
1 2

6395
F I L E S

S E N A T 2  L A B O R  &  C O M M ER C E



Senator Pat Rodey
Page 7
April 7.5, 1989

S e c t i o n  43 (AS 1 0 . 0 6 . 4 7 0 ( a ) ) .  Sec. AO o f  S B  20A. C o o r d i -
n a t e s  s u b s e c t i o n  w i t h  n e w  l a n g u a g e  o f  A S  1 0 . 0 6 . A 5 3 ( a ) .

S e c t i o n  AA (AS 10.06 . A (b)); Sec. Al o f  S B  20A. A l l o w s  a
c o r p o r a t i o n  to e s t a b l i s h  in i t s  b y l a w s  t h e  m a c h i n e r y  f o r
h o l d i n g  a s p e c i a l  b o a r d  m e e t i n g  o r  a m e e t i n g  o f  a c o m m i t t e e  
d e s i g n a t e d  b y  t h e  b o a r d .  S h o r t e n s  t h e  g e n e r a l  p r o v i s i o n  
r e l a t i n g  to t h e  m i n i m u m  r e q u i r e d  w r i t t e n  n o t i c e  o f  t h e  m e e t ­
i n g  f r o m  20 to 10 d a y s  a n d  n o t i c e  b y  o t h e r  l i s t e d  m e a n s  f r o m  
72 to 2A h o u r s .  T h e  g e n e r a l  r e q u i r e m e n t  t h a t  n o t i c e  o f  a 
s p e c i a l  m e e t i n g  m u s t  d i s c l o s e  t h e  p r o p o s e d  a g e n d a  is m a d e  
s u b j e c t  to b y l a w  p r o v i s i o n s .

S e c t i o n  A5 (AS 1 0 . 0 6 . A 8 3 ( d ) ). Sec. A2 o f  S B  20A. C o r r e c t s
a c i t a t i o n .  D e l e t e s  t h e  r e f e r e n c e  to " s h a r e  c e r t i f i c a t e s "  
b e c a u s e  t h e y  a r e  c o v e r e d  b y  a n o t h e r  s e c t i o n  a n d  t h e r e  w a s  a 
c o n f l i c t .

S e c t i o n  A6 (AS 1.0 . 06 . A 8 3  ( e ) ). Sec. A3 o f  S B  20 A. A l l o w s  
o f f i c e r s  a l i m i t i d  r i g h t  to r e l y  o n  l e g a l  c o u n s e l  a n d  p u b l i c  
a c c o u n t a n t s .

S e c t i o n  A7 (AS 1 0 . 0 6 . 4 8 3 ( f ) - ( g ) ). Sec. AA o f  S B  20A. F o l ­
l o w s  t h e  s u g g e s t i o n  o f  t h e  A L I  S t a t e m e n t  o n  C o r p o r a t e  G o v e r ­
n a n c e  a n d  a r t i c u l a t e s  t h e  b u s i n e s s  j u d g m e n t  d e f e n s e  f o r  o f ­

f i c e r s .  In o  j u r i s d i c t i o n  h a s ,  to t h i s  p o i n t ,  e v e r  a t t e m p t e d  
a s t a t u t o r y  f o r m u l a t i o n  o f  t h e  b u s i n e s s  j u d g m e n t  r u l e .  T h e  
r e a d e r  is r e f e r r e d  to t h e  o f f i c i a l  c o m m e n t s  o f  t h e  A L I  s t a t e ­
m e n t  f o r  a f u l l e r  u n d e r s t a n d i n g  o f  t h e  r e l a t i o n s h i p  b e t w e e n  
t h e  d u t i e s  o f  c a r e  a n d  l o y a l t y  a n d  t h e  b u s i n e s s  j u d g m e n t  
r u l e .

S e c t i o n  A8 (AS 1 0 . 0 6 . 5 7 6 ( f ) ) .  Sec. A5 o f  S B  20A. C o o r d i -  
n a t e s  s u b s e c t i o n  w i t h  n e w  a b i l i t y  to i s s u e  c e r t i f i c a t e l e s s  
s h a r e s .

S e c t i o n  A9 (AS 1 0 . 0 6 . 5 7 6 ( g ) ) .  Sec. A6 o f  SB 2 0 A . C o o r d i -  
n a t e s  s u b s e c t i o n  w i t h  n e w  a b i l i t y  t o  i s s u e  c e r t i f i c a t e l e s s  
s h a r e s .

S e c t i o n  51 (AS 1 0 . 0 6 . 5 7 8 ( c ) ) .  Sec. A7 o f  SB 20A. C o o r d i -  
n a t e s  s u b s e c t i o n  w i t h  n e w  a b i l i t y  to i s s u e  c e r t i f i c a t e l e s s  
s h a r e s .

S e c t i o n  51 (AS 1 0 . 0 6 . 5 8 0 ( f ) ) .  Sec. A8 o f  S B  20A. C o o r d i -  
n a t e s  s u b s e c t i o n  w i t h  n e w  a b i l i t y  to i s s u e  c e r t i f i c a t e l e s s  
s h a r e s .
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Section 52 (AS 10.06.605(b)). Sec. A 9 of SB 20A. In addi­
tion to technical changes, indicates that a corporation may 
dissolve if one of the three listed situations occurs.

Section 53 (AS 10.06.628(d)). Sec. 50 of SB 20A. Coordi-
nates subsection with changes to AS 10.06.A 2 5 ( d ) .

Section 5A (AS 10.06.630(e)). Sec. 51 of SB 20A. Coordi-
nates subsection with changes to AS 10.06.A25 ( e ) .

Section 55 (AS 10.06.633(a)). Sec. 52 of SB 20A. Allows
the commissioner to dissolve a corporation if the corpo­
ration is delinquent six months in paying its biennial c o r­
poration tax. Deletes paragraph (8) since AS 10.06.155 
(registration of agent by nonresident with controlling in­
terest) is repealed by sec. 61 of the bill.

Section 56 (AS 10.06.828). Sec. 53 of SB 20A. Makes an 
application for a certificate of authority or any other ap­
plication subject to a filing fee.

Section 57 (AS 10.06.855). Sec. 5A of SB 20A. Requires 
that fees and charges provided for in AS 10.06 be paid in 
a d v a n c e .

Section 58 (AS 10.06.960). Same as sec. 55 of SB 20A, ex­
cept corrects citation. Updates the citation for the Alaska 
Native Claims Settlement Act.

Section 59 (AS 10.06.960(e)- ig)). An altered version of 
s e c . 56 of SB 2 0 A . Adds a new subsec. (f). Makes SB 20A's 
subsec. (f) now (g). Grants the boards of native corpo­
rations the authority to amend their articles without the 
necessity of a vote of ohe shares if the purpose is to bring 
the articles into conformity with federal law. Defines 
"act" for the section. States that a native corporation is 
governed by ANCSA (A3 U.S.C. 1601 - 1629e) to the extent the 
act is inconsistent with AS 10.06, authorizes the corpo­
ration to take any action, including amendments of its arti­
cles, authorized by ANCSA, and considers the action approved 
and adopted if approved under ANCSA. States that an amend­
ment approved under ANCSA and delivered to the commissioner 
under AS 10.06.512 shall be filed by the commissioner under 
AS 10.06.910, and a certificate of amendment issued.

Section 60 (AS 10.06.990(12)). Same as sec. 57 of SB 2 0 A . 
Deletes the term "controlling interest" since it is not used 
in AS 10.06.
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S e c t i o n  61 (AS 1 0 . 0 6 . 9 9 0 ( 4 7 ) ) .  S a m e  as sec. 58 o f  SB 204. 
D e f i n e s  " e n t i r e  b o a r d T' f o r  t h e  c h a p t e r .

S e c t i o n  62. A  n e w  s e c t i o n .  A u t h o r i z e s  a n a t i v e  c o r p o ­
r a t i o n ,  u n d e r  c e r t a i n  c o n d i t i o n s  a n d  a f t e r  t h e  e f f e c t i v e  
d a t e  o f  t h e  c o r p o r a t i o n s  c o d e ,  to c o n t i n u e  to e l e c t  i t s  d i ­
r e c t o r s  i n  t h e  c l a s s e s  a n d  f o r  t h e  t e r m s  p r o v i d e d  u n d e r  its 
b y l a w s ,  n o t w i t h s t a n d i n g  c e r t a i n  s e c t i o n s  o f  A S  10.06. W i t h ­
d r a w s  t h i s  a u t h o r i z a t i o n  i f  t h e  c o r p o r a t i o n  m o d i f i e s  o r  e l i m ­
i n a t e s  its b y l a w  p r o v i s i o n s  o n  t h e  c l a s s i f i c a t i o n  a n d  t e r m s  
o f  its d i r e c t o r s .

S e c t i o n  63 (AS 1 0 . 0 6 . 1 5 5 ) .  A n  a l t e r e d  v e r s i o n  o f  sec. 59 o f  
SB 204. A d d s  t w o  a d d i t i o n a l  i t e m s  to b e  r e p e a l e d :  A S  10.-
0 6 . 2 1 0 ( 1 ) (L) a n d  A S  1 0 . 0 6 . 2 3 0 ( b ) .  R e p e a l s  A S  1 0 . 0 6 . 1 5 5  
( " R e g i s t r a t i o n  o f  a g e n t  b y  n o n - r e s i d e n t  w i t h  c o n t r o l l i n g  

i n t e r e s t " ) ,  1 0 . 0 6 . 2 1 0 ( 1 ) (L), a n d  1 0 . 0 6 . 2 3 0 ( b ) .  A S  1 0 . 0 6 . -  
2 1 0 ( 1 ) (L) is r e p e a l e d  b e c a u s e  it is n o t  c o n s i s t e n t  w i t h  t h e  
c h a n g e s  m a d e  i n  sec. 37. A S  1 0 . 0 6 . 2 3 0 ( b )  is i n c o n s i s t e n t  
w i t h  t h e  c h a n g e s  m a d e  in t h e  b i l l  r e g a r d i n g  t h e  n u m b e r  o f  
d i r e c t o r s .

S e c t i o n  64 g i v e s  t h e  b i l l  a n  e f f e c t i v e  date.

T L B : k b  
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I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to c o r p o r a t i o n s ;  a n d  p r o v i d i n g  f o r

a n  e f f e c t i v e  d a t e . "

8 ! B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :
l!

9 1| * S e c t i o n  1. A S  1 0 . 0 6 . 0 1 0  is a m e n d e d  to r e a d :
|l
i'

1 0 1! Sec. 1 0 . 0 6 . 0 1 0 .  G E N E R A L  P O W E R S .  S u b j e c t  to t h e  l i m i t a t i o n s  in

11 j| i t s  a r t i c l e s  o f  i n c o r p o r a t i o n ,  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  a n d
|i

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

13; p e r s o n  i n  c a r r y i n g  o u t  i t s  b u s i n e s s  a c t i v i t i e s ,  i n c l u d i n g ,  w i t h o u t
I]

14Ji l i m i t a t i o n ,  t h e  p o w e r  to

is I; (1) h a v e  p e r p e t u a l  s u c c e s s i o n  b y  i t s  c o r p o r a t e  n a m e ;

i
16! (2) s u e  a n d  b e  s u e d  i n  i t s  c o r p o r a t e  n a m e ;

17 (3) a d o p t  a c o r p o r a t e  s e a l  a n d  a l t e r  it, a n d  u s e  it b y

1 3 ! h a v i n g  i t  o r  a f a c s i m i l e  o f  it i m p r e s s e d ,  a f f i x e d ^  o r  r e p r o d u c e d ;
ji

19' (4) b u y ,  t a k e ,  r e c e i v e ,  l e a s e ,  o r  o t h e r w i s e  a c q u i r e ,  own,
I

20 j h o l d ,  i m p r o v e ,  u s e ,  a n d  o t h e r w i s e  d e a l  in, r e a l  o r  p e r s o n a l  p r o p e r t yj
21 ! o r  a n  i n t e r e s t  i n  t h e  p r o p e r t y ,  w h e r e v e r  s i t u a t e d ;

i
221| (5) s e l l ,  c o n v e y ,  m o r t g a g e ,  p l e d g e ,  l e a s e ,  e x c h a n g e ,  t r a n s -

23' fer, a n d  o t h e r w i s e  d i s p o s e  o f  a l l  o r  a p a r t  o f  i t s  p r o p e r t y  a n d  a s -
|j

24 i s e t s ;

25 (6)- l e n d  m o n e y , i f  p r o p e r l y  a p p r o v e d ,  to i t s  e m p l o y e e s ^

26 !j [AND, I F  P R O P E R L Y  A P P R O V E D ,  T O  ITS] o f f i c e r s ^  a n d  d i r e c t o r s ,  a n d

!
27:, o t h e r w i s e  a s s i s t  its e m p l o y e e s ,  o f f i c e r s ,  a n d  d i r e c t o r s ;

23i! (7) b u y ,  t a k e ,  r e c e i v e ,  s u b s c r i b e  for, o r  o t h e r w i s e  a c -
i!

2 0 q u i r e ,  o w n ,  h o l d ,  v o t e ,  u s e ,  e m p l o y ,  s e l l ,  m o r t g a g e ,  l e n d ,  p l e d g e ,  o r
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o t h e r w i s e  d i s p o s e  of, a n d  o t h e r w i s e  u s e  a n d  d e a l  i n  s h a r e s  o r  o t h e r  

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

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

r e c t  o b l i g a t i o n s  o f  t h e  U n i t e d  S t a t e s  o r  o f  a n y  o t h e r  g o v e r n m e n t ,  

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

m e n t a l i t y  o f  t h e s e ;

(8) m a k e  c o n t r a c t s  a n d  g u a r a n t e e s , i n c u r  l i a b i l i t i e s ,

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

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

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

i n c o m e ;

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

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

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

(10) c o n d u c t  b u s i n e s s ,  c a r r y  o n  o p e r a t i o n s ,  a n d  h a v e  o f f i c e s  

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

d i s t r i c t ,  o r  p o s s e s s i o n  o f  t h e  U n i t e d  S t a t e s ,  c r  i n  a f o r e i g n  c o u n t r y ;

(11) e l e c t  o r  a p p o i n t  o f f i c e r s  a n d  a g e n t s  o f  t h e  c o r p o r a t i o n  

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

(12) m a k e  a n d  a l t e r  b y l a w s  n o t  i n c o n s i s t e n t  w i t h  i t s  a r t i ­

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

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

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

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

a c t i v i t i e s ;

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

U n i t e d  S t a t e s  i n  t h e  p r o s e c u t i o n  o f  t h e  w a r ;

(15) p a y  p e n s i o n s  a n d  e s t a b l i s h  p e n s i o n  p l a n s ,  p e n s i o n  

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

(16) c e a s e  i t s  c o r p o r a t e  a c t i v i t i e s  a n d  s u r r e n d e r  its c o r p o ­

r a t e  f r a n c h i s e ;

(17) h a v e  a n d  e x e r c i s e  t h e  p o w e r s  o f  a l i m i t e d  o r  g e n e r a l  

p a r t n e r  [ P A R T N E R S H I P ]  o r  a j o i n t  v e n t u r e r  [ A D V E N T U R E R ]  i n  a s s o c i a t i o n  

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

(18) h a v e  a n d  e x e r c i s e  a l l  p o w e r s  n e c e s s a r y  o r  c o n v e n i e n t  to 

c a r r y  o u t  t h e  p u r p o s e s  f o r  w h i c h  t h e  c o r p o r a t i o n  is o r g a n i z e d .

* Se c .  2. A S  1 0 . 0 6 . 0 2 0  is a m e n d e d  to r e a d :

Sec. 1 0 . 0 6 . 0 2 0 .  L I M I T A T I O N S  O N  A U T H O R I T Y  O F  C O R P O R A T E  A G E N T S .  A  

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

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

i m p l i e d  b y  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 , ]  b y l a w s ,  b y  [OR] a c t i o n  o f  

t h e  b o a r d ,  [OR] b y  A S  1 0 . 0 6 . 6 0 5  - 1 0 . 0 6 . 6 7 8 ^  [OR] 1 0 . 0 6 . 7 0 5  - 1 0 . 0 6 . -  

788_j_ o r  b y  a s h a r e h o l d e r s '  a g r e e m e n t  m a y  n o t  b e  a s s e r t e d  as b e t w e e n  

.the c o r p o r a t i o n  o r  a  s h a r e h o l d e r  a n d  a t h i r d  p e r s o n ,  e x c e p t  i n  a 

p r o c e e d i n g

(1) b y  a s h a r e h o l d e r  o r  t h e  s t a t e  to ei.-join t h e  d o i n g  o r  

c o n t i n u a n c e  o f  u n a u t h o r i z e d  b u s i n e s s  b y  t h e  c o r p o r a  :ion o r  its o f f i ­

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

u n d e r  A S  1 0 . 0 6 . 0 2 5 ( a ) ;

(2) to d i s s o l v e  t h e  c o r p o r a t i o n ;  o r

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

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

r a t i o n  f o r  v i o l a t i o n  o f  t h e i r  d u t y .

* Sec. 3. A S  1 0 . 0 6 . 0 2 5 ( a )  is a m e n d e d  to r e a d :

(a) A  c o n t r a c t  o r  c o n v e y a n c e  m a d e  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  

t h a t  is a u t h o r i z e d  o r  r a t i f i e d  b y  t h e  b o a r d ,  o r  is d o n e  w i t h i n  t h e  

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

b o a r d ' s  a u t h o r i t y  is l i m i t e d  b y  l a w  [ O T H E R  T H A N  T H I S  C H A P T E R ] ,  b i n d s  

t h e  c o r p o r a t i o n , a n d  the c o r p o r a t i o n  a c q u i r e s  r i g h t s  u n d e r  t h e  c o n ­

tr a c t ,  w h e t h e r  t h e  c o n t r a c t  is e x e c u t e d  o r  is w h o l l y  o r  i n  p a r t  e x e c u -

5! t o r y-

g • * Sec. A. A S  1 0 . 0 6 . 1  0 5 ( c )  is a m e n d e d  to r e a d :
I

7 (c) A  p e r s o n  m a y  n o t  a d o p t  a n a m e  t h a t  c o n t a i n s  t h e  w o r d  " c o r p o -

3 r a t i o n " ,  " i n c o r p o r a t e d " ,  o r  " l i m i t e d " ,  o r  a n  a b b r e v i a t i o n  o f  o n e  o f

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

in p o r a t i o n ,  or, i n  t h e  c a s e  o f  a f o r e i g n  c o r p o r a t i o n ,  a c e r t i f i c a t e  o f

1 1 1 a u t h o r i t y ,  b y  t h e  c o m m i s s i o n e r .  T h i s  s u b s e c t i o n  d o e s  n o t  p r o h i b i t  a

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

j3 ] o f  " l i m i t e d "  i n  i t s  n a m e .

14 * Sec. 5. A S  1 0 . 0 6 . 1 3 0  is a m e n d e d  to r e a d :

55; Sec. 1 0 . 0 6 . 1 3 0 .  U S E  O F  S A M E  O R  D E C E P T I V E L Y  S I M I L A R  N A M E .  I n c o r -

IG p o r a t i o n ,  o b t a i n i n g  a c e r t i f i c a t e  o f  a u t h o r i t y  b y  a f o r e i g n  c o r p o r a -

37 t i o n ,  o r  r e g i s t r a t i o n  [ R E G I S T R A T I O N ]  o f  a c o r p o r a t e  n a m e  g i v e s  t h e

33 e x c l u s i v e  r i g h t  to t h e  u s e  o f  t h e  n a m e .  T h e  p e r s o n  w h o  h a s  i n c o r p o -

;o r a t e d ,  r e c e i v e d  a c e r t i f i c a t e  o f  a u t h o r i t y ,  o r  r e g i s t e r e d  t h e  c o r p o -

20 r a t e  n a m e  u n d e r  t h i s  c h a p t e r  m a y  e n j o i n  t h e  u s e  o f  t h e  s a m e  o r  d e c e p -

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

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

23 * Sec. 6 . A S  1 0 . 0 6 . 2 3 0 ( a )  is a m e n d e d  t o  r e a d :

•’j (a) U n l e s s  a p r o v i s i o n  is c o n t a i n e d  i n  t h e  a r t i c l e s ,  t h e  b y l a w s

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

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

27 t h a n  a s t a t e d  n u m b e r ,  w i t h  t h e  e x a c t  n u m b e r  o f  t h e  d i r e c t o r s  to b e

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

s h a r e h o l d e r s  i n  t h e  m a n n e r  p r o v i d e d  i n  t h e  b y l a w s .  [THE S T A T E D
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11 M A X I M U M  N U M B E R  O F  D I R E C T O R S  M A Y  N O T  B E  G R E A T E R  T H A N  T W O  T I M E S  T H E  

2 S T A T E D  M I N I M U M  N U M B E R  M I N U S  O N E  A N D  T H E  N U M B E R  O F  M I N I M U M  N U M B E R  O F

3 j| D I R E C T O R S  M A Y  N O T  B E  L E S S  T H A N  T H R E E . ]  If t h e  a r t i c l e s  p r o v i d e  f o r

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

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

* Se c .  7. A S  1 0 . 0 6 . 3 4 3  is a m e n d e d  to r e a d :O

7 . Sec. 1 0 . 0 6 . 3 4 3 .  S T O C K  R I G H T S  A N D  O P T I O N S .  S u b j e c t  t o  a p r o -
I!

v i s i o n  i n  i t s  a r t i c l e s ,  a c o r p o r a t i o n  m a y  c r e a t e  a n d  i s s u e ,  w h e t h e r  or
V.
It

10 li

1 4 

15

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

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

n  r i g h t s  o r  o p t i o n s  [ S H A R E S ]  to p u r c h a s e  f r o m  t h e  c o r p o r a t i o n  s h a r e s  o f

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

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

a r t i c l e s ,  m u s t  [SHALL] s e t  o u t  t h e  t e r m s  u p o n  w h i c h ,  t h e  t i m e  w i t h i n

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

1 6. c o r p o r a t i o n  u p o n  t h e  e x e r c i s e  o f  t h e  r i g h t  o r  o p t i o n .  I f  t h e  r i g h t s

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

is: t h e  c o r p o r a t i o n  o r  o f  a s u b s i d i a r y  o f  t h e  c o r p o r a t i o n  a n d  n o t  to t h e

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

>;o a p p r o v a l  o f  t h e  o u t s t a n d i n g  s h a r e s  o r  m u s t  [ S HALL] b e  c o n s i s t e n t  w i t h

2i a p l a n  so a p p r o v e d  o r  r a t i f i e d .  I n  t h e  a b s e n c e  o f  f r a u d  i n  t h e  t r a n s -

72 a c t i o n ,  t h e  j u d g m e n t  o f  t h e  b o a r d  as to t h e  a d e q u a c y  o f  t h e  c o n s i d e r a -

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

3 ; * Sec. 8. A S  1 0 . 0 6 . 3 4 8  is a m e n d e d  to r e a d :

25: Sec. 1 0 . 0 6 . 3 4 8 .  C E R T I F I C A T E S  R E P R E S E N T I N G  S H A R E S .  E x c e p t  as

23 o t h e r w i s e  p r o v i d e d  u n d e r  A S  1 0 . 0 6 . 3 4 9 ,  t h e  [THE] s h a r e s  o f  a c o r p o -

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

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

c o r p o r a t i o n ,  a n d  m a y  b e  s e a l e d  w i t h  t h e  s e a l  o f  the c o r p o r a t i o n  o r  a
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facsimile of the seal. The signatures of the president or vice- 

president and the secretary or assistant secretary upon a certificate 

may be facsimiles if the certificate is countersigned by a transfer 

agent or registered by a registrar, other than the corporation itself 

or an employee of the corporation. If an officer who has signed or 

whose facsimile signature has been placed on the certificate ceases to 

be an officer before the certificate is issued, the certificate may be 

issued by the corporation with the same effect as if the officer were 

an officer at the date of its issue.

* Sec. 9. AS 10.06 is amended by adding a ne w  section to read:

Sec. 10.06.349. SHARES WITHOUT CERTIFICATES. (a) Unless the 

articles or bylaws provide otherwise, the board of directors may 

authorize the issuance without certificates of some or all of the 

corporation's classes or series of shares. The authorization does not 

affect shares that are already represented by certificates until the 

certificates are surrendered to the corporation.

(b) Within a reasonable time after the issuance or transfer of 

shares without certificates, the corporation shall send the share­

holder a written statement giving the information required by AS 10.- 

06.350 to be on certificates, and, if applicable, the information 

required by AS 10.06.424(c) to be disclosed to the shareholder w h en 

there is no certificate.

* Sec. 10. AS 10.06.353 is amended to read:

Sec. 10.06.353. FULL PAYMENT REQUIRED FOR CERTIFICATE. A  share 

with or without a certificate may not be issued [FOR A SHARE] until 

the share is fully paid.

* Sec. 11. AS 10.06.355 is amended to read:

Sec. 10.06.355. ISSUANCE OF FRACTIONAL SHARES OR SCRIP. (a) A

corporation may issue a [CERTIFICATE FOR A] fractional share, and, by 
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a c t i o n  o f  i t s  b o a r d ,  m a y  i s s u e ,  i n s t e a d  o f  a f r a c t i o n a l  c e r t i f i c a t e ,  

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

a [ C E R T I F I C A T E  F O R  A] f u l l  s h a r e  u p o n  t h e  s u r r e n d e r  o f  t h e  s c r i p  

a g g r e g a t i n g  a f u l l  s h a r e .

(b) A  [ C E R T I F I C A T E  F O R  A] f r a c t i o n a l  s h a r e  e n t i t l e s  t h e  h o l d e r  

to e x e r c i s e  v o t i n g  r i g h t s ,  to r e c e i v e  d i v i d e n d s ,  a n d  to p a r t i c i p a t e  i n  

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  i n  the e v e n t  o f  l i q u i d a t i o n .  U n l e s s  

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

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

(c) T h e  b o a r d  m a y  i s s u e  s c r i p  s u b j e c t  to t h e  c o n d i t i o n  t h a t  it 

is v j i d  i f  n o t  e x c h a n g e d  f o r  [ C E R T I F I C A T E S  R E P R E S E N T I N G ]  f u l l  s h a r e s  

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

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

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

o t h e r  c o n d i t i o n s  t h a t  [ W H I C H ]  t h e  b o a r d  c o n s i d e r s  a d v i s a b l e .

