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Bill No: House Bill No. 197 Date: April 8, 1991

Title : "An Act relating to surety bonds Contact: Robert Libbey
of certain fish processors.” 264-2452

This bill amends AS 16.10.290(b) to lower the bond from $10,000 to
$2,000 for fish processors that process less than 30,000 pounds of fish a

year. Presently, all fish processors are required to have a $10,000 bond,
without regard to the processor's size.

A processor dealing with less than 30,000 pounds of fish a year is a very
small processor (owner-operated and fish wheel operations). Accordingly,
the Department does not believe the reduction this bill proposes will
adversely affect the individuals the bonding requirements are intended to
protect.

The Department supports this bill. It will not have a fiscal impact on the
Department.

APPROVED:

Nancy Beap Usera, Commissioner
Department of Labor

PO SITIO N PAPER/Department of Labor



House of Representatives

Member:
Finance Comittce

Finance

Subcommittee Chair:

Courts

Department of Public Safety
Finance

Subcommittee Member:
Department of Fish and Game

Rep. George Jacko, Jr.

M NDUM
TO: Representative elstein, Chair
House Labor and commerce Committee
FROM: Representative <sJhcko, Jr.
SUBJECT: HB 197 "Small ocessing"

DATE April 9, 1991

HB 197 proposes to reduce the surety bond required by the
Department of Labor for fish processors. This legislation
would reduce the bond requirement from $10,000 to $2,000. A
small fish processor is defined as producing 30,000 pounds or
less. The Department of Labor requires surety bonds for fish
processors for wages and claims, and unemployment insurance
contributions.

Through the work of the Bering Sea Fishermen's Association and
others, technology and financial assistance is being provided
to village people who are interested in starting fish
processing facilities. An obstacle for many is the funds
necessary to begln the business. In order to receive a
$10,000 surety bond, one must file with the Department of
Labor a cash deposit or negotiable assets. For many rural
Alaskans this is difficult. Lowering the bond requirement to
$2,000 would make a substantial difference for those
interested in starting a small fish processing facility.



AlJe 0:

R&oresentative Ceorge Jacko
PQV

Juneau, Alaska 99811
August 3, 1990

Dear Representative Jacko,

Bering Sea Fishermen's Association, working Inconjunction with the
Department of Community and Regional Affairs, has helped. form the Inter-
ncy Working Group on Smell Fisheries Development.” This ad hoc group of
state aPenmes along with some private Industry advisors Is working to
streamline and simplify rePuIatlo_ns which affect fishermen especidlly
fishermen Interested In value adding by doing such things as processing
their fish or direct marketing. The Qoals and objectives of the IANGaS

developed Inthe Initial meeting are listed below:

Overall Objectives:

1 To further the economic_development of the small processors and
resource users of commercial fish throughout the state of Alaska.
*"small" Is tailored to resources. L _

2. IVBke available a complete set of plans meeting minimum, requirements
for small processors/smokers.

Slptlaicccﬁic Goalst: Alaska/Interi to streamli |at

us on western Alaska/Interior area to streamline regulatory process

gater Inclucke a?l of Alaska). _ _ g ¥ P
Review the various department’s requlations and definitions_for

ggpggtgng C?Qg attempt to establish definitions that match uniformly

3 Revie%v grr]lg Department's regulations for waiver systems for the small

processor and pernaps try to find more.

4. Focus mainly on the following product types: fresh, frozen, smoked and

[0e.
5. Effect/Implement technology transfer and networking. _

6. Try to provide consistent boundarles/g]url_sdlctlon among agencies.
Z'ASFT{%JQ)eW existing and propose new mechanisms for R &Dand financing, ex.



8. Provide floor plans and materials list for a minimal processor and
smoker to the general public.

endas ang meeting notes from the two preyvious meetings have been
'r-)Ar‘chIosed with this packet to provice yourIO office with background
information on IAANGactivities so far. Tresecond meetrn of the IA/\G
came Up with some specific recommendatrons or requ ato%c ange wh
are listed on the second pace of the 1ANG3/20/90 Meeting Notes under
catego 3a trtIed Labor Bond Hg Rerl]urrerrents These recomrnen ded
changes Involve down-sizing bo mg equirements requlated under AS
16.1 290 for acate% r¥ small processors which process under 30,000
Bgfrnds of round weight fish. Category 3 a) discussion notes are listed

3. Labor Bonding Requirements:
a) Proposed alternatives from the first meeting were discussed and
consensus Was reached which recommended researching whether or not
processors buying under 30,000 os of round fish are even being assessed
any of the bond forfeitures. It was also a reed to recommend 4 reduced bond
requrrement for small processors with a $2,000 bond required_ for a
processor which processes less than 30 OOd lbs. Reporting, prior to
exceeding the meximum and an x day period to procure bonding at the higher
amount Would also be part of the chianges, It was mentioned that while this
$2,000 bond would not cover all the posslble~wages ano/or fish ﬂurchases
needed37r rbeessl0i000 Ibs, a $10/030bond doesn't cover ail the wages*
earne amge OrOCessors efther, These processors mey process millions
ol)ounds and produce more than $1Q.000 worth ofvvageg and/or, fish
purchases ina srngle day let alone an entire season, Another point brought
Up waS~thai large proce sors can go and purchase Foond for a.couple of
hundre doIIars vvhrIe as tPeroeessor mav not have the capital or assefs
%% %rc ase 3 amouﬁp wwould be required to come u, with cash for the rull

This change IS needed because many small business peaple cannot come wp
with the financial re uirements to"provide the large $10,000 bond now
neeced. 1t Is especially difficult for residents of rural and western Alaska
to come up with collateral like real property for bonding, as they often have
a lower incoe level or they have not yet received clear title to property
due to land claims negotiations and/or survey needs. This need IS furthér
substantiated by the findings of the Governgrs December 1989 Conference
on Small Businéss.  Insurance and bonding difficulties tied for the number



one problem facing_s_mall businesses according to a report from the.
Conference. Inaddition, problems with regulations and paperwork tied for

the forth worst problem facing small businessmen.

\What would be needed to change the labor bonding requirement seems to
require statutory address according to the Department of Laoor. At this
PO,In'[ the IANG fegls It should communicate the recommendations regarding

his bonding requirement to you and other legislators aoallow time for
consideration and draftln? of a statute which would best address the

roblem._Basically, a stafute which addresses the concerns listed In Lapor

ing Requirements 3 ) listed above, Is what We are recommending. W\

have drafted an ammendment for your consideration. Please refer to
attachment one to see It and the existing statue, \\é are available for
%]uest_lons at your convenience and would apprecigte your assistance In
orming these statutes and making it easier for fishermen/processors to
develop their businesses.

Sincerely.
Orie Williams, Co-Chair
Inter-Agency Working Graup
AC John
ADCRA  Orie Wllams, Elstun Lausen
ADEC MVarie Fried
ARG Eric Smith _
AL Snoval ackaby-Smith
AR Paul Dick, bk Gruber
BSFA Joe Banta, Jude Henzler



Attachm entO ne

chec 11E6s th 290 Security and Collection of Wages and payment for
W_Ti
@ The amount of the bond shall ke $10,000 unIess dunno the preceding
Ve P(ears that amount Was | éuffrcrent f0sa %Ons y a find 6 ment
resu |ng from a claim asserte qarnst the bond, Cash deposit or other
secunty iled under this section. 0 was msuffrcrent the
shall be $50,000; | 550 ,000 was msufF crent the bond shall be $100,000.
If the commissioner determines that during the preceding five years, a fish
Processor or primary |s uyer( 1) has engaged. in the business, of fish
[OCessoy or nma fish buyer In'the stafe while not in compliance with
his section and (f as not %/et satisfied a frnal Judgment entered against
the processor or Tish uyer or a ment for labor furnished to, or raw
fishery resources purchased t e processor or fish buyer, then the amount
of the’hond for the processor or fish buy er shaII be $100,000. In lieu of the
surlty bond the fish processor or pnmary fish buyer may file with the
commissioner a cash deposit or other negotrab e accurlty acceptable to the
commissioner in the amount specified for the bond. If no claim Is asserted
under this section within tvvo years from the date the bond, cash deposit or
other security is filed, the term of the bond, cash de osit or other security
shall be two years, if a.cclalm has been asserted within two years, the term.
of the bond, cash deposit or other security shall be for five yéars.

Sugoested changes:
%b) amount of the bond shall be $10,000 unless, [I )] dunn the preceding

ive P/ears that amount was [nsufficient fo satisfy a final Judgment
resufting from a claim asserted agarnst the bond, Ccash deposrts or other
secunty |ed under this sectron or 2) the amount of fish processed
annuaIIy IS less th an 30,000 Is] It $10,000 was insufficient, the bond
sha bé $50,000; gsso 000 ey, msuffrcrent the bord shall be $100,000,
If the commissioner de ermrnest at during the preceding five years, a fish
processor or primary fish buyer (1) has endaged, In the business, of fish
processor or pnma fish buyer In‘the stafe while not Incompliance with
his section and (2 (f as not et satisfied a final Judgrrent entered against
the processor or Tish buyer for oayment for labor furnished to, or raw
frshery resources purchased by, the processor or fish buyer, then the amount
e'bond for the processor or fish buyer shall be $100,000. [ If the
amount of frsh processed annuaIIy Is 1e3s than 30,000 pounds, then the hond
amount shaI be $2,000. If the amount of fish processed goes.over 30,000
pou , the fish processor or primary fish buyer shall Immediately notify
he Department of Labor, and wall then have seven days to Increase their
bond WD from $2,000 to $10 000 If the bond Is not increased then the



April 9, 1991

Bering Sea

Fishermen's Association

7125 Christensen Drive
Anchorage, Alaska 99501
(907) 279-6519

Representative George Jacko _
Alaska State House of Representatives
Juneau, Alaska 99811

Re: Amending State of Alaska labor bond requirements

Dear Representative Jacko:

Thank you for this opportunity to speak to you about the
work you have done attempting to reduce the present labor
bond requirements from the present $ 10,000.00 for all fish
processors to $ 2,000.00 for small fish processors.

As you know, we here at BSFA do all our work with rural
Alaskans who are trying to figure out ways to make a go of
it on very little flnancmgf. With mostly S?It and gilue and
their own hard work they often can put together small
catcher/seller operations and can begin to move up to small
time fish smoking and other value adding procedures, but
they really have a hard time coming up with either the

$ 10,000.00 cash or collateral now required for them to get
into processing ventures. For instance, as just one
example, small processors are presently required to put up a
$ 10,000.00 labor bond to protect their payroll even thougfh
that amount may well be in excess of their total pa?/roll or
a season. Whereas large processors with pa?/rolls 0
hundreds of thousands of dollars theoretically protect their
payrolls with that same $ 10,000.00 figure. That seems
inequitable to us, and a real deterrent to much-needed
value adding efforts in bush Alaska. We think that changing
the requirement will make it far more possible and far more
likey that small rural Alaska entrepreneurs will be _
|ntetrested in trying to make a go of it in fish processing
ventures.

Thursday | travel to Dillingham to attend the fish
conference and to speak there at a "small-scale value added
processing session" on Saturday. | will make a point of
airing this issue at that conference and test our opinion
that this proposed change in the required labor bond would
be welcome and effective.

Thanks again for this opportunity to comment on this issue.

Sincerely,

</["Tude Henzle
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To: Ad Hoc Interagency Working Group on Small Fisheries
Development

From: Elstun W. Lau
State of Alas~/DC~A" [/ ]

Joe Banta, Development Specialist

Jude Hensler, Project--Developer
Bering Sea Fishermen's Association

Date: 07/12/89

Subj: Small Added-Vaiue Fish Processors in Rural Alaska:
Regulatory Reform, Technology Transfer, & Financing

E R S e R S S S e e i S S O e S G i

BACKGROUND: Increasing numbers of rural communities,
corporations and individuals are turning to the processing
of fish as a means of extending both value and productivity
of their fishery. Larger units (250,000 ?-plus p.a.) are
based upon known technologies and are designed for a
captured market (usually "capture" is achieved by exclusive
m arketing to venture partners like Towa or Whitney-Fidalgo
who purchase the product).

