o ver" b a s i s  (e.g., w e r e  the r e ­
p e a t e d  r e p a i r  a t t e m p t s  the r e s u l t  of  i n a d e q u a t e  d e a l e r  . e p a i r s ?

(5) I n c r e a s e  c o s t s  - f o r  e v e r y o n e .  T h e  b i l l  w o u l d  n e c e s s i t a t e  
the c r e a t i o n  a n d  m a i n t e n a n c e  or r e c o r d s  n o t  n o w  kept, e.g., 
n u m b e r  of r e p a i r  a t t e mpts, m o r e  d e t a i l e d  e x p l a n a t i o n  of  the n o n -  
c o n f o r m i c y  i n v o l v e d ,  n u m b e r s  of  days the v e h i c l e  is out of 
s e r v i c e  for repa i r .  T h i s  i n f o r m a t i o n  is d i f f i c u l t  to a s s e m b l e  
fr o m  o n e  dealer, but w h e r e  m u l t i p l e  d e a l e r s  are i n v o l v e d ,  as 
w h e r e  the c o n s u m e r  goes to a s e c o n d  d e a l e r  w h e n  d i s s a t i s f i e d  w i t h  
Che r e s u l t s  f r o m  the first, the d i f f i c u l t i e s  go u p  g e o m e t r i c a l l y .  
D e a l e r  a n d  m a n u f a c t u r e r  l i t i g a t i o n  c o s t s  w i l l  a l s o  go up. A l l  
these c osts e v e n t u a l l y  f i n d  t h e i r  w a y  i n t o  the p r i c e  o f  the p r o d u c t  
to b e  b o r n e  b y  the consumer.

F i n a l l y ,  w e  s u b m i t  that the bill, e v e n  if it w e r e  a p p r o p r i a t e  in 
b a s i s  a n d  co n c e p t ,  is i n a r t f u l l y  d r a f t e d  c r e a t i n g  a m b i g u o u s ,  
u n f a i r ,  and u n i n t e n d e d  r e s u l t s .  F o r  e x a m p l e ,  the p r o v i s i o n  on 
i n f o r m a l  d i s p u t e  r e s o l u t i o n  p r o c e s s e s  w o u l d  s e r i o u s l y  d a m a g e  the 
u t i l i t y  of the d e a l e r  e s t a b l i s h e d  A U T O C A P  p r o g r a m s  u t i l i z e d  b y  
all s i x t e e n  A I A  M e m b e r s  a n d  A m e r i c a n  M o t o r  C o r p o r a t i o n  to 
r e s o l v e  c o n s u m e r  w a r r a n t y  d i s p u t e s .  T h e  b i l l  w o u l d  a p p a r e n t l y  
cull o u t  A U T O C A P s  fr o m  the " a c c e p t e d "  i n f o r m a l  d i s p u t e  r e s o l u t i o n  
p r o c e s s e s  d e s p i t e  t h e i r  p r o v e n  w o r t h  and s t a t u s  as the m o s t  
w i d e l y  u s e d  s u c h  p r o c e s s  in the m o t o r  v e h i c l e  i n d u s t r y .  This 
is b u t  one e x a m p l e  of s e v e r a l  s u c h  a n o m o l i e s .



A I A  s t a n d s  r e a d y  to d i s c u s s  w i t h  y o u  or a n y  m e m b e r  o f  y o u r  
s t a f f  the s p e c i f i c  p r o b l e m s  p o s e d  b y  H-344. P l e a s e  c o n t a c t  
m e  or  D i a n e  D e P o u l d ,  Esq., A I A ' s  G e n e r a l  C o u n s e l  at y o u r  
c o n v e n i e n c e .

R e s p e c t f u l l y  s u b m i t t e d ,

A U T O M O B I L E  I M P O R T E R S  O F  A M E R I C A ,  INC.

G e o r g e  C. N i e l d  
P r e s i d e n t

G C N :ab
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Mr. Jeff Barry, Professional A i d  

H o u s e  La b o r  and Commerce Committee 

Pouch V

J u n e a u  A K  99810

Re: House B i l l  344

D e a r  Jeff:

As a result of our conversation on Tuesday, A p r i l  26, I am sending 

y o u  this letter outlining our concerns with HB 344, the lemon car bill, 

as it is presently drafted. As I indicated, one of the things w e  like 

to do if at all possible is to keep uniformity and consistency from one 

state to the other, if in fact the respective state legislature is 

desirous of passing such a bill.