Sec. 12. A S  1 0 . 0 6  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. 1 0 . 0 6 . 3 5 6 .  S H A R E S  H E L D  B Y  N O M I N E E S .  ( .) A  c o r p o r a t i o n  m a y  

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

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

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

(b) T h e  p r o c e d u r e  m a y  s e t  o u t

(1) t h e  t y p e s  o f  n o m i n e e s  to w h o m  it a p p l i e s ;

(2) t h e  r i g h t s  o r  p r i v i l e g e s  t h a t  t h e  c o r p o r a t i o n  r e c o g ­

n i z e s  i n  a b e n e f i c i a l  o w n e r ;

(3) t h e  m a n n e r  i n  w h i c h  t h e  p r o c e d u r e  is s e l e c t e d  b y  t h e

n o m i n e e ;

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

d u r e  is s e l e c t e d ;
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(5) t h e  p e r i o d  w h e n  s e l e c t i o n  o f  t h e  p r o c e d u r e  is e f f e c ­

t i v e ;  a n d

(6) o t h e r  a s p e c t s  o f  t h e  r i g h t s  a n d  d u t i e s  c r e a t e d .

* Se c .  13. A S  1 0 . 0 6 . 3 5 8 ( c )  is a m e n d e d  t o  r e a d :
I
I

(c) F o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  the a m o u n t  o f  a d i s t r i b u -
i

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

a t  w h i c h  t h e  p r o p e r t y  is c a r r i e d  o n  t h e  c o r p o r a t i o n ' s  f i n a n c i a l  s t a t e ­

m e n t s  i n  a c c o r d a n c e  w i t h  t h i s  s e c t i o n  [ 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 ]„

* Se c .  14. A S  1 0 . 0 6 . 3 5 8 ( d )  is a m e n d e d  t o  r e a d :

(d) O n l y  a c o r p o r a t i o n  t h a t  c l a s s i f i e s  i t s  a s s e t s  as c u r r e n t  

a s s e t s  a n d  f i x e d  a s s e t s  i n  a c c o r d a n c e  w i t h  t h i s  s e c t i o n  [ U N D E R  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 ]  is g o v e r n e d  b y  ( a ) ( 2 ) ( B )  o f  

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

* Se c .  15. A S  1 0 . 0 6 . 3 5 8  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to r e a d :

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

b a s e  a d e t e r m i n a t i o n  t h a t  a d i s t r i b u t i o n  is n o t  p r o h i b i t e d  e i t h e r  o n  

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

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

(f) F i n a n c i a l  s t a t e m e n t s  a n d  d e t e r m i n a t i o n s  p r e p a r e d  o r  a r r i v e d  

a t  i n  a c c o r d a n c e  w i t h  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  a r e  

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

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

b e  p r o v e d  b y  t h e  c o r p o r a t i o n .

* Sec. 16. A S  1 0 . 0 6 . 3 6 0  is a m e n d e d  to r e a d :

Sec. 1 0 . 0 6 . 3 6 0 .  P R O H I B I T E D  D I S T R I B U T I O N ;  I N A B I L I T Y  T O  M E E T

M A T U R I N G  D E B T S  A N D  L I A B I L I T I E S .  A  c o r p o r a t i o n  o r  s u b s i d i a r y  o f  a

c o r p o r a t i o n  m a y  n o t  m a k e  a d i s t r i b u t i o n  to the c o r p o r a t i o n ' s  
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s h a r e h o l d e r s  i f  t h e  c o r p o r a t i o n  o r  t h e  s u b s i d i a r y  m a k i n g  t h e  d i s t r i ­

b u t i o n  is, o r  as a r e s u l t  o f  t h e  d i s t r i b u t i o n  w o u l d  be, [ L I K E L Y  T O  BE] 

u n a b l e  to m e e t  i t s  l i a b i l i t i e s  as t h e y  m a t u r e .

* Sec. 17. A S  1 0 . 0 6 . 3 8 5 ( b )  is a m e n d e d  to r e a d :

(b) S u b j e c t  to a n y  p r o v i s i o n s  i n  i t s  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  r e s p e c t  to t h e  n o t i c e  r e q u i r e d  f o r  r e d e m p t i o n  o f  s h a r e s ,  t h e  

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

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

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

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

a w e e k  f o r  t w o  s u c c e s s i v e  w e e k s ,  b e g i n n i n g  n o t  e a r l i e r  t h a n  60 n o r  

l a t e r  t h a n  20 d a y s  b e f o r e  t h e  d a t e  f i x e d  f o r  r e d e m p t i o n .  T h e  n o t i c e  o f  

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

(1) t h e  c l a s s  o r  s e r i e s  o f  s h a r e s  o r  p a r t  o f  a n y  c l a s s  o f  

s e r i e s  o f  s h a r e s  to b e  r e d e e m e d ;

(2) t h e  d a t e  f i x e d  f o r  r e d e m p t i o n ;

(3) t h e  r e d e m p t i o n  p r i c e ;  a n d

(4) t h e  p l a c e  a t  w h i c h  t h e  s h a r e h o l d e r s  m a y  o b t a i n  p a y m e n t  

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

c e r t i f i c a t e l e s s  s h a r e s .

* Sec. 18. A S  1 0 . 0 6 . 3 8 5 ( d )  is a m e n d e d  to r e a d :

(d) O n  o r  b e f o r e  t h e  d a t e  f i x e d  f o r  r e d e m p t i o n  o f  r e d e e m a b l e

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

sh a r e s , a n d  a n y  r i g h t  to c o n v e r t  t h e  s h a r e s  t h a t  m a y  e x i s t  a n d  c o n ­

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

* Sec. 19. A S  1 0 . 0 6 . 4 0 5  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :

(d) T h e  f a i l u r e  o f  a c o r p o r a t i o n  to h o l d  a n  a n n u a l  m e e t i n g  at

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

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

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

* Sec. 20. A S  1 0 . 0 6 . 4 1 0  is a m e n d e d  t o  r e a d :  ;
.

Se c .  1 0 . 0 6 . 4 1 0 .  N O T I C E  O F  S H A R E H O L D E R S ' M E E T I N G S .  W r i t t e n  o r  j

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

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

c a l l e d ,  s h a l l  b e  d e l i v e r e d  n o t  l e s s  t h a n  ]_0 [20] o r  m o r e  t h a n  60 d a y s  :
I

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

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

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

t h e  m e e t i n g .  I f  m a i l e d ,  t h e  n o t i c e  is c o n s i d e r e d  d e l i v e r e d  w h e n  

d e p o s i t e d  w i t h  p o s t a g e  p r e p a i d  i n  the U n i t e d  S t a t e s  m a i l  a d d r e s s e d  to

t h e  s h a r e h o l d e r  a t  t h e  a d d r e s s  o f  t h e  s h a r e h o l d e r  as it a p p e a r s  o n  the 
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s t o c k  t r a n s f e r  b o o k s  o f  t h e  c o r p o r a t i o n ,  or, i f  t h e  s h a r e h o l d e r  h a s  

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

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

a t  [ T H E  C O R P O R A T I O N  S H A L L  M A I L  T H E  N O T I C E  TO] t h e  n e w  a d d r e s s .  A n  

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

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

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

t h e  a f f i d a v i t .

* Sec. 21. A S  1 0 . 0 6 . 4 1 3 ( a )  is a m e n d e d  to r e a d :

(a) A t  l e a s t  j_0 [20] d a y s  b e f o r e  e a c h  m e e t i n g  o f  s h a r e h o l d e r s ,

t h e  o f f i c e r  o r  a g e n t  h a v i n g  c h a r g e  o f  t h e  s t o c k  t r a n s f e r  b o o k s  f o r  

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

to v o t e  a t  t h e  m e e t i n g  o r  a n  a d j o u r n m e n t  o f  t h e  m e e t i n g  a r r a n g e d  i n  

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

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

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

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

u s u a l  b u s i n e s s  h o u r s  f o r  a p e r i o d  o f  1_0 [20] d a y s  b e f o r e  t h e  m e e t i n g .  

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

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

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

e v i d e n c e  as to t h e  s h a r e h o l d e r s  w h o  a r e  e n t i t l e d  to e x a m i n e  t h e  l i s t  

o r  t r a n s f e r  b o o k s  o r  to v o t e  at a m e e t i n g  o f  s h a r e h o l d e r s .

* Sec. 22. A S  1 0 . 0 6 . 4 1 3 ( c )  is a m e n d e d  to r e a d :

(c) A n  o f f i c e r  o r  a g e n t  h a v i n g  c h a r g e  o f  t h e  s t o c k  t r a n s f e r

b o o k s  w h o  f a i l s  to p r e p a r e  t h e  l i s t  o f  s h a r e h o l d e r s ,  k e e p  it o n  f i l e  

f o r  a p e r i o d  o f  j_0 [201 d a y s ,  o r  p r o d u c e  a n d  k e e p  it o p e n  f o r  i n s p e c ­

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

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

- 1 1 -  C S S B  2 0 4 (Jud)



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

* Se c .  23. A S  1 0 . 0 6 . 4 1 8 ( b )  is a m e n d e d  t o  r e a d :

(b) A  p r o x y  is n o t  v a l i d  a f t e r  t h e  e x p i r a t i o n  o f  11 m o n t h s  f r o m  

t h e  d a t e  c f  t h e  p r o x y  u n l e s s  it q u a l i f i e s  as a n  i r r e v o c a b l e  p r o x y  

u n d e r  (e) o f  t h i s  s e c t i o n .  A  p r o x y  c o n t i n u e s  in f u l l  f o r c e  a n d  e f f e c t  

u n t i l  r e v o k e d  b y  t h e  p e r s o n  e x e c u t i n g  it, e x c e p t  as p r o v i d e d  i n  t h i s  

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

c o r p o r a t i o n  s t a t i n g  t h a t  t h e  p r o x y  is r e v o k e d ,  b y  a s u b s e q u e n t  p r o x y  

e x e c u t e d  b y  t h e  p e r s o n  e x e c u t i n g  t h e  p r i o r  p r o x y  a n d  d e l i v e r e d  [ P R E­

S E N T E D ]  to t h e  c o r p o r a t i o n  [ M E E T I N G ] , o r  b y  a t t e n d a n c e  a t  t h e  m e e t i n g  

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

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

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

t h e  p r o x i e s  a r e  m a i l e d .

* S e c .  24. A S  1 0 . 0 6 . 4 1 8 ( e )  is a m e n d e d  t o  r e a d :

(e) N o t w i t h s t a n d i n g  (c) o f  t h i s  s e c t i o n ,  a p r o x y  t h a t  s t a t e s  

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

p r o x y  w h e n  it is h e l d  b y  t h e  f o l l o w i n g  o r  a n o m i n e e  o f  t h e  f o l l o w i n g :

(1) a p e r s o n  to w h o m  t h e  s h a r e s  a r e  pledged, f o r  t h e  p e r f o r ­

m a n c e  o f  a n  o b l i g a t i o n  o r  t h e  p a y m e n t  o f  a d e b t  [ P L E D G E E ] ;

(2) a p e r s o n  w h o  h a s  p u r c h a s e d ,  a g r e e d  to p u r c h a s e ,  o r  

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

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

t h e  p r o x y ;

(3) a p e r s o n  w h o  h a s  c o n t r a c t e d  to p e r f o r m  s e r v i c e s  as a n  

e m p l o y e e  o f  t h e  c o r p o r a t i o n ,  i f  a p r o x y  is r e q u i r e d  b y  t h e  c o n t r a c t  of 

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

o f  t h e  c o n t r a c t  o f  e m p l o y m e n t ,  t h e  n a m e  o f  t h e  e m p l o y e e ,  a n d  t h e

p e r i o d  o f  e m p l o y m e n t  c o n t r a c t e d  for;
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(4) a p e r s o n  d e s i g n a t e d  b y  o r  u n d e r  a n  a g r e e m e n t  u n d e r  

A S  1 0 . 0 6 . 4 2 5  [AS 1 0 . 0 6 . 4 2 5 ( b ) ] ;  o r

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

t h e  t r u s t .

* Se c .  25. A S  1 0 . 0 6 . 4 1 8 ( f )  is a m e n d e d  t o  r e a d :

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

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

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

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

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

m e n t  u n d e r  A S  1 0 . 0 6 . 4 2 5  IAS 1 0 . 0 6 . 4 2 5 ( b ) ]  h a s  t e r m i n a t e d ,  o r  t h e  

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

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

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

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

s e c u r e d  b y  it.

* S e c .  26. A S  1 0 . 0 6 . 4 1 8 ( g )  is r e p e a l e d  a n d  r e e n a c t e d  to r e a d :

(g) N o t w i t h s t a n d i n g  a p r o v i s i o n  i n  a p r o x y  t h a t  m a k e s  t h e  p r o x y  

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

t h e  t r a n s f e r e e  k n o w s  a b o u t  t h e  p r o v i s i o n  o r  t h e  p r o x y ,  o r  t h e  i r r e v o ­

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

t h e  s h a r e s .

* Se c .  27. A S  1 0 . 0 6 . 4 2 0 ( e )  is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

(e) E x c e p t  as p r o h i b i t e d  i n  t h i s  s u b s e c t i o n ,  s h a r e s  s t a n d i n g  in 

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

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

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

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

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

- 1 3 -  C S S B  2 0 4 (Jud)



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

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

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

* Sec. 28. A S  1 0 . 0 6 . 4 2 0 (i) is a m e n d e d  to r e a d :

(i) B e g i n n i n g  o n  t h e  d a t e  o n  w h i c h  w r i t t e n  n o t i c e  o f  r e d e m p t i o n  

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

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

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

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

c e r t i f i c a t e s  f o r  t h e  s h a r e s  or t h e  c e r t i f i c a t e l e s s  s h a r e s , t h e  s h a r e s  

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

s h a r e s .

* Sec. 29, A S  1 0 . 0 6  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

S e c .  1 0 . 0 6 . 4 2 1 .  C O R P O R A T I O N 'S A C C E P T A N C E  O F  C E R T A I N  D O C U M E N T S ,

(a) I f  t h e  n a m e  s i g n e d  o n  a v o t e ,  c o n s e n t ,  w a i v e r ,  o r  p r o x y  a p p o i n t ­

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

a c t i n g  i n  g o o d  f a i t h ,  is e n t i t l e d  t o  a c c e p t  t h e  d o c u m e n t  a n d  g i v e  it 

e f f e c t  as t h e  a c t  o f  t h e  s h a r e h o l d e r .

(b) I f  t h e  n a m e  s i g n e d  o n  a d o c u m e n t  d o e s  n o t  c o r r e s p o n d  to t h e  

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

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

a c t  o f  t h e  s h a r e h o l d e r  if

(1) t h e  s h a r e h o l d e r  is a n  e n t i t y  a n d  t h e  n a m e  s i g n e d  p u r ­

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

(2) t h e  n a m e  s i g n e d  p u r p o r t s  to b e  t h a t  o f  a n

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

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

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

to t h e  d o c u m e n t ;
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(3) t h e  n a m e  s i g n e d  p u r p o r t s  t o  b e  t h a t  o f  a r e c e i v e r  o r  

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

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

b e e n  p r e s e n t e d  w i t h  r e s p e c t  to the d o c u m e n t ;

(4) t h e  n a m e  s i g n e d  p u r p o r t s  to b e  t h a t  o f  a p l e d g e e ,  

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

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

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

w i t h  r e s p e c t  to t h e  d o c u m e n t ;

(5) t w o  o r  m o r e  p e r s o n s  a r e  t h e  s h a r e h o l d e r  as c o t e n a n t s  or 

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

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

o f  a l l  t h e  c o o w n e r s .

(c) T h e  c o r p o r a t i o n  is e n t i t l e d  to r e j e c t  a d o c u m e n t  i f  t h e  

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

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

t h e  s i g n a t u r e  o n  t h e  d o c u m e n t  o r  t h e  s i g n a t o r y ' s  a u t h o r i t y  to s i g n  f o r  

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

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

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

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

c o n s e q u e n c e s  o f  t h e  a c c e p t a n c e  o r  r e j e c t i o n .
!
I

(e) C o r p o r a t e  a c t i o n  b a s e d  o n  t h e  a c c e p t a n c e  o r  r e j e c t i o n  o f  a 

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

j u r i s d i c t i o n  d e t e r m i n e s  o t h e r w i s e .

(f) I n  t h i s  s e c t i o n ,  " d o c u m e n t "  m e a n s  v o t e ,  c o n s e n t ,  w a i v e r ,  or 

p r o x y  a p p o i n t m e n t

Sec. 30. A S  1 0 . 0 6  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Se c .  1 0 . 0 6 . 4 2 4 .  S H A R E H O L D E R  A G R E E M E N T S .  (a) T h e  s h a r e h o l d e r s
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o f  a c o r p o r a t i o n  m a y  e n t e r  i n t o  a n  a g r e e m e n t  a m o n g  a l l  t h e  

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

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

(1) m a i n t a i n  t h e  c o r p o r a t i o n ' s  s t a t u s ,  i n c l u d i n g  e l e c t i o n  

o f  S c o r p o r a t i o n  s t a t u s  u n d e r  26 U . S . C .  ( I n t e r n a l  R e v e n u e  C o d e ) ,  w h e n  

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

t h i s  p a r a g r a p h ,  "S c o r p o r a t i o n "  h a s  t h e  m e a n i n g  g i v e n  i n  26 U . S . C .  

1361 ;

(2) p r e s e r v e  e x e m p t i o n s  u n d e r  f e d e r a l  o r  s t a t e  s e c u r i t i e s

l a w s ;

(3) e n s u r e  t h a t  s h a r e h o l d e r s  w i l l  b e  a b l e  t o  c o n t r o l  w h o  

m a y  p a r t i c i p a t e  in t h e  c o r p o r a t i o n ' s  b u s i n e s s ;

(4) e n s u r e  t h a t  s h a r e h o l d e r s  w h o  w i s h  to r e t i r e  w i l l  b e  

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

f a i r s  ;

(5) e n s u r e  t h a t  e s t a t e s  o f  d e c e a s e d  s h a r e h o l d e r s  w i l l  b e  

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

(6) o b l i g a t e  t h e  s h a r e h o l d e r  f i r s t  t o  o f f e r  t o  t h e  c o r p o ­

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

a n  o p p o r t u n i t y  t o  a c q u i r e  t h e  r e s t r i c t e d  s h a r e s ;

(7) o b l i g a t e  t h e  c o r p o r a t i o n  o r  o t h e r  p e r s o n s ,  s e p a r a t e l y ,  

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

(8) r e q u i r e  t h e  c o r p o r a t i o n ,  t h e  h o l d e r  o f  a n y  c l a s s  o f  its 

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

s h a r e s ,  i f  t h e  r e q u i r e m e n t  is n o t  m a n i f e s t l y  u n r e a s o n a b l e ;  a n d

(9) a c c o m p l i s h  a n o t h e r  r e a s o n a b l e  p u r p o s e .

(b) T h e  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 a y  e n t e r  i n t o  an 

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

o f  d i r e c t o r s  a n d  o f f i c e r s .
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(c) T h e  e x i s t e n c e  o f  a s h a r e h o l d e r s '  a g r e e m e n t  t h a t  is c o n s i s ­

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

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

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

p r i n c i p a l  o f f i c e  o f  t h e  c o r p o r a t i o n  a n d  t h a t  t h e  c o r p o r a t i o n  w i l l  

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

w i t h o u t  c h a r g e .  I f  t h e  s h a r e  h a s  b e e n  i s s u e d  u n d e r  A S  1 0 . 0 6 . 3 4 9  

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

s h a r e h o l d e r s '  a g r e e m e n t  s h a l l  b e  s e n t  w i t h i n  a r e a s o n a b l e  t i m e  to t h e  

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

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

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

a r e  n o t  s u b j e c t  to t h e  s h a r e h o l d e r s '  a g r e e m e n t .

(e) A  s h a r e h o l d e r s '  a g r e e m e n t  m a y  n o t  a l t e r  o r  w a i v e  A S  1 0 . 0 6 . -  

350, 1 0 . 0 6 . 3 5 8 ,  1 0 . 0 6 . 3 6 0 ,  1 0 . 0 6 . 4 3 0 ,  1 0 . 0 6 . 4 3 8 ,  1 0 . 0 6 . 5 4 4 ,  1 0 . 0 6 . 5 7 0 ,
;

1 0 . 0 6 . 6 3 3 ,  1 0 . 0 6 . 6 4 8 ,  o r  1 0 . 0 6 . 6 5 3 .
I

(f) I n  t h i s  s e c t i o n ,  " s h a r e s "  i n c l u d e s  a s e c u r i t y  t h a t  is c o n ­

v e r t i b l e  i n t o  s h a r e s  o r  t h a t  c a r r i e s  a r i g h t  to s u b s c r i b e  f o r  or 

a c q u i r e  s h a r e s .

Sec. 31. A S  1 0 . 0 6 . 4 2 5 ( a )  is a m e n d e d  to r e a d :

i
(a) A n y  n u m b e r  o f  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 a y  c r e a t e  a 

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

t h e  r i g h t  to v o t e  o r  o t h e r w i s e  r e p r e s e n t  t h e i r  s h a r e s ,  f o r  a p e r i o d
i

n o t  to e x c e e d  10 y e a r s ,  b y  e n t e r i n g  i n t o  a w r i t t e n  v o t i n g  t r u s t  a g r e e ­

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

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

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

t r u s t e e s  f o r  t h e  p u r p o s e  o f  t h e  a g r e e m e n t .  T h e  t r u s t e e  o r  t r u s t e e s  

s h a l l  k e e p  a r e c o r d  o f  t h e  h o l d e r s  o f  v o t i n g  t r u s t  c e r t i f i c a t e s  e v i -
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1 ;i d e n c i n g  a b e n e f i c i a l  i n t e r e s t  in t h e  v o t i n g  t r u s t ,  g i v i n g  t h e  n a m e s
I

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

31; s h a r e s  f o r  w h i c h  t h e  v o t i n g  t r u s t  c e r t i f i c a t e s  a r e  i s s u e d ,  a n d  s h a l l
i:
It

4 ji d e p o s i t  a c o p y  o f  t h e  r e c o r d  w i t h  t h e  c o r p o r a t i o n  a t  its r e g i s t e r e d

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

•31 d e p o s i t e d  w i t h  t h e  c o r p o r a t i o n  a r e  s u b j e c t  to t h e  s a m e  r i g h t  o f  e x -

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

3 1 o r  a t t o r n e y ,  as a r e  t h e  b o o k s  a n d  r e c o r d s  o f  t h e  c o r p o r a t i o n  u n d e r

A S  1 0 . 0 6 . 4 3 0 ,  a n d  t h e  c o p i e s  o f  t h e  a g r e e m e n t  a n d  t h e  r e c o r d  a r e  

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

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

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

c a b l e  p r o x y  c o m p l y i n g  w i t h  A S  1 0 . 0 6 . 4 1 8 ( e ) .

* Sec. 32. A S  1 0 . 0 6 . 4 2 5 ( b )  is r e p e a l e d  a n d  r e e n a c t e d  to r e a d :

(b) S h a r e h o l d e r s  m a y  e n t e r  i n t o  a v o t i n g  a g r e e m e n t  o r  a n y  o t h e r  

•; a g r e e m e n t  if t h e  a g r e e m e n t  is c o n s i s t e n t  w i t h  t h i s  c h a p t e r .

'? * Sec. 33. A S  1 0 . 0 6 . 4 3 0 ( a )  is a m e n d e d  to read:

- (a) A  c o r p o r a t i o n  o r g a n i z e d  u n d e r  this c h a p t e r  s h a l l  k e e p  c o r - j
;•> r e c t  a n d  c o m p l e t e  b o o k s  a n d  r e c o r d s  o f  a c c o u n t ,  m i n u t e s  o f  p r o c e e d i n g s

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

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

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

b o o k s  a n d  [,] r e c o r d s  o f  a c c o u n t , [AND] m i n u t e s , a n d  t h e  r e c o r d  o f

t

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

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

* Sec. 34. A S  1 0 . 0 6 . 4 3 0 ( b )  is a m e n d e d  to r e a d :  j

(b) A  c o r p o r a t i o n  o r g a n i z e d  u n d e r  this c h a p t e r  s h a l l  m a k e  i t s
i

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

a v a i l a b l e  for i n s p e c t i o n  a n d  c o p y i n g  a t  tbe r e g i s t e r e d  o f f i c e  o r  
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p r i n c i p a l  p l a c e  o f  b u s i n e s s  i n  t h e  s t a t e  [BY T H E  D E P A R T M E N T  OR] b y  a 

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

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

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

ne y ,  a t  a r e a s o n a b l e  t i m e  a n d  f o r  a p r o p e r  p u r p o s e .  O n l y  b o o k s  a n d  

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

c o n n e c t e d  [ R E L E V A N T ]  to t h e  s t a t e d  p u r p o s e  o f  t h e  i n s p e c t i o n  m a y  b e  

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

* Sec. 35. A S  1 0 . 0 6 . 4 3 0 ( c )  is a m e n d e d  t o  r e a d :

(c) A n  o f f i c e r  or a g e n t  w h o ,  o r  a c o r p o r a t i o n  t h a t ,  r e f u s e s  to 

a l l o w  a s h a r e h o l d e r ,  or t h e  a g e n t  o r  a t t o r n e y  o f  t h e  s h a r e h o l d e r ,  to 

e x a m i n e  a n d  m a k e  c o p i e s  f r o m  its b o o k s  a n d  r e c o r d s  [ R E C O R D ]  o f  a c ­

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

l i a b l e  t o  t h e  s h a r e h o l d e r  f o r  a p e n a l t y  i n  t h e  a m o u n t  o f  10 p e r c e n t  o f  

t h e  value, o f  t h e  s h a r e s  o w n e d  b y  t h e  s h a r e h o l d e r  or $ 5 , 0 0 0 ,  w h i c h e v e r  

is g r e a t e r ,  i n  a d d i t i o n  t o  o t h e r  d a m a g e s  o r  r e m e d y  g i v e n  t h e  s h a r e ­

h o l d e r  b y  law. I t  is a d e f e n s e  to a n  a c t i o n  f o r  p e n a l t i e s  u n d e r  t h i s  

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

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

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

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

t h r o u g h  a p r i o r  e x a m i n a t i o n  o f  t h e  b o o k s  a n d  r e c o r d s  o f  a c c o u n t ,  [OR] 

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

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

i n  m a k i n g  t h e  p e r s o n ' s  d e m a n d .