Smaller Units (around 50,000? p.a. or less) are being looked
to by sole proprietorships w/o exclusive markets and are

designed to meet a variety of product needs that may change
according to the vagaries of supply and demand. ]

"Doing more with less" requires efficiencies of design and a-

dedicated program of technology transfer by the small
processors and the- agencies that work with them.

Currently, both the state and the private sector are working
with research, regulations, and financing schemes that are
based upon the needs and requirements of larger processors.

33£rThe reason for this working group is to focus upon the needs

of the smaller processors which-will be established in
‘greater numbers in rural Alaska and (1.) determine if
alternative approaches to developing, regulating, and
capitalizing these ventures are needed, and (2.), if needed,
to propose those alternative approaches.

Areas to be considered include (but are not limited to)
regulations affecting product QA/QC; regulations in the
workplace; Insurance & Bonding; Financing; and Technical
Assistance by agencies, non-profits, co-operatives, and
others, and Research & Development.

1
*

* %
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Analy«li»:

The $25 million coat par year la an aatlmaca of tha loana and gutrantaaa which
would be loaned wunder this legislation. This estimate is dependent upon how
much hanfcn would utilize the program and upon overall economic conditions vlth
the state which influence loan demand. It ia expected that demand will be
considerable given the differential amortization on the bamts portion and no
collateral requirement on loans of less than five years maturity.
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CS FOR HOUSE BILL NO. 206 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

OlTered:  4/10/91
Referred: Finance

Sponsor(s): REPRESENTATIVES CIIOQUEITE, Baker

A BILL

FOR AN ACT ENTITLED

1 "An Act revising the loan authority of the Alaska Industrial Development and Export

2

3

4
5
6
7
8
9

10
11
12
13
14

Authority, and amending the requirements relating t the authority3 loan guarantee

program; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.155(d) is amended to read:

(d) A loan purchased in whole or in part by the authority with assets of the enterprise
development account or with proceeds of bonds secured by assets of the enterprise development
account, other than a loan which is financed with the proceeds of bonds of the authority and
secured only by a project applicant or a project,

(1) may notexceed $15.000.000 [$10,000,000];

(2) may not exceed the cost of the project or 75 percent of the appraised value
of the project, whichever is less, unless the amount of the loan in excess of this limit is federally
insured or guaranteed or is insured by a qualified mortgage insurance company;

(3) may not be for a term longer than three-quarters of the authority’s estimate

HB0206b -1- CSHB 206(L&C)
New Text Underlined /DELETED TEXT BRACKETED]
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

of the life of the project or 25 years from the date the loan is made, whichever is earlier;

(4)shall contain [COMPLETE] amortization provisions; the amortization
provisions

(A) must be complete and satisfactory to the authority and require
[REQUIRING] periodic payments by the borrower!

(B) may not require the loan oriuinator to amortize the portion of the
loan retained by the loan originator for longer than the amortization period for the
portion of the loan held bv the authority or for 10 years, whichever is less;

(5) shall be in the form and contain the terms and provisions with respect to
insurance, repairs, alterations, payment of taxes and assessments, default reserves, delinquency
charges, default remedies, acceleration of maturity, secondary liens, and other matters the
authority prescribes;

(6) shall be secured as to repayment by a mortgage or other security instrument
in the manner the authority determines is feasible to assure timely repayment under a loan
agreement entered into with the borrower;

(7) may not bemade unless

(A) the project applicant isa  business  venture;

(B) the project applicant is not, or. if theapplicant is not a single
proprietorship, nil members of the business enterprise or enterprises constituting the
project applicant are not, in default on another loan made by the state or by a
public corporation of the state; and

fC) with respect to the loan.

Hi at least 20 percent of the principal amount of the loan is
retained by the loan originator [OF THE LOAN AS LONG AS THE LOAN IS
OUTSTANDING]; or

iil [(B)] 100 percent of the principal amount of the loan is
guaranteed by the United States or an agency or instrumentality of the United

States;
(8) must be
(A) financed from the proceeds of bonds;or |
(B) expected by the authority to be financed from the proceeds of bondks.
CSIIH 20b(L&C) 2 11H02061)

How Text Underlined /DELETED TEXT BRACKETEDJ
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* Sec. 2. AS 44.88.535(a) is amended to read:
(a) The authority may guarantee a loan under AS 44.88.500 - 44.88.599 if the
(1) loan

(A) is commercially reasonable!

IM [,] contains amortization provisions satisfactory to the authority!

(C) [ is secured by adequate collateral, except that security may not
he reouired for a guarantee that is no more than $50.000 for which the proposed
loan amortization period does not exceed five years;

12J[AND THE] net cash flow from the borrower provides adequatecoverage for
the debt service on the loan;

(3) [(2)] term of the loan does not exceed 20 years; -

(4) [(3)] loan is originated with and servient]-by a statechartered or federally
chartered financial institution:; |

(5) [(4)] portion of the loan not“gdaranteed by the authority is held by the
originating financial institution oranother financial institution approved by the authority;

(6) [(B)] loan is to .a business with a majority interest held by state
residents; and

(7) [(6)]Ioan guarantee provides a benefit to the borrower.

* Sec. 3. AS 44.88.535(b) is amended to read:
(b) The authority may provide a guaiantcc from the fund

(1) of 80 percent ofa loan of $50.000 or less that qualifies under
As 44.88.500 - 44.88.599:

(Z)for up to 80 percent of a loan of more than $50.000 thatqualifies under
AS 44.88.500 -44.88.599: the [. THE] ratio of the guarantee to the outstanding principal of the
loan may not increase over the term of the loan.

* Sec. 4, LOAN RATIOS NOT TO BE INCREASED. For aloan of $50,000 or less for which a loan

guarantee was made from the business assistance fund of the Alaska Industrial Development and Export
Authority before the effective date of this Act, the authority may not increase the ratio of the guarantee
to the outstanding principal of the loan in effect on the effective date of this Act over the term of the

loan.

* Sec. D, This Act takes effect immediately under AS 01.10.070(c).

11110206b 3- CSHB 206(1.C)

New Text Underlined [DELETED TEXT BRACKETED]



ALASKA LEGISLATURE

Committees
JUNEAU
JUDICIARY
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ADMINISTRATION '907)465 2647
ANCHOPAGE
00X 10-1776
ANCHOPAGE ALASKA 99510
Q071562 1776
- 1] N
Kevin “Pat” Parnell
Representative
University-Midtown, Anchorage
3-22-91

TO: REP. DAVID FINKELSTEIN, CHAIRMAN
LABOR AND COMVERCE COMMITTEE

AV REP. KEVIN "PAT" PARNELL
RE: HB 206 Subcommittee

Reps. Ivan, Choquette and | met this morning and recommend two ammendments
to the ammended version of HB 206.

1. Section 1 AS 44.88.155 (d) (1) may notexceed $15,000,000;

2. Section 1 AS 44.88.155 (a) add: Funds may be used only for new business
ventures where none of the participants have borrowed from the State of
Alaska inthe past and failed to repaythe full amount of the loan.

It is the recommendation of Rep. lvan and myself with Rep. Choquette's

approval that the Bill simply be ammended rather than becomming a Committee
Substitute.

- Rep Choquett's office will prepare the revised/ammended version for your
office.

| believe most details have been worked out and concerns at this level
have been met and would appreciate scheduling HB 206 at your earliest convenience.

Copies: L & C Committee members

Reps. Choquette & Baker
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Chenowcth
03/22/91

AMENDMEN

OFFERED IN THE HOUSE BY REPRESENTATIVE CHOQUETTE

TO: HB 206

Page 1, lire 10:
Delete "$10,000,000" *
Insert "'$15,000.000 [$10,000,000]"
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Chcnoweclh
03/22/91

AMENDMENT

OFFERED IN THE HOUSE
TO: HB 206

Page 2, lines 16-20:
Delete all material and insen:
"(7) may not be made unless

(A) the project applicant is a new business venture:

(B) the project applicant or. if the applicant is not a single
proprietorship, a member of the business enterprise or enterprises constituting the
project applicant is not in default on another loan made hv the state or hv a public
corporation of the state: and

(C) with respect to the loan,

(i) at least 20 percent of the principal amount of the loan is
retained by the loan originator [OF THE LOAN AS LONG AS THE LOAN IS
OUTSTANDING!; or

(i) [(B)] 100 percent of the principal amount of the loan is
guaranteed by the United States or an agency or instrumentality of the United
States:"



JUtatfba istate legislature
$ouSc of ftcpresentattbes

INTERM SESSION
3111 C Street PO Box V
Anchorage, Alaska 99503 Juneau, Alaska 99811
(907) 561-2033 (907) 465-29%5

Eepresentattbe Babe Cfjoquette

Amendment Number One Offered in the House to HB 206

By Representative Choquette

page 2, line 30, following "a"
Delete "loan"

insert "guarantee which is no more than $50,000"



g>tate legislature
$ousc of Ecprcsentatibces

INTRM SESSION
3111 C Street PO Box V
Anchorage, Alaska 99503 Juneau. Alaska 99811
(907) 561-2032 (907) 465-299%5

&epresentatibe Babe Cljoquctte

Amendment Number Two Offered in the House to HB 206

By Representative Choquette

page 3, line 25, following "(4)"

delete "except as provided in (b) of this section”

page 4, lines 4 through 6

delete Section 5.

Position: My main concern for exempting loans of $25,0000 or less
from loan application fees was to prevent any violation of Alaska
usury statutes. Legal Affairs has specifically addressed this
issue and determined that the fee will not violate the usury
provisions (See attached analysis). Resultingly, this amendment

Is offered to reflect this position and remove the exemption in its
entirety.



Amendment to CSHB 206

Page two, line 17, following "a":

delete "new

Position.” Inclusion of the word "new" in this section of the bill
will limit the ability of AIDEA to refinance existing loans; a
common practice at this time. Acceptance of the amendment will
provide AIDEA with the authority to finance new loans, and
refinance existing loans as long as a project applicant or all
members of a business enterprise constituting a project applicant
are not currently in default on another loan made by the state.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

" P.0. Box Y, Juneau, Alaska 99811 Deliveries to: 240 Main Street
(907) 465-3867 or 465-2450 Court Plaza, Room 500
FAX (907) 465-2029 Mail Stop 3101

MEMORANDUM March 28, 1991
SUBJECT: Do Alaska Industrial Development and Export Authority loan

transaction fees for loans under $25,000 violate the state’s usury
law? (HB 206)

TO: Representative Dave Choquette
ATTN: Joan Nockels

FROM: Jack Chenoweth
Legislative Counsel

In his March 4 letter urging amendment of various statutes governing operations of
the Alaska Industrial Development and Export Authority, National Bank of Alaska
Vice President Jan Sieberts asserts that the fee for loan transactions under $25,000
should be eliminated "so that the transaction does not violate Alaska usury statutes."

| can’t agree with the assertion.
Alaska’s usury statute is AS 45.45.010. A copy of it is attached.

The legislature has explicitly exempted from application of the usury statute "loan[s]
purchased or financed by the [Alaska Industrial Development and Export Authority]
inwhole orinpart " AS 44.88.190(c). The statute is phrased in absolute terms;
it sets no exceptions or conditioning restrictions on the exemption. Loan transaction
fees arise in the context of loan purchasing or loan financing activities of the
Authority. Consequently, if presented with the question of whether the exemption
from the usury rates should be read to extend to cover loan transaction fees, 1 would
guess that a court would apply this statute and conclude that the loan transaction fee

structure, part of the Authority’s loan purchasing or loan financing activities, also falls
within the AS 44.88.190(c) exception.

While there may be plenty of sound policy arguments to support elimination of
transaction fees on small loans, as is proposed by your House Bill 206, the contention
that the imposition of these fees violates the state usury law is not supported because
of AS 44.88.190(c).

JBC:pl:mi
91-217.plm
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To: Rep. Dave Choquette ~ ~

From: Virginia Samson, (Former) Executive Director
Governor's Conferenco on Small Business

Date: March 17, 1991
subject: HB 206

Thank you for your follow up on the Recommendations from the 1909
Governor's Conference on Small Business and for asking me to comment
on HB 206. Also, thanks to Rep.Baker for co-sponsoring the bill.