On page 1, line 12 in Section 45.45.300, w e  w o u l d  like to see the 

w orJs "in writing" between "nonconformity" and "to the." In addition, 

on line 13 following the word "manufacturer" remove the language through 

line 14. The reason is that if the manufacturer has the responsibility 

of buying the vehicle b a c k  or refunding the consumer his money, it is 

important that w e  be aware of the fact there is a nonconformity of the 

vehicle. The only way w e  can achieve this is by h aving the consumer pro­

vide us in w r i t i n g  the fact that h e  is w i l l i n g  to pursue the third party 

settlement procedure as outlined in ( h ) , page 3. If the consumer notifies 

the distributor, agent or dealer, the likelihood of the manufacturer 

receiving such communication is remote, plus the fact there could b e  a 

significant time lapse.

As far as including the terms "distributor, agent or dealer" in the 

rest of the language throughout the bill, that does not create a problem.

On pa g e  1, line 26, we w o u l d  like to see the w o r d  "comparable" inserted 

b e t ween "new" and "motor vehicle." This wo u l d  allow for us to try to wo r k  
out with the consumer a replacement vehicle as close as possible b u t  perhaps 

not exactly like the one he previously had due to its unavailability. A 

p r o blem in this area could occur particularly if the consumer buys the vehicle 

late in the model year.

TWX NO. V10 -8 2 2 -9 2 4 5  AUTOMAKERS WSH.



Mr. Jeff Barry - 2 - May 3, 1983

On page 1, line 27, we w o u l d  like to see the words "excluding interest" 

inserted after "collateral charges." W e  hav e  no p r o b l e m  refunding the full 

p urchase pr i c e  plus any taxes or license or other fees, b u t  w e  don't like to 

include interest, as that is the individual's choice as to h o w  h e  purchases 

the v e h icle and as to wha t  interest rate h e  pays.

On pag e  2, line 15, include the wo r d  "business" b e t w e e n  the wo r d s  "more" 

and "days." The rationale b ehind this is that 30 or more business days in 

fact gives the dealer or manufacturer about one-third more time to find and 

correct the difficulty. Generally there are about 22 w o r k i n g  days in a 

month and w i t h  "business" days it does allow us some additional time for a 

serious problem.

Sections (e) and (f) on page 2 are new sections which I h a v e  not seen 

in any other state's repair/replace bill. Section ( e ) , relating to the 

unsafe defect, seems overly restrictive in reducing the repair/replace 

time to 14 days. Section i (3) talks about "substantially impairs use and 

value," w h i c h  could in fact relate to the safety of the vehicle, but in 

addition to that, w h o  would make the determination of w h e t h e r  or not it 

is unsafe? Regarding section ( f ) , the remedy is already provided in section

(b) of the bil l  which would require the manufacturer to comply with the 

decision of the third party mechanism, therefore making section (f) unneces­

sary. Also, there has been a general practice throughout the industry 

w h e r e i n  the third party settlement procedure is b i n ding on the manufacturer 

and h e  must comply w i t h  the decision, or the consumer can pursue his case 

in court.

On page 3, line 3, ( h), w e  would like to hav e  the w o r d  "substantially" 

inserted b e t w e e n  "that" and "complies." The rationale is that the Federal 

T r a d e  Commission regulations under Part 703 are voluminous and in fact the 

settlement procedure is not binding on either party, but in practice we 

consider it to be b i n ding on us. Additionally, there are many paperwork 

procedures in those federal regulations which don't really add to the benefit 

of the consumer, but are "make work" for the informal dispute settlement 

procedure mechanism. Therefore, including the wor d  "substantially" b efore 

"complies" means that the program must basically meet all the provisions 

but not to the letter.

The intent of this legislation in the other states is to try to prevent 

the p r o blem from ending up in court where the consumer has to spend time and 

money in order to have his problem resolved. The industry in fact has 

voluntarily embarked on this type of program some four years ago and it 

appears to b e  working out pretty well on a voluntary basis. Again, this is 

designed to resolve the consumer's problem in a quick and expeditious way 

but still does not preclude them from going to court if in fact they are not 

satisfied w i t h  the third party dispute procedure's decision.
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J. w i l l  give y o u  a call after y o u  have h a d  a chance to look this over 
and we can discuss it further at that time.

T h a n k  y ou ve r y  much for you r  consideration.

S i n c e r e l y ,

(j U m .

James W. A ustin 

P ublic Affairs Manager 

Pa c ific Coast Region

JWA/eb
cc: Mr. Dugally, Ford M o t o r  Company

Mr. Ridgeway, General Motors Corporation