* Sec. 36. A S  1 0 . 0 6 . 4 3 3 ( a )  is a m e n d e d  to r e a d :

(a) T h e  b o a r d  s h a l l  s e n d  a n  a n n u a l  r e p o r t  to the s h a r e h o l d e r s  

n o t  l a t e r  t h a n  180 d a y s  a f t e r  t h e  c l o s e  o f  t h e  f i s c a l  y e a r  or t h e  d a t e  

o n  w h i c h  n o t i c e  o f  t h e  a n n u a l  m e e t i n g  i n  t h e  n e x t  f i s c a l  y e a r  is s e n t
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u n d e r  A S  1 0 . 0 6 . 4 1 0 ,  w h i c h e v e r  is f i r s t .  A  [, U N L E S S  IN T H E  C A S E  O F  A]

c o r p o r a t i o n  w i t h  l e s s  t h a n  100 h o l d e r s  o f  r e c o r d  o f  i t s  s h a r e s ,  as 

d e t e r m i n e d  u n d e r  A S  1 0 . 0 6 . 4 0 8 ,  is e x e m p t  f r o m  t h i s  a n n u a l  r e q u i r e m e n t  

u n l e s s  i t s  a r t i c l e s  or b y l a w s  i m p o s e  t h e  r e q u i r e m e n t  [IS E X P R E S S L Y  

W A I V E D  I N  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 ] ,  T h e  a n n u a l  r e p o r t  m u s t  

[ S H A L L ]  c o n t a i n  a b a l a n c e  s h e e t  as o f  t h e  e n d  o f  t h e  f i s c a l  y e a r  a n d  

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

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

p e n d e n t  a c c o u n t a n t s  or, i f  t h e r e  is n o  s u c h  r e p o r t ,  t h e  c e r t i f i c a t e  o f  

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

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

Sec. 37. A S  1 0 . 0 6 . 4 3 5 ( a )  is a m e n d e d  t o  r e a d :

(a) A n  a c t i o n  m a y  b e  b r o u g h t  i n  t h e  r i g h t  o f  a d o m e s t i c  o r

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

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

r a t i o n ,  ot o f  a b e n e f i c i a l  i n t e r e s t  i n  s h a r e s  [OR C E R T I F I C A T E S ]  o f  the 

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

Se c .  38. A S  1 0 . 0 6 . 4 5 0 ( c )  is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

(c) A  d i r e c t o r  is n o t  a c t i n g  i n  g o o d  f a i t h  i f  t h e  d i r e c t o r  h a s  

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

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

Sec. 39. A S  1 0 . 0 6 . 4 5 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o  r e a d :

(f) A  d i r e c t o r  w h o  m a k e s  a b u s i n e s s  j u d g m e n t  i n  g o o d  f a i t h

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

(1) is n o t  i n t e r e s t e d  i n  t h e  s u b j e c t  o f  t h e  b u s i n e s s  j u d g ­

m e n t  ;

(2) is i n f o r m e d  a b o u t  t h e  s u b j e c t  o f  t h e  b u s i n e s s  j u d g m e n t

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

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



(3) r a t i o n a l l y  b e l i e v e s  t h a t  t h e  b u s i n e s s  j u d g m e n t  is in 

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

* Sec. 40. A S  1 0 . 0 6 . 4 5 3 ( a )  is r e p e a l e d  a n d  r e e n a c t e d  to r e a d :

(a) T h e  b o a r d  o f  d i r e c t o r s  s h a l l  c o n s i s t  o f  o n e  or m o r e  m e m b e r s .  

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

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

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

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

w i s e  set, t h e  n u m b e r  o f  d i r e c t o r s  is t h r e e .

* Sec. 41. A S  1 0 . 0 6 . 4 5 3 ( b )  is a m e n d e d  to r e a d :

(b) E x c e p t  as o t h e r w i s e  p r o v i d e d  in A S  1 0 . 0 6 . 2 3 0  a n d  t h i s  s e c ­

ti o n ,  t h e  [THE] n u m b e r  o f  d i r e c t o r s  m a y  b e  i n c r e a s e d  or d e c r e a s e d  b y

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

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

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

n u m b e r  o f  d i r e c t o r s ,  i n c l u d i n g  b y  a m e n d m e n t  o f  t h e  a r t i c l e s ,  is [, ] 

s u b j e c t  to t h e  f o l l o w i n g  l i m i t a t i o n s :

(1) i f  [IF] t h e  b o a r d  is a u t h o r i z e d  b y  t h e  a r t i c l e s  o r  t h e  

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

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

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

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

boardj_ [. ]

(2) a [A] d e c r e a s e  i n  t h e  n u m b e r  o f  d i r e c t o r s  m a y  n o t  

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

* Sec. 42. A S  1 0 . 0 6 . 4 6 5 ( d )  is a m e n d e d  to r e a d :

(d) N o t w i t h s t a n d i n g  A S  1 0 . 0 6 . 4 5 3 ( e ) ,  a [A] d i r e c t o r  m a y  r e s i g n  

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

p r e s i d e n t ,  t h e  s e c r e t a r y ,  o r  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  c o r p o -
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ration, unless the notice specifies a later time for the effectiveness 

of the resignation. [NOTWITHSTANDING THE EFFECTIVENESS OF THE RESIG­

NATION, UNDER AS 10.06.453(d) A DIRECTOR HOLDS OFFICE UNTIL A SUCCES­

SOR HAS BEEN ELECTED AND QUALIFIED.] If the resignation is effective 

at a future time, a successor may be elected to take office when the 

resignation becomes effective.

Sec. 43. AS 10.06.470(a) is amended to read:

(a) A regular or special meeting of the board or a committee of

board may be called by the chairman of the board, the president, a

vice-president, the secretary, or a director [TWO DIRECTORS] and may 

be held at any place inside or outside this state.

Sec. 44. AS 10.06.470(b) is amended to read:

(b) A regular meeting of the board or a committee designated by

the board may be held without notice if the time and place of the

meeting is fixed by the bylaws or the board. A special meeting of the
.

board or a committee designated by the board shall be held as provided 

in the bylaws or, in the absence of bylaw provision, after [UPON] 

either notice in writing sent J_0 [20] days before the meeting or

notice by electronic means, personal messenger, or comparable person- 

to-person communication given at least _24 [72] hours before the meet­

ing. Unless otherwise provided in the bylaws [IN THE CASE OF A SPE­

CIAL MEETING] the notice of a special meeting shall include disclosure 

of the business to br: transacted and the purpose of the meeting.

Sec. 45. AS 10.06.483(d) is amended to read:

(d) Subject to the provisions of AS 10.06.020 [AS 10.06.020(a)], 

a note, mortgage, evidence of indebtedness, contract, [SHARE CERTIFI­

CATE,] conveyance, or other instrument in writing, and an assignment 

or endorsement of these, executed or entered into between the corpora­

tion and another person, if signed by two individuals, one of whom is



the chairman of the board, the president, or a vice-president and the 

other of whom is the secretary, an assistant secretary, the treasurer, 

or an assistant treasurer of the corporation, is not invalidated as to 

the corporation by a lack of authority of the signing officers in the 

absence of actual knowledge on the part of the other person that the 

signing officers had no authority to execute the instrument.

* Sec. 46. AS 10.06.483(e) is amended to read:

(e) An officer shall perform the duties of the office [AN OFFI­

CER] in good faith and with that degree of care, including reasonable

inquiry, that an ordinarily prudent person in a like position would

use under similar circumstances. Except as provided in (f) of this 

section, an officer is entitled to rely on information, opinions,

reports or statements, including financial statements and other finan­

cial data in each case prepared or presented by legal counsel or

public accountants.

* Sec. 47. AS 10.06.483 is amended by adding new subsections to read:

(f) An officer is not acting in good faith if the officer has

knowledge concerning the matter in question that makes reliance other­

wise permitted by (e) of this section unwarranted.

(g) An officer who makes a business judgment in good faith 

fulfills the duty of care under this section if the officer

(1) is not interested in the subject of the business judg­

ment ;

(2) is informed about the subject of the business judgment

to the extent the officer reasonably believes to be appropriate under

the circumstances; and

(3) rationally believes that the business judgment is in 

the best interest of the corporation.

* Sec. 48. AS 10.06.576(f) is amended to read:
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(f) At the time of filing the notice of election to dissent, or 

vzithin 30 days after the shareholder has filed the notice, the share­

holder shall submit to the corporation, or to its transfer agent, the 

certificates representing the shares for which payment is claimed, if 

certificates have been issued. The corporation or its transfer agent 

shall note conspicuously on the certificates, or on a separate docu­

ment if certificates have not been issued for the shares, that a 

notice of election has been filed, and shall return the certificates 

or the separate document to the shareholder or to the person who

submitted them on the shareholder's behalf. Unless a court, for good 

cause shown, otherwise directs, a shareholder who fails to comply with 

this subsection loses the right to dissent granted by this chapter, if 

the corporation gives written notice that the right to dissent will be 

lost to the shareholder within 45 days from the date that the share­

holder filed the notice of election to dissent. If the corporation 

fails to exercise this notice option in a timely manner, the share­

holder retains the right to dissent granted by this chapter.

Sec. 49. AS 10.06.576(g) is repealed and reenacted to read:

(g) When a share of a dissenting shareholder under (f) of this 

section is transferred, the new certificate must bear a notation

similar to that made under (f) of this section and state the name of

the original dissenting holder of the shares, or, if the share is a

certificateless share, the corporation must give the transferee a 

written notice stating that a notice of election to dissent has been 

filed and giving the name of the original dissenting holder. A trans­

feree acquires only the rights in the corporation that the original 

dissenting shareholder had at the time of transfer.

Sec. 50. AS 10.06.578(c) is amended to read:

(c) If the corporate action has been completed the offer re-



quired by (a) of this section shall also be accompanied by

(1) advance payment to each shareholder who submitted the 

share certificates to the corporation, or to whom notice was sent if 

the shares were certificateless, as provided in AS 10.06.576(f), of

the amount offered under (a) of this section; or

(2) a statement to a shareholder who has not submitted the

share certificates, if certificates x̂ ere issued for the shares, that 

advance payment of the amount offered under (a) of this section will 

be made by the corporation promptly upon submission of the certifi­

cates .

* Sec. 51. AS 10.06.580(f) is amended to read:

(f) Unless prohibited by AS 10.06.578(g), within 60 days after 

the final determination of the proceeding, the corporation shall pay 

to each dissenting shareholder who is a party the amount determined 

under (e) of this section in exchange for the surrender of the certif­

icate representing the dissenter's shares or the dissenter's shares if 

the shares are certificateless. Upon payment of the judgment, the

dissenting shareholder ceases to have an interest in the hares.

* Sec. 52c AS 10.06.605(b) is amended to read:

(b) A corporation [THE FOLLOWING CORPORATIONS] may elect by 

approval of the board to wind up and dissolve if the [A] corporation 

[THAT] has:

(1) been adjudicated ' .nkrupt;

(2) disposed of all •. its assets and has not conducted any 

business for a period of five years immediately preceding the adoption 

of the resolution to dissolve the corporation; or [AND]

(3) issued no shares.

* Sec. 53. AS 10.06.628(d) is amended to read:

(d) For purposes of this section, "shareholder" includes a

-25- CSSB 204(Jud)
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beneficial owner of shares who has entered into an agreement under 

AS 10.06 /(a) [AS 10.06.425].

Sec. 54. AS 10.06.630(e) is amended to read:

(e) For the purposes of this section, "shareholder" includes a 

beneficial owner of shares who has entered into an agreement under 

AS 10.06.425(a) TAS 10.06.47.5].

Sec. 55. AS 10.06.633(a) is amended t. read:

(a) A corporation may be dissolved involuntarily by the commis­

sioner if

(1) the corporation is delinquent six months in filing its 

biennial report or in paying its biennial corpors on tax [A LICENSE 

FILING FEE] or a penalty;

(2) the corporation has failed for 30 days to appoint and 

maintain a registered agent in the state;

(3) the corporation has failed for 30 days after change of 

its registered office or registered agent to file in the office of the 

commissioner a statement of the change;

(4) the corporation has failed for two years to complete 

dissolution under a certificate of election under AS 10.06.608 to 

dissolve;

(5) a vacancy on the. board of the corporation is not filled 

within six months or the next annual meeting, whichever occurs first;

(6) a misrepresentation of material facts has been made in 

the application, report, affidavit, or other document submitted under 

this chapter; or

(7) the corporation is 90 days delinquent in filing notice 

of change of an officer, director, alien affiliate, or five percent 

shareholder, as required by this chapter [; OR

(8) THE CORPORATION IS CONTROLLED BY A PERSON WHO WILFULLY 

704(Jud) -76-



FAILS TO COMPLY WITH AS 10.06.155 WITHIN 30 DAYS AFTER RECEIPT BY THE 

CORPORATION OR ITS REGISTERED AGENT OF NOTICE OF NONCOMPLIANCE SENT BY 

THE DEPARTMENT BY CERTIFIED MAILT.

* Sec. 56. AS 10.06.828 is amended to read:

Sec. 10.06.828. INCORPORATION OR FILING FF.ES, A dom es tic o r
.

foreign corporation that is required to file articles of incorpo- j

ration, an application for a certificate of authority, [OR] amendatory 

articles, or other application with the department, except corporate 

entities organized under AS 10.20 and corporate entities organized 

under the laws of the United States or the laws of a state or terri- |
i

tory of the United States or the laws of a foreign country for the 

same purposes as those allowed under AS 10.20, shall pay to the com-
;

missicner a filing fee established by the department by regulation.
!

The filing fee shall be uniform and fixed without, reference to the |

amount of authorized shares.

* Sec. 57. AS 10.06.855 is amended to read:

Sec. 1 0.06.855. PAYMENTS TO BE MADE IN ADVANCE. Fees and 

charges provided for in this chapter, including the biennial corpo­

ration tax, shall [MAY] be paid' in advance.

* Sec. 58. AS 10.06.960 is amended co read:

Sec.. 10,06.960. CORPORATIONS ORGANIZED UNDER ALASKA NATIVE

CLAIMS SETTLEMENT ACT [P.L. 92-203]. (a) A corporation organized

under 43 U.S.C. 1601 - 1 62.9e as amended [43 U.S.C. 1 601 - 1 629a] j

(Alaska Native Claims Settlement Act) shall be incorporated under and 

is subject to this chapter except

(1) each corporation shall issue without further considera- ;
I

tion the number of shares of common stock that may be necessary to !

comply with the requirements of the act [43 U.S.C. 1601 - 1629a] and

all stock so issued is considered fully paid and nonassessable when |

-27- CSSB 204(Jud) j
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S T E V l  c o w p e r

c g v e n n o n

S  T  A  T  12 O  l r A  I ,  A  H  K  A

O F F I C E  O F  T H C  G O V E R N O R  

«J IJ N  15 A  CJ

M a r c h  10, 1 9 8 9

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u neau, A K  9 9 8 1 1

D e a r  Mr. P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, sec. 18, o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  i n s u r e r  
s o l v e n c y .  T h i s  b i l l  m a k e s  n u m e r o u s  c h a n g e s  i n  t h e  A l a s k a  
i n s u r a n c e  c o d e  (AS 21) d e s i g n e d  to s t r e n g t h e n  t h e  a b i l i t y  
o f  the S t a t e  o f  A l a s k a  t o  p r o t e c t  t h e  i n s u r a n c e  c o n s u m e r  
f r o m  i n s o l v e n t  o r  i m p a i r e d  i n s u r a n c e  c o m p a n i e s .

T h e  i n s u r a n c e  i n d u s t r y  is t h e  o n l y  f i n a n c i a l  i n d u s t r y  t h a t  
is p r i m a r i l y  r e g u l a t e d  b y  t h e  s t a t e s  a n d  n o t  t h e  f e d e r a l  
g o v e r n m e n t .  -If A l a s k a ’s p u b l i c  is to b e  p r o t e c t e d ,  t h i s  
v e r y  l a r g e  r e s p o n s i b i l i t y  m u s t  b e  c a r r i e d  o u t  b y  t h e  
s t a t e ' s  i n s u r a n c e  r e g u l a t o r ,  t h »  d i v i s i o n  o f  i n s u r a n c e  in 
t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  ( D C E D ) . 
A t  p r e s e n t ,  A l a s k a - o p e r a t e s  u n d e r  an i n s u r a n c e  c o d e  a d o p t e d  
in 1966 , w i t h  f e w  m a j o r  c h a n g e s  s i n c e  t h a t  t i m e .  T w o  

s u c c e s s i v e  a u d i t s  h a v e  r e p o r t e d  t h a t  i n  p r e v i o u s  y e a r s  t h e  
d i v i s i o n  o f  i n s u r a n c e  h a s  f a i l e d  to a d e q u a t e l y  e x a m i n e  
i n s u r a n c e  c o m p a n i e s  l i c e n s e d  t o  d o  b u s i n e s s  i n  A l a s k a .  I n  
S e p t e m b e r  1 9 8 8 ,  t h e  c o m m i s s i o n e r  o f  D C E D  r e p o r t e d  t o  m e  
t h a t  the i n d u s t r y  h a s  e x c e e d e d  t h e  s t a t u t o r y  a b i l i t y  o f  t h e  
s t a t e  to r e g u l a t e  it. T h i s  b i l l  w i l l  b e  a  s u b s t a n t i a l  s t e p  
in r e m e d y i n g  t h i s  s i t u a t i o n  b y  u p - d a t i n g  o u r  i n s u r a n c e  
code. M o s t  o f  t h e  p r o p o s a l s  a r e  b a s e d  o n  m o d e l  l e g i s l a t i o n  
a d o p t e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  
C o m m i s s i o n e r s .

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

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

w i l l  b e  a v o i d e d .  A l s o ,  c a p i t a l  a n d  s u r p l u s  
r e q u i r e m e n t s  a t  p r e s e n t  a p p l y  d i f f e r e n t l y  t o  
d o m e s t i c  a n d  o u t - o f - s t a t e  i n s u r e r s .  D o m e s t i c
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insurers have had to increase their requirements 
while out-of-state firms doing business here have 
not. This legislation would require out-of-state 
or alien insurers to maintain the same capital 
and surplus as domestic insurers.

2. The federal Tax Reform Act of 1986 has an impact 
on the insurance industry. Because that Act 
requires that claims and loss reserves be dis­
counted to present value, some companies have 
been using arrangements termed "reinsurance" to 
put their statutory financial reporting on the 
same basis as their federal income tax reporting. 
Adequate reinsurance by insurance companies is 
important to the security of Alaskan policy­
holders. This proposal provides for a clear, 
workable definition of "reinsurance" and 
strengthens the ability of the division of 
insurance to determine whether adequate rein­
surance or some other financial arrangement 
exists.

3. The bill modernizes Alaska's requirements on 
investments that may be made by insurance com-: 
panies so that the state can be assured that a 
company's capital will not be lost in weak or 
fraudulent investments.

4. These additional requirements to ensure the 
financial stability of insurance companies will 
be effective only if the division of insurance 
has the regulatory tools to examine the affairs 
of these companies. This bill strengthens 
company -reporting requirements so that the 
division will be alerted to potential problems. 
It also provides clear authority for companies to 
pay directly examiners hired by the state, and to 
compensate the state for its examination costs. 
This will make it possible to examine more 
companies more often.

5. The bill extends immunity for civil liability to 
division of insurance personnel, including the 
director, for carrying out their duties, so that 
they will not be deterred by the possibility of 
such suits. It also provides immunity for 
persons who provide information to the division, 
such as insurance regulators in other states. A 
number of state regulators have been sued over 
the exchange of information with other states. 
The bill ensures an exchange of needed infor­
mation between the states.
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6. R e c e n t  e x p e r i e n c e  w i t h  i n s u r a n c e  i n s o l v e n c i e s  in 
A l a s k a  h a s  d e m o n s t r a t e d  t h e  i n a d e q u a c i e s  o f  o u r  
d e l i n q u e n c y  p r o c e e d i n g  s t a t u t e s .  F o r  e x a m p l e ,  a t  
p r e s e n t  o u r  s t a t u t e s  d o  n o t  p r o v i d e  f o r  c l e a r  

p r i o r i t i e s  a m o n g  c l a i m s  m a d e  o n  a c o m p a n y  s u b­
j e c t e d  t o  a d e l i n q u e n c y  p r o c e e d i n g .  T h e  b i l l  
p r o p o s e s  a n e w  s t a t u t e  f o r  s u c h  p r o c e e d i n g s ,  
b a s e d  o n  a N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m ­
m i s s i o n e r s  m o d e l .

T h e  d i v i s i o n  o f  i n s u r a n c e  w i l l  p r o v i d e  a m o r e  d e t a i l e d  
d e s c r i p t i o n  o f  t h i s  p r o p o s  “ " a n s  f r o m
i n s u r a n c e  c o m p a n y  i n s o l v e n c y
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Mr. P R E S I D E N T /  I R I S E  T O D A Y  T O  S U P P O R T  SB 212, T H I S  B I L L  A N D  

ITS C O M P A N I O N /  SB 25 9 /  W H I C H  T H I S  B O D Y  W I L L  C O N S I D E R  N E X T /  

A D D R E S S  T W O  OF T H E  M O S T  I M P O R T A N T  C O N C E R N S  T H E  P E O P L E  O F  T H E

State  of Alaska have t o d a y : how can we be sure that insurance

COMPANIES REMAIN SOLVENT/ AND WHAT HAPPENS TO THE CONSUMER IF AN 

INSURANCE COMPANY BECOMES INSOLVENT. THESE BILLS GO ALONG WAY 

TOWARD ANSWERING THOSE QUESTIONS.

S B  2 1 2  U P D A T E S  A N D  C L A R I F I E S  A L A S K A  S T A T U T E S  D E A L I N G  W I T H  

I N S U R E R  I N S O L V E N C Y .  T H E S E  S T A T U T E S  W E R E  A D O P T E D  IN 1 9 6 6  A N D  A R E  

B A S I C A L L Y  U N C H A N G F D  S I N C E  T H A T  T I M E .

fivL
SPECIFICALLY/ AREAS OF THE LAW ARE STRENGTHENED:

1. The minimum  amount of c a p i t a l  and surplus required  of

AN INSURANCE COMPANY WISHING TO DO BUSINESS IN THE

State  of Alaska has been in c r e a s e d . Th is  w ill  insure

THAT THE COMPANIES DOING BUSINESS IN THE STATE OF

Alaska are f i n a n c i a l l y  strong and provide the Di v i s i o n  

of I nsurance with a f i n a n c i a l  tool to i d e n t i f y  problem

COMPANIES BEFORE IT IS TOO LATE.



2 .  T h e  b i l l  s t r e n g t h e n s  t h e  s t a t e ' s  a b i l i t y  t o  d e t e r m i n e

W H E T H E R  A D E Q U A T E  R E I N S U R A N C E  OR S O M E  O T H E R  F I N A N C I A L  

A R R A N G E M E N T  E X I S T S  S O  T H A T  T H E  C O N S U M E R  IS P R O T E C T E D .

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

M A N I P U L A T E  ITS F I N A N C I A L  S T A T E M E N T  T O  T H E  D E T R I M E N T  OF

t h e  A l a s k a  p o l i c y h o l d e r .

3. T h e  i n v e s t m e n t  s t a t u t e s  h a v e  b e e n  m o d e r n i z e d  t o  a s s u r e

T H A T  AN I N S U R A N C E  C O M P A N Y ' S  C A P I T A L  IS N O T  P L A C E D  IN 

W E A K  OR F R A U D U L E N T  I N V E S T M E N T S .

A. R e p o r t i n g  r e q u i r e m e n t s  a r e  s t r e n g t h e n e d . Q u a r t e r l y

R E P O R T S  A N D  E L E C T R O N I C  M E D I A  R E P O R T I N G  IS E N A B L E D .

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

S T R E A M L I N E D  A N D  S T R E N G T H E N E D .  T H I S  W I L L  C O R R E C T  A

D E F I C I E N C Y  IN T H E  L A W  D I S C O V E R E D  D U R I N G  A R E C E N T  

I N S U R E R  I N S O L V E N C Y .

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

T H A T  O U R  R E G U L A T O R Y  L A W S  B E  K E P T  AS U P - T O - D A T E  AS P O S S I B L E .

S B  2 1 2  D O E S  T H A T  A N D  P R O V I D E S  A N  I M P O R T A N T  P R O T E C T I O N  F O R  T H E  

T H O U S A N D S  O F  A L A S K A N S  W H O  P U R C H A S E  I N S U R A N C E  A N D  R E L Y  ON THE... 

S O L V E N C Y  O F  T H E I R  C O M P A N Y  A S  T H E Y  C O N D U C T  T H E I R  B U S I N E S S /  R A I S E  

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

DW/wfd2391W42590a



©if
T d l  I I J iQ iO J T O

P O U C H Y  M A H  CAPITOL 

JUNLAU ALASKA 9VH I I 

VO/ <165 JBOO

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  February 6, 1990

SUBJECT: Insurance - CSSB 212 (L&C)

isonTO: Senator Dick Eliason ^

FROM: Michael F. Ford //' 
Legislative Counsel

The attached draft contains numerous style and form changes, 
as well as the following substantive issues that need to be 
resolved:

1. I have added a new sec. 7 to resolve a conflict between 
AS 21.06.160 and 21.06.250.

2. In sections 13, 26, and 51, the dates that certain 
surplus and reserve requirements were to go into effect have 
been moved forward. This was done to avoid having the bill 
take effect retroactively. It was unclear whether the 
retroactive surplus and reserve requirements were 
inadvertent or intentional.

3. In AS 21.88.C50(a)(3) there is a reference to AS 21.12.- 
020. AS 21.12.020 is repealed and reenacted in section 20 
of the draft. I could not tell if the cross reference 
should be amended to reflect changes made in section 20.

4. In sec. 21.18.010(1), there is a reference to a defini­
tion of "trust company" in AS 21.21. I could not find a 
definition of this term in that chapter, including 
amendments to it made by this draft.

5. AS 21.21.290(b) has a cross reference to AS 21.21.280.
AS 21.21.280 is amended in section 47 of the draft. Again, 
the cross reference may need to be amended.

6. You should note that the changes in surplus requirements 
in section 51 of the bill will also change the surplus re­
quirements applicable to workers' compensation insurance 
under AS 21.34.030(d).
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7. In section 53, AS 21.66.080(a) is amended and contains 
language excepting subsection (b) from the application of 
subsection (a). It is unclear whether the language in 
subsection (b) is a true exception to subsection (a). If 
so, the language in subsection (b) needs to be changed.

8. In section 63, AS 21.78.090 is amended by adding a new 
subsection (h). That section may allow a guaranty 
association or foreign guaranty association to intervene in 
a court proceeding. If this is the intent, this provision 
would amend Alaska Rule of Civil Procedure 19 and the change 
should be set out in the title and in a separate section.

9. In section 68, AS 21.78.170 is amended by adding a new 
subsection (g). That subsection may violate the requirement 
in the U.S Constitution that judgments in other states be 
given equal authority, or "full faith and credit."

10. In section 74, AS 21.78.260 is repealed and reenacted 
to provide a priority for distribution of claims. You 
should understand that these provisions will not override 
a federal law that gives priority to federal liens.

11. Finally, you should note that the bill title has been 
changed to reflect the content of the bill, and to indicate 
changes to additional court rules.

Please contact me if you have further questions.