HB 206 responds to Problem 4A: "Smallbusiness requires better access
to loans from $10,000 to $100,000". Within that problem area, this
bill seems to address Recommendations: _ o
1. The State guaranteed loan program should bhe simplified and
have less costly documentation process; and
3. The State should provide incentives to banks to make $10,000 -
$100,000 loans to small businesses in rural communities.

The main thrust of the billseems to be to expand and clarify
AID&EA's involvement with Ioanguarantees by allowing 80% guaranatee
for a qualifying loan under $50,000 and allows the option of no
security for an amoritization period und*R5 years.

To the extent that AID&EA will work with and provide incentives to
private Dbanks to make funds available to small businesses around the
state, this bill will help. But, if the banks continue to think that
"it's  not worth the trouble to do small loans" (ie they can't make
enough money for the time and paperwork it takes), no bill will help.

Administrative follow up is still needed on Recommendation 3 "The
State needs to provide for the dissemination of information broadly
throughout the state." Lack of knowledge about what financing

programs are available through or assisted by the state is a big
problem.

In sum_mar%/, | sup_port the general idea of HB 206 as a great step in
the right direction to help make small loan amounts “available to
small businesses.
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KENAI PENINSULA BOROUGH
ECONOMIC
DEVELOPMENT

DISTRICT, INC.

March 19, 1991

To: House Labor and Commerce Committee

From: Mike Tagliavento, Executive Direc”t, Kenai Peninsula
Borough Economic Development District

RE: HB 206, Act Revising Loan Authority of AIDEA

Our organization is working very closely with local entrepreneurs
to create employment through the retention, expansion and
creation of small businesses. | applaud the efforts of this
bill's sponsors to find creative ways to overcome the problems
small businesses are having in accessing capital.

AIDEA has the potential of contributin(h; to the capital needs of
small businesses to a greater extent than it has in the past. HB
206 provides new options for AIDEA in this regard, and | would
urge your support.

MBT/sS
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DATE: 19 MARCH 1991

TO: HOUSE LABOR AND COMMERCE COMMITTEE

FAX // 907-465-2294

ATTN: REPRESENTATIVE DAVECHOQUETTE

FROM: BILL DUDLEY- ASBC small SYJEIr\(,SS (tot]J?u*ncC)
NUMBER OF PAGES TO FOLLOW: ONE

MESSAGE: REVIEW COMMENTS REQUESTED ON HB #206



HOUSE BILL NO. 206

ALL ASPECTS OF THIS BILL APPEAR. TO IMPROVE AIDEA'S
AUTHORITY TO ASSIST ALASKAN SMALL BUSINESSES.

HOWEVER, TO MY KNOWLEDGE AIDEA HAS NOT BEEN AN ACTIVE
SUPPORTER OF ALASKAN SMALL BUSINESS FIRMS. IT WOULE BE
INTERESTING TO KNOW JUST HOW MANY LOANS AIDEA HAS MADE TO
ALASKA SMALL BUSINESS FIRMS IN AMOUNTS OF #100,000 OR LESS
IN THE PAST FIVE YEARS. I BELIEVE NONE.

SUGGESTED IMPROVEMENT TO HB 206 WOULD BE TO INCREASE THE

$50,000 to $100,000 UNDER THE 80% LOAN GUARANTEE.






FISCAL NOTE
No. 1

STATE OF ALASKA Bill Version: HB 209___
1991 LEGISLATIVE SESSION (H) Publish Date: 3/11/91

Revision Date: : Department Affected: ~ Commerce u Economic Dev.
Title:  An art relating to timp nf filing BRU: Banking, Securities u Corporations
periodic bank reports of condition. Component:  Banking, Securities u Corporations
Sponsor: :

Requestor:  novprnor COMPONENT SERIALN O .

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 o 1 0 4

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 3 C 3
PART-TIME
TEMPORARY

Estimate of current year impact:.
ANALYSIS: (Attach a separate page if necessary.)

Prepared By: “Willis"F/t6rrkc”trick\ director Phone:  465-2521
Division: Banking, Securities & Corporations

Approved by Commissioner: Dr. Glenn Qlds-------------
Agency: Department of Commerce & Economic Develdpment Dale. I

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev ,0/90 mmom EE COpPY Pag,  0(_
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State of A laska
orriCE 0Or the governor
oJITNK AIT

March 11, 1991

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Speaker Grussendorf:

Under the authority of art. IIl, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to periodic bank
reports of condition.

Under existing AS 06.05.045, state banks are required to file
eriodic reports of condition with the Department of Commerce and
conomic Development. That statute requires these reForts to be
filed within 10 days after receipt of arequest for filing from
the department. This bill extends thatfilindg deadline to 30
days following the end of the period covered by the report.

When the current law was passed, the financial report required
consisted of a one-page balance sheet. Now, the call of
condition frequently requires over 20 pages of financial
information on all aspects of the bank. Additional time is
necessary to ensure that this report will be complete and
accurate. The 30-day period set by the bill corresponds with the
time permitted by the Federal Deposit Insurance Corporation
(FDIC§ to file similar reports.

The bill also makes a minor technicalamendmentto the statute.

| urge your support of this bill.

Governor






FISCAL NOTE
No. 1

STATE OF ALASKA Bill Version: HB 210

1991 LEGISLATIVE SESSION (H) Publish Date: 3/11/91

Revision Date: Department Affected: Commerce & Economic Dev.

Title- Amend the Alaska Securities BRU: Banking, Securities &Corporations
Act of 1959 Component: Banking &Securities

Sponsor: Rules Committee

Requestor:  COVEIMOr COMPONENT SERIAL NO. 1

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 n

CAPITAL 0 0 0 0 I 0 0

REVENUE 400.0 500.0 _ 500.0 .550.Q 550 n n

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Division: Banking, Securities &« Corporations P/?2n/Qi

Approved by Commissioner: Glenn A. Olds /AACS'/ﬁb*, na2n
Agency: Department of Commerce & Economic Development Date: 21?0/ qi

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

WFK/KPAd°g18954D/022091a COPY page | _ol J —
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State of A laska
CIrriCE OF THE GOVERNOR
JTIEBA U

March 11, 1991

The Honorable Ben Grussendorf
Speaker of the House

P.O. Box V

Juneau, AK 99811

Dear Speaker Grussendorf:

Under the authority of art. IIl, sec. 18 of the Alaska
Constitution, | am transmitting a bill to amend the Alaska
Secbulrities Act of 1959. The bill addresses three administrative
problems.

First, the bill would change existin%statutes to allow the
Department of Commerce and Economic Development (department) to
set securities reglstratlon-related fees by regulation. Sections
1, 2, 4, and 6. urrently, almost all registration-related fees
are expressly set by statute. Because those statutes have not
been updated for many years, the fees are significantly below
those charged by other jurisdictions and are inadequate to pay
for the services provided. The intent of the department is to
set the fees by re?ulation at an amount consistent with that
charged by other states.

Second, in an effort to reduce the amount of duplicate fiIi_ngis
and unnecessary paperwork handled by the department, the bil
provides that the administrator of securities (the director of
the division of banking, securities and corporations) may arrange
with the National Association of Securities Dealers or the
Securities and Exchange Commission to have coordinated national
filings, and may accegt certain uniform registration-related
procedures. Section

Third, the bill provides for new exemptions from the registration
requirement for securities. At present, securities listed under
a number of national stock exchanges are exempt from
registration. AS 45._55.140(a)(10()]. The bill will add to that
list two other recognized exchanges, the Chicago Board Oi)tlons
Exchange and the National Association of Securities Dealers
Automated Quotation National Market System (NASDAQ/NMS).
Additionally, the administrator would have the flexibility to add
to that list as conditions dictated. Most jurisdictions 'have a
similar form of administrator exemption approval.



The Honorable Ben Grussendorf -2-

The bill updates the Alaska Securities Act to bring it in line
with current practice and to permit coordination with national
enforcement authorities. | urge your support of this measure.



National Association of
Securities Dealers, Irc.
‘735 K Street N W

Washington. D C. 20006

March 19, 1991 (202) 728-8000

BY FAX

The Honorable David Flnkelstein, Chairman
House Labor & Commerce Committee
Alaska State Legislature

State Capitol

P.O. Box V

Juneau, AK 99811

REt House BUI 210

Dear Chairman Finkelsteln:

On behalf of the National Association of Securities Dealers, Inc. (NASD), | am writing to urge
your support of House BUI 210 to amend the Alaska Securities Act. The NASD is charged with the
responsibility of regulating both the National Association of Securities Dealers Automated Quotation
System (NASDAQ), which Is the second largest securities market in the United States, and the over-the-
counter securities markets. This task encompasses both regulation of virtually every broker/dealer firm
Ln the country that conducts business with the public and the regulation and operation of the NASDAQ
system.

The NASD strongly supports passage of HB 210 since it includes an important provision to
exempt from state registration those securities that are listed on the NAS5DAQ National Market System
(NMS). This legislation, like the Securities and Exchange Commission and the Federal Reserve,
recognizes the equality of securities listed on NMS with those listed on die New York and American
Stock Exchanges. Passage of HB 210 also promotes uniformity with other states since 41 states, to date,
have provided this exemption for securities listed on NMS.

We urge you and your colleagues to favorably report this bill at the Labor & Commerce
Committee hearing scheduled for March 21, 1991. If you have any questions, please call me at (202)
728-8289.

Sincerely,

Frank J. Formica

Vice President

Office of Congressional and
State Liaison

cc: Mr. Larry Carroll






RSCAL NOTE
STATE OF ALASKA BILL NO. HB 219
1992 LEGISLATIVE SESSION

Revision Date: Department Affected:  COmmerce & Econ. Dev.

tiug, Nonprofit Corporation Code Revision bru: Banking, Securities & Corporations
component:_____Corporations

Sponsor: Rules by Legislative Council

Requestor:  House Labor & Commerce COMPONENT SERIAL NO. 1

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 96
PERSONAL SERVICES 51.0 51.0 51.0 51,0 5.0 51.0
TRAVEL 4.0 4.0 4.0 4,0 4.0 4.0
CONTRACTUAL 21.0 21.0 21,0 21,0 ZEjD 21.0
SUPPLIES 2.0 1.0 1.0 0 1.0
EQUIPMENT 62.7 20.0 0 0 0 0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 138.7 98.0 77.0 77.0 77.0 77.0
CAPITAL 0" 0 0 0 0 0
REVENUE FUND RESOURCE: 0 ! 0 0 0 0 0
FUNDING: (Thousands of Dollars)
GENERAL FUND 138.7 98.0 77.0 77.0 77.0 77.0
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL " TCBT77 98.0 m 77.0 77.0 77.0 77.0
POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME
TEMPORARY
Estimate of current year Impact:
Division: Banking, Securities & Corporati Date: 419/92
Approved by Commissioner: Genn A 01d7 -
Agency: Department of Commerce & Economic Development Date:
Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legls. Ofc., and Impacted A"ency(les)*
WFK/KP/dgl1493D-1/040992b PaQe-------- of e

(Rev. 12/91)



FISCAL NOTE - HB 219

ANALYSIS:

The projected expenses include a new accounting position to audit financial
statements/biennial reports; approve the dispositions of corporate assets,
mergers and consolidations; involuntarily dissolve corporations for
misrepresentations; and other examining responsibilities. Travel expenses
would be needed on a quarterly basis to examine Anchorage-based corporations
for complaints, examinations and investigations. Contractual expenses include
the rights of the corporations to request hearings or administrative
procedures for actions taken by the Commissioner. Equipment and Supplies
would be used to purchase 1imaging equipment. The Corporations Staff is
already inundated with excessive filings in hard copy, fiche and film.
Retrieval is extremely slow and time-consuming. Rather than increase staff by
requesting two additional persons, we could accomplish the additional filings
and review withthe expedited imagingretrieval system. (This was also
recommended by the Governor®s Efficiency Team.)