MFF:lmb 
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I N  T H E  S E N A T E  B Y  T H E  L A B O R  & C O M M E R C E  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  N O .  2 1 2  ( L & C )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e ;  c h a n g i n g  A l a s k a  R u l e s

o f  C i v i l  P r o c e d u r e  1 9 ,  A l ,  6 2 ( a ) ,  a n d  6 5 ( c ) ;  c h a n g i n g  

A l a s k a  R u l e s  o f  A p p e l l a t e  P r o c e d u r e  2 0 5 ,  4 0 5 ,  5 1 1 ,  

6 0 3 ,  6 0 6 ,  a n d  6 1 1 ( d ) ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e . 11

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

*  S e c t i o n  1 .  A S  2 1 . 0 6 . 1 2 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  d i r e c t o r  m a y  e x a m i n e  t h e  a f f a i r s ,  t r a n s a c t i o n s ,  a c ­

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

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

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

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

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

a c t i o n s  a n d  a f f a i r s  i n  t h e  U n i t e d  S t a t e s .  E x a m i n a t i o n  o f  a  r e c i p r o c a l  

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

e x t e n t  t h a t  t h e  t r a n s a c t i o n s  o f  t h e  a t t o r n e y - i n - f a c t  r e l a t e  t o  t h e  

i n s u r e r .

*  S e c .  2 .  A S  2 1 . 0 6 . 1 2 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

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

N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s .

( e )  T h e  d i r e c t o r  m a y  u s e  a  c o n t r a c t  e x a m i n e r  t o  c a r r y  o u t  t h e  

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

t h e  a w a r d  o f  a  c o n t r a c t  i s  s u b j e c t  t o  A S  3 6 . 3 0  ( S t a t e  P r o c u r e m e n t

C o d e ) .

-1- CSSB 212(L&C)
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*  S e c .  3 .  A S  2 1 . 0 6 . 1 4 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  E v e r y  p e r s o n  b ^ i n g  e x a m i n e d  a n d  i t s  o f f i c e r s ,  e m p l o y e e s ,  

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

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

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

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

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

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

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

*  S e c .  4 .  A S  2 1 . 0 6 . 1 5 0 ( e )  i s  a m e n d e d  t o  r e a d :

i n f o r m a t i o n , a c c o u n t s ,  o r  r e c o r d s  r e c e i v e d  d u r i n g  a n  e x a m i n a t i o n  o r  

i n v e s t i g a t i o n ,  a n d  a n  e x a m i n a t i o n  o r  i n v e s t i g a t i o n  r e p o r t s , [ R E P O R T ]  

f o r  a s  l o n g  a s  t h e  d i r e c t o r  f i n d s  [ C O N S I D E R S ]  t h e  w i t h h o l d i n g  t o  b e  

n e c e s s a r y  f o r  t h e  p r o t e c t i o n  o f  a  p e r s o n  [ T H E  P E R S O N  E X A M I N E D ]  a g a i n s t  

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

*  S e c .  5 .  A S  2 1 . 0 6 . 1 6 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 0 6 . 1 6 0 .  E X A M I N A T I O N  E X P E N S E .  ( a )  E a c h  p e r s o n  e x a m i n e d ,

o t h e r  t h a n  a s  t o  e x a m i n a t i o n s  u n d e r  A S  2 1 . 0 6 . 1 3 0 ,  s h a l l  p a y  a l l  t h e

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

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

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

r e a s o n a b l e  c u s t o m a r y  r a t e ,  f o r  c o n d u c t i n g  [ A C T U A L  T R A V E L  E X P E N S E S ,  A

R E A S O N A B L E  L I V I N G  E X P E N S E  A L L O W A N C E ,  A N D  A  P E R  D I E M  A S  C O M P E N S A T I O N  O F

E X A M I N E R S ,  A S  N E C E S S A R I L Y  I N C U R R E D  O N  A C C O U N T  O F ]  t h e  e x a m i n a t i o n  [ ,

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

A D O P T E D  B Y  T H E  D I R E C T O R ] , u p o n  p r e s e n t a t i o n  o f  a  d e t a i l e d  a c c o u n t  o f

t h e  c h a r g e s  a n d  e x p e n s e s  b y  t h e  d i r e c t o r  o r  u n d e r  a n  o r d e r  [ P U R S U A N T

T O  T H E  W R I T T E N  A U T H O R I Z A T I O N ]  o f  t h e  d i r e c t o r .  T h e  a c c o u n t i n g  m a y  

C S S B  2 1 2 ( L & C )  - 2 -
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e i t h e r  b e  p r e s e n t e d  p e r i o d i c a l l y  d u r i n g  t h e  c o u r s e  o f  t h e  e x a m i n a t i o n  

o r  a t  t h e  t e r m i n a t i o n  o f  t h e  e x a m i n a t i o n .  A  p e r s o n  m a y  n o t  p a y  a n d  a n  

e x a m i n e r  m a y  n o t  a c c e p t  a d d i t i o n a l  c o m p e n s a t i o n  [ E M O L U M E N T ]  f o r  a n  

e x a m i n a t i o n .

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

a l l  m o n e y  r e c e i v e d  u n d e r  ( a )  o f  t h i s  s e c t i o n .  I n s t e a d  [ I N  L I E U ]  o f  

m a k i n g  a  d e p o s i t  i n t o  t h e  g e n e r a l  f u n d ,  t h e  d i r e c t o r  m a y  o r d e r  [ G I V E  

W R I T T E N  A U T H O R I Z A T I O N  F O R ]  t h e  p e r s o n  e x a m i n e d  t o  m a k e  d i r e c t  p a y m e n t  

t o  t h e  c o n t r a c t  e x a m i n e r  f o r  a l l  o r  p a r t  o f  t h e  c o n t r a c t  e x a m i n e r ' s

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

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

t h e  e x a m i n a t i o n  [ T R A V E L  E X P E N S E S  A N D  L I V I N G  A L L O W A N C E ] .

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

[ I F ]  t h e  p e r s o n  f a i l s  t o  p a y  t h e  c h a r g e s  a n d  e x p e n s e s  p r e s c r i b e d  i n

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

n e y  g e n e r a l  o n  b e h a l f  o f  t h e  s t a t e  a n d  r e s t o r . ,  1 t o  t h e  g e n e r a l  f u n d .  

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

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

*  S e c .  6 .  A S  2 1 . 0 6  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  2 1 . 0 6 . 1 6 5 .  I M M U N I T Y  F O R  D I R E C T O R  A N D  O T H E R S .  ( a )  T h e  

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

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

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

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

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

r i z e d  a c t i v i t i e s  o r  d u t i e s .

( b )  T h i s  s e c t i o n  d o e s  n o t  a b r o g a t e  o r  m o d i f y  t h e  c o m m o n  l a w  o r

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

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

*  S e c .  7 .  A S  2 1 . 0 6 . 2 5 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 0 6 . 2 5 0 .  F E E S  A N D  L I C E N S E S .  T h e  d i r e c t o r  s h a l l  c o l l e c t

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

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

t o  a p p l i c a t i o n s ,  [ E X A M I N A T I O N S , ]  l i c e n s e s  a n d  l i c e n s e  r e n e w a l s ,  c e r ­

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

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

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

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

s e r v i c e .

*  S e c .  8 .  A S  2 1 . 0 9 . 0 2 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 0 9 . 0 2 0 .  E X C E P T I O N S ,  C E R T I F I C A T E  O F  A U T H O R I T Y  R E Q U I R E ­

M E N T .  A  c e r t i f i c a t e  o f  a u t h o r i t y  i s  n o t  r e q u i r e d  o f  a n  i n s u r e r ,  n o t  

o t h e r w i s e  a u t h o r i z e d  i n  t h i s  s t a t e ,  i n  r e g a r d  t o

( 1 )  t r a n s a c t i o n s  r e l a t i v e  t o  i t s  p o l i c i e s  l a w f u l l y  w r i t t e n  

i n  t h e  s t a t e  [ A L A S K A ] , o r  l i q u i d a t i o n  o f  a s s e t s  a n d  l i a b i l i t i e s  o f  t h e  

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

i t s  f o r m e r  a u t h o r i z e d  o p e r a t i o n s  i n  t h e  s t a t e  [ A L A S K A ] ;

( 2 )  r e l a t e d  t r a n s a c t i o n s  [ R E L A T I V E  T H E R E T O ]  s u b s e q u e n t  t o  

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

l o c a t e d ,  o r  e x p r e s s l y  t o  b e  p e r f o r m e d  i n  t h e  s t a t e  [ A L A S K A ]  a t  t i m e  o f  

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

d e l i v e r e d  o u t s i d e  t h e  s t a t e  [ A L A S K A ] ;

( 3 )  t r a n s a c t i o n s  u n d e r  [ P U R S U A N T  T O ]  s u r p l u s  l i n e s  c o v e r ­

a g e s  l a w f u l l y  w r i t t e n  u n d e r  A S  2 1 . 3 4  [ A S  2 1 . 3 3 ] ;  o r

( 4 )  r e i n s u r a n c e ,  e x c e p t  a s  t o  d o m e s t i c  r e i n s u r e r s .

*  S e c .  9 .  A S  2 1 . 0 9 . 0 6 0  i s  a m e n d e d  t o  r e a d :
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S e c .  2 1 . 0 9 . 0 6 0 .  C O M B I N A T I O N S  O F  I N S U R I N G  P O W E R S  I N  O N E  I N S U R E R .  

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

o n e  k i n d  o r  c o m b i n a t i o n  o f  k i n d s  o f  i n s u r a n c e  a s  d e f i n e d  i n  A S  2 1 . 1 2 ,  

e x c e p t  t h a t

( 1 )  a  l i f e  i n s u r e r  m a y  a l s o  g r a n t  a n n u i t i e s ,  b u t  i s  n o t  

a u t h o r i z e d  t o  t r a n s a c t  a n y  o t h e r  k i n d  o f  i n s u r a n c e  t h a n  d i s a b i l i t y ;  

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

c o n t i n u e  t o  a u t h o r i z e  a  l i f e  i n s u r e r  t h a t ,  i m m e d i a t e l y  b e f o r e  J u l y  1 ,  

1 9 6 6 ,  w a s  l a w f u l l y  a u t h o r i z e d  t o  t r a n s a c t  i n  t h i s  s t a t e  a  k i n d  o r  

k i n d s  o f  i n s u r a n c e  i n  a d d i t i o n  t o  l i f e  a n d  d i s a b i l i t y ;

( 2 )  a  r e c i p r o c a l  i n s u r e r  m a y  n o t  t r a n s a c t  l i f e  i n s u r a n c e ;

( 3 )  a  t i t l e  i n s u r e r  m u s t  [ S H A L L ]  b e  a  s t o c k  i n s u r e r j _

( 4 )  a  p r o p e r t y  o r  c a s u a l t y  i n s u r e r  m a y  n o t  t r a n s a c t  l i f e  

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

*  S e c .  1 0 .  A S  2 1 . 0 9 . 0 7 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T o  q u a l i f y  f o r  a u t h o r i t y  t o  t r a n s a c t  a n y  o n e  k i n d  o f  i n s u r ­

a n c e  a s  d e f i n e d  i n  A S  2 1 . 1 2 ,  o r  c o m b i n a t i o n  o f  k i n d s  o f  i n s u r a n c e  a s  

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

o r i g i n a l  c e r t i f i c a t e  o f  a u t h o r i t y  i n  t h i s  s ' ; a t e ,  [ O R  A N  I N S U R E R  R E A P ­

P L Y I N G  F O R  A  C E R T I F I C A T E  O F  A U T H O R I T Y  I N  T H I S  S T A T E ]  a f t e r  h a v i n g  

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

[ T H E R E A F T E R ]  m a i n t a i n  u n i m p a i r e d  b a s i c  p a i d - i n  c a p i t a l  s t o c k y  [ ( ]  i f  a  1 

s t o c k  i n s u r e r ^  [ ) ]  o r  u n i m p a i r e d  b a s i c  s u r p l u s ^  [ ( ]  i f  a  f o r e i g n  

m u t u a l  i n s u r e r  o r  f o r e i g n  r e c i p r o c a l  i n s u r e r  [ ) ] ,  t h a t  i s  u n a v a i l a b l e  

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

a n d  m a i n t a i n  a f t e r  t h a t ,  a d d i t i o n a l  m o n e y  [ F U N D S ]  i n  s u r p l u s ^  a s  

f o l l o w s :

K i n d  o r  K i n d s  B a s i c  C a p i t a l  A d d i t i o n a l  A d d i t i o n a l

o f  I n s u r a n c e  o r  B a s i c  S u r p l u s  W h e n  M a i n t a i n e d
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22

23

24

25

26

27

28 
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2

D i s a b i l i t y

L i f e  a n d  

D i s a b i l i t y

P r o p e r t y

Life

G u a r a n t e e  S u r p l u s  

$ 1 ,000,000 

[ $ 8 0 0 , 0 0 0 ]

1,000,000

[ 8 0 0 , 0 0 0 ]

1 , 2 5 0 , 0 0 0  

[1,000,000] 

1,000,000

[ 6 0 0 , 0 0 0 ]

C a s u a l t y  e x ­

c l u d i n g  v e h i c l e  1 , 0 0 0 , 0 0 0

V e h i c l e

M a r i n e  & 

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

S u r e t y  

T i t l e

1,000,000

[ 8 0 0 , 0 0 0 ]

1,000,000 

1,000,000

5 0 0 , 0 0 0

[ 3 0 0 , 0 0 0 ]

A n y  t w o  o r  m o r e  o f  

t h e  f o l l o w i n g  k i n d s  

o f  i n s u r a n c e : 

p r o p e r t y ,  m a r i n e  

a n d  t r a n s p o r t a ­

t i o n ,  v e h i c l e ,  

c a s u a l t y  e x ­

c l u d i n g  v e h i c l e ,  

s u r e t y  a n d

d i s a b i l i t y  3 , 0 0 0 , 0 0 0  

C S S B  2 1 2 ( L & C )

F i r s t  A u t h o r i z e d  

$1,000,000 

[ $ 8 0 0 , 0 0 0 ]  

1,000,000 

[ 8 0 0 , 0 0 0 ]

1 , 2 5 0 , 0 0 0  

[1,000,000] 

1,000,000 

[ 6 0 0 , 0 0 0 ]

1,000,000 

1,000,000

[ 8 0 0 , 0 0 0 ]

1,000,000 

1,000,000

5 0 0 , 0 0 0

[ 3 0 0 , 0 0 0 ]

3 , 0 0 0 , 0 0 0

-6-

S u r p l u s

$ 7 5 0 , 0 0 0

7 5 0 , 0 0 0

1,000,000

7 5 0 . 0 0 0

7 5 0 . 0 0 0

7 5 0 . 0 0 0

7 5 0 . 0 0 0

7 5 0 . 0 0 0

2 5 0 . 0 0 0

2,250,000
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1
[ 1 , 5 0 0 , 0 0 0 ]  [ 1 , 5 0 0 , 0 0 0 ]

2
L e g a l  e x p e n s e s  1 , 0 0 0 , 0 0 0  1 , 0 0 0 , 0 0 0  7 5 0 , 0 0 0

3
[ 6 0 0 , 0 0 0 ]  [ 6 0 0 , 0 0 0 ]

j  4
M o r t g a g e

5
G u a r a n t e e  1 , 0 0 0 , 0 0 0  1 , 0 0 0 , 0 0 0  7 5 0 , 0 0 0

! 6
*  S e c .  1 1 .  A S  2 1 . 0 9 . 0 7 0 ( b )  i s  a m e n d e d  t o  r e a d :

f 7 ( b )  C a p i t a l  a n d  s u r p l u s  r e q u i r e m e n t s  a r e  b a s e d  u p o n  a l l  t h e

8
k i n d s  o f  i n s u r a n c e  t r a n s a c t e d  b y  t h e  i n s u r e r  i n  a l l  a r e a s  i n  w h i c h  i t

9
o p e r a t e s  o r  p r o p o s e s  t o  o p e r a t e ,  w h e t h e r  o r  n o t  o n l y  a  p o r t i o n  o f  t h e

10
k i n d s  o f  i n s u r a n c e  a r e  t o  b e  t r a n s a c t e d  i n  t h i s  s t a t e .  A f t e r  a  h e a r ­

11
i n g ,  t h e  d i r e c t o r  m a y  f o r  t h e  p r o t e c t i o n  o f  t h e  p u b l i c  r e q u i r e  a n

12
i n s u r e r  t o  m a i n t a i n  f u n d s  i n  e x c e s s  o f  t h e  a m o u n t s  r e q u i r e d  u n d e r  ( a )

13
o f  t h i s  s e c t i o n ,  d u e  t o  t h e  a m o u n t ,  k i n d ,  o r  c o m b i n a t i o n  o f  k i n d s  o f

14
i n s u r a n c e  t r a n s a c t e d  b y  t h e  i n s u r e r .  F a i l u r e  o f  a n  i n s u r e r  t o  m a i n ­

15
t a i n  f u n d s  a s  o r d e r e d  b y  t h e  d i r e c t o r  i s  g r o u n d s  f o r  s u s p e n s i o n  o r

3 16
r e v o c a t i o n  o f  t h e  i n s u r e r ' s  c e r t i f i c a t e  o f  a u t h o r i t y .

17
*  S e c .  1 2 .  A S  2 1 . 0 9 . 0 7 0 ( c )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

18
( c )  A f t e r  J u n e  3 0 ,  1 9 9 1 ,  a n  i n s u r e r  m a y  n o t  r e n e w  a n d  c o n t i n u e

19
i t s  c e r t i f i c a t e  o f  a u t h o r i t y  u n l e s s  t h e  i n s u r e r  p o s s e s s e s  a t  l e a s t  t h e

20
b a s i c  c a p i t a l  o r  b a s i c  s u r p l u s ,  a n d  a d d i t i o n a l  s u r p l u s  r e q u i r e d  u n d e r

21
t h i s  s e c t i o n .

22
*  S e c .  1 3 .  A S  2 1 . 0 9 . 0 7 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

23
( f )  O n  o r  a f t e r  J a n u a r y  1 ,  1 9 9 1 ,  a  d o m e s t i c  p r o p e r t y  o r  c a s u a l t y

24
i n s u r e r  m a y  a s s u m e  r e i n s u r a n c e ,  e i t h e r  n e w  o r  r e n e w a l ,  ( 1 )  o n l y  o f  t h e

25
k i n d s  o f  r i s k s ,  a n d  t o  r e t a i n  r i s k s ,  w i t h i n  t h e  l i m i t s  i t  i s  o t h e r w i s e

26
a u t h o r i z e d  t o  i n s u r e ;  a n d  ( 2 )  o n l y  i f ,  i n  t h e  a b s e n c e  o f  p r i o r  w r i c t e n

27
a p p r o v a l  f r o m  t h e  d i r e c t o r ,  i t  m a i n t a i n s ,  n o t w i t h s t a n d i n g  ( a )  o f  t h i s

28
s e c t i o n ,  i n  p o l i c y h o l d e r  s u r p l u s  a t  l e a s t  $ 1 0 , 0 0 0 , 0 0 0  a s  o f

29
D e c e m b e r  31  , 1 9 9 0 ,  $ 1 5 , 0 0 0 , 0 0 0  a s  o f  D e c e m b e r  3 1 ,  1 9 9 1 ,  a n d

- 7 -  C S S B  2 1 2 ( L & C )
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3

I
29

1 $ 2 0 , 0 0 0 , 0 0 0  a s  o f  D e c e m b e r  3 1 ,  1 9 9 2 .  T h i s  s u b s e c t i o n  d o e s  n o t  a p p l y

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

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

4 b e t w e e n  a f f i l i a t e d  i n s u r e r s .

5 *  S e c .  1 4 .  A S  2 1 . 0 9 . 0 8 0 ( a )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

6 ( a )  I n  o r d e r  f o r  a  d o m e s t i c  i n s u r e r  t o  r e n e w  a n d  c o n t i n u e  t h e

i n s u r e r ' s  c e r t i f i c a t e  o f  a u t h o r i t y  a f t e r  J u n e  3 0 ,  1 9 9 1 ,  t h e  i n s u r e r

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

a d d i t i o n a l  m a i n t a i n e d  s u r p l u s  r e q u i r e d  u n d e r  A S  2 1 . 0 9 . 0 7 0 ( a ) .

*  S e c .  1 5 .  A S  2 1 . 0 9 . 1 1 0 ( 3 )  i s  a m e n d e d  t o  r e a d :

( 3 )  a  c o p y  o f  i t s  f i n a n c i a l  s t a t e m e n t  a s  o f  t h e .  p r e c e d i n g

D e c e m b e r  31 , a n d  a i l  s u b s e q u e n t  q u a r t e r l y  f i n a n c i a l  s t a t e m e n t s ,  s w o r n  

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

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

d o m i c i l e  o r  o f  e n t r y  i n t o  t h e  U n i t e d  S t a t e s ;

*  S e c .  1 6 .  A S  2 1 . 0 9 . 1 4 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  d i r e c t o r  s h a l l  s u s p e n d  o r  r e v o k e  a n  i n s u r e r ' s  c e r t i f i ­

c a t e  o f  a u t h o r i t y

( 1 )  i f  t h e  a c t i o n  i s  r e q u i r e d  b y  a  p r o v i s i o n  o f  t h i s  t i t l e ;

( 2 )  i f  t h e  i n s u r e r  n o  l o n g e r  m e e t s  t h e  r e q u i r e m e n t s  f o r  t h e  

a u t h o r i t y  [ O R I G I N A L L Y ]  g r a n t e d ,  o n  a c c o u n t  o f  t h e  i n s u r e r  b e c o m i n g  

i m p a i r e d  o r  i n s o l v e n t  ( D E F I C I E N C Y  O F  A S S E T S ]  o r  o t h e r w i s e ;  o r

( 3 )  i f  t h e  i n s u r e r ' s  a u t h o r i t y  t o  t r a n s a c t  i n s u r a n c e  i s

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

t h e  U n i t e d  S t a t e s  i f  a n  a l i e n  i n s u r e r .

*  S e c .  1 7 .  A S  2 1 . 0 9 . 2 0 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  E a c h  a u t h o r i z e d  i n s u r e r  s h a l l  a n n u a l l y ,  b e f o r e  M a r c h  2 ,  f i l e

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

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25 i

26

27

28

t i o n ,  t r a n s a c t i o n s ,  a n d  a f f a i r s  a s  o f  t h e  p r e c e d i n g  D e c e m b e r  3 1 .  T h e  
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1

2

3

4

5

6

7

8 

g

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

rep o rtin g  format fo r  a g iven  year is  the  most r e c e n t ly  approved Na- 

t lo n a U A s s o c la t io n  o f In surance  Com m issioners' annual f in a n c ia l  s ta te ­

ment blank form and in s t r u c t io n s  approved by the  d i r e c t o r .  [THE STATE­

MENT SHALL BE IN THE GENERAL FORM AND CONTEXT ACCEPTABLE TO THE DIREC­

TOR, AND IN CURRENT USE FOR SIMILAR REPORTS TO STATES IN GENERAL WITH 

RESPECT TO THE TYPE OF INSURER AND KINDS OF INSURANCE TO BE REPORTED 

UPON, AND] supplemented fo r  a d d itio n a l in fo rm a tio n  as req u ired  by the 

d ir e c to r .  The d ir e c t o r  may re q u ire  th e  sta tem en t to  be f i l e d  on 

e le c t r o n i c  media. The statem ent s h a ll  be v e r i f i e d  by the  oath o f  the 

in s u re r 's  p re s id e n t o r v ic e -p r e s id e n t ,  and s e c re ta ry ,  o r, i f  a r e c ip ­

ro ca l in su re r, by oath o f the  a t t o r n e y - in - fa c t  or i t s  l ik e  o f f i c e s  i f  

a co rp o ra tio n  un less  v e r i f i c a t i o n  i s  waived by th e  d i r e c t o r  o f in su r ­

ance.

* Sec. 18. AS 21.09.200 i s  amended by adding a new s u b s e c t io n  to  read:

( f )  In  a d d itio n  to  th e  requ irem ents o f  (a ) o f  t h i s  s e c t io n ,  a

dom estic in su re r  s h a l l  f i l e  i t s  annual sta tem en t w ith  th e  N ational 

A s so c ia t io n  o f  In suran ce  Com m issioners by th e  due da te  e s ta b lish e d  by 

the  a s s o c ia t io n ,  and s h a ll  pay the  a p p lica b le  f i l i n g  fe e . An in su re r  

th a t f a i l s  to  comply w ith  t h i s  su b se ctio n  i s  s u b je c t  to  th e  p e n a lt ie s  

s p e c i f ie d  in  (e ) o f  t h i s  s e c t io n ,  c a lc u la te d  from th e  f i l i n g  and fee 

due date e s ta b lish e d  by th e  N ational A s s o c ia t io n  o f In su ra n ce  Commis­

s io n e rs .

* Se c. 19. AS 21.09 i s  amended by adding a new s e c t io n  to  read:

Se c. 21.09.205. QUARTERLY STATEMENT. (a ) The d ir e c t o r  may

re q u ire  an in su re r  t o  f i l e  q u a r te r ly  f in a n c ia l  s ta tem en ts . I f  re ­

qu ired , th e  sta tem en ts must fo llo w  th e  form at s p e c i f i e d  in  AS 21.09 .- 

2 0 0 (a ).

(b) A q u a r te r ly  f in a n c ia l  s ta tem en t, i f  re q u ire d , i s  due 60 days 

a f t e r  the  end o f  the  q u a rte r  to  w hich i t  a p p lie s .

- 9 - C S S B  2 1 2 (L&C)
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( c )  An in su re r  s h a ll  pay to  the  d iv is io n  $100 fo r  each day the 

in su re r  f a i l s  to  f i l e  the  q u a r te r ly  statem ent in  the  form requ ired  or 

w ith in  the  tim e e s ta b lish e d  in  (b) o f  t h i s  s e c t io n .