SUMMARY OF EXPENDITURES - FY 93

Personal Services: $51.0
Accountant Il - Range 16 - Juneau
Travel: $ 4.0

(Juarterly investigations/examinations in
Anchorage

Contractual: $21.0
Postage for nonprofit mail outs $ 1.0
Administrative Officer 20.0

Supplies: $ 1.0

Imaging supplies-optical disks (not FY 93)
Equipment: $62.7
initial purchase of stand-alone optical
imaging includes a workstation, PC,
software, digitizer, printer and roll
film backup $60.0

Computer for accountant position 2.7

1493D-2/040992b

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 219
1992 LEGISLATIVE SESSION

Revision Date: Department Affected: Commerce & Econ. Dev.
Nonprofit Corporation Code Revision bru: Banking, Securities & Corporations
Component: Corporati ons

Sponsor: Rui SS
Requestor: COMPONENT SERIAL NO. 1

EXPENDITURES/REVENUES: (Thouaanda of Dollar*)

OPERATING FY 93 FY 94 FY 95 FY 99 FY 97 FY 98
PERSONAL SERVICES 51.0 51.0 51.0 51.0 51.0 61 .0
TRAVEL 4,0 4.0 4.0 4.0 4.0 4.0
CONTRACTUAL 21.0 21.0 21.0 21.0  2LU 21.0
SUPPLIES 2,0 _L_o 1.0 .1 1,0 1.0
EQUIPMENT 62,7 20.0 0 0 n 0

LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS
TOTAL OPERATING 138.7 98.0 77.0 77,0 77.0 7.7.0

1 CAPITAL 0 0 0 0 0 1 0
REVENUE FUND RESOURCE: 0 0 0 0 0 e 0.1

FIINDINQ: (Thouaanda of Dollars)

GENERAL FUND 138.7 98.0 * 7770 77.0 1o 77.0
FEDERAL FUNDS
OTHER

FUND SOURCE:
TOTAL 138.7 98.0 77.0 77.0 77.0 77.0

POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)
SEE ATTACHED

Prepared By: Willis F. Kirkpatrick, Director Phone: 465-2521
Division: Banking, Securities & Corporations Date:

Approved by Commissioner: Glenn A. Olds

Agency: Department of Commerce & Economic Development Data:

Distribution (by preparer): Leg. An., Legislative Sponsor, Requestor, OMB/DBR, Qov. Legls. Ofo., and Impacted Agency(les).
Page 1 of _2_

WFK/KP/dgl11493D-1/022192a
(Rev. 12/91)



FISCAL NOTE - HB 219
%

ANALYSIS:

The projected expenses include a new accounting position to audit financial
statements/biennial reports; approve the dispositions of corporate assets,
mergers and consolidations; 1involuntarily dissolve corporations for

, misrepresentations; and other examining responsibilities. Travel expenses

""would be needed on a quarterly basis to examine Anchorage-based corporations
for complaints, examinations and investigations. Contractual expenses include
the rights of the corpcrations to request hearings or administrative
procedures for actions taken by the Commissioner. Equipment and Supplies
would be used to purchase imaging equipment. The Corporations Staff is
already inundated with excessive filings in hard copy, fiche and film.
Retrieval 1is extremely slow and time-consuming. Rather than increase staff by
requesting two additional persons, we could accomplish the additional filings
and review with the expedited Imaging retrieval system. (This was also
recommended by the Governor®s Efficiency Team.)

SUMMARY OF EXPENDITURES - FY 93

Personal Services: $51.0
Accountant II* - Range 16 - Juneau

Travel: $ 4.0
"Quarterly Investigations/examinations 1in
Anchorage

Contractual: $21.0
Postage for nonprofit mailouts $ 1.0
Administrative Officer 20.0

Supplies: - $ 1.0
Imaging supplies-optical disks (no-t

$62.7

Equipment:
Initial purchase of stand-alone optical
Imaging Includes a workstation, PC,
software, digitizer, printer and roll
film backup $60.0

Computer for accountant position 2.7

1493D-2/022192a

Page 2 of 2
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BILL ANALYSIS

BILL NUMBER sponsor.
es a Corporations HB 219/SB 305 Rules by Legislative Council
rtHORT TITLE OP M

Nonproflt- Revision
DEPARTMENT POSITION.

The departmfn/) supports this legislation with amendments

" OATS COMMISSIONER* SIONATUR*- DATE
rkpatrfcfc 2121192
SUMMARY
OTHER AaiNCIXS AFFECTED BY SILL CONSTITUENT OROUPCEAFFECTMLBY BILL
None Nonprofit and Relfgfo™.C&rporatlons-r
ORGANIZATIONAL SUPPORT POR SILL ORGANIZATIONAL-OPPONVTIOM 1
Code Review Conwrtsslorr Unknown- vTj-
FISCAL IMPACT? a NON*:- I|. FISCAL NOTE ATTACHED

BACKGROUND LEGISLATIVE INTENT _ _ _ ]
The existing statute governing nonprofit corporations and”*rejf*tous.gcor
antiquated... The Intent of this legislation 1s to provide? a st*hUte cor
model |egislation being 'pdopted 1n"most states. In addition N b uT\U
provisions for the requlation of public benefit corporations f6r_th* purfA** ot
protecting the public from fraudulent fund raising activities. The?legislation would
also allow recognition of corporations formed for religious purposes*:

MASeetion 1T TTESTablishes thecpowers, rights, and procedures for nonprofit
corporations. Creates two types of nonprofit corporations: public
benefit corporations, and mutual benefit corporations. Establishes
separate procedures governing the activities of each type of
nonprofit corporation. Gives the Comnissloner of Conmerce an
Increased role 1n the regulation of public benefit corporations.

Section 2 Establishes the powers, rights, and procedures for religious
corporations. Creates three types of religious corporations:
corporatlons governed by a corporate sole; corporations governed
by trustees; and corporations governed b¥ Its members. Gives the
Commissioner of Conmerce an Increased role In the regulation of

religious corporations.
( NUED NEXT PAGE)

AMENDMENTS PROPQOSEO

10.21.050@ - Unnecessaryov(v(ording. These limitations are Inconsistent with 10.06 and
will create additional name problems. The department would prefer to see the. standard
for determining name availability changed from "deceptively similar" to

. - . n
"distinguishable on the record," fa \0.0 (- d kM z <b "cfo~ ** Htcnrf,

10.21.053 - Addingoégrporate name exceptions Is Inconsistent, and adds to the numerous

problems that this Division has currently with name debates.
----------- (COI\rrll\lﬁ/) NEXT PACE)

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS

Q O3 Rev, 1IN



BILLANALYSIS -HB 219/SB 205

ANALYSIS OF BILL/PROGRAM EFFECTS - CONTINUED

Section 3 Repeals existing statutes.

Section 4 Replaces existing statutory references.

Section 5 Establishes statutory authority.

Section 6 Establishes applicable provisions.

Section 7 Establishes a[l)pllcablllty to corporations formed under
43 U.S.C. 1601-1629%

Section 8 Establishes provision for continuation of existing board
members.

Section 9 stablishes rov jon  for.  applicabilit

| Fn emnsl catlon% ICers andf Jlrecto sp Y

Section 10 Establishes applicability toward existing actions or
proceedings.

Sections 11 Amepds civil rules of procedure in relation to this
legislation.

and 12

Section 13 Establishes an effective date.

AMENDMENTS PROPOSED CONTINUED
10.21.06 Repetltlous This inform tion s %read stated in AS I10 21,060.
Stafing that registration grants exclusive ri
and assumes thiat the department CQnducts earc

(1:021 080 - Flhn \rith SO erior Oourt Old problem that Code ReV|S|on

ts Jgnores common law rights
f]ges beyond its own records.

mmission can‘t See ras How many attorneys chec cqurt record

or have someone o t ort en% Few Isus ect They call th eﬁ\ﬂsmn an
record ror* us If | A recent surve t

fet writte m
|n(§|cates tRat most courts do not V\P sh to recelve weekly rear%/s of paper.

o 116 - To be consistent with 10,06, 1 would like the requirement for
aup2|j|'cate orlg(l)nafs c?]anged to an orllglnal anvc\f an exact copy. |

e courts

10.21.190(6) - Remedy fo* "red"hTsImwd be b%/ Law the need to file notlce of

acti’n taken to remedy a breach of trust wit
be mandatory, Iftherﬁlalntlff IS unable to serve the corporation, t
always serve t e commissioner as stated in 10.12, 088(b3

to file all litigation would place a requlatory burden on'this division.

1494D/022192a

the commlssmner sh%u d not
ey can
The requirement
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2

no "h*\j'
10 21.196(R) ﬁ dand 10.21.198(a)(e) - The requireme J for the commissioner to
pprove all dis 03|t|ons of cor orate ass ts Wou put the division in the

ROSIIIOH of a en orce ent algoefn I] Ithﬂ, the requirement ma
ecessitate the need ftar €S |ona Inancial examl ers, such

accountants, whjch would increase the budgetary needs for the section. The
section would additionally require additional staff fo handle the increase in
administrative proceed nas

10.21.198 - Petltlon For Approval, b?/ Commissigner - Budget - This is a ver
broad new d g&%n of responsibility to the Commissioner, one not eve
contemplated in

10.21.233( ?] The deﬁartment Wouf‘ Acourage a requirement of annual
meetings, once every three years s not frequentenough.

10.21.243-10.21,246 - Havmﬁseparate oce raT"rboard eIectle(ns bzitsfe
té[)?}}t e3|zel\?fthe n?(npr t corporation’s memb er may Wo or
alitornia or ew York, Dut the entJ P%’ t|on the St te Aas a IS
under 600,00 h|s re uwemen | slow down | pl%rov t 1S | tﬁo

complicate ort e ave age sma non rofit corporatlon follow, an
majority of the registered Corporations are small.

10.21.416 - The de artment womau Edlgaguest removal of reference Itg

commissioner approy The internal_ope e corgorattbrn ou
| UI

not be reﬂ ed bg the division. If anp p]am has caus
galnst a Icer or director, theh let the Iltwatlon rest . betwee
rson and t orporation. Invo ement é commissioner in suc
roceed |Og WOU Racea eavy reg ?ry burden on the department an
equire additiona vestlgatolty personne
\XLdACU>nA "

0.21, 420“1 Commission rmay brin a ona alns OffIC s and |rector
or misconduct, Be assure that there (! alms ers an
nonme bers of corporaemlscon uct an smc ave t mone

OI' ga resources {0 re res rieva ces If IE I' S O S € St%
0 50.. In map cases t m tW6| e correct, Ut t e state {

Commlssmner lIKewise does n? the resources and it i extremey
unlik egfb Ithe Legislature  will aut orize funds to carry out the
|

responsibilities.

02 440b The same indemnific ton ivileges should apply to public
ene |tco tlons as applyto mutua glrl'[ corgporathlons PPIYIO P

10.21.453(b) ga Eli Bﬂte completely for the same reasons as stated in
commentary to E 5(0)

10.21.483 - Change duplicate originals to an original and an exact copy.
21.470 - Change duplicate originals to an original and an exact copy.

1494D/022192a



10 21.600-10.21.603 - The requirement that consolrdatron and/or merger
ave r| Ar consent of thee mmissioner, and the limitations. on whom the
atron m merge with [s. ver reg ry an restrrctrve rn nature.

a

same allowancesgs stated in 1 L.e., a plan of er er

§or conso r%rtron S outld be rwt ed to pPle/d with th F e artjc esgof

mer er, e}g an and article ér e in statutor compliance, but the
approval of the commissioner s ou not be a prerequisite.

10.21.620 - Change duplicate originals to an original and an exact copy.

10.21.663 - VquntarE/ dissolution jurisdiction - Commissioner and others
can getrtron the court to P oift a’recelver - assume there are no assets to
{>ay a receiver and tr]ge court will appoint the Commissioner. Where will the

ater’s assets come from?

0.21.673 - (Commissioner can gP to court émﬁ req est involuntar

issolution. Again’ Department of Law shoul rtunity.
Commissioner IS an PncP spensaqale party.” 10.21. 668?Mutua beﬁgiQ It corp:).

10.21.678 - Admrnrstratrve Involuntary dissolution b mmissigner.
Similar to rese§ssgnroc ss I SOMe TEespects. 102156 (g S) aIIows

comumissione a misregresentation in a filin at In
106%?66%6% broad. Similar for mutu bene}?tcorpora%on 10.21. 65@ 100.

10.21.768(a) él and 3 The reference, to exceptions in  10.21.053 ld
Hnwar anted. "To be consistent, adoption ofthe language In 10 050 wou
e preferable; the Wor Ing as stated'is confusing.

10.21.770 Assumed corporate name index to be maintained by
commissioner - reasonable, ame for 10.41.636.

ojo'vv

10.2_1.778@ & It is unnecessary to restate the name requirements all over
again as stated in 10.21.768, just leave It at “corporate name.’

10.21.780 - We do not need to have co |es of the articles, amendmenés or
ny oth rﬁaperwork other than the ap mﬁon and a certrfrcate of evidence

of ‘the Some o these co ave artjcles and [n r%ents
S rej Irement ﬁﬂ 1S

o
runnjr % reds of pages In erf%t
the div sro“up a erwo et the state of domicile han e

0 notnee ate orrgrna S, jUSt an original and an exact copy

E}Pﬁ%|1é§18-10.21.820 - We need to have certified copies of the amonded

10.21.830 - Change duplicate originals to an original and an exact copy.
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10.21. 8(?2 The re |rements for the contents of the biennial r]port arei
extremey excessw f 1t 1s the intent fo know as much_ financla

nformation as SSI use a dlfferept vehicle than ‘ g blenmﬁ\ E)eport
-or Instance, T Eﬂ aud| e flnan lal re orﬁs to_pe filed annually by
,orporatlon an agle ava| a le to the genera pub| St 1, we |ss]p vg

et Ween 20-26% of the active corpor tlons on file for |mPropery

piennial re orts nce a |n this ‘req uHement puts the division ‘n th e
nosition of e]ln? |nanC| ExamlnersT ere ? eds to Re an addltlforha
co‘ﬂb‘é'}%”.‘c?r?” the report be S|gned by an officer, or chairperson of t

10.21.868 - It is curigus that the enaltles pro 0se f r e e ced | hosg

assS%s§26p\/rv% Llji (f%repr%rg}éoggprcﬁeg glgt 075 consistent with AS 10.0

10.41.176(aX5 ommissioner bring action for breach of charitable
trust. Same ogjecﬁons as to 18 Zfaﬂ) ) ”
<fcws " <h_db-f

10.41.615 - Records f<e t by commissioner. Requires maintenance of recor
?tlme notJFstt date. gam% %or 10.21.813. OK q
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CS FOR HOUSE BELL NO. 219 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor”®;  HOUSE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE COUNCIL
A BILL
FOR AN ACT ENTITLED
1 "An Act revising the nonprofit corporations code and the religious corporations code;
| amending Alaska Rules of Civil Procedure 3, 4, 8, 17, 19, 23.1, 24, 79, and 82, Alaska
3 Rule of Evidence 803, and Alaska Rules of Appellate Procedure 602 and 609; and

4 providing for an effective date."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
6  *Section 1. AS 10 is amended by adding a new chapter to read:

7 CHAPTER 21. ALASKA NONPROFIT CORPORATION CODE.

8 ARTICLE 1 CORPORATE PURPOSES AND POWERS.

9 Sec. 10.21.005. PURPOSES. A domestic corporation may be organized under this
10 chapter for any lawful purpose except for the purposes of banking and insurance. A trade union
11 or other labor organization may be organized under this chapter, but a cooperative corporation,
12 religious corporation, or electric or telephone cooperative may not be organized under this
13 chapter.

14 Sec. 10.21.010. GENERAL POWERS, (a) Subject to the limitations in its articles, the

- CSHB 219(L&C)
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1 provisions of this chapter, and other applicable law, a domestic corporation has all the powers
2 of a natural person to cany out its business activities, including, without limitation, the power
3 0
4 (1) have perpetual succession by its corporate name;
5 (2) sue and be sued in its corporate name;
6 (3) adopt a corporate seal and alter it, and use it byhaving it or afacsimile of
7 it impressed, affixed, or reproduced;
8 (4) buy, take, receive, lease, or otherwise acquire, own, hold, improve, use, and
9 otherwise deal in real or personal property or an interest in the property, wherever situated;
10 (5) sell, convey, mortgage, pledge, lease, exchange, transfer, and otherwise
11 dispose of all or a pan of its property and assets;
12 (6) make contracts and incur liabilities, borrow money at reasonable rates of
13 interest as the corporation determines, issue notes, bonds, and other obligations, and secure its
14 obligations by mongage or pledge of all or any of its property, franchise, and income;
15 (7) lend money at reasonable rates of interest as the corporation determines for
16 Its corporate purposes, invest and reinvest its funds, and take and hold real and personal property
17 as security for the payment of money loaned or invested;
18 (8) conduct affairs, carry on operations, and have offices and exercise the powers
19 granted by this chapter in a state or in a foreign country;
20 (9) elect or appoint officers and agents of the corporation and defme their duties
21 and fix their compensation;
22 (10) make and alter bylaws not inconsistent with its articles of incorporation or
23 with the laws of the state, for the administration and regulation of the affairs of the corporation;
24 (11) to the extent provided in the articles of incorporation, donate for the public
25 welfare or for charitable, scientific, or educational purposes, and in time of war, donate in aid
5 of varadvies
21 (12) pay pensions and establish pension plans, pension trusts and other incentive
28 plans for its directors, officers, and employees;
29 (13) cease its corporate activities and surrender its corporate franchise;
30 (14) act as a trustee under a trust incidental to the principal affairs of the
31 corporation, and receive, hold, administer, exchange, and expend money and property subject to
CSHB 219(L&C) o
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the trust;

(15) issue memberships and levy dues, assessments, and admission fees;

(16) subject to the provisions of this chapter, cany on business at a profit and
apply the profit to activities in which the corporation may lawfully engage;

(17) have and exercise all powers necessary or convenient to carry out the
purposes for which the corporation was organized.

(b) As used in (a)(6) of this section a rate of interest is unreasonable if it is more than
arate 15 percentage points above the annual rate charged member banks for advances by the 12th
Federal Reserve District that prevailed on the 25th day of the month preceding the
commencement of the calendar quarter during which the loan is made.

(c) As used in (a)(7) of this section a rate of interest is unreasonable if it is less than the
annual rate charged member banks for advances by the 12th Federal Reserve District that
prevailed on the 25th day of the month preceding the calendar quarter during which the loan is
made.

Sec. 10.21.015. DEFENSE OF ULTRA VIRES, (a) An act of a domestic corporation
or a transfer of real or personal property to or by a domestic corporation, otherwise lawful, is not
invalid because the corporation was without capacity or power to do the act or to make or receive
the transfer,

(b) Notwithstanding (a) of this section, lack of capacity or power may be asserted

(1) inan action by a member against the corporation to enjoin the doing of an
act or the transfer of real or personal property by or to the corporation; if the unauthorized act
or transfer sought to be enjoined is being, or is to be, performed or made under a contract to
which the corporation is a party, the court may., if all of the parties to the contract are parties to
the action, set aside and enjoin the performance of the contract, and in so doing may allow to
the corporation or to the other parties to the contract compensation as may be equitable for the
loss or damage sustained by any of the parties from the action of the court in setting aside and
enjoining the performance of the contract, except that anticipated profits to be derived from the
contract may not be awarded by the court as a loss or damage sustained;

(2) inan action by or in the right of the corporation to obtain a judgment in its
favor against an incumbent or former officer or director of the corporation for loss or damage
due to that individual’s unauthorized act;

: _ € CSHB 219(L&C)
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1 (3) inan action or special proceeding by the commissioner to annul or dissolve
2 the corporation or to enjoin it from the performance of unauthorized acts.
3 (c) This section also applies to contracts and conveyances made by foreign corporations
4 in this state and to conveyances by foreign corporations of real property situated in this state.
5 Sec. 10.21.020. LIMITATIONS UPON AUTHORITY OF CORPORATE AGENTS, (a)
6 A limitation on the powers of the members, officers, or directors, or on the manner or exercise
7 of their powers, contained in or implied by 'he articles, bylaws, or action of the board, or by
8 AS 10.21.550 - 10.21.713 may not be asselod as between the corporation or a member and a
9 third person, except in a proceeding
10 (1) bya member or the state to enjoin the doing or continuance of unauthorized
11 business by the corporation, its officers, or its directors in cases where third parties have not
12 acquired rights under AS 10.21.030;
13 (2) to dissolve the corporation; or
14 (3) by the corporation or by a member suing in a representative suit against the
15 officers or directors of the corporation for violation of the member’s, officer’s, or director’s duty.
16 (b) This section also applies to contracts, undertakings, and conveyances made by foreign
17 corporations in this state and to conveyances by foreign corporations of real property situated in
18 this state.
19 Sec. 10.21.030. CONTRACTS OR CONVEYANCES BINDING DOMESTIC AND
20 FOREIGN CORPORATIONS, (a) A contract or conveyance made in the name of the
21 corporation that is authorized or ratified by the board, or is done withinthe scope of the
22 authority, actual or apparent, conferred by the board, or by delegates authorizedunder
23 AS 10.21.110(1)(J), or within the agency powers of the officeis executing it, except as the
24 board’s authority is limited by law, binds the corporation, and the corporation acquires rights
25 under the contract, whether the contract is executed or wholly or in part executory.
26 (b) This section also applies to contracts and conveyances made by foreign corporations
21 in this state and to conveyances by foreign corporations of real property situated in this state.
28 ARTICLE 2. NAME AND SERVICE OF PROCESS.
29 Sec. 10.21.050. CORPORATE NAME, (a) Unless a domestic corporation is expressly
30 formed exclusively for charitable purposes a corporate name shall contain the word “corporation”,
31 "incorporated" or "limited", or an abbreviation of one of those words. The corporate name may
CSHB 219(L&C) L
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not contain a word or phrase that indicates or implies that the coiporation is organized for a
purpose other than the purpose contained in its articles. The corporate name may not be the
same as, or undistinguishable on the records of the department from, the name of a domestic
corporation existing under the laws of this state or a foreign corporation authorized to conduct
affairs in this state, or a name that has been reserved or registered as provided in this title.

(b) A corporate name may not contain the word "“city," "borough," or "village" or
otherwise imply that the corporation is a municipality. The name of a city, borough, or village
may be used in the corporate name.

(c) A person may not adopt a name that contains the word “corporation,” “incorporated,”
or "limited," or an abbreviation of one of these words, unless the person has been issued a
certificate of incorporation, or, in the case of a foreign corporation, a certificate of authority, by
the commissioner.

(d) The corporate name may not contain the following words or phrases or an
abbreviation or derivative of them: acceptance, annuity, assurance, bank, bond, casualty,
cooperative, endowment, fidelity, finance, fire fighter, guarantee, indemnity, insurance,
investment, loan, mortgage, savings, police, trooper, surety, title, trust, underwriter.

Sec. 10.21.053. CORPORATE NAME; EXCEPTIONS, (a; The provisions of
AS 10.21.050 and 10.21.768 do not

(1) prevent a corporation with which another corporation is merged, or that is
formed by the consolidation of one or more other corporations from having the same name as
one of the existing corporations if at the time the existing corporation was authorized or existing
under a statute of this state;

(2) prevent a foreign corporation from being authorized under a name that is
similar to the name of a corporation existing or authorized under a statute of this state, if the
commissioner finds, upon proof by affidavit or otherwise, that

(A) adifference between the names exists in the terms or abbreviations
indicating corporate character or otherwise;

(B) the applicant has conducted activities as a corporation under the name
for not less than 10 consecutive years immediately prior to the date of its application;

(C) the activities to be conducted in this state are not the same as or
similar to the business or activities conducted by the corporation with whose name it may

o CSHB 219(L&C)
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conflict;
(D) the public is not likely to be confused or deceived; and
(E) the applicant agrees in its application for authority to use with its
corporate name, in this state, and to be placed immediately under or following the name,
the words "a ...(name of jurisdiction of incorporation) corporation”.
(b) In this section, except as otherwise provided, “corporation” includes both
domestic and foreign corporations.

Sec. 10.21.055. RESERVATION OF CORPORATE NAME. The exclusive right to the
use of a corporate name may be reserved by a

(1) person intending to organize a domestic corporation under this chapter,

(2) domestic corporation intending to change its name;

(3) foreign corporation intending to apply for a certificate of authority to conduct
affairs in this state;

(4) foreign corporation authorized to conduct affairs in this state and intending
to change its name;

(5) person intending to organize a foreign corporation and to have it apply for a
certificate of authority to conduct affairs in this state.