* Sec. 20. AS 21.12.020 i s  repealed  and reenacted  to  read:

Se c . 21.12.020. REINSURANCE CREDIT ALLOWED A DOMESTIC CEDING 

INSURER. (a) C r e d i t  fo r  re in su ra n ce  s h a ll  be allow ed a dom estic 

ced ing  in su re r  as e i t h e r  an a sse t o r a d edu ction  from l i a b i l i t y  on 

a ccou n t o f  re in su ra n ce  ceded on ly  i f  the  re in su ra n ce  i s  ceded to  an

(1) assuming in su re r  th a t  i s  l ice n s e d  to  t r a n s a c t  insurance 

or re in su ra n ce  in  t h i s  s ta te ;

(2) assuming in su re r  th a t i s  a cc re d ite d  as a r e in su re r  in 

th is  s ta te ;  an a c c re d ite d  re in s u re r  i s  one th a t

(A) subm its to  t h i s  s t a t e 's  j u r i s d i c t i o n ,  subm its to 

t h i s  s t a t e ' s  a u th o r ity  to  examine i t s  books and re co rd s , and is  

l ic e n s e d  to  t r a n s a c t  in su ra n ce  o r re in su ra n ce  in  a t le a s t  one 

s ta te ;  or

(B) in  the  ca se  o f  a Un ited  S ta te s  branch o f  an a lien  

assuming in su re r ,  is  en tered  through, and l ic e n s e d  to  tra n sa ct  

in su ra n ce  o r re in su ra n ce  in ,  a t  le a s t  one s ta te ,  f i l e s  annually 

w ith  th e  d i r e c t o r  a copy o f  i t s  annual f in a n c ia l  sta tem en t tha t 

i s  f i l e d  w ith  th e  in su ra n ce  reg u la to ry  agency o f  i t s  s ta te  o f 

d o m ic ile ,  and m ain ta ins a t le a s t  $20,000,000 in  p o lic y h o ld e r  su r­

p lu s  ;

(3) assuming in su re r  th a t  i s  d om iciled  in  a s ta te ,  o r in 

the  ca se  o f  a U n ited  S ta te s  branch o f  an a lie n  assuming in su re r , is  

en tered  through a s ta te  th a t  employs standards regard ing  c r e d i t  fo r  

re in su ra n ce  ceded s u b s ta n t ia l ly  s im ila r  to  those a p p lica b le  under (1) 

and (2) o f  t h i s  s u b se ctio n , th e  assuming in su re r  m ain ta ins a p o l i c y ­

ho ld er su rp lu s  o f a t  le a s t  $20,000,000, and the  assuming in su re r
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subm its to  the  a u th o r ity  o f  th is  s ta te  to  examine i t s  books and re ­

co rd s ;

(4) assuming a l ie n  in su re r  th a t

(A) m ain ta ins a t r u s t  fund in  a q u a l i f ie d  United 

S ta te s  f in a n c ia l  i n s t i t u t i o n  fo r  the  payment o f  the  v a l id  cla im s 

o f  i t s  U n ited  S ta te s  p o lic y h o ld e r s  and ced ing  in su re rs , and th e ir  

a ssign s and s u cce s so rs  in  in t e r e s t ,  th a t  conform s to  th e  fo llo w ­

ing requ irem ents;

( i )  th e  t r u s t  s h a ll  be e s ta b lish e d  in  a form 

approved by the  d ir e c t o r ;  th e  t r u s t  instrum ent must provide 

th a t  co n te s te d  cla im s  are v a l id  and e n fo rcea b le  upon the 

f in a l  order o f  any c o u r t  o f  com petent j u r i s d i c t i o n  in  the 

U n ited  S ta te s ;  th e  t r u s t  s h a ll  v e s t  leg a l t i t l e  to  i t s  

a s s e ts  in  th e  t r u s te e s  o f  th e  t r u s t  fo r  i t s  U n ited  S ta te s  

p o lic y h o ld e r s  and ced ing  in su re rs , t h e i r  a ssigns and s u cce s ­

so rs  in  in t e r e s t ;  the  t r u s t  and the  assuming in su re r  are 

s u b je c t  to  exam ination as determ ined by th e  d ir e c t o r ;  the 

t r u s t  must remain in  e f f e c t  fo r  so long as th e  assuming 

in s u re r  has ou ts ta n d in g  l i a b i l i t i e s  due under th e  re in su r ­

ance agreements s u b je c t  to  th e  t r u s t ;

( i i )  on o r  b e fo re  March 1 o f  each year th e  t r u s t ­

ees s h a l l  re p o r t  in  w r it in g  to  the  d ir e c t o r  on th e  balance 

o f  th e  t r u s t  and l i s t  th e  t r u s t ' s  investm ents a t th e  end o f 

the  p re ced in g  yea r, and s h a l l  c e r t i f y  the  date o f  term ina­

t io n  o f  th e  t r u s t ,  i f  so planned, o r c e r t i f y  th a t  the  t r u s t  

does no t ex p ire  b e fo re  th e  fo llo w in g  December 31;

( i i i )  in  th e  ca se  o f  a s in g le  assuming in su re r , the 

t r u s t  s h a l l  c o n s is t  o f  t r u s t  money rep re sen tin g  th e  assuming 

in s u r e r 's  l i a b i l i t i e s  a t t r ib u ta b le  to  busin ess  w r it te n  in



the  U n ited  S ta te s  and, in  a d d itio n , in c lu d e  a t r u s t  surp lus 

o f no t le s s  than $20,000,000? the  s in g le  assuming in su re r  

s h a ll  make a v a ila b le  to  the  d i r e c t o r  an annual c e r t i f i c a t i o n  

o f  th e  in s u r e r 's  so lv e n cy  by the  in s u re r 's  d o m ic ilia ry  

r e g u la to r  and by an independent p u b l ic  a ccou n ta n t;

( i v )  in  the  ca se  o f  a group o f in d iv id u a l un in ­

co rp ora ted  in su re rs , the  t r u s t  s h a ll  c o n s is t  o f  t r u s t  money 

rep resen tin g  th e  g roup 's  l i a b i l i t i e s  a t t r ib u ta b le  to  b u s i­

ness w r it te n  in  the  Un ited  S ta te s  and, in  a d d itio n , in clud e  

a t r u s t  su rp lu s  not le s s  than $100,000,000? th e  group sh a ll 

make' a v a ila b le  to  the  d i r e c t o r  an annual c e r t i f i c a t i o n  o f 

the  so lv en cy  o f  each o f  th e  in d iv id u a l un in corpora ted  in su r ­

ers  by the  g roup 's  d o m ic i l ia ry  re g u la to r  and by an indepen­

dent p u b l ic  a ccou n ta n t; and

(B) re p o r ts  annua lly  to  the  d ir e c t o r  in form ation  

s u b s ta n t ia l ly  th e  same as th a t  reg u ired  to  be rep orted  on the 

N ational A s s o c ia t io n  o f  In su ran ce  Com m issioners' annual statem ent 

form by l ic e n s e d  in su re rs  to  enable th e  d i r e c t o r  to  determ ine the 

s u f f i c i e n c y  o f  th e  t r u s t  fund;

(5) assuming in su re r  th a t  does no t meet the  requirem ents o f

(1) -  (4) o f  t h i s  su b se ctio n , bu t on ly  w ith  r e s p e c t  to  the  insurance 

o f  r isk s  lo ca te d  in  ju r i s d i c t i o n s  where th e  re in su ra n ce  i s  requ ired  by 

a p p lica b le  law o r re g u la tio n  o f  th a t  j u r i s d i c t i o n .

(b) I f  th e  assuming in su re r  i s  no t lice n s e d  o r  a c c re d ite d  to 

t r a n s a c t  in su rance  o r  re in su ra n ce  in  t h i s  s ta te ,  the c r e d i t  perm itted  

by ( a ) (1) -  (4) o f  t h i s  s e c t io n  may no t be allow ed u n less  the  assuming 

in su re r  agrees in  the  re in su ra n ce  agreements

(1) th a t  in  th e  even t o f  th e  fa i lu r e  o f  the  assuming in su r ­

e r  to  perform  i t s  o b lig a tio n s  under the  term s o f th e  re insurance  
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agreement, th e  assuming in s u re r ,  a t  the  req u est o f  the  ced ing  in su re r, 

s h a l l  subm it to  th e  j u r i s d i c t i o n  o f  a co u r t  o f  com petent ju r i s d i c t io n  I 

in  any s ta te  o f th e  U n ited  S ta te s ,  w i l l  comply w ith  a l l  requirem ents 

n e cessa ry  to  g ive  th e  c o u r t  j u r i s d i c t i o n  and w i l l  abide by the  f in a l  

d e c is io n  o f th e  c o u r t  o r  o f an a p p e lla te  c o u r t  in  the  even t o f  an 

appeal; t h i s  p ro v is io n  i s  no t in tended  to  c o n f l i c t  w ith  or overrid e  

th e  o b lig a t io n  o f th e  p a r t ie s  to  a re in su ra n ce  agreement to  a rb itra te  

t h e i r  d is p u te s ,  i f  su ch  an o b lig a t io n  i s  c re a te d  in  th e  re insu rance  

agreement; and

(2) to  d es ig n a te  th e  d i r e c t o r  o r an a tto rn e y  re s id e n t in 

th e  U n ited  S ta te s  as i t s  t r u e  and law fu l a tto rn e y  upon whom may be 

served  la w fu l p ro cess  in  an a c t io n ,  s u i t ,  o r  p roceed ing  in s t i t u te d  by 

o r  on b e h a lf o f  th e  ced in g  in su re r .

( c )  A re d u c tio n  from l i a b i l i t y ,  fo r  re in su ra n ce  ceded to  an 

assuming in su re r  n o t m eeting th e  requirem ents o f  (a ) o f t h i s  s e c t io n ,  

s h a l l  be allow ed in  an amount not exceed ing  th e  l i a b i l i t i e s  c a r r ie d  by 

th e  ced in g  in su re r .  The re d u c t io n  s h a ll  be equal to  th e  amount of 

money h e ld  by or on b e h a lf o f  the  ced ing  in su re r ,  in c lu d in g  money held 

in  t r u s t  fo r  th e  ced ing  in s u re r ,  under a re in su ra n ce  c o n tr a c t  w ith  the 

assuming in s u re r  as s e c u r i t y  fo r  th e  payment o f  o b lig a tio n s  under i t .  

I f  th e  s e c u r i t y  i s  h e ld  in  th e  U n ited  S ta te s  s u b je c t  to  withdrawal 

s o le ly  by, and under th e  e x c lu s iv e  c o n tr o l  o f ,  the  ced ing  in su re r , or 

in  the  ca se  o f  a t r u s t ,  he ld  in  a q u a l i f ie d  U n ited  S ta te s  f in a n c i? 1 

i n s t i t u t i o n ,  th e  s e c u r i t y  must be in  the  form o f

(1) cash ;

(2) s e c u r i t i e s  l i s t e d  by the  S e c u r i t i e s  V a lua tion  O f f i c e  of 

the  N ational A s s o c ia t io n  o f In su ra n ce  Com m issioners th a t q u a lify  as 

adm itted  a sse ts  under AS 21.21;

(3) c le a n , ir r e v o ca b le ,  u n co n d itio n a l l e t t e r s  o f c r e d i t
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issued  or con firm ed  by a q u a l i f ie d  U n ited  S ta te s  f in a n c ia l  i n s t i t u ­

tion?  l e t t e r s  o f  c r e d i t  m eeting a p p lica b le  standards o f  is su e r  a c c e p t ­

a b i l i t y  as o f the  dates o f  t h e i r  issua n ce  o r  co n firm a tio n  s h a ll ,  

no tw ith sta nd ing  the  is su in g  or con firm in g  i n s t i t u t i o n ' s  subsequent 

fa i lu r e  to  meet a p p lica b le  standards o f  is su e r  a c c e p ta b i l i t y ,  co n tin u e  

to  be a cce p ta b le  as s e c u r i t y  u n t i l  t h e i r  e x p ira t io n , ex ten s ion , renew­

a l,  m o d if ica t io n , or amendment, w hichever o c cu r s  f i r s t ;  or

(4 ) o th e r  s e c u r i t y  a c ce p ta b le  to  and approved in  advance by 

the  d ir e c t o r .

(d ) N otw ithstanding  th e  o th e r  p ro v is io n s  o f  t h i s  s e c t io n ,  c r e d i t  

may n o t be a llow ed a d om estic  ced in g  in su re r  u n le ss  the  re in su ra n ce  

c o n t r a c t  p rov id es  fo r  payment by th e  assuming in su re r  on the  b a s is  c f  
the  l i a b i l i t y  o f  the ced in g  d om estic  in su re r  under the in su rance  

c o n t r a c t s  re in su red  w ith ou t d im in u tion  because o f  th e  in so lv e n cy  o f 

the  ced in g  d om estic  in su re r .

(e ) Upon request o f  th e  d ir e c t o r ,  an in s u re r  sh a ll  prom ptly 

inform  the  d ir e c t o r ,  in  w r it in g ,  o f  th e  c a n c e l la t io n  o r  o th e r  m a teria l 

change in  any o f  i t s  re in su ra n ce  c o n t r a c t s  o r arrangements.

( f )  In  t h i s  s e c t io n ,  " q u a lif ie d  U n ited  S ta te s  f in a n c ia l  i n s t i ­

tu t io n "  means an in s t i t u t i o n  th a t ,

(1) fo r  the purposes o f  ( c ) (3) o f  t h i s  s e c t io n ,

(A) is  organ ized  or, in  the  ca se  o f a U n ited  S ta te s  

o f f i c e  o f  a fo re ig n  banking o rg a n iza tio n , i s  l ice n s e d  under the 

laws o f  the  Un ited  S ta te s  o r  a s ta te  o f  th e  U n ited  S ta te s ;

(B) is  reg u la ted , su p erv ised , and examined by U n ited  

S ta te s  fedetr&j or s ta te  a u th o r i t ie s  having reg u la to ry  a u th o r ity  

over banks and t r u s t  com panies; and

(C ) has been determ ined by e i t h e r  the  d ir e c t o r  o r  the 

S e c u r i t i e s  V a lua tion  O f f i c e  o f  the  N ationa l A s s o c ia t io n  of

C S S ?  2 1 2 (LSC) -14-



WORK DRAFT

4

9

10

In sura nce  Com m issioners to  meet the standards o f f in a n c ia l

2 c o n d it io n  and stand ing  th a t  a re  co n s id e red  necessary  and

3 a p p rop ria te  to  reg u la te  the  q u a li ty  o f  f in a n c ia l  in s t i t u t io n s

whose l e t t e r s  o f  c r e d i t  a re  a cce p ta b le  to  the  d ir e c to r ;

5 (2) fo r  the purposes o f  th e  p ro v is io n s  o f  th is  s e c t io n

6 o th e r  than ( c ) (3 ) o f  th is  s e c t io n ,  an i n s t i t u t i o n  th a t

7 (A) is  o rgan ized  o r , in  the  ca se  o f  a United  S ta te s

8 branch o r  agency o f f i c e  o f  a fo re ig n  banking o rg a n iza tion , l i

censed  under the  laws o f  the  U n ited  S ta te s  o r a s ta te  o f  the

U n ited  S ta te s ,  and has been g ran ted  a u th o r ity  to  operate w ith
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11 f id u c ia r y  powers; and

12 (B) is  re g u la te d , su p e rv ised , and examined by U n ited
13 S ta te s  fe d e ra l or state, a u th o r i t ie s  having reg u la to ry  a u th o r ity  

over banks and t r u s t  com panies.

* Se c. 21. AS 21.12 i s  amended by adding a new s e c t io n  to  read;

Se c , 21.12.120. REINSURANCE DEFINED. R e in sura nce  i s  a c o n tr a c t

by w hich th e  assuming in s u re r  agrees to  indem nify  th e  ced ing  in su re r  

in  whole o r \n p a r t  aga inst l i a b i l i t y  th a t  th e  ced ing  in su re r  might 

in cu r  under a sepa ra te  c o n t r a c t  o f  in su ra n ce  w ith  i t s  insured.

* Sec. 22. AS 21.18.010 is  rep ea led  and reen a cted  to  read;

Se c. 21.18.010. ALLOWABLE ASSETS. In  a d eterm ina tion  o f  the

f in a n c ia l  c o n d it io n  o f  an in s u re r ,  o n ly  th o se  a sse ts  th a t are owned by

the in s u re r  and th a t  c o n s is t  o f  the  fo llo w in g  are a llow ed:

'1) cash  in  th e  p o sse s s io n  o f  the  in su re r , o r  in  t r a n s i t  

under i t s  c o n t r o l ,  in c lu d in g  th e  t r u e  ba lance  o f  a d e p o s it  in  a s o l ­

ven t bank, sav ings and loan a s s o c ia t io n ,  or t r u s t  company as d e fin ed  

in  AS 21.21;

(2) investm ents, s e c u r i t i e s ,  p r o p e r t ie s ,  and loans a cqu ired  

or h e ld  under t h i s  t i t l e ,  and in  co n n e c t io n  w ith  those  a sse ts , the
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1 fo llo w in g  item s:

2 (A) in t e r e s t  due or a ccru ed  on a bond or ev iden ce  of

3 indebtedness q u a lify in g  as an adm itted  a sse t th a t is  no t in

4 d e fa u l t  and th a t  is  not va lued  n a b a s is  in c lu d in g  accrued

5 in t e r e s t ;

6 (b ) d e cla red  and urpa id  d iv id e n d s  on s to ck  and shares,
7 u n le ss  the  amount has o th erw ise  been a llow ed as an a sse t;

8 (C ) in te r e s t  due o r a ccru ed  upon a c o l la t e r a l  loan in

g an amount not to  exceed one y e a r 's  in t e r e s t ;

10 (D) in t e r e s t  due or a ccru ed  on d e p o s its  in  so lv e n t
11 banks, sav ings and loan a s s o c ia t io n s ,  and t r u s t  companies, and

j 12 in t e r e s t  due or a ccrued  on o th e r  a s s e ts ,  i f  th e  in te r e s t  i s ,  in

1 13 th e  judgment o f th e  d ir e c t o r  a c o l l e c t i b l e  a s s e t ;
14 (E ) in t e r e s t  due or a ccru ed  on a cu r r e n t  rea l e s ta te
15 mortgage loan th a t  is  an adm itted  a s se t, in  an amount r.ot exceed­
16 ing  th e  va lu e  o f  the  p ro p e rty  over the  unpaid loan  p r in c ip a l  le s s
17 d e lin q u e n t taxes on the  p ro p e rty ; however, i f  th e  in te r e s t  i s  in
18 d e fa u l t  more than th ree  months, o r a tax  o r  in s ta llm e n t on the
19 p ro p e rty  i s  due and unpaid fo r  more than th re e  months, allowance
20 may no t bo made fo r  unpaid in t e r e s t  on th e  loan ;
21 (F ) r e n t  due o r a ccru ed  on re a l p ro p e rty  i f  the  ren t

| 22 i s  no t in  a rre a rs  fo r  more than th re e  months; re n t more than
23 th re e  months in  a rrea rs  i s  a llow ed i f  th e  payment o f  th e  re n t is
24 secu red  by p ro p e r ty  w ith  a c u r r e n t  market v a lu e  n o t le s s  thai 75
25 p e r ce n t  o f th e  t o t a l  re n t  due, he ld  in  th e  name o f  the  tenan t and
26 conveyed to  th e  in su re r  as c o l l a t e r a l ;

; 27 (G) th e  unaccrued  p o r t io n  o f  taxes pa id  b e fo re  the  due
28 date  on re a l p ro p e rty ;
29 (3 ) premium no tes , p o l i c y  lea n s , and o th e r  p o l i c y  a sse ts ,
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l ie n s  on p o l i c i e s ,  c e r t i f i c a t e s  o f l i f e  in su ra n ce , a nnu ity  co n tra c ts ,  

and a ccrued  in t e r e s t  on them, in  an amount not ex ceed ing  the  lega l 

re se rve , and o th e r  p o l i c y  l i a b i l i t i e s  ca r r ie d  on each in d iv id u a l 

p o l i c y ;

(4) b i l l s  r e ce iv a b le  fo r  premiums, or in s ta llm e n t premiums 

o th e r  than fo r  l i f e  in surance , i f  th e  t o t a l  amount does no t exceed the 

unearned premium amount fo r  th e  p o l i c y  on w hich i t  i s  a ccep ted  and i f  

a l l  payment req u ired  i s  cu r r e n t ;

(5) the  n e t amount o f  u n co l le c te d  and d e fe rre d  premiums and 

a nnu ity  co n s id e ra tio n s  in  the ca se  o f  a l i f e  in s u re r ;

(6) premiums in  the  cou rse  o f  c o l l e c t i o n ,  o th e r  than fo r

l i f e  in su ra n ce , no t more than th re e  months p a st due, le s s  commissions 

payable on them, ex cep t th a t  th e  three-m onth l im i ta t io n  o f  t h is  para­

graph does not apply to

(A) premiums payable d i r e c t l y  or i n d i r e c t l y  by the 

U n ited  S ta te s  government o r  by any o f  i t s  in s tr u m e n ta l i t ie s ;

(B) re in su ra n ce  premiums payable by ced ing  in su re rs

a u th o rized  to  t r a n s a c t  busin ess  in  t h i s  s ta te ;  o r

(C) re in su ra n ce  premiums r e ce iv a b le  th a t  might be

o f f s e t  by amounts ca r r ie d  by th e  r e in s u re r  as l i a b i l i t i e s  fo r

amounts due to  th e  in su re r  fo r  unpaid lo s s e s  or o th e r  mutual 

d eb ts ; however, re in su ra n ce  premiums more than 90 days past due 

may no t be a llow ed in  ex cess  o f  10 p e rce n t o f  th e  r e in s u re r 's  

t o t a l  adm itted a sse ts  as shown on i t s  most r e ce n t  annual fin a n ­

c i a l  sta tem ent on f i l e  w ith  th e  d ir e c t o r ;

(7) premiums, no t more than th re e  months pa st due, ex clud ­

ing com m issions payable on them., due from a c o n t r o l l in g  o r co n tro lle d  

person, to  th e  ex ten t th a t

(A) th e  premiums c o l l e c t e d  by th e  c o n t r o l l in g  or

- 1 7 -  C S S B  2 1 2 (L&C)
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c o n t r o l l e d  p e r s o n  a n d  n o t  r e m i t t e d  t o  t h e  i n s u r e r  a r e  h e l d  i n  a  

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

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

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

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

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

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

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

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

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

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

t r u s t  a g r e e m e n t  t h a t ,  i n  t h e  d i r e c t o r ' s  j u d g m e n t ,  d o e s  n o t  a s s u r e  

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

( B )  t h e  c o n t r o l l i n g  o r  c o n t r o l l e d  p e r s o n  h a s  p r o v i d e d  

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

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

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

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

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

r e n e w  3 0  d a y s  b e f o r e  t h e  o r i g i n a l  e x p i r a t i o n  d a t e ;  t h e  l e t t e r  o f  

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

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

e q u a l  o r  e x c e e d  t h e  l i a b i l i t y  o f  t h e  c o n t r o l l i n g  o r  c o n t r o l l e d  

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

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

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

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

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

o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  a n d  t h a t  h a s  a  f i n a n c i a l  s t a n d i n g  

C S S B  2 1 2 ( L & C )  - 1 8 -
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1 s a t is fa c to r y  to  th e  departm ent; the  d i r e c t o r  s h a l l  d isapprove a

2 l e t t e r  o f c r e d i t  th a t ,  in  the d i r e c t o r ' s  judgment, does not
3 assure the  s a fe ty  o f th e  premiums;
4 (C ) th e  c o n t r o l l in g  o r  c o n t r o l le d  person has provided
5 to  th e  in su re r , and th e  in su re r  has m aintained in  i t s  possession ,
6 ev id en ce  th a t  th e  c o n t r o l l in g  o r c o n tr o l le d  person has purchased
7 and has c u r r e n t ly  in  e f f e c t  a f in a n c ia l  guaranty bond, payable to
8 the  in su re r ,  issued  fo r  a con tinuous  term, ca n ce la b le  on ly  on
9 30-day w r it te n  n o t ic e  to  the b e n e f ic ia ry  o f in te n t io n  to  te rm i­

10 nate w ith  the  bond co n tin u in g  in  e f f e c t  fo r  a c ts  com m itted before
11 the  da te  o f  te rm in a ti in, and th a t  i s  in  co n fo rm ity  w ith  the
12 requirem ents s e t  out in  (B) o f  t h i s  paragraph; th e  amount o f  the
13 bond must equal o r exceed the  l i a b i l i t y  o f  the  c o n t r o l l in g  or
14 c o n tr o l le d  person to  th e  in su re r , a t a l l  tim es during  w hich the
15 f in a n c ia l  guaranty bond i s  in  e f f e c t ,  fo r  th e  premium c o l le c t e d
16 by th e  c o n t r o l l in g  o r c o n tr o l le d  person ; a f in a n c ia l  guaranty
17 bond must be issued  under an arrangement s a t i s fa c to r y  to  the
18 d iv is io n ,  by an in su re r  th a t  i s  a u th orized  to  t r a n s a c t  business
19 in  the  s ta te ,  th a t  has a f in a n c ia l  standing  s a t i s fa c to r y  to  the
20 d iv is io n  and th a t  i s  n e ith e r  c o n tr o l le d  nor c o n t r o l l in g  in  r e la ­
21 t io n  to  e i th e r  th e  in su re r  or th e  person fo r  whom th e  bond is
22 purchased; and
23 (D) a f in a n c ia l  exam ination in d ica te s  th a t  th e  con­
24

t r o l l i n g  o r c o n tr o l le d  person i s  s o lv e n t  and has the  a b i l i t y  to
25 pay th e  premiums as they  become due; th e  f in a n c ia l  exam ination,
26 as schedu led  by th e  d ir e c t o r ,  s h a ll  be based on a review  o f  the
27

books and re co rd s  o f th e  c o n t r o l l in g  o r c o n t r o l le d  person ;
2b (8 ) no tes and w r it te n  o b lig a t io n s  not past due, taken fo r
29

premiums o th e r  than l i f e  in su rance  premiums, on p o l i c i e s  perm itted  to

-1 9 - CSSB 212(L&C)
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be issued  on th a t  b a s is  and to  th e  e x te n t o f  th e  unearned premium

rese rves  ca r r ie d  on the p o l i c i e s ;

(9) the  f u l l  amount o f  re in su ra n ce  th a t i s  re co ve ra b le  by a

ced in g  in su re r  from a s o lv e n t  r e in s u re r  and th a t  i s  a u th orized  under

AS 21.12.020;

(10) amounts r e ce iv a b le  by an assuming in su re r  rep resen ting  

money w ithhe ld  by a s o lv e n t  ced in g  in s u re r  under a re in su ra n ce  tre a ty , 

not exceed ing  th e  amounts ca r r ie d  by the  assuming in s u re r  as l i a b i l i t y

fo r  unpaid lo s s e s  and re se rv e s  under th e  co n tra c t?