Sec. 10.21.058. APPLICATION TO RESERVE CORPORATE NAME. Reservation of
a corporate name is made by filing an application with the commissioner. If the commissioner
finds that the name is available for corporate use, and not a reserved or registered business name
as set out in AS 10.35, the commissioner shall reserve it for the exclusive use of the applicant
for a period of 120 days.

Sec. 10.21.060. TRANSFER OF RESERVED NAME. The holder of a reserved
corporate name may transfer the right to the exclusive use of the corporate name to another
person by filing with the commissioner a notice of transfer signed by the holder and specifying
the name and address of the transferee.

Sec. 10.21.063. FOREIGN CORPORATIONS: REGISTRATION OF CORPORATE
NAME. A corporation organized and existing under the laws of any state may register its
corporate name if the name is not the same as, or undistinguishable on the records of the
department from, the name of a domestic coiporation, the name of a foreign corporation
authorized to conduct affairs in this state, or a corporate name reserved or registered under AS 10.35.

-6-
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Sec. 10.21.065. USE OF SAME OR UNDISTINGUISHABLE NAME. ' Incorporation,
obtaining a certificate of authority by a foreign corporation, or registration of a corporate name
gives the exclusive right to the use of the name. The person who has incorporated, received a
certificate of authority, or registered a corporate name under this chapter may enjoin the use of
the same name or a name that is undistinguishable on the records of the department from the
corporate name and has a cause of action for damages against a person who uses the same name
or a name that is undistinguishable on the records of the department from the corporate name.

Sec. 10.21.068. PROCEDURE FOR REGISTRATION OF CORPORATE NAME.
Registration of a corporate name is made by filing with the commissioner

(1) an application for registration executed by an officer of the corporation setting
out the name of the corporation, the state under the laws of which it is incorporated, the date of
incorporation, a statement that it is conducting affairs, and a brief statement of its corporate
purposes; and

(2) a certificate from an official of the state where the corporation is organized
who has custody of the records pertaining to corporations stating that the corporation is in good
standing under the laws of that state or territory.

Sec. 10.21.070. FEE FOR AND DURATION OF REGISTERED NAME, (a) The fee
for registration of a corporate name shall be established by the department by regulation.

(b) The registration is effective until the close of the calendar year in which the
application for registration is filed unless terminated earlier by involuntary dissolution in
accordance with AS 10.21.550 - 10.21.713.

Sec. 10.21.073. RENEWAL OF REGISTERED NAME. A foreign corporation that has
registered its corporate name may renew the registration each year by (1) filing an application
for renewal setting out the facts required in an original application for registration; (2) filing a
certificate of good standing required for ar original registration; and (3) paying a fee established
by the department by regulation. An application for renewal shall be filed between October 1
and December 31 in each year. The renewal extends the registration for the following calendar
year.

Sec. 10.21.075. REGISTERED OFFICE AND REGISTERED AGENT. A domestic
corporation shall continuously maintain in this state a registered agent and a registered office.
The registered office may be the same as the principal office of the corporation. The registered

. -7- CSHB 219(L&C)
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1 agent may be either an individual resident of this state whose business office is the same as the
2 registered office, or a domestic or foreign corporation authorized to conduct affairs in this state
3 whose principal office is the same as the registered office.

4 Sec. 10.21.080. FILING LIST OF REGISTERED CORPORATIONS WITH SUPERIOR
5 COURT. The commissioner shall file a list of the name of each domestic and authorized foreign
6 corporation, and the name and address of the registered agent of each domestic and authorized
7 foreign coiporation, with the superior court of each judicial district The commissioner shall
8 provide a weekly update of the list indicating additions, deletions, and changes by mechanical
9 or electronic means that can be reduced to legible written copy. The commissioner shall make
10 the list and weekly updates available to the public for a fee established by the department by

11 regulation. The commissioner shall publish an updated compilation of the entire list at least once
12 each year.
13 Sec. 10.21.083. CHANGE OF REGISTERED OFFICE; CHANGE OR RESIGNATION
14 OF REGISTERED AGENT, (a) A corporation may change its registered office or its registered
15 agent, or both, by filing with the commissioner a verified statement setting out
16 (1) the name of the corporation;
17 (2) the address of its registered office;
18 (3) the address of the proposed registered office if theaddress of itsregistered
19 office is to be changed;
20 (4) the name of its registered agent;
21 (5) the name of its successor registered agent, if itsregistered agent is to be
22 changed; and
23 (6) a statement that the change is authorized by resolution adopted by its board
24 of directors,
25 (b) The commissioner shall file the verified statement if the statement complies with this
26 chapter. The change becomes effective when the statement is filed.
21 (c) A registered agent may resign by filing a written notice, executed in duplicate, with
28 the commissioner. The written notice of resignation shall set out the latest address of the
29 principal office of the corporation and the names, addresses, and titles of the most recent officers
30 of the corporation known to the agent. The commissioner shall immediately mail a copy of the
31 notice to the corporation at its principal office. The resignation becomes effective 30 days after

CSHB 219(L&C) &
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the filing of the written notice, or upon the appointment of a new agent by the corporation,
whichever is sooner.

Sec. 10.21.088. SERVICE OF PROCESS ON CORPORATION, () The registered agent
of a domestic corporation is an agent upon whom process, notice, or demand required or
permitted by law to be served upon the corporation may be served.

(b) if a domestic corporation fails to appoint or maintain a registered agent in the state,
or its registered agent cannot, with reasonable diligence, be found at the registered office, the
commissioner is an agent of the corporation upon whom the process, notice or demand may be
served. A person may serve the commissioner under this subsection by

(1) serving on the commissioner or the director of the division of banking,
securities and corporations in the department a copy of the process, notice, or demand, with any
papers required by law to be delivered in connection with the service, and a fee established by
the department by regulation;

(2) sending to the corporation being served, by registered mail, a notice that
service has been made on the commissioner under this subsection and a copy of the process,
notice or demand and accompanying papers; notice to the corporation shall be sent to

(A) the last registered office of the corporation as shown by the records
on file in the office of the commissioner,

(B) an address, the use of which the person initiating the proceedings
knows or, on the basis of reasonable inquiry, has reason to believe is most likely to result
in actual notice; and

(3) filing with the appropriate court or other body, as part of the return of service,
the return receipt of mailing and an affidavit of the person initiating the proceedings that this
section has been complied with.

(c) The department shall keep a record of processes, notices, and demands served upon
the commissioner under this section.

(d) This section does not limit or affect the right to serve process, notice, or demand
upon a corporation in any other manner permitted by law.

ARTICLE 3. FORMATION OF CORPORATIONS.

Sec. 10.21.100. INCORPORATORS. Three or more natural persons at least 18 years of

age may act as incorporators of a domestic corporation by signing, verifying, and delivering in

. CSHB 219(L&C)
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duplicate to the commissioner articles of incorporationfor the corporation.

Sec. 10.21.105. ARTICLES OF INCORPORATION, (a) The articles of incorporation
must set out

(1) the name of the corporation;

(2) the purpose or purposes for which the corporation is organized, which may
be stated to be, or to include, the conduct of any or all lawful affairs for which corporations may
be incorporated under this chapter,

(3) the address of its initial registered office in this state, and the name of its
initial registered agent at that address;

(4) the name and address of eachincorporator,

(5) a statement either that:

(A) "This corporation is a nonprofit mutual benefit corporation, is not
expressly formed for a public or charitable purpose, and will not, or is not reasonably
expected to, derive in excess of 10 percent of its annual income from donations as defined
in AS 10.21.990 and will have voting members."; or

(B) "This coiporation is a nonprofit public benefit corporation formed for
the following charitable or public purposes.. .

(6) the name and address of each alien affiliate (AS 10.21.990) or a statement that
there are no alien affiliates.

(b) It is not necessary to set out in the articles of incorporation the corporate powers
enumerated in this chapter.

(c) A provision of the articles of incorporation that is inconsistent with a bylaw is
controlling, notwithstanding the bylaw.

(d) A change in the number of directors made by amendment to the bylaws is controlling
unless the articles of incorporation provide that a change in thenumber of directors maybe made
only by amendment to the articles.

Sec. 10.21.110. ARTICLES OF INCORPORATION: OPTIONAL PROVISIONS. The
articles of incorporation may set out

(1) any of the following provisions, that are not effective unless expressly
provided in the articles:

(A) a provision stating special qualifications of persons who may be

-10-
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members;

(B) a provision limiting the duration of the corporation’s existence to a
specified date;

(C) a provision requiring, for any or all corporate actions except as
provided in AS 10.21.375, 10.21.553, and 10.21.633, the vote of alarger proportion or
of all of the members, or of a class, or the vote or quorum for taking action of a larger
proportion or of all of the directors, than is otherwise required bythis chapter,

(D) a provision fixing a quorum of members other than a majority of the
members entitled to vote but in no event less than 10 percent of the members entitled
to vote at a meeting;

(E) a provision limiting or restricting the affairs in which the coiporation
may engage or the powers that the corporation may exercise or both;

(F) a provision creating two or more classes of members, and specifying
the rights, privileges, restrictions, and conditions attaching to each class;

(G) a provision allowing a member or a group or class of members to
have more or less than one vote, or no vote, in any, or all, elections or other matters
presented to the members for vote;

(H) a provision conferring upon members the right to determine the
consideration for which memberships may be issued;

(I) a provision requiring the approval of the members (AS 10.21.990(7))
or approval of a majority of all members (AS 10.21.990(4)) for any corporate action, even
though not otherwise required by this chapter,

(J) a provision that confers or imposes the powers, duties, privileges, and
liabilities of directors under AS 10.21.350 upon delegates;

(K) a provision that the notice regarding the annual report to members
required by AS 10.21.310 may not include a postage prepaid form for use by the member
in making a written request;

(L) a provision that there will be | charge for sending the annual report
to a member making a request under AS 10.21.310;

(2) the names and addresses of the persons appointed to act as initial directors;
(3) any other provision, not in conflict with law, for the regulation of internal

: .=l CSHB 219(L&C)
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affairs and for the conduct of the affairs of the corporation, including any provision that is
required or permitted by this chapter to be stated in the bylaws.

Sec. 10.21.112.  PROVISIONS CONSIDERED TO BE IN ARTICLES OF
INCORPORATION BY OPERATION OF LAW. (a) The articles of incorporation of every
nonprofit corporation that is a private foundation are considered to contain provisions prohibiting
the corporation from

(1) engaging in an act of self-dealing that would give rise to liability for tax
imposed by 26 U.S.C. 4941(a) (Internal Revenue Code);

(2) retaining excess business holdings that would give rise to liability for the tax
imposed by 26 U.S.C. 4943(a) (Internal Revenue Code);

(3) making an investment that would jeopardize the carrying out of any of its
exempt purposes, within the meaning of 26 U.S.C. 4944 (Internal Revenue Code), so as to give
rise to liability for the tax imposed by 2t U.S.C. 4944(a) (Internal Revenue Code); and

(4) making taxable expenditures that would give rise to liability imposed by 26
U.S.C. 4945(a) (Internal Revenue Code).

(b)  The articles of incorporation of every nonprofit corporation that is a private
foundation are considered to contain a provision requiring the corporation to distribute, for the
purposes specified in its articles of incorporation, for each taxable year, amounts at least
sufficient to avoid liability for the tax imposed by 26 U.S.C. 4942(a) (Internal Revenue Code).

(c)A nonprofit corporation may at any time amend its articles of incorporation or other
instrument governing the corporation, by any amendment process open to it under this chapter,
to provide that some or all provisions of (a) and (b) of this section do not apply to the
corporation,

(d) In this section, areference to asection of the Internal Revenue Code includes the
section as later amended.

(e) In this section,

(1) "excess business holdings" has the meaning given in 26 U.S.C. 4943(c)
(Internal Revenue Code);

(2) "private foundation" has the meaning given in 26 U.S.C. 509 (Internal

Revenue Code);
(3) "self-dealing" has the meaning given in 26 U.S.C. 4941(d) (Internal Revenue
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Code);
(4) “taxable expenditures” has the meaning given in 26 U.S.C. 4945(d) (
Revenue Code).

Sec. 10.21.115. FILING OF ARTICLES OF INCORPORATION. Duplicate originals
of the articles of incorporation shall be delivered to the commissioner for processing under
AS 10.21.905 and for issuance of a certificate of incorporation.

Sec. 10.21.117. DISCLOSURE OF CORPORATE PURPOSE. A person presenting
articles of incorporation under AS 10.21.115 shall deliver, with the articles, a separate statement
of the codes, from the identification codes established under AS 10.06.870, which most closely
describe the activities in which the corporation will initially engage.

Sec. 10.21.120. EFFECT OF ISSUANCE OF CERTIFICATE OF INCORPORATION.
The corporate existence begins upon the issuance of the certificate of incorporation. The
certificate of incorporation is conclusive evidence that all conditions precedent required to be
performed by the incorporators have been satisfied and that the corporation has been
incorporated. Issuance of the certificate does not affect the right of the state to bring a
proceeding to cancel or revoke the certificate of incorporation or for involuntary dissolution of
the corporation. The doctrines of de jure compliance, de facto corporations, and corporations by
estoppel are abolished.

Sec. 10.21.125.  ASSUMPTION OF PURPORTED POWERS OF NONEXISTENT
CORPORATION: LIABILITY. Persons who assume to act as a corporation for which no
certificate of incorporation has been issued under AS 10.21.120 are jointly and severally liable
for debts and liabilities incurred or arising as a result of that action.

Sec. 10.21.130. ORGANIZATIONAL MEETING. After the issuance of a certificate of
incorporation an organizational meeting of either the incorporators or the hoard of directors
named in the articles of incorporation shall be held, either inside or outside the state, at the call
of the majority of the incorporators or directors named in the articles of incorporation, for the
purposes of adopting bylaws, ecting directors if none have been named in the articles, electing
officers and transactin'? r ;ier business as may come before the meeting. Those calling the
meeting shall give at least 20 days’ notice of the meeting by mail to each incoiporator or director
named. The notice must state the time and place of the meeting.

Sec. 10.21.135. POWER OF INCORPORATORS BEFORE ELECTION OF

3 CSHB 219(L&C)
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DIRECTORS. If initial directors are not named in the articles, the incorporator or incorporators
may do whatever is necessary and proper to perfect the organization of the corporation until the
directors are elected, including the adoption and amendment of bylaws of the corporation and the
election of directors.

Sec. 10.21.140. BYLAWS: ADOPTION, AMENDMENT, OR REPEAL. Bylaws may
be adopted, amended, or repealed either by approval of a majority of all members
(AS 10.21.990(4)) or by approval of the board (AS 10.21.990(6)), except as provided in
AS 10.21.145. In the case of mutual benefit corporations the articles may restrict or eliminate
the power of the board to adopt, amend, or repeal bylaws.

Sec. 10.21.145. BYLAWS: NUMBER OF DIRECTORS AND OTHER CONTENT, (a)
Unless a provision is contained in the articles the bylaws shall state the number of directors of
the corporation or that the number of directors may not be less than a stated number or more than
a stated number, with the exact number of the directors to be fixed, within the limits specified,
by approval of the board or the members (AS 10.21.990(6) - (7)) in the manner provided in the
bylaws. The stated maximum number of directors may not be greater than two times the stated
minimum number minus one and the minimum number of directors may not be less than three.
|f the articles provide for the number of directors, the number of directors may only be changed
by an amendment to the articles.

(b) In the case of a domestic corporation having members with voting rights, a bylaw
specifying or changing a fixed number of directors or the maximum or minimum number of
directors or changing from a fixed to a variable board or, vice versa may only be adopted by
approval of a majority of all members (AS 10.21.990(4)).

(c) Notwithstanding (b) of this section, a bylaw or amendment of the articles reducing
the fixed or minimum number of directors to a number less than five may not be adopted if the
number of votes cast against its adoption at a meeting or the number of members not consenting
in the case of action by written consent are more than 1/6th of the members entitled to vote.

(d) Unless a provision is contained in the articles, the bylaws of a domestic corporation
with 5,000 or more members shall set a date for the close of the nominations for the board as
provided in AS 10.21.245.

(e) The bylaws may contain any provision, not in conflict with law or the articles, for
the regulation of the internal affairs and for the conduct of the affairs of the corporation,
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including but not limited to

(1) aprovision referred to in AS 10.21.110(2) and 10.21.110(3);

(2) the time, place, and manner of calling, conducting, and giving notice of
meetings of members, directors, and committees;

(3) the manner of execution, revocation, and use of proxies;

(4) the qualifications, duties, and compensation of directors; the time of their
annual election; and the requirements of a quorum for directors and committee meetings;

(5) the appointment and authority of committees of the board:;

(6) the appointment, duties, compensation, and tenure of officers;

', the mode of determination of membership in the corporation; and

(8) the making of annual reports and financial statements to the members.

Sec. 10.21.150. BYLAWS TO BE KEPT AT OFFICE; INSPECTION BY MEMBERS,
Each corporation shall keep at its principal executive office in this state or, if its principal
executive office is not in this state, at its principal office in this state, the original or a copy of
its bylaws with amendments to date, which shall be open to inspection by the members at all
reasonable times during office hours. If the principal executive office of the corporation is
outside this state and the corporation has no principal office in this state, it shall, upon a written
request of a member, furnish to that member a copy of the bylaws with amendments to date.

ARTICLE 4. CORPORATE FINANCE.

Sec. 10.21.155. DUES, ASSESSMENTS, OR FEES AUTHORIZED, (a) A domestic
corporation may levy dues, assessments, or fees on its members as provided in its articles or
bylaws. A member, upon learning of the levy, may avoid liability for dues, assessments, or fees
by promptly resigning from membership, unless the member is, by contract or otherwise, liable
for the payment of the dues, assessment, or fee. A provision of the articles or bylaws authorizing
dues, assessments, or fees docs not alone create liability of a member for the payment of the
dues, assessment, or fee.

(b) Dues, assessments, or fees levied as provided in this section shall be uniform for all
members except that a corporation having two or more classes of members need only levy dues,
assessments, or fees that are uniform as to all members of each class.

Sec. 10.21.160. BONDS; LIMITATIONS ON ISSUANCE, (a) A domestic corporation
may not issue bonds except for money or other property, tangible or intangible, or labor or
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services actually received by or performed for the corporation or for itsbenefit.

(b) The holder of bonds issued or to be issued by the corporation may inspect the
corporate books and records.

Sec. 10.21.165. LIMITATION ON ACCESS TO NONDEBT CAPITAL. A domestic
corporation may not issue stock or capital certificates, or enter into similar agreements that
provide the corporation with access to capital without a fixedobligation to repaythe source.

Sec. 10.21.170. INCOME FROM CORPORATE ACnVITIES. (a) If the lawful
activities of a domestic corporation involve the charging of fees or prices for its services or
products the corporation has the right to receive this income and, in so doing, may make an
incidental profit.

(b) All incidental profits described in (a) of this section shall be applied to the
maintenance, expansion, or operation of the lawful activities of the corporation, and may not be
divided or distributed in any manner among the members, directors, or officers of the corporation.

Sec. 10.21.175. RESTRICTION ON ACCUMULATION OF SURPLUS CURRENT
ASSETS, (a) Notwithstanding another provision of this chapter or of law, a domestic
corporation may not accumulate from any source current assets in excess of its current liabilities
and a reasonable reserve for planning.

(b) Current assets are presumed to be in excess of the amount permitted under (a) of this
section if they exceed 50 percent of the larger of either the corporate expenditures in the
preceding year or the average corporate expenditures for the five immediately preceding years.

(c) Notwithstanding a provision of this chapter to the contrary, a domestic corporation
may exceed the limits established in this section for the accumulation of surplus current assets
if the corporation is specifically authorized to do so under federal law.

(d) A violation of this section is ultra vires corporate activity with the consequences
provided under AS 10.21.015(h).

(e) In this section,

(1) “current assets" means cash, inventory, and receivables from any source, and
includes the yield on investment in assets or obligations unrelated to the purpose of the
corporation stated in the articles;

(2) "current liabilities" means

(A) in the case of a public benefit corporation (AS 10.21.990) those

_ 46*
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recurrent and anticipated expenses in furtherance of the purpose or purposes stated in the
corporate articles;

(B) in the case of a mutual benefit corporation (AS 10.21.990) those
recurrent and anticipated expenses in furtherance of the purpose or purposes stated in the
corporate articles or by board resolution.

Sec. 10.21.180. DISTRIBUTION TO MEMBERS PROHIBITED, (a) A domestic
corporation may not make a distribution to members (AS 10.21.990).

(b) Ifallowed by its articles or bylaws, a mutual benefit corporation may provide services
or goods to membeiS for no charge or at a charge that the board determines is appropriate.

(c) In this section, "distribution to members" means the distribution by a corporation to
its members of gains, profits, dividends, or anything sufficient to constitute consideration for a
contract by the corporation to its members,

Sec. 10.21.185. DONATED ASSETS HELD IN CHARITABLE TRUST, (a) Adonation
(AS 10.21.990) received by a domestic corporation shall be held in charitable trust.

(b) In the absence of a written agreement between a donor and a public benefit
corporation defining the terms of the charitable trust,

(1) acceptanceof an unsolicited donation by the corporation implies as a term of
the trust that the donation will be applied to die public or charitable purposes stated in the articles
of the corporation at the time of the donation or as amended in conformity with AS 10.21.453(h)
and will not be used for another purpose;

(2) acceptanceof a solicited donation by the corporation implies as a term of the
trust that the donation will be applied to the purpose or purposes stated in the solicitation and
will not be used for another purpose.

(C) In the absence of a written agreement between a donor and a mutual benefit
corporation defining the terms of the charitable trust,

(1) acceptanceof an unsolicited donation by the corporation implies as a term of
the trust that the donation will be used for die purposes stated in the articles of the corporation
at the time of the donation or as amended in conformity with AS 10.21.453(b) and will not be
used for another purpose;

(2) acceptanceof a solicited donation by the corporation implies as a term of the
trust that the donation will be used for the purpose stated in the solicitation and will not be used
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for another purpose.

(d) A donation received by a foreign corporation from a source in this state shall be held
in charitable trust. In the absence of a written agreement between a donor and a foreign
corporation defining the terms of the charitable trust, acceptance of a donation by the coiporation
implies as a term of the trust that the donation will be used for the purposes stated in the
solicitation and in the articles of the corporation at the time of solicitation and will not be used
for another purpose.

Sec. 10.21.190. ACTION TO REMEDY BREACH OF CHARITABLE TRUST, (a)
Notwithstanding AS 10.21.015, the following may bring an action to enjoin, correct, obtain
damages for, or otherwise remedy a breach of a charitable trust established under AS 10.21.185:;

(1) the coiporation or a member in the name of the corporation as provided in this
chapter;

(2) an officer of the coiporation;

(3) a director of the corporation;

(4) a donor or a person with a reversionary, contractual, or other property interest
in the assets subject to the charitable trust; or

(5) the commissioner, or a person designated by the commissioner.

(b) The plaintiff shall give notice to the commissioner of an action under (a) of this
section and the commissioner may intervene in that action.

(c) A plaintiff under this section who succeeds on the merits is entitled to reasonable
attorney fees and costs of litigation including costs incurred in discoveiy.

(d) The rights and remedies prescribed by this section are cumulative and in addition to
other rights or remedies available to a donor against a donee corporation or officer, director, or
member of a donee corporation.

Sec. 10.21.193. DISPOSITION OF ASSETS IN REGULAR COURSE OF ACTIVITIES;
MORTGAGE OR PLEDGE OF ASSETS, (a) The sale, lease, exchange, or other disposition
of all, or substantially all, of the property and assets of a domestic corporation in the usual and
regular course of its activities, and the mortgage or pledge of property and assets, whether or not
in the usual and regular course of its activities, may be made on terms and conditions and for
consideration as approved by a majority of the entire board (AS 10.21.990(5)) and approved by

the members (AS 10.21.990(7)).
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(b) This section and the other provisions of this chapter do not authorize a saie, lease,
exchange, or disposition prohibited by another law, including the law of trusts, charitable trusts,
and contracts, or prohibited by the articles or bylaws.