(11) d e p o s its  or e q u i t ie s  re co ve ra b le  from underw riting

a s s o c ia t io n s ,  s y n d ica te s , and re in su ra n ce  funds o r  from a suspended

banking in s t i t u t i o n  to  th e  e x te n t co n s id e red  by the  d ir e c t o r  a va ila b le  

fo r  th e  payment o f lo s s e s  and c la im s  and a t va lu e s  to  be determ ined by 

the  d i r e c t o r ;

(12) e l e c t r o n i c  data p ro ce ss in g  and re la te d  equipment, and 

op era ting  so ftw are c o n s t i t u t in g  a data p ro ce ss in g , re co rd  keeping, or 

an a cco u n tin g  system  i f  th e  c o s t  o f  the  system , in c lu d in g  subsequent

a d d itio n s  to  th e  o r ig in a l  system , i s  $50,000 o r  more and i f  th a t  c o s t

is  to  be am ortized  in  f u l l  o ve r a p e r io d  no t to  exceed 10 ca lendar 

yea rs ;

(13) intercom pany t r a n s a c t io n s  a r is in g  from income tax 

a l lo c a t io n s  among o rg a n iza tio n s  p a r t i c ip a t in g  in  a co n so lid a te d  tax 

re tu rn , i f

(A) th e re  i s  a w r it te n  agreement th a t  is  in  com pliance 

w ith  r e g u la tio n s  adopted by th e  In te rn a l Revenue S e r v ic e  and the  

agreement in c lu d e s  a

( i )  d e s c r ip t io n  o f  th e  method o f  a l lo ca t io n  and

the  manner in  w hich intercom pany ba lances  w i l l  be s e t t le d ;

and
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( i i )  requirem ent th a t  an intercom pany ba lance  w il l  

be s e t t le d  w ith in  a reasonab le tim e fo llo w in g  the  f i l i n g  o f 

th e  co n so lid a te d  tax  r e tu rn ;

(B) r e ce iv a b le s  a r is in g  ou t o f th e  agreement are due

from a s o lv e n t  o rg a n iza tio n  th a t  i s  no t in  d e fa u l t  on i t s  o b lig a ­

t io n s  and th a t  meets a l l  o th e r  requ irem ents fo r  adm itted  a sse ts ;

and

(C ) l i a b i l i t i e s  th a t  o f f s e t  the  re la te d  intercom pany

re ce iv a b le s  are re co rded  in  the  f in a n c ia l  sta tem en t o f  one or

more o f  the o th e r  o rg a n iza tio n s  p a r t i c ip a t in g  in  the  agreement;

(14) th e  amount o f  fo re ig n  exchange d i f f e r e n t ia l  on the

ex cess o f  a sse ts  over l i a b i l i t i e s  re co rd ed  in  fo re ig n  c u r r e n c ie s ;

(15) an unsecured r e ce iv a b le s  from a s o lv e n t  a f f i l i a t e ,  tha t 

is  no t more than s ix  months p a s t due, i f  a l i a b i l i t y  to  o f f s e t  the 

re ce iv a b le  i s  re co rd ed  in  the  a f f i l i a t e ' s  co rrespond in g  f in a n c ia l  

s ta tem en t;

(16) r e ce iv a b le s  a r is in g  from w ho lly  and p a r t ia l ly  uninsured 

a c c id e n t  and h e a lth  p la ns;

(17) a l l  a s s e ts , no t in c o n s is t e n t  w ith  th e  p ro v is io n s  o f 

t h i s  s e c t io n ,  th a t  are allow ed in  th e  annual s ta tem en t form and w ith 

the  annual statem ent in s t r u c t io n s  most r e c e n t ly  p u b lish ed  by the

N ational A s s o c ia t io n  o f  In su ra n ce  Com m issioners and approved by the

d ir e c t o r ;  o r

(18) o th e r  a s se ts , not in c o n s is te n t  w ith  th e  p ro v is io n s  o f 

th i s  s e c t io n ,  co n s id e red  by th e  d ir e c t o r  to  be a v a ila b le  fo r  the 

payment o f  lo s s e s  and c la im s , a t va lu e s  to  be determ ined  by th e  d ir e c ­

to r .

* S e c . 23. AS 21.18.030 i s  repea led  and reen a cted  to  read:

S e c . 21.18.030. ASSETS NOT ALLOWED. (a ) In  a d d itio n  to  a sse ts
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excluded  by the  a p p lica t io n  o f  AS 21.18.010, the  fo llo w in g  are ex­

p re s s ly  no t a llow ed as a sse ts  in  a d e te rm in a tion  o f the  f in a n c ia l  

c o n d it io n  o f an in su re r :

(1) good w i l l ,  trad e  names, and o th e r  s im ila r  in ta n g ib le

a s s e t s ;

(2) advances to  o f f i c e r s ,  o th e r  than p o l i c y  loans, whether 

secured  o r  no t se cured , and advances to  employees, agents, and o ther 

persons on personal s e c u r i t y  on ly ;

(3) s to ck  o f the  in su re r , owned by i t ,  or any m ateria l 

e q u ity  in  the  s to ck  o r loans secured  by the  s to ck , o r a m ateria l 

p ro p o rtio n a te  in te r e s t  in  th e  s to ck  a cq u ired  o r held  through the 

ownership by th e  in s u re r  o f an in te r e s t  in  another firm , co rp o ra tio n , 

or b u s in e ss  u n i t ;

(4) ta n g ib le  persona l p ro p e rty , in c lu d in g  fu r n i tu r e ,  f i x ­

tu re s ,  fu rn ish in g s ,  sa fe s , v e h i c le s ,  l ib r a r i e s ,  s ta t io n e ry ,  l i t e r a ­

tu re ,  and su p p lie s , o th e r  than e l e c t r o n i c  data p ro ce ss in g  machines 

a u th o rize d  by AS 21.18.010, ex cep t p ro p e rty  a cq u ired  through fo r e c lo ­

sure  o f  c h a t t e l  mortgages a cq u ired  under AS 21.21.270, o r p roperty  

th a t  i s  reasonab ly  ne cessa ry  fo r  th e  m aintenance and op era tion  o f  rea l 

e s ta te  la w fu lly  a cq u ired  and he ld  by th e  in su re r  o th er than  rea l 

e s ta te  used by the  in s u re r  fo r  home o f f i c e ,  branch o f f i c e ,  and s im ila r  

p u rp oses ;

(5) the  amount, i f  any, by w hich  th e  aggregate book value 

o f  in vestm en ts  as ca r r ie d  on th  . led g er a ss e ts  o f  th e  in su re r  exceeds 

th e  aggregate va lue  as determ ined under t h i s  t i t l e ;

(6) bonds, n o te s , o r  o th e r  ev id en ce s  o f  indebtedness th a t 

are se cu red  by mortgages o r  deeds o f  t r u s t  th a t  are in  d e fa u lt ;

(7) payments made under th e  In te rn a l Revenue Code o f  1986 

fo r  th e  a lte r n a t iv e  minimum tax , o r  re fund s r e ce iv a b le  th a t  are in
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d isp u te  from a fe d e ra l o r s ta t e  ta x in g  a u th o r ity ;

(8 ) commuted com m issions by w hich th e  p resen t va lu e  o f

fu tu re  com m issions is  pa id  in  advance to  agents;

(9) comm issions and fe e s  forwarded to  agents b e fo re  the

earn ing  o f th e  comm issions and fe e s  by the  agent;

(10) unsecured  loans  due from o u ts id e  so u rce s .

(b ) A l l  nonadm itted a s se ts  and a l l  o th e r  a sse ts  o f d ou b tfu l 

va lue  o r  ch a ra c te r  in c lud ed  as led g er o r  non ledger a sse ts  in  a s t a t e ­

ment by an in s u re r  to  th e  d i r e c t o r ,  o r  in  an exam iner's rep o rt to  the 

d i r e c t o r ,  s h a l l  a lso  be rep o rted , t o  th e  e x te n t o f  the  va lue  d isa llo w ­

ed, as d ed u ctio n s  from th e  gross  a sse ts  o f  th e  in su re r , un less  the 

d i r e c t o r  perm its  a re se rve  t o  be ca r r ie d  among th e  l i a b i l i t i e s  o f  the 

in s u re r  in  p la ce  o f  a d ed u ctio n .

* S e c . 24. AS 21.18.060(a) i s  repea led  and reen a cted  to  read:

(a ) Ex cep t as o th e rw ise  p rov ided  in  AS 21.18.070, an in su re r

s h a l l  m ain ta in  an unearned premium re se rv e  on a l l  p o l i c ie s  in  fo r c e

a g a in s t lo s s  or damage to  p ro p e r ty , in c lu d in g  lo s s  o r  damage under

genera l ca s u a lty  o r  su re ty  in su ra n ce .

* S e c . 25. AS 21.18.060(b) i s  amended to  read:

(b ) The d ir e c to r  may re q u ire  th a t  the  re se rv e s  be equal to  the  

unearned p o r tio n s  o f th e  g ro ss  premiums in  fo r c e  a f t e r  d edu ctin g  

a p p lica b le  re in su ra n ce  in  s o lv e n t  [INSOLVENT] in su re rs  as computed on 

each r e s p e c t iv e  r is k  from th e  p o l i c y ' s  da te  o f  is su e . Ex cep t as 

req u ired  bv [ I F ]  the  d i r e c t o r  under t h i s  su b se ctio n  [DOES NOT SO 

REQUIRE], th e  p o r tio n s  o f  th e  g ross  premium in  fo r c e ,  le s s  a p p lica b le  

re in su ra n ce  in  so lv e n t in s u re r s ,  t o  be he ld  as an unearned premium 

re se rv e  s h a l l  be computed a cco rd in g  to  th e  fo llo w in g  ta b le :

Term fo r  Which P o l ic y  R eserve  fo r  Unearned

W a s  W r i t t e n  P r e m i u m
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1 year o r le s s   .................................................1/2

2 y e a r s ................................ ........................... 1 st year 3/4

2nd year 1/4

3 y e a r s .............................................................. 1 st year 5/6

2nd year 1/2 

3rd year 1/6

4 y e a r s ..............................................................1 s t year 7/8

2nd year 5/8 

3rd year 3/8 

4th year 1/8

5 y e a r s ..............................................................1 s t year 9/10

2nd year 7/10 

3rd year 1/2 

4th year 3/10 

5th year 1/10

Over 5 y e a r s ...................................................... pro  ra ta

* Sec. 26. AS 21.18 i s  amended by adding new s e c t io n s  to  read:

Sec. 21.18.073. UNEARNED PREMIUM RESERVE FOR T IT L E  INSURANCE. 

In  a d d itio n  to  an adequate re se rv e  as to  ou tstan d ing  lo s s e s  as re q u ir ­

ed under AS 21.18.050, a t i t l e  in s u re r  s h a l l  e s ta b lis h ,  segregate, and 

m aintain a guaranty fund o r  unearned premium re se rv e  as provided  in  

t h is  s e c t io n .  A t a l l  tim es and fo r  a l l  purposes, the  sums requ ired  by 

th i s  s e c t io n  to  be reserved  fo r  unearned premiums on t i t l e  guarantees 

and p o l i c i e s  s h a ll  be cons ide red  and c o n s t i t u t e  unearned p o rtio n s  o f 

the  o r ig in a l  premiums and s h a ll  be charged as a re se rv e  l i a b i l i t y  of 

the  in su re r  in  determ ining  i t s  f in a n c ia l  c o n d it io n . W hile the  sums 

are reserved , they  are withdrawn from th e  use o f  the  in su re r  fo r  i t s  

genera l purposes, c o n s t i tu te  a t r u s t  in  fa vo r  o f the  h o ld e rs  o f  t i t l e  

guarantees and p o l i c i e s ,  and must be he ld  a v a ila b le  fo r  re in su ra n ce  of 
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the  t i t l e  guarantees and p o l i c i e s  in  th e  even t o f the  in so lv e n cy  o f 

the  in su re r . T h is  s e c t io n  does no t p re c lu d e  th e  in s u re r  from in v e s t­

ing the  re se rv e s  in  investm ents a u th o rize d  by law fo r  the  in su re r. 

The income from in v e s te d  re se rves  may be in c lu d ed  in  the  general 

income o f the  in su re r  to  be used by the  in s u re r  fo r  a la w fu l purpose. 

The unearned premium re se rve  req u ired  by t h i s  s e c t io n  c o n s is t s  o f not 

le s s  than the  amount computed as fo llo w s  w ith  r e s p e c t  to  a p o li c y  o f 

t i t l e  in su ra n ce  issued  by a t i t l e  in s u re r  a f t e r  December 31, 1990:

(1) 10 p e rce n t o f th e  t o t a l  amount o f  r is k  premiums w ritten  

in  th e  ca len d a r year fo r  t i t l e  in su ra n ce  c o n tr a c ts  must be assigned 

o r ig in a l ly  to  th e  re se rv e ;

(2) during  'each o f the  20 years im m ediately fo llo w in g  the 

year in  w hich th e  t i t l e  insurance  c o n t r a c t  was is su e d , the  reserve  

a p p lica b le  to  th e  c o n t r a c t  must be reduced by f i v e  p e r ce n t o f the 

o r ig in a l  amount o f th e  re se rv e ; w ith  r e s p e c t  to  a p o l i c y  o f t i t l e  

in su ra n ce  issued  by a t i t l e  in su re r  b e fo re  January 1, 1991, the  in su r­

e r  s h a l l  m ain ta in  a t a l l  tim es a re se rv e  o f no t le s s  than $.30 fo r  

each. $1,000 o f  th e  fe e  amount o f  a l l  t i t l e  guarantees and p o l i c ie s  

is su e d  during  th e  p re ced in g  10 yea rs ; t h i s  re se rve  amount, requ ired  to  

be re se rved  fo r  unearned premiums on t i t l e  guarantees and p o l i c ie s ,  

s h a l l  a t a l l  tim es and fo r  a l l  purposes be co n s id e red  and c o n s t i tu te  

unearned p o r t io n s  o f  th e  o r ig in a l premiums and s h a ll  be charged as a 

re se rv e  l i a b i l i t y  o f  th e  in su re r  in  determ in ing  i t s  f in a n c ia l  con d i­

t io n ;  th a t  p o r t io n  o f  th e  unearned premium re se rv e  e s ta b lish e d  w ith 

r e s p e c t  to  a t i t l e  guarantee o r p o l i c y  issued  more than 10 years 

b e fo re  January 1, 1S91, s h a ll  be re le a se d , s h a ll  no long er c o n s t i tu te  

p a rt o f  th e  unearned premium re se rv e , and may be used fo r  any purpose 

by th e  in su re r .

Se c. 21.18.075. BAIL BOND RESERVE. In  p la ce  o f  th e  unearned
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1 premium rese rve  requ ired  on su re ty  bonds under AS 21.18.050, the

2 departm ent may req u ire  a su re ty  in s u re r  o r l im ite d  su re ty  in su re r  to

3 s e t  up and m ainta in  a re se rve  on a l l  b a i l  bonds o r  o th e r  s in g le  premi­

um bonds w ithou t a d e f in i t e  e x p ira t io n  da te , fu rn ish ed  in  ju d ic ia l  

p ro ceed in gs, equal to  25 p e rcen t o f  th e  t o ta l  co n s id e ra t io n  charged 

fo r  the  bonds th a t  are ou tstand ing  as o f  the  date  o f a c u r r e n t  finan

7 c i a l  •■'■'■.atGment o f  the  in su re r .

8 * S e c . 27. AS 21.18.120(a) i s  amended to  read:
9

10

11 [AMPLY SECURED] and no t in  d e fa u lt  in  p r in c ip a l  o r  in t e r e s t ,  be valued

12 as fo llo w s :
■i3

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

(a ) A l l  bonds or o th e r ev id en ces  o f  deb t having a f ix e d  term and 

ra te  o f  in te r e s t  he ld  by an in su re r  may, i f  issued  by a s o lv e n t  e n t i ty

(1) i f  purchased a t par, a t th e  par v a lu e ;

(2) i f  purchased above o r  below par, on th e  b a s is  o f the 

purchase p r i c e  w ith  am ortiza tion  o f  bond premium o r  d is co u n t  [ADJUST­

ED] to  b rin g  the  va lue  to  par a t m a tu rity  and y ie ld  in  th e  meantime 

th e  e f f e c t i v e  ra te  o f in te r e s t  a t  w hich  th e  purchase was made, or 

in s tea d  [IN LIEU ] o f t h i s  method, a cco rd in g  to  another [AN] accep ted  

method o f  v a lu a tio n  approved by th e  d ir e c to r?

(3) th e  purchase p r ic e  may n o t [SHALL] in  any [NO] case  be 

taken a t a h igh er f ig u re  than the  a c tu a l  market va3”.e a t  th e  tim e c f  

purchase, p lu s  a c tu a l brokerage, t r a n s fe r ,  postage o r express  charges 

pa id  in  th e  a cq u is i t io n  o f  th e  s e c u r i t i e s ;

(4) u n le ss  o therw ise  p rov id ed  by v a lu a tio n  e s ta b lish e d  or 

approved by th e  d ir e c t o r ,  [NO] s e c u r i t y  may no t [SHALL] be ca r r ie d  at 

o r above th e  c a l l  p r i c e  fo r  th e  e n t i r e  is su e  d uring  any p e r io d  w ith in  

w hich th e  s e c u r i t y  may be ca lle d .

* S e c . 28. AS 21.18 i s  amended by adding a new s e c t io n  to  read:

Se c . 21.18.900. DEFINITIONS. In  t h i s  ch a p te r  
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>; i (1) "adm itted asset"  means an a sse t allow ed by AS 21.18.010
2 to  be in c lud ed  in  th e  determ ination  o f  th e  f in a n c ia l  co n d it io n  o f a
3 d om estic  o r  fo re ig n  in su re r  or the U n ited  S ta te s  branch o f  an a lien
4 in s u re r ;
5 (2) " a f f i l ia t e "  has the meaning g iven  in  AS 21.22.200.
6 (3) " co n tro llin g "  or " co n tro lle d "  has the  meaning g i v e n  in
7 AS 21.22.200 and in c lu d e s  a person th a t  in d iv id u a l ly ,  or in  combina­
8 t io n  w ith  o th e r  persons, owes to  the in s u re r  an amount th a t  exceeds 50
g p e r ce n t  o f  the  in s u r e r 's  t o t a l  premiums in  the  co u rse  o f c o l l e c t i o n  as

10 s ta te d  on th e  in s u r e r 's  f in a n c ia l  s ta tem en t;
11 (4) " fo re ig n  curren cy"  means th e  monetary denom inations of
12 a co u n try  o th e r  than th e  d o l la r  used by th e  U n ited  S ta te s ;
13 (5) " ledger asset"  means an a s s e t  re co rded  on the  general
14 led g e r  o f an in s u re r ;
15 (6 ) "nonadm itted assets" means an a sse t reco rded  on the
16 in s u r e r 's  led g er  th a t  i s  no t allowed by AS 2 1 .I S . 010 to  be in clud ed  in
17 th e  d e te rm in a tion  o f  th e  f in a n c ia l  c o n d it io n  o f  a dom estic  or fo re ign
18 in s u re r  o r th e  U n ited  S ta te s  branch o f  an a lie n  in su re r ;
19 (7 ) "nonledger asset"  means an a sse t no t reco rded  on the
20 g en era l led g er  o f  an in s u re r ;
21 (8) " so lven t"  means able t o  s a t i s f y  a l l  c u r r e n t  and fu tu re
22 o b lig a t io n s  and op era te  as an ongoing e n t i t y .
23 * S e c . 29. AS 21 .2 1 .020 (c) i s  amended t o  read:
24 ( c )  E l i g i b i l i t y  o f  an investm ent s h a l l  be determ ined as o f  the
25

26
da te  o f  i t s  making o r  a cq u is i t io n  (,  EXCEPT AS STATED IN (b) OF THIS 

SECT IO N ].
27

* S e c . 30. AS 21 .2 1 .030 (c) i s  amended t o  read:
28 ( c )  T h is  ch a p te r  does not p r o h ib it  th e  a cq u is i t io n  by an in su re r
29

o f  o th e r  o r  a d d it io n a l s e c u r i t ie s  o r  p ro p e rty  i f  r e ce iv e d  as a
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d iv id e n d  o r as a la w fu l d is t r ib u t io n  o f a s s e ts ,  o r . s u b je c t  to  fdl of 

t h i s  s e c t io n ,  under a law fu l and bona f id e  agreement o f bulk 

re in su ra n ce ,  merger, o r  co n so lid a tio n . An a cqu ired  investm ent [SO 

ACQUIRED] th a t  i s  no t o th erw ise  e l ig ib le  und er t h i s  ch a p te r  o r s u b je c t

to  (d ) o f  t h i s  s e c t io n  s h a ll  be d isposed  o f  under AS 21.21.300^. i f  

p e rson a l p ro p e rty  o r s e c u r i t i e s ,  or und er AS 21.21.290, i f  rea l 

p ro p e r ty .

* Se c. 31. AS 21.21.030 i s  amended by adding new su b se ctio n s  to  read:

(d ) A bona f id e  agreement o f bulk re in s u ra n ce , merger, or con­

s o l id a t io n  in  which th e  co n s id e ra tio n  r e c e iv e d  i s  com prised  o f  a sse ts , 

25 p e r c e n t  o r more o f  w hich , as valued und er AS 21.18, are in e l ig ib le  

under t h i s  ch a p te r , re q u ire s  the s p e c i f i c  w r it te n  approval o f  the 

d i r e c t o r  b e fo re  th e  agreement i s  en tered .

(e )  The d i r e c t o r  may, a t  any tim e, o rd e r  th e  immediate d is p o s i­

t io n  o f  any o r a l l  o f  th e  in e l ig ib le  a sse ts  r e ce iv e d ,  o r may order the 

r e v e r s a l  o f  th e  agreement o f  bulk re in su ra n ce , merger, o r co n so lid a ­

t io n ,  o r  may o rd er o th e r  a c t io n  tha t th e  d i r e c t o r  co n s id e rs  appro­

p r ia te  under th e  c ir cu m s ta n ce s .

* Sec. 32. AS 21.21.050 i s  amended to  read:

S e c .  21.21.050. DIVERSIFICATION OF INVESTMENTS. An in su re r  

s h a ll  in v e s t  in  o r  ho ld  as adm itted a sse ts  ca te g o r ie s  o f  investm ents 

on ly  w ith in  a p p lica b le  l im i t s  as fo llow s:

(1) [ONE PERSON:] an in su re r  may n o t, ex cep t w ith  the 

co n se n t o f  th e  d i r e c t o r ,  have [AT ANY ONE TIME] a com bination  o f 

in vestm en ts  in  o r  loans upon th e  s e cu r i ty  o f  th e  o b lig a t io n s ,  proper­

ty , o r  s e c u r i t i e s  o f  any one person, or in s u r e r ,  aggregating  an amount 

ex ceed in g  f i v e  p e r ce n t o f  th e  in s u re r 's  a s s e t s ;  t h i s  r e s t r i c t i o n  does 

not a p p ly  to
I

(A) gen era l o b lig a tio n s  o f  th e  U n ited  S ta tes^  [OF j 
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1 AMERICA] or
2 (B) qenera l o b liq a tio n s  o f  a s ta te  o f the  United
3 S ta te s  th a t i s  no t in s o lv e n t  and whose s e c u r i t i e s  are no t then in
4 d e fa u l t ;  or
5 (C l [INCLUDE] p o l i c y  loans made under AS 21.21.210;
6 (2 ) [VOTING STOCK:] an in su re r  may n o t in v e s t  in  o r hold  at

' 7 any one tim e  more than 10 per c e n t  o f the o u ts ta n d in g  v o tin g  s to ck  o f
B a co rp o ra tio n , ex cep t w ith  the  consen t o f th e  d i r e c t o r  g iven  w ith
9 resp e ct t o  v o t in g  r ig h ts  o f  p re fe ren ce  s to ck  d u rin g  d e fa u lt  o f d i v i ­

10 dends; t h i s  paraqraoh rPROVISION] does not aDDly to  s to ck  o f  a w ho lly -
11 owned s u b s id ia r y  o f  th e  in su re r  o r  to  c o n t r o l l in g  s to ck  o f an in su re r
12 acqu ired  under AS 21.21.170;
13 (3 ) [MINIMUM CA P ITA L:] an in su re r, o th e r  than t i t l e  in su r ­
14 er, s h a l l  in v e s t  and m ainta in  in ve s ted  funds in  an amount no t le s s  (IN
15 AMOUNT1 th a n  th e  h ia h er o f
16 (A) th e  minimum b a s ic  c a p i ta l  fo r  s to ck  in su re rs  or
17 b a s ic  auarantee su rp lu s  fo r  mutual in s u re r s  and a d d itio n a l su r­
18 p lu s  fo r  both s to ck  and mutual in su re rs  rPAID-IN CAPITAL STOCK!
19 re q u ire d  under AS 21.09.070; or
20 (B) 50 p e r ce n t  o f  th e  to ta l  c a p i t a l  and su rp lu s  shown
21 on th e  most r e ce n t  sta tem ent o f  the in s u r e r 's  f in a n c ia l  co n d itio n
22 as f i l e d  w ith  the  d i r e c t o r  under AS 21.09.200 (TH IS T I T L E  OF A
23

DOMESTIC STOCK INSURER TRANSACTING LIKE KINDS OF INSURANCE,] only
24 in
25

( i !  cashi.
26

( i i )  the  f u l l v  insured p o r t io n  o f  bank d ep os its
27

when th e  in su rance  i s  p rov ided  bv a s o lv e n t  aaencv o f  the  United
28

S ta te s  aovernment o r  bv c o l la t e r a l  in th e  form o f  the  s e c u r i t ie s
29

p ro v id ed  fo r  under AS 21.21.060 and 21.21.080; or
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( i i i )  [AND] th e  s e c u r i t i e s  p rov ided  fo r  under

2 AS 21.21.060 and [ , ]  21.21.080 [AND 21.21.260]?

(4) [ L I F E  INSURANCE RESERVES:] a l i f e  in s u re r  s h a ll  [ALSO]

4 in v e s t  and keep in ve s ted  i t s  funds in  an amount no t le s s  than the

5 rese rves  under i t s  l i f e  insurance  p o l i c i e s  and a n n u ity  c o n tr a c ts ,

o th er  than v a r ia b le  a n n u it ie s ,  in  fo r ce ,  in  cash  o r [AND/OR] the

s e c u r i t i e s  or investm en ts  provided  fo r  under t n i s  ch a p te r ;

(5) [CORPORATE OBLIGATIONS:] ex cep t w ith  th e  d i r e c t o r ' s

wr i t t e n  co n se n t, an in su re r  may no t have in v e s te d  a t any one tim e more 

than 20 p er c e n t  o f  i t s  a sse ts  in  th e  c la s s  o f  s e c u r i t i e s  d e s cr ib e d  in  

AS 21.21.140, e x c lu s iv e  o f  o b lig a tio n s  o f  p u b l ic  u t i l i t i e s ;

(6) [COMMON STOCKS:] an in su re r  may in v e s t  and have in v e s t ­

ed a t any one tim e in  aggregate amount no t more than 10 per c e n t  o f 

i t s  a sse ts  in  a l l  s to ck s  under AS 21.21.160, 21.21.170j, and 21.21.200 

ex cep t w ith  th e  d i r e c t o r ' s  w r it te n  co n s e n t; d e te rm in a tion  o f  the

amount th a t  [WHICH] an in su re r  has in ve s te d  in  common s to ck s  fo r  the

purposes o f  t h i s  paragraph i s  [SHALL BE] based on the  c o s t  o f  the

s to ck s  to  th e  in s u re r ;  t h i s  paragraph does no t apply  to  s to ck  o f a 

c o n t r o l le d  o r su b s id ia ry  in su ra n ce  co rp o ra tio n  o r o th e r  co rp o ra tio n  

held  under AS 21.21.170 and 21.21.180;

(7 ) [MISCELLANEOUS:] ex cep t w ith  th e  d i r e c t o r ' s  w r itte n

con sen t, an in s u re r  may no t have in v e s te d  a t any one tim e more than 10 

p e rce n t o f  i t s  a s s e ts  in  any one o f  th e  c la s s  o f  s e c u r i t i e s  d escr ibed  

in  [ANY ONE OF THE FOLLOWING SECTION S:] AS 21.21.100, 21.21.150j, [AND] 

21.21.190. o r  21.21.250(c !  [ ;

(8 ) OTHER SP EC IF IC  LIM ITS: LIM ITS IN INVESTMENTS IN THE

CATEGORY OF REAL ESTATE ARE AS PROVIDED IN AS 21.21.280; AND OTHER 

SP EC IF IC  LIM ITS APPLY AS STATED IN THE SECTIONS DEALING WITH OTHER 

RESPECTIVE KINDS OF INVESTMENTS].
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* Sec 33. AS 21.21.080 i s  amended to  read:

Se c. 21.21.080. STATE, COUNTY, MUNICIPAL, AND SCHOOL OBLIGA­

TIONS. An in s u re r  may in v e s t  in  bonds or o th e r  e v id en ces  o f ind eb t­

edness th a t  are genera l o b lig a tio n s  o f  [ ,  OR ARE SECURED BY r ‘.EDGE OR 

SP EC IF IC  REVENUES BY,] t h i s  s ta te  or o f  another s ta te  o f  the  United 

S ta te s  or o f  a p ro v in ce  o f  Canada, o r o f a p o l i t i c a l  s u b d iv is io n  or 

a l l  o th e r  ta x in g  d i s t r i c t s  o f  th e se  s ta te s  or p r o v in ce s , i f  the  s ta te  

o r p ro v in ce

f l l  i s  not in s o lv e n t ;

( 2 )  has th e  power to  le v y  taxes fo r  the  prompt payment o f

the  p r in c ip a l  and in te r e s t  o f  the  o b lig a t io n s ;  and

f31 i s  not in  d e fa u lt  in  th e  payment o f  p r in c ip a l  or in t e r ­

e s t  on i t s  d i r e c t ,  genera l o b lig a tio n s  a t th e  date o f the  in vestm en t.

* Se c. 34. AS 21.21.130 i s  amended t c  read:

Se c . 21.21.130. [INTER-AMERICAN] DEVELOPMENT BANKS [BANK]. An 

in s u re r  may in v e s t  in  o b lig a tio n s  issued , assumed^ o r  guaranteed by 

th e  In te r-A m erica n  Development Bank, th e  A fr ica n  Development Bank, or

the  Asian Development Bank, i f  th e  bank i s  s o lv e n t  and not in  d e fa u lt

in  th e  payment o f  p r in c ip a l  o r in t e r e s t  on any o f  i t s  d i r e c t ,  general

o b lig a tio n s  a t th e  date  o f  th e  in ves tm en t.

* Se c. 35. AS 21.21.140(a) i s  amended to  read:

(a) An in su re r  may in v e s t  in  bonds, deben tures, notesj. and o ther

ev id en ces  o f  indebtedness issued , assumed j. o r guaranteed by a so lv en t

dom estic deb to r i n s t i t u t i o n  not in  d e fa u lt  in  th e  payment o f  p r in c ip a l

or in t e r e s t  on anv o f  i t s  d i r e c t ,  genera l o b lig a t io n s  on the  date o f

the  investm ent, i f  th e  bond, debenture, no te , or o th e r  ev iden ce  o f

indebtedness [EXISTING UNDER THE LAWS OF THE UNITED STATES OF AMERICA 

OR OF CANADA, OP OF A STATE OR PROVINCE, WHICH IS  NOT IN DEFAULT AS TO 

PRINCIPAL OR INTEREST AND WHICH] i s  se cured  by adequate c o l la t e r a l  and
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bears f ix e d  in t e r e s t  and i f  during  each o f  any th re e , in c lu d in g  e ith e r  

o f  the  la s t  two, o f  the  f i v e  f i s c a l  years p re ced in g  the  date o f a cq u i­

s i t i o n  by th e  in su re r ,  th e  n e t earn ings o f  th e  d om estic deb to r [ISSU­

ING, ASSUMING OR GUARANTEEING] in s t i t u t i o n  a v a ila b le  fo r  i t s  fixed  

charges [,  DEFINED IN (d ) OF THIS SECTION ,] have been not le s s  than 

one and o n e -q u a rte r  tim es th e  t o ta l  o f  i t s  charges fo r  th a t year. In 

determ in ing  the  adequacy o f  c o l la t e r a l  s e c u r i t y ,  not more thar 

o n e - th ird  o f  th e  t o t a l  va lu e  o f th e  req u ired  col.' a te ra l may c o n s is t  of 

common s to ck .

* S e c . 36. AS 21.21.140(b) i s  amended to  read:

(b ) An in su re r  may in v e s t  in  se cu red  and unsecured  o b lig a tio n s  

o f d om estic  d eb to r [THESE] in s t i t u t i o n s ,  o th e r  than the  o b lig a tio n s  in

(a ) o f  t h i s  s e c t io n ,  bearing  in t e r e s t  a t  a f ix e d  ra te , w ith  mandatory 

p r in c ip a l  and in t e r e s t  due a t s p e c i f ie d  tim es, i f  th e  n e t earn ings o f 

the  dom estic  d eb to r [ISSUING, ASSUMING OR GUARANTEEING] in s t i t u t io n  

a v a ila b le  fo r  i t s  fix e d  charges fo r  a p eriod  o f  f i v e  f i s c a l  years

im m ediately p re ced in g  th e  date o f  a c q u is i t io n  by the  in su re r  have 

averaged per year no t le s s  than one and o n e -h a lf  tim es i t s  average 

annual f ix e d  charges a p p lica b le  to  th a t  p eriod  and i f  during  e i th e r  of 

the  la s t  two years o f  th a t  p eriod  th e  n e t earn ings have been no t le ss  

than one and o n e -h a lf  tim es i t s  f ix e d  cnarges fo r  th e  year.

* Se c. 37. AS 21 .21 .140 (c) i s  amended to  read:

( c )  An in su re r  may in v e s t  in  ad justm ent, income, o r o th e r  con­

t in g e n t  in t e r e s t  o b lig a tio n s  o f  d om estic  deb to r [THESE] in s t i tu t io n s  

i f  th e  n e t ea rn ings o f  th e  d om estic  d eb to r  [ISSUING, ASSUMING OR

GUARANTEEING] in s t i t u t i o n  a v a ila b le  fo r  i t s  f ix e d  charges fo r  a period 

o f f i v e  f i s c a l  years im m ediately p re ced in g  th e  d a te  o f a cq u is i t io n  by 

th e  in s u re r  have averaged per year no t le s s  than one and on e-ha lf 

tim es th e  sum o f  i t s  average annual f ix e d  charges and i t s  average
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annual maximum co n tin g e n t in te r e s t  a p p lica b le  to  th a t  period  and i f  

during  e i th e r  o f  the  la s t  two years o f th a t  p eriod  the  ne t earnings 

have been no t le s s  than one and o n e -h a lf tim es the  sum o f i t s  fixed  

charges and maximum co n tin g e n t in t e r e s t  fo r  th e  year.

* Se c. 38. AS 21.21.140(d) i s  repea led  and reen a cted  to  read:

(d ) In  t h i s  s e c t io n ,  "dom estic debtor"  means an in s t i t u t io n  

e x is t in g  under th e  laws o f  th e  U n ited  S ta te s  o r Canada, o r a s ta te  o f 

the  U n ited  S ta te s  o r a p ro v in ce  o f  Canada.

* Se c. 39. AS 21.21.150 is  amended to  read:

Se c . 21.21.150. PREFERRED OR GUARANTEED STOCK. An in su re , may 

in v e s t  in  p re fe rre d  o r  guaranteed s to ck s  o r  shares o f a so lv e n t  i n s t i ­

tu t io n  j__not_jj3_ defa iilt_ gn_ anY _ o jLJLts_ ob !i;gations_L e x is t in g  under the 

laws o f  th e  U n ited  S ta te s  [OF AMERICA] o r  [OF] Canada, o r o f  a s ta te  

o f th e  U n ited  S ta te s  or p ro v in ce  o f  Canada [THEREOF] , i f  a l l  o f  the 

p r io r  o b lig a t io n s  and p r io r  p re fe rre d  s to ck s , i f  any, o f  th e  i n s t i t u ­

t io n  a t th e  date  o f  a cq u is i t io n  o f  th e  investm en t by the  in su re r  are 

e l i g ib l e  as investm en ts  under t h i s  ch a p te r  and i f  th e  ne t earn ings o f 

the  i n s t i t u t i o n  a v a ila b le  fo r  i t s  f ix e d  charges during  each o f the 

la s t  two f i s c a l  years im m ediately pirecedinq th e  da te  o f  a cq u is i t io n  o f 

the  investm ent bv th e  in su re r  have been, and during  each o f  th e  la s t  

f i v e  f i s c a l  years im m ediately p re ced in g  th e  da te  o f  a cq u is i t io n  o f  the 

investm ent bv th e  in su re r  have averaged, no t le s s  than one and one- 

h a lf  tim es th e  sum o f  i t s  average annual f ix e d  charges, i f  any, i t s  

average annual maximum co n tin g e n t in t e r e s t ,  i f  any, and i t s  average 

annual p re fe rre d  d iv id en d  requ irem ents w hether th e  d iv id en d s  are 

cum u la tive  o r  noncum ula tive and w hether paid  o r  n o t . [FOR THE PUR­

POSES OF THIS SECTION THE COMPUTATION SHALL REFER TO THE FISCA L YEARS 

IMMEDIATELY PRECEDING THE DATE OF ACQUISITION OF TH t INVESTMENT BY THE 

INSURER, AND THE TERM "PREFERRED DIVIDEND REQUIREMENT" MEANS
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1 CUMULATIVE OR NONCUMULATIVE DIVIDENDS, WHETHER PAID OR NOT].
2 * S e c . 40. AS 21.21.160 i s  amended to  read:
3 S e c . 21.21.160. COMMON STOCKS. An in su re r  may in v e s t  in  nonas­
4 sessa b le  common s to ck s ,  o th e r  than in su ra n ce  s to ck s , o f  a so lven t
5 co ro o ra tio n . not in  d e fa u lt  on anv o f i t s  ' ib l ia a t io n s , e x is t in g  under
6 th e  laws o f  th e  U n ited  S ta te s  [OF AMERICA] o r  [OF] Canada, o r a s ta te
7 o f the  U n ited  S ta te s  or p ro v in ce  o f  Canada [TH EREO F], i f  cash o r s to ck
8 d iv id e n d s  have been earned and paid  on i t s  common s to ck  in  each o f the
9 f i v e  f i s c a l  years p re ced in g  th e  a c q u is i t io n ;  and i f ,  [FURTHER,] a l l

10 p r io r  o b lig a t io n s  o r  p re fe re n ce  s to ck  o f th e  co rp o ra tio n , i f  any, are
11 e l ig ib l e  fo r  investm ent under t h i s  ch a p ter. I f  th e  is su in g  corpora ­
12 t io n  has no t been in  leg a l e x is te n ce  fo r  th e  whole o f  the  f i v e  p reced­
13 ing  f i s c a l  years but was formed as a co n s o lid a t io n  o r  merger o f  two or
14 more b u s in e sse s , th e  t e s c  o f  e l i g i b i l i t y  fo r  investm ent o f  i t s  common
15 s to ck  under t h i s  s e c t io n  i s  rSHALL BE1 be based uoon con so lid a ted
16 [CONSOLIDATION] pro forma sta tem ents o f  th e  p red e ce sso r  o r co n s t itu e n t
17 i n s t i t u t i o n s .
18 * S e c . 41. AS 21.21.170(a) i s  amended to  read:
19 (a ) An in su re r  mav in v e s t  in  the  s to ck s  o f  another TOTHER]
20 s o lv e n t  in s u re r ,  no t in  d e fa u lt  on anv o f  i t s  o b lig a t io n s ,  TINSURERS]
21 formed under th e  laws o f  t h i s  o r  another s ta te ,  i f  th e  TWHICHI s to ck s
22 meet th e  a p p lica b le  requirem ents o f  AS 21.21.150 and 21.21.160.
23 * S e c . 42. AS 21.21.190 i s  amended to  read:
24

S e c . 21.21.190. EQUIPMENT TRUST CER TIFICA TES . An in su re r  may
25

in v e s t  in  equipment t r u s t  o b lig a tio n s  or [OF] c e r t i f i c a t e s  adequately
26

se cu red  and ev id en cin g  an in t e r e s t  in  tra n s p o r ta t io n  equipm ent, wholly
27

or in  o a r t  w ith in  th e  U n ited  S ta te s ,  i f  th e  fOF AMERICA, WHICHl' o b l i ­
28

g a tio n s  o r  c e r t i f i c a t e s  ca r ry  th e  r ig h t  to  r e c e iv e  determ ined p o rtion s
29

o f  r e n ta l,  purchase, o r  o th e r  f ix e d  o b lig a to ry  payments to  be made fo r
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* S e c . 43. AS 21.21 i s  amended by adding a new s e c t io n  to  read:

S e c . 21.21.245. POOLED INVESTMENTS. (a ) An in s u re r  may in v e s t

in  th e  s e c u r i t i e s  o f  e l ig ib l e  pooled investm ent com panies, i f  90 

p e rce n t o f  th e  a sse ts  o f  th e  pooled  investm ent companies would o th e r ­

w ise be e l i g ib l e  fo r  investm ent under AS 21.21.060, 21.21.150, 21 .21 .- 

160, 21.21.200, 21.21.225, o r  21.21.230, i f  th e  investm en ts  were not 

h e ld  in  a pooled  investm ent form at.

(b) In  a d d itio n  to  m eeting th e  requ irem ents o f  (a ) o f  th is  

s e c t io n ,  a pooled  investm en t i s  e l ig ib l e  fo r  i n i t i a l  investm ent by an 

in s u re r ,  and co n tin u ed  ho ld ing  by an in su re r ,  on ly  i f  i t  appears on 

th e  most r e ce n t  l i s t '  o f  e l i g ib l e  pooled investm ent companies main­

ta in ed  by th e  d i r e c t o r .

( c )  In  determ in ing  adherence to  th e  l im i t s  e s ta b lish e d  under 

AS 21.21.050, th e  pooled  investm en ts  are measured as i f  th e  in su re r  

h e ld  pro ra ta  th e  investm en ts  o f th e  pooled investm ent company.

* S e c . 44. AS 21.21.250 i s  amended by adding a new su b se c t io n  to  read:

( c )  A d om estic  in s u re r  may in v e s t  in  no tes  o r  o th e r  ev id en ce  of 

indeb tedness o f  th e  Alaska L i f e  and D i s a b i l i t y  In su ra n ce  Guaranty 

A s s o c ia t io n ,  and th e  d i r e c t o r  may co n s id e r  th o se  n o tes , and o th er 

ev id en ce  o f  indeb tedn ess, th a t  a re n e t in  d e fa u lt ,  as adm itted  a sse ts  

o f  th e  in s u re r .

* S e c . 45. AS 21.21 .270 (b ) i s  amended to  read:

(b ) B e fo re  th e  a cq u is i t io n  o f  a c h a t t e l  mortgage under th is  

s e c t io n ,  item s o f  p ro p e rty  t o  be in c lu d ed  s h a l l  be s e p a ra te ly  a pp ra is­

ed by a q u a l i f ie d  i ndependent a p p ra ise r  and th e  f a i r  market value 

determ ined . A c h a t t e l  mortgage loan  may no t exceed in  amount th e  same 

r a t io  o f  loan  to  th e  v a lu e  o f  th e  p rop erty  th a t  i s  a p p lica b le  to  the 

companion loan  on th e  re a l p ro p e rty .
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Sec. 46. AS 2 1 .21 .270 (c) i s  amended to  read:

( c )  T h is  s e c t io n  does not p r o h ib it  an in su re r  from tak in g  l ie n s  

on personal p rop erty

(1) as a d d itio n a l s e c u r i t y  fo r  an investm ent otherw ise 

e l ig ib le  under t h i s  c h a p te r : o r

( 2 )  to  improve an i n s u r e r s  c o l l e c t i o n  e f f o r t s  o r s e cu r i ty  

con cern ing  an investm ent e i th e r  e l ig ib l e  o r i n e l ig ib le  under th is  

ch a p te r .

Sec. 47. AS 21.21.280 i s  amended to  read:

Sec. 21.21.280. REAL ESTATE. An in su re r  may in v e s t  in  rea l 

e s ta te  on ly  i f  usea fo r  th e  purposes or a cqu ired  in  th e  manner and 

w ith in  the  l im i t s  as fo llo w s :

(1) th e  3 and and the  b u ild in g s  on th e  land in  w hich i t  has 

i t s  p r in c ip a l  o f f i c e  ( , ]  and th e  o th e r  re a l e s ta te  th a t  i s  reguired  

[REQUISITE] fo r  i t s  co n ven ien t accommodation in  th e  t r a n s a c t io n  o f  i t s  

bu sin ess ; ex cep t th a t  th e  aggregate investm ent under t h i s  paragraph 

may not exceed 10 p e rce n t o f  th e  in s u r e r 's  adm itted  a sse ts  as shown on 

the in s u re r 's  most r e ce n t  statem ent o f  f in a n c ia l  c o n d it io n  as f i le d  

w ith  the  d i r e c t o r  under AS 21.09.200 u n le ss  o th erw ise  a u th o rized  by 

the  d ir e c t o r ;

(2) w ith  th e  p r io r  approval o f  th e  d ir e c t o r ,  a p a rce l o f 

re a l e s ta te  a cgu ired  under (13 o f  t h i s  s e c t io n  may in c lu d e  excess 

space fo r  r e n t  to  o th e rs  i f  i t  i s  reasonably  a n t ic ip a te d  th a t  the 

ex cess i s  reg u ired  in  o rd e r to  have a b u ild in g  th a t  w i l l  be a v ia b le  

econom ic u n i t :

( 3 )  r e a l e s ta te  a cqu ired  in  s a t i s fa c t io n  o f loans, mort­

gages, l ie n s ,  judgm ents, decrees^, o r deb ts  p re v io u s ly  owing to  the 

in su re r  in  th e  cou rse  o f i t s  b u s in e ss ;

(43 [(3)] real estate acquired in part payment of the
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co n s id e ra tio n  on th e  sa le  o f  o th er  re a l e s ta te  owned by the  in su rer 

[ I T ] ,  i f  th e  tr a n s a c t io n  does not in cre a se  the in s u r e r 's  investm ent in 

re a l e s ta te ;

( 5 )  [ ( 4 ) ]  re a l e s ta te  a cqu ired  by g i f t  or d e v ise  [ , ]  or

through merger, c o n s o lid a t io n ,  or bu lk  re in su ra n ce  o f another in su re r  

under t h i s  t i t l e ;

( 6 )  [ ( 5 ) ]  th e  s e l l e r ' s  .in te re s t in  re a l p rop erty  s u b je c t  to  

an agreement o f  purchase o r sa le , but th e  sum in v e s te d  in  a p a rce l o f 

r e a l e s ta te  may [SHALL] no t exceed th re e - fo u r th s  o f  the market value 

o f the  p a rce l ij: [PROVIDED] i t  c o n s is t s  o f one o r two fa m ily  re s id en ­

t i a l  p ro p e r ty , 'or [AND] tw o -th ird s  o f  th e  market va lue  o f  a l l  o ther 

p a rce ls  o f  re a l e s ta te ;

(7) [ ( 6 ) ]  r e a l e s ta te ,  or any in t e r e s t  in  re a l e s ta te

a cqu ired  o r he ld  by purchase, leasej. o r o th erw ise , o th e r  than rea l 

e s ta te  t o  be used p r im a r ily  fo r  a g r ic u l tu r a l  purposes, ra n ch in g . 

[RANCH] m ining, developm ent o f  o i l  or m ineral re so u rce s , o r  re cre a ­

t io n a l ,  amusement j. o r c lu b  purposes, [ACQUIRED AS AN INVESTMENT] fo r  

the  p ro d u ctio n  o f  incom e, and o th e r  than re a l e s ta te  d e s cr ib e d  in (1) 

o f t h i s  s e c t io n ,  th a t  i s  s i tu a te d  in  anv s ta te  o f  th e  U n ited  S ta te s , 

and th e  c o n s t r u c t io n  o f  improvements upon i t .  on th e  fo llo w in g  co n d i­

t io n s :

( k )  th e  p r io r  approval o f  the  d i r e c t o r  has been ob­

ta in e d ; th e  d ir e c t o r  s h a l l  g ive  approval on a showing bv the 

in su re r  th a t

fi^ th e  in su re r  has adequate a sse ts  a v a ila b le  fo r 

th e  long -term  investm ent and th e  in te r e s t s  o f the  in s u re r 's  

p o lic y h o ld e r s  w i l l  n o t be jeop ard ized  bv i t ;

fii^  th e  investm ent w i l l  not exceed th e  reasonable 

va lu e  o f  th e  p ro p e rty  o r o f th e  in t e r e s t  in  : t  th a t  the
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in su re r  proposes to  a cq u ire ;

.(l i t ) th e re  is  a reasonable p r o b a b i l i ty  o f occupan-.

cy  o f  the  p rop e rty  s u f f i c i e n t  to  make th e  investm ent p r o f i t ­

a b le ; and

f iv )  th e re  is  reasonable cause to  b e lie v e  th a t the 

in su re r  w i l l  Le  in  com pliance w ith  th e  p ro v is io n s  o f th is  

subparagraph over the  e n t i r e  p eriod  th a t  th e  in su re r  owns 

the  p rop e rty ;

th e  in su re r  must own the  e n t i r e  p rop e rty , except

th a t i t  mav share ownership w ith  one o r more in su re rs  au thorized

to  do business in  th e  s ta te  under agreements th a t w i l l  assure

co n ce rte d  a c t io n  in  managemant and c o n t r o l  o f the p rop erty  in

case  o f  the  in so lv e n cy  o f  a p a r t i c ip a t in g  in su re r . and i f  each

investm ent made under t h i s  subparagraph bv the  in su re r  anc bv

each p a r t i c ip a t in g  in su re r  i s  no t le s s  than $250,000 u n le ss  p r io r

w r it te n  approval is  ob ta ined  from the  d i r e c t o r ;

( CM th e  in su re r ,  a lone or in  co n ju n c t io n  w ith  p a r t i c i ­

pants q u a l i f ie d  under (B) o f  t h i s  paragraph, may l e t  c o n tra c ts  

fo r  c o n s tr u c t io n  and pay c o s ts  o f  c o n s t r u c t io n  and le a s in g , hold. 

m ainta in , lea se , and manage th e  p rop erty , c o l l e c t  r e n ts  and other 

income from i t .  and s e l l  th e  p rop erty  in  whole or in  p a rt;

(Dl th e  p rop e rty  mav be encumbered bv le a se s  to  ten ­

ants and bv r iq h ts -o f-w a v . easements, m inera l re se rv a tio n s ,

b u ild in g  r e s t r i c t io n s ,  and r e s t r i c t i v e  coven a n ts , i f

(i^ th e  encumbrances do n o t in t e r fe r e  substan­

t i a l l y  w ith  th e  use o f  th e  p rop e rty  o r  r e s u l t  in  a f o r f e i ­

tu re  o f  the  p ro p e rty ; o r

( i i )  a p o l i c y  o f  t i t l e  in su ra n ce , equal in  amount 

to  th e  c o s t  o f  th e  p ro p e rty , issued  bv a re sp o n s ib le  t i t l e  
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in su re r  q u a l i f ie d  to._do busin ess  in  the  s ta te  in which t he 

p rop erty  i s  lo ca te d , in su res  the  in su re r  a g a in s t lo ss  or 

damage a r is in g  from such  encumbrances or revers ion ary  

r ig h ts ;

( E )  [OR ACQUIRED TO BE IMPROVED OR DEVELOPED FOR SUCH 

INVESTMENT PURPOSES UNDER AN EXISTING PROGRAM; THE INSURER MAY 

HOLD, IMPROVE, DEVELOP, MAINTAIN, MANAGE, LEASE, SELL , AND CONVEY 

REAL ESTATE ACQUIRED BY I T  UNDER THIS PARAGRAPH;] an in su re r  may 

no t, ex cep t w ith  the  d i r e c t o r ' s  w r it te n  con sen t, have a t any one 

tim e in ves ted  in  re a l e s ta te  [UNDER THIS PARAGRAPH] an amount 

exceeding  f i v e  p e r ce n t o f  i t s  adm itted  a sse ts ;

(8 ) [ ( 7 ) ]  a d d itio n a l re a l e s ta te  and equipment in c id e n t  to

re a l e s ta te ,  i f  n e cessa ry  o r co n ven ien t fo r  th e  purpose o f  enhancing 

the  sa le  o r o th e r  va lue  o f  r e a l e s ta te  p re v io u s ly  a cq u ired  or held  by 

the  in su re r  under ( 3 )  -  o r  ( 7 )  [ (2 )  -  (4 ),  OR (6 ) ]  o f  t h i s  s e c ­

t io n ;  the  re a l e s ta te  and equipment s h a ll  be in c lud ed  to g e th e r  w ith 

the  re a l e s ta te  th a t  i s  enhanced [FOR THE ENHANCEMENT OF WHICH IT  WAS 

ACQUIRED], fo r  th e  purpose o f a p p lica b le  investm ent l im i t s ,  and are 

[SHALL BE] s u b je c t  to  d isp o sa l a t th e  same tim e and under th e  same 

co n d it io n s  as those  app ly ing  to  the  enhanced re a l e s ta te  under AS 21.- 

21.290;

(9) [ ( 8 ) ]  ex cep t w ith  th e  d i r e c t o r ' s  co n sen t, a l l  rea l

e s ta te  owned by th e  in su re r  [UNDER THIS SECTION ], ex cep t th e  s e l l e r ' s  

in t e r e s t  s p e c i f ie d  in  [6] [ ( 5 ) ]  o f  t h i s  s e c t io n ,  may no t a t any one 

tim e exceed 15 p e r ce n t  o f th e  in s u r e r 's  a sse ts .

* S e c . 48. AS 21.21.310(a) i s  amended to  read:

(a) Real e s ta te ,  person a l p ro p e rty , o r s e c u r i t i e s  la w fu lly  

a cq u it td  and he ld  by an in s u re r  a f t e r  e x p ira tio n  c f  the period  fo r 

d isp o sa l o f  them or any ex ten s ion  o f  th e  period  granted  by the
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d ir e c t o r ,  as p rov ided  in  AS 21.21.290 and 21.21.300, may not be 

allowed as an adm itted  a sse t o f  th e  in su re r .

S e c . 49. AS 21.21 i s  amended by adding new s e c t io n s  to  read:

S e c . 21.21.350. INVESTMENT TRANSACTIONS WITH A FFILIA TED  OR

CONTROLLING PERSONS. (a ) Ex cep t as prov ided  in  t h i s  s e c t io n  or

AS 21.21.180, an in s u re r  may not

(1) in v e s t  in  o r d isp ose  o f  o th erw ise  e l ig ib le  investm ents 

issued  by o r due from a f f i l i a t e d  p a rtie s?

(2) purchase from an a f f i l i a t e d  p a rty  an o therw ise  e l ig ib le  

investm en t; or

(3) use th e  s e r v ic e s  o f  a b roker o r  commissioned sa les 

agent who i s  an a f f i l i a t e d  o r  c o n t r o l l in g  person in  s e cu r in g  an o th e r­

w ise e l i g ib l e  investm ent w ith ou t f i r s t  f u l f i l l i n g  the  o b lig a tio n s  

imposed under t h i s  s e c t io n .

(b ) B e fo re  com p leting  investm ent a c t i v i t i e s  w ith  o r through 

a f f i l i a t e d  o r  c o n t r o l l in g  persons, an in s u re r  s h a l l  f u l l y  d is c lo s e  and 

document in  w r it in g  to  i t s  board o f  d i r e c t o r s  and the  com m ittee au­

th o r iz e d  by th e  board and charged w ith  the  su p e rv is io n  or making o f 

th e  investm ent o r  loan in v o lv e d , th e  m a te r ia l f a c t s  co n ce rn in g  the 

a f f i l i a t i o n  or c ir cu m sta n ce s  o f  c o n t r o l .  An in su re r  may no t com plete 

an investm ent a c t i v i t y  w ith  o r through  a f f i l i a t e d  o r c o n t r o l l in g  

persons, u n le ss  th e  board o f  d i r e c t o r s  by s p e c i f i c  board a ct io n , 

a u th o r ize s  th e  t r a n s a c t io n  and co n c lu d e s  th a t  th e  tr a n s a c t io n  com plies 

w ith  ( c )  and (d ) o f  t h i s  s e c t io n .  The v o te  o f  th e  board a u th o riz in g  

th e  tr a n s a c t io n  must be re co rded  in  th e  m inutes, on a member-by-member 

b a s is , and must in d ica te  each v o te  approving, d isa p p rov ing , o r ab­

s ta in in g  on th e  tra n s a c t io n .

( c )  Investm ents o r loans w ith  a f f i l i a t e d  o r  c o n t r o l l in g  persons 

s h a l l  be consummated a t cu r r e n t  market t r a n s fe r  p r i c e s  and under a fee 

212(L&C) -40-



s t r u c tu r e  and a t in te r e s t  o r d is co u n t ra te s  th a t  are com m ercia lly  

reasonable in  the  area in  which the  t r a n s a c t io n  o c cu r s .

(d) The in s u r e r 's  board o f  d i r e c t o r s  i s  re sp o n s ib le  fo r  de­

term in ing  th a t  th e  t r a n s fe r  p r i c e s  are a t cu r r e n t  market and determ in­

ing th e  com m ercial reasonableness of th e  t r a n s a c t io n s  w ith  a f f i l i a t e d  

o r c o n t r o l l in g  persons. The board o f  d ir e c to r s  may r e ly  on indepen­

dent th ir d -p a r ty  experts  in  making i t s  d e te rm in a tion .

(e ) T h is  s e c t io n  does no t apply to  p o l i c y  loans or in  c ircum ­

s ta n ce s  in  which th e  f in a n c ia l  in t e r e s t  o f th e  a f f i l i a t e d  o r c o n t r o l ­

l in g  p a rty  i s  on ly  nominal o r so remote as no t to  g ive  r i s e  to  a 

c o n f l i c t  o f  in te r e s t .

Se c. 21.21.355. CERTAIN DEPOSITS NOT PROHIBITED. T h is  chap ter 

does no t p reven t the  board o f  d ir e c to r s  o f an in s u re r  from d ep os itin g  

s e c u r i t i e s

(1) w ith  a com m ittee appoin ted  fo r  th e  purpose o f  p r o te c t ­

ing th e  in te r e s t s  o f  p o licy h o ld e rs?

(2) w ith  th e  a u th o r i t ie s  o f  a s ta te  o r  co u n try  in  which i t  

i s  ne cessa ry  to  do so in  o rder to  se cu re  perm ission  to  t r a n s a c t  i t s  

appropria te  business?  or

(3) as c o l la t e r a l  fo r  th e  s e cu r in g  o f  a bond req u ired  fo r  

the  busin ess  o f  th e  in su re r .

Se c . 21.21.360. OPTIONS AND FUTURES CONTRACTS. (a) W ith the 

p r io r  w r it te n  approval o f th e  d ir e c t o r  o f  a p o l i c y  o f  hedging under­

taken to  reduce an in s u r e r 's  r is k  from market f lu c tu a t io n s  o r the 

e f f e c t  o f  in f la t io n ,  and adoption  in  w r it in g  o f  th e  p o l i c y  by an 

in s u r e r 's  board o f  d ir e c to r s ,  an in su re r  may in v e s t  in  o p tio n s  and 

fu tu re s  c o n tr a c ts .

(b ) Put and c a l l  o p tio n s  traded  on a reg u la ted  exchange are j 

va lued  as fo llo w s :
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(1 ) fo r  hedges o f  item s c a r r ie d  a t am ortized  c o s t :

(A) op tio n s  owned are va lued  a t th e  premium paid to  

purchase th e  o p tio n ;

(B) op tio n s  so ld  must have th e  p roceeds reserved  at 

f u l l  va lu e  u n t i l  th e  o p tio n  e i th e r  ex p ire s , i s  e x e r c is e d , or a 

c lo s in g  t r a n s a c t io n  has been e f f e c t e d ;

(C ) i f ,  d uring  th e  l i f e  o f th e  o p tio n , the  op tion  is  

no lon g er e f f e c t i v e  as a hedge, v a lu a tio n  a t c o s t  cea ses  and the 

o p tio n  owned o r  p ro ce e is  reserved  i s  va lued  a t i t s  cu r r e n t  market 

value?

(D) u n re a liz e d  ga ins o r lo s s e s  over th e  l i f e  o f the 

o p tio n  are d e fe rre d  u n t i l  th e  u lt im a te  d is p o s i t io n  o c cu r s ;  at 

d is p o s i t io n ,  i f  th e  hedge was e f f e c t i v e ,  th e  ga in  o r  lo s s  is  

re co g n ized  as an adjustm ent to  th e  b a s is  o f  the  hedged item 

a cq u ired  and am ortized  in to  income over th e  rem aining l i f e  o f  the 

hedged item , o r deducted  from th e  co n s id e ra t io n  re ce iv e d  fo r  the 

s e c u r i t y  s o ld ; i f  th e  hedge was no t e f f e c t i v e  and th e  option  

ex p ire s  o r  i s  term ina ted  through a c lo s in g  tra n s a c t io n ,  the  gain 

o r lo s s  i s  re co g n ized  on th e  date o f  e x p ira tio n  o r te rm in a tio n ;

(E ) fo r  e f f e c t i v e  hedges, th a t  a re im p ra c t ica l to  

match a g a in s t s p e c i f i c  hedged a sse ts  o r  l i a b i l i t i e s ,  an in su re r  

no t w ish ing  to  use th e  a cco u n tin g  s p e c i f ie d  in  (D) o f  t h i s  para­

graph may, a t  i t s  d is c r e t io n ,  re co g n ize  th e  ga in  o r lo s s  o f the 

o p tio n  upon i t s  d is p o s i t io n ;

(2 ) fo r  hedges o f  item s ca r r ie d  a t market va lu e :

(A) o p tio n s  owned are va lued  a t th e  cu r r e n t  market 

p r i ^-2 and changes are tr e a te d  as u n re a liz e d  ga ins o r  lo s s e s ;

(B) o p tio n s  so ld  must have th e  p roceeds c r e d ite d  to  a 

l i a b i l i t y  re s e rv e  th a t  i s  marked to  market, and th e  changes

C S S B  2 1 2 (L&C) - 4 2 -



W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

1

i

t re a te d  as u n rea lized  ga ins o r lo s s e s ;

2 (C ) i f  th e  o p tio n  i s  e x e r c is e d , the  premium i s  added

3 to  the  c o s t  o f the  s e c u r i t y  a cqu ired  o r deducted  from the  co n s id ­
4 e ra tio n  re ce iv e d  fo r  th e  s e c u r i t y  so ld ;
5 (3) fo r  o p tio n s  a cqu ired  o r  so ld  nuc in v o lv in g  a hedging
6 t r a n s a c t io n ,  th e  c o s t  o r o th e r  ca r ry in g  va lue  i s  not a llow ed as an
7 adm itted  a sse t.
8 (c )  S to ck  o p tio n s  and purchase w arrants th a t  are tra n s fe ra b le
9 in to  s e c u r i t i e s  th a t  are no t r e s t r i c t e d  as to  t r a n s f e r a b i l i t y  are

to va lued  as fo llo w s , whether or no t p h y s ic a l ly  a tta ch ed  to  any o ther
tt s e c u r i t y :
12 (1) p u b l i c ly  traded  w arrants and o p tio n s , o th e r  than ex­
13 change traded , are valued a t market va lu e ;
14 (2) a warrant o r  o p tio n  having no p u b lic  market th a t  is
15 c u r r e n t ly  t ra n s fe ra b le  in to  shares o f common s to ck  th a t  have no p u b lic
16 market i s  va lued  a t th e  d i f fe r e n c e  r e s u l t in g  from the  s u b tr a c t io n  from
17 th e  a n a ly t i c a l ly  determ ined va lue  o f  th e  s to ck  o f  the  t r a n s fe r  p r ice
18 fo r  th e  w arrant o r  op tio n ;
19 (3) a warrant o r  op tio n  having no p u b lic  market th a t is
20 c u r r e n t ly  tra n s fe ra b le  in to  shares o f  common s to ck  th a t  have a coun­
21 te r p a r t  p u b l i c  market b u t th a t  are them selves r e s t r i c t e d  i s  va lued  at
22 $1; th e  w arrant o r  op tion  i s  no t a llow ed as an adm itted  a s s e t ;
23 (4) a w arrant o r  o p tio n  th a t  has no p u b l i c  market and fo r
24 which th e  f i r s t  t r a n s fe r  date  i s  subsequent t o  th e  date o f  th e  s ta te ­
25 ment has no va lue  fo r  sta tem ent purposes.
26 (d ) An in s u r e r 's  investm ent in  f in a n c ia l  fu tu re s  c o n t r a c t s  is
27

I va lued  as fo llo w s :
28 (1) p o s it io n s  in  fu tu re s  c o n t r a c t s  a re  i n i t i a l l y  va lued  at
29 th e  amount o f  a cash  d e p o s it ,  i f  any, p la ced  w ith  a b roker;
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(2) ga in s o r lo s se s  on fu tu re s  c o n t r a c t s  th a t in su re rs  are 

perm itted  to  d e fe r  are to  be added, in  the  case  o f lo s se s , or dedu ct­

ed, in  th e  ca se  o f  ga in s, to  the  b a s is  o f  the  c o n t r a c t ;

(3 ) fo r  hedges o f  item s ca r r ie d  a t am ortized  c o s t ,

(A) ga ins or .losses may be d e fe rre d  u n t i l  the e a r l ie s t  

o f th e  com p le tion  o f  th e  hedging tra n s a c t io n  o r  the  determ ina tion  

th a t  th e  a n t ic ip a te d  tra n s a c t io n  w i l l  no long er take p la ce ;

(B) i f ,  during  th e  l i f e  o f the  hedge, the  fu tu res  

c o n t r a c t  i s  no longer e f f e c t i v e  as a hedge, d e fe r r a l  a ccoun ting  

cea ses  and a ga in  or lo s s  i s  re cog n ized  to  the  ex ten t th a t the 

fu tu re s  r e s u l t s  have not been o f f s e t  by the  e f f e c t s  o f p r i c e  or 

in t e r e s t  ra te  changes on th e  hedged item ;

(C ) i f  th e  anticipa^?^  tra n s a c t io n  w i l l  no longer take 

p la ce ,  hedge a cco u n tin g  cea ses  and th e  t o t a l  ga in  or lo s s  on the 

fu tu re s  c o n t r a c t  s in ce  in ce p t io n  i s  re co g n ized ;

(D) upon com p le tion  o f  th e  hedging tra n s a c t io n ,  the 

d e fe rre d  ga ins o r  lo s se s  are added to  the  b a s is  o f  th e  hedged 

ite m ;

(E ) upon com p le tion  o f  th e  hedging tra n s a c t io n ,  i f  i t  

i s  im p ra c t ica l  to  match ga in s o r  lo s s e s  to  s p e c i f i c  hedged asse ts  

or l i a b i l i t i e s ,  an in su re r  no t w ish ing  to  use the  a ccoun ting  

method s p e c i f ie d  in  (D) o f  t h i s  paragraph may re co g n ize  the 

p re v io u s ly  d e fe rred  ga ins o r  lo s se s  upor com p le tion  o f  th e  hedg­

ing tra n s a c t io n ;

(4 ) fo r  hedges of. item s ca r r ie d  a t m arket, th e  ga ins or

lo s se s  on fu tu re s  c o n t r a c t s  are re co g n ized  c u r r e n t ly ;

(5) fo r  fu tu re s  c o n t r a c t s  n o t in vo lved  hedging tra n sa c­

t io n s ,  ga in s o r  lo s s e s  are re co g n ized  c u r r e n t ly .

(e) The cost of or other carrying value of warrants or options
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1 e x e r c isa b le  in to  s e c u r i t i e s  th a t  are r e s t r i c t e d  as to  t r a n s fe r a b i l i t y ,

2 and the  r e s t r i c t e d  s e c u r i t i e s  in to  which they  are t ra n s fe ra b le ,  are

3 not allow ed as adm itted  a sse ts .

( f )  W ithout the  express, w r it te n  perm iss ion  o f th e  d ir e c to r

b e fo re  a change, the  a lte r n a t iv e  methods o f  a d ju s t in g  the  hedged item 

or re co g n iz in g  ga ins o r lo s s e s  a t d is p o s i t io n  as d e s cr ib e d  in  th is  

s e c t io n  must be c o n s is t e n t ly  a p p lied  from p e r io d - to -p e r io d  fo r  a 

p a r t i c u la r  type o f  hedging program. A pprop ria te  d is c lo s u r e s  s h a ll  be 

made as to  whether one o r both  methods are used and the  b a s is  fo r  

determ ining  the  method o r methods used.

* Sec. 50. AS 21.21.600 i s  amended to  read:

Sec. 21.21.600. ' DEFINITIONS [DEFINITION OF DOMESTIC INSURER]. 

In  th is  ch a p te r, u n le ss  the  co n te x t  re q u ire s  o th erw ise ,

(11 " a f f i l i a t e d 11 has the  meaning g iven  in  AS 21.22.200;

(21 "assets"  means a sse ts  th a t  a re a llo w ab le  a sse ts  under

18 i

19

20 

21 

22

23

24

25

26

27

28 

29

AS 21,18.010
17 (3 ) "bank" means an o rg a n iza tio n  organ ized  under the  laws

o f a s ta te  re q u ir in g  th e  perm ission  o f  e i th e r  th e  U n ited  S ta te s  Comp­

t r o l l e r  o f  th e  Cu rren cy  or th e  s ta te  o f  d o m ic ile  d i r e c t o r  o f  banking 

o r e q u iva le n t s ta te  o f f i c e r ,  to  both a c ce p t  d e p o s its  o f in d iv id u a ls

and b usin esses  and make com m ercial loans, and whose d e p o s its  are 

insured  bv th e  Fed era l D ep osit In su ra n ce  C o rp o ra tio n ;

(41 " co n tro l"  an?, " co n t r o l l in g 11 have th e  meaning g iven  in 

AS 21.22.200;

(51 "dom estic in su rer"  has th e  meaning g iven  in  AS 21.90 .- 

900 and, in  a d d itio n , fo r  th e  purposes o f  t h i s  ch a p te r , in c lu d e s  an 

in su re r  th a t  [WHICH] has been a u th o rize d  to  do b u s in e sr  in  t h i s  s ta te  

and th a t  [WHICH], d uring  i t s  th re e  p re ced in g  f i s c a l  years taken to ­

ge the r, o r  during  any le s s e r  p e r io d  o f  tim e i f  i t  has been l ice n s e d  to
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t r a n s a c t  i t s  bu sin ess  in  t h i s  s ta te  [THE STATE OF ALASKA] on ly  fo r 

su ch  le s s e r  p eriod s  o f  tim e, has w r it te n  an average o f  more gross 

premiums in  t h i s  s ta te  [THE STATE OF ALASKA] than i t  has w r it te n  in 

i t s  s ta te  o f  d o m ic ile  during  th e  same p eriod , and th e  g ross  premiums 

w r it te n  c o n s t i t u t e  33 p e rce n t o r  more o f i t s  t o t a l  gross premiums 

w r it te n  everywhere in  th e  U n ited  S ta te s  fo r  the  th re e  year o r le s se r  

p eriod , as rep o rted  in  i t s  th ree  most r e ce n t  annual statements^.

(61 "durable equipment11 means on ly  m echanica l r e fr ig e ra ­

to r s ,  a i r  c o n d it io n in g  equipment, m echanical laundering  machines, 

hea ting  and cook ing  s to v es  and ranges; in  the  ca se  o f  apartment 

houses, m ote ls , and h o te ls ,  "durable equipment" in c lu d e s  room fu r n i­

tu r e  and fu rn is h in g s ;

(71 " fixed  charges" in c lu d e s  in te r e s t  on funded and unfund­

ed deb t, a m o rtiza tio n  o f  debt d is co u n t, and re n ta l fo r  leased prop­

e r t i e s ;

(81 "independent" means no t a f f i l i a t e d  or no t c o n tr o l le d ;

(91 "most r e ce n t  statem ent o f f in a n c ia l  co n d itio n "  means

th e  annual re p o r t  o r q u a r te r ly  re p o rt most r e c e n t ly  f i l e d  under 

AS 21.09.200 and 21.09.205;

(101 "net ea rn ings a v a ila b le  fo r  fix e d  charges" means net 

income a f t e r  d ed u ctin g  opera ting  and m aintenance expenses, taxes o ther 

than fe d e ra l income ta x es, d e p re c ia t io n , and d e p le t io n , exclud ing  

ex tra o rd in a ry  n o n re cu rrin g  item s o f  .income o r  expenses appearing in 

th e  reg u la r  f in a n c ia l  sta tem ent o f  an is su in g , assuming, o r guarantee­

ing in s t i t u t i o n :

(111 "options and fu tu re s  co n tra c ts"  means a put or c a l l

o p tio n  on u n d erly in g  common s to ck s , debt in strum en ts, and s to ck  in ­

d ic e s .  e th e r  s to ck  o p tio n s , purchase w arrants, and f in a n c ia l  fu tu res  

c o n t r a c t s ;
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(12) " p o o le d  in v e s tm e n t s "  means a m anagem en t-typ e  in ve s tm e n t  

company o r  in v e s tm e n t  t r u s t ,  o r  u n i t  in v e s tm e n t  t r u s t ,  o r  s im i l a r  

in v e s tm e n t  v e h i c l e ,  r e g i s t e r e d  w i t h  th e  S e c u r i t i e s  and Exchange Com­

m is s io n  under  15 U . S . " .  80a -  81 ( In v e s tm e n t  Company A c t  o f  1940) and 

q u a l i f y i n g  under  26 U .S .C .  851 ( I n t e r n a l  Revenue Code o f  1986?

(13) " p r e f e r r e d  d i v i d e n d  r e q u ir e m e n t11 means c u m u la t i v e  or 

n o n cu m u la t iv e  d i v i d e n d s ,  w h e th e r  p a id  o r  n o t :

(14) " s a v in g s  and lo a n "  means an o r g a n i z a t i o n  o rg a n iz e d  

under  t h e  law s  o f  a s t a t e  t h a t  has q u a l i f i e d  f o r  t h e  in su ra n ce  p r o t e c ­

t i o n  p r o v id e d  b v  t h e  F e d e r a l  S a v in g s  and Loan In su ra n ce  C o r p o r a t io n :

(15) " s o l v e n t  a gen cy  o f  t h e  U n i t e d  S t a t e s  go ve rn m en t "  means 

an agency  o f  th e  governm en t o f  th e  U n i t e d  S t a t e s  whose a s s e t s  exceed 

i t s  l i a b i l i t i e s ,  and t h a t  has n o t  been d e f i n e d  as i n s o l v e n t  b v  the  

d i r e c t o r  f o r  pu rposes  o f  a d m in is t e r in g  t h i s  c h a p t e r ;

(16) " s o l v e n t  i n s t i t u t i o n  o r  person  o r  company11 means an 

i n s t i t u t i o n ,  p e rso n ,  o r  company whose a s s e t s  e xceed  i t s  l i a b i l i t i e s  

and t h a t  has n o t  been  d e f i n e d  as i n s o l v e n t  b v  th e  d i r e c t o r  f o r  pu r ­

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

* S ec .  51. AS 21 .34 .040(c) i s  amended t o  r e a d :

(c) A  n o n ad m it ted  in s u r e r  may be  e l i g i b l e  t o  p r o v i d e  c o v e ra g e  in  

t h i s  s t a t e  i f  i t  q u a l i f i e s  under  one o f  t h e  f o l l o w i n g :

(1) a f o r e i g n  b u t  n o n a l i e n  s to c k  in s u r e r  may q u a l i f y  under 

t h i s  s u b s e c t i o n  i f  i t  has t h e  [A] minimum u n im p a ired  b a s i c  c a p i t a l  and 

a d d i t i o n a l  s u r p lu s  e q u a l  t o  t h a t  r e q u ir e d  in  i t s  d o m i c i l i a r y  j u r i s d i c ­

t i o n ,  o r  m a in ta in s  [$1,500,000 ON SEPTEMBER 18, 1984, $2,500,000 ON

JUNE 20, 1985, $3,500,000 ON JUNE 20, 1986, AND] $5,000,000 as o f  [ON] 

June  20, 1987, $6.000.000 as o f  December 31. 1990. $10.000.000 as o f

December 31. 1991, $12.500.000 as o f  December 31. 1992. and

$15.000.000 as of December 31. 1993. whichever is greater;
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(2) a f o r e ig n  b u t  n o n a l ie n  mutua l in s u r e r ,  a r e c ip r o c a l  

in s u r e r ,  o r  a m utua l p r o t e c t i o n  and in d e m n i ty  a s s o c i a t i o n  mav q u a l i f y  

under t h i s  s u b s e c t io n  i f  i t  has th e  minimum un im pa ired  b a s i c  s u rp lu s  

and a d d i t i o n a l  s u r p lu s  e q u a l  t o  t h a t  r e q u ir e d  in  i t s  d o m i c i l i a r y  

j u r i s d i c t i o n  o r  m a in ta in s  $6.000.000 as o f  December 31. 1990.

$10.000,000 as o f  December 31. 1991. $12.500.000 as o f  Pecember 31. |

1992, and $15,000,000 as o f  December 31. 1993. w h ic h e v e r  i s  g r e a t e r ;

(3) an a l i e n  in s u r e r  may q u a l i f y  under  t h i s  s u b s e c t io n  i f  

i t  m eets  t h e  minimum [CAPITAL  AND SURPLUS] req u ir em en ts  i n  (1) o r  (2) 

o f  t h i s  s u b s e c t io n  and m a in ta in s  in  t h e  U n i t e d  S t a t e s  an i r r e v o c a b l e  

t r u s t  fund  in  e i t h e r  a n a t i o n a l  bank o r  a member o f  th e  F e d e r a l  Re­

s e r v e  Sys tem  [SYSTEM], i n  an amount n o t  l e s s  than  $2.500.000. as 

s e c u r i t y  t o  th e  f u l l  amount [$1,500,000], f o r  t h e  p r o t e c t i o n  o f  a l l  

i t s  p o l i c y h o l d e r s  and c r e d i t o r s  o f  each member o f  th e  m utua l i n s u r e r - 

r e c i p r o c a l  i n s u r e r ,  o r  m u tua l p r o t e c t i o n  and in d e m n i ty  a s s o c i a t i o n  in  

th e  U n i t e d  S t a t e s ;  th e  t r u s t  fund  must c o n s i s t  o f  in s t ru m e n ts  o f  

s u b s t a n t i a l l y  t h e  same c h a r a c t e r  and q u a l i t y  as th o s e  t h a t  a re  e l i g i ­

b l e  in v e s tm e n ts  f o r  th e  c a p i t a l  and s t a t u t o r y  r e s e r v e s  o f  a d m it te d  

in s u r e r s  a u th o r is e d  t o  w r i t e  l i k e  k in d s  o f  in su ra n ce  i n  t h i s  s t a t e  or  

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

fund must have  an e x p i r a t i o n  [EXPIRY] d a te  t h a t  a t  no t im e  i s  l e s s  

than  f i v e  y e a r s ;

(4) [(3)] a L l o y d ' s  o r  o th e r  s i m i l a r  u n in c o r p o r a te d  group

o f  a l i e n  i n d i v i d u a l  in s u r e r s  may q u a l i f y  i f  i t  m a in ta in s  a t r u s t  fund 

in  an amount n o t  l e s s  th a n  $50.000.000, as s e c u r i t y  t o  th e  f u l l  

amount, f o r  th e  p r o t e c t i o n  o f  a l l  i t s  p o l i c y  h o ld e r s  and c r e d i t o r s  o f  

each member o f  t h e  group in  th e  U n i t e d  S t a t e s ;  t h e  t r u s t  fund must 

c o n s i s t  o f  in s t ru m e n ts  o f  s u b s t a n t i a l l y  th e  same c h a r a c te r  and q u a l i t y  

as th o s e  t h a t  a re  e l i g i b l e  in v e s tm e n ts  f c r  th e  c a p i t a l  and s t a t u t o r y
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