Sec. 10.21.195. DISPOSITION OF ALL OR SUBSTANTIALLY ALL ASSETS NOT
IN REGULAR COURSE OF ACTIVITIES, (a) A sale, lease, exchange or other disposition of
all, or substantially all, of the assets of a domestic corporation other than in the regular course
of its activities may be made in the following manner:

(1) if there are members entitled to vote on the disposition, the board shall adopt
a resolution recommending the sale, lease, exchange or other disposition; the resolution shall state
the terms and conditions of the proposed transaction, including the consideration to be received
by the corporation, the eventual disposition to be made of the consideration, and a statement
indicating whether the dissolution of the corporation is or is not contemplated; the resolution shall
be submitted to a vote at an annual or special meeting of members entitled to vote on the
resolution; written notice of the meeting shall be given to each member and bond holder, whether
or not entitled to vote, not less than 20 days before the meeting in the manner provided in this
chapter for the giving of notice of meetings of members; the notice must state that the purpose,
or one of the purposes of the meeting, is to consider a proposed sale, lease, exchange, or other
disposition of the assets of the corporaion, and in the case of a mutual benefit corporation, the
notice must include a copy of AS 10.21.530 and 10.21.533 concerning the rights of a dissenting
member,

(2) a mutual benefit corporation shall take a vote of the members at a meeting
properly noticed under this section on a sale, lease, exchange, or other disposition recommended
by the board; the transaction is approved if the recommendation of the board receives the
affirmative vote of at least two-thirds of all the members entitled to vote on the recommendation,
unless a class of members is entitled to vote as a class, in which case the transaction is approved
if it receives the affirmative vote of at least two-thirds of all members of that class and of the
total number of members entitled to vote; members may alter the terms of a proposed sale, lease,
exchange or other disposition and may authorize the board to modify the terms and conditions
by a vote sufficient to approve the transaction; a sale, lease, exchange, or other disposition, as
modified by the members, is apDroved when those terms have been adopted by a majority of the

hoard:
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1 (3) apublic benefit corporation or a foreign corporation shall take a vote of the
2 members at a meeting properly noticed under this section, on the recommended sale, lease,
3 exchange, or other disposition recommended by the board; the transaction is approved if the
4 recommendation of the board receives the approval of the members (AS 10.21.990(7)), unless
5 a class of members is entitled to vote as a class, in which case the transaction is approved if it
6 Is approved by both the members of the class and the members of the coiporation; the members
7 may alter the terms of a proposed sale, lease, exchange, or other disposition and may authorize
8 the board to modify the terms and conditions by a vote sufficient to approve the transaction; a
9 sale, lease, exchange, or other disposition, as modified by the members, is approved when those

10 terms have been adopted by a majority of the hoard;
11 (4) if there are no members entitled to vote on a disposition of corporate assets,
12 under this section, a sale, lease, exchange, or other disposition may be authorized by the vote of
13 at least two-thirds of the entire board (AS 10.21.990); notwithstanding this paragraph, if there
14 are 21 or more directors, the vote of a majority of the entire board is sufficient to authorize a
15 disposition of corporate assets.
16 (b) If a corporation is, or would be if formed under this chapter, a public benefit
17 corporation, a sale, lease, exchange, or other disposition shall be approved by the commissioner
18 as provided in AS 10.21.198. If the corporation is or would be if formed under this chapter, a
19 mutual benefit corporation, and it holds assets in charitable trust, it shall give written notice to
20 the commissioner not less than 30 days before a sale, lease, exchange, or other disposition under
21 this section unless the commissioner has given the corporation a written waiver of this notice
22 requirement as to the particular transaction,
23 (c) After authorization and, when required, approval of the commissioner, the board in
24 its discretion may abandon a sale, lease, exchange, or other disposition of assets subject to the
25 rights of third parties under any contract, without further action or approval.
26 (d) The provisions of this section apply to a foreign corporation to the extent that it
27 (1) holds assets in charitable trust under AS 10.21.185; or
28 (2) holds an interest in real property situated in this state.
29 Sec. 10.21.198. PETITION FOR APPROVAL BY COMMISSIONER, (a) A domestic
30 or foreign corporation required by law to obtain the approval of the commissioner to sell, lease,
31 exchange, or otherwise dispose of all or substantially all of its assets, shall submit a verified
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petition to the commissioner that must set out

(1) the name of the corporation and the law under which it was incorporated;

(2) the names of the directors and principal officers of the corporation and thei*
places of residence;

(3) the activities of the corporation;

(4)a description, of the assets to be sold, leased, exchanged, or otherwise
disposed of, which may be contained in a schedule attached to the petition; a statement of the
face value of those assets; and the amount of the corporation’s debts and liabilities, including the

manner by which they are secur'd;

(5) the consideration to be received by the corporation and the proposed
disposition of that consideration, together with a statement that the dissolution of the corporation
IS or is not contemplated:;

(6) a concise statement of the reasons why the purposes of the corporation, or the
interests of its members will be promoted by the sale, lease, exchange, or other section
disposition of the assets of the corporation;

(7) a statement that the sale, lease, exchange or disposition of corporate assets,
has been recommended or authorized by vote of the directors at a meeting duly called and held,
as shown in a schedule annexed to the petition setting out a copy of the resolution granting the
authority, including the results of the vote on the resolution;

(8)if the consent of the members of the corporation is required by law a
statement that the consent is given, as shown in a schedule attached to the petition setting out
a copy of the consent, adopted at a meeting of members duly called and held, with a statement
of the vote on the consent; and

(9) a request for approval to sell, lease, exchange, or otherwise dispose of all or
substantially all, of the assets of the corporation as set out in the petition.

(b) The commissioner may, in the exercise of discretion, order that the notice of the
petition be given personally or by mail to any person interested in the petition, as member,
officer, or creditor of the corporation. The notice shall state that written consent or objections
to the petition will be received by the commissioner until a specified date that may not be less
than 30 days from die date of the notice. An interested person, whether or not formally notified,
may file written comments or objections to the petition. Comments shall be considered by the
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commissioner if they are filed within the time permitted under the notice, or if notice has not
been given by the commissioner, within 30 days from the presentation of the petition to the com-
missioner.

(c) If the corporation is insolvent (AS 10.21.990) or if its assets are insufficient to
liquidate its debts and liabilities in full, the approval of the commissioner shall not be given
unless all the creditors of the corporation have been served, personally or by mail, with a notice
of the proposed distribution, and have been given the period for comment or objection permitted
under (b) of this section.

(d) If the commissioner determines that the purposes of the corporation or the interests
of the members will be reasonably served, the commissioner may authorize the sale, lease,
exchange, or other disposition of all or substantially all of the assets of the corporation, as
described in the petition, for the consideration and on the terms the commissioner prescribes.
The commissioner’s order shall direct the disposition of the consideration to be received by the
corporation.

(e) A party aggrieved by an order of the commissioner under (d) of this section may
appeal the order to the superior court. Judicial review of an order issued under (d) of this section
is limited to the issue of whether or not the order is an abuse of discretion.

ARTICLE 5. MEMBERS.

Sec. 10.21.200. MEMBERS; ADMISSION OF MEMBERS; CORPORATIONS
WITHOUT MEMBERS, (a) A domestic corporation may admit persons to membership as
provided in its articles or bylaws, or may provide in its articles or bylaws that it will not have
members (AS 10.21.990). In the absence of a provision in its articles or bylaws providing for
members, a domestic corporation may not have members.

(b) In the case of a domestic corporation having no members

(1) an action that would otherwise require approval by a majority of all members
(AS 10.21.990(4))or approval by the members (AS 10.21.990(7)) requires only approval of the
board (AS 10.21.990(6)), notwithstanding a provision of the articles, bylaws, or this chapter,
(2) rights that would otherwise vest in the members vest in the directors.

(c) In this chapter, a domestic corporation having no members includes a domestic

corporation in which the directors are the only members.

Sec. 10.21.203. MEMBERSHIP: CONSIDERATION, (a) Subject to the articles or
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bylaws, a membership may be issued by a domestic corporation for no consideration or foi ?
consideration as determined by the board.

(b) Except as provided in (d) of this section and subject to AS 10.21.165, a membership
Issued as provided in this section is a fully paid membership and is not liable for any further call,
and the member is not liable for further payment for the membership.

(c) In the absence of fraud in the transaction, the judgment of the directors as to the
value of the consideration for a membership is conclusive.

(d) A domestic corporation may issue all or part of its memberships as partly paid and
subject to call for the remainder of the consideration to be paid for the membership.

Sec. 10.21.205. MULTIPLE AND FRACTIONAL MEMBERSHIP: HOMEOWNERS’
ASSOCIATIONS, (a) Except as provided in this section a person may not hold a fractional
membership or more than one membership.

(b) Two or more persons may have an indivisible interest in a single membership if
authorized by the articles or bylaws subject to AS 10.21.278.

(c) A person may hold membership in more than one class if the articles or bylaws
provide for classes of membership and permit a person to be a member of more than one class.

(d) In the case of membership in a homeowners’ association, the articles or bylaws may
permit a person who owns an interest or who has a right of exclusive occupancy in more than
one lot, parcel, area, apartment, or unit to hold a separate membership in the homeowners’
association for each lot, parcel, area, apartment, or unit.

Sec. 10.21.208. MUTUAL BENEFIT CORPORATIONS; MEMBERSHIP
CERTIFICATES; IDENTITY CARDS; TRANSFER AND CANCELLATION, (a) Except as
provided in AS 10.21.203(d), a mutual benefit corporation may issue membership certificates and
identity cards or similar devices to members that serve to identify members qualifying to use
facilities or services of the corporation.

(b) A membership certificate issued by a mutual benefit corporation must state on the
certificate

(1) that the corporation is a nonprofit mutual benefit corporation that may not
make distributions to its members except upon dissolution, or, if the articles provide, that it may
not make a distribution to its members;

(2) that restrictions on the transferability of membership, if any, are on file with
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the secretary of the corporation and arc open for inspection by a member on the same basis as
the records of the corporation; and

(3) if applicable, that the membership has been issued as partly paid and is subject
to call for the remainder of the consideration.

(c) 1f a membership certificate of a mutual benefit corporation is transferable only with
consent of the corporation, or if there are no membership certificates, then notwithstanding (b)(2)
of this section the corporation may, or if there are no membership certificates the corporation
shall, give notice to a transferee, within a reasonable time after the corporation is first notified
of the proposed transfer and hefore the membership is transferred on the books and records of
the corporation, of the information that would otherwise be provided under (b)(2) of this section.

(d) If the articles or bylaws of a mutual benefit corporation are amended so that a
statement required by (b) of this section is no longer accurate, then the board shall cancel the
outstanding certificates and issue new certificates conforming to the article or bylaw amendments.

(e) If new membership certificates are issued under (d) of this section, the board shall
order holders of outstanding certificates to surrender and exchange them for new certificates
within a reasonable time fixed by the board. The board may further provide that the holder of
a certificate that the hoard has ordered to be surrendered is not entitled to exercise a right of
membership until the certificate is surrendered and e- changed. The rights of a member may be
suspended only after notice of the order is given to the holder of the certificate and only until
the certificate is exchanged. The duty to surrender an outstanding certificate may also be
enforced by civil action.

Sec. 10.21.210. ISSUANCE OF NEW MEMBERSHIP CERTIFICATE FOR LOST,
STOLEN, OR DESTROYED CERTIFICATE, (2) A mutual benefit corporation may issue a
new membership certificate in place of a certificate that is lost, stolen, or destroyed. The
coiporation may require the owner of the lost, stolen, or destroyed certificate or the owner’s legal
representative to give the corporation a bond or other adequate security sufficient to indemnify
the corporation against a claim that may be made against the corporation because of the loss,
theft, or destruction of a certificate or the issuance of a new certificate.

(b) Ifamutual benefit corporation refuses to issue a new membership certificate in place
of a certificate alleged to have been lost, stolen, or destroyed, the owner of the lost, stolen, or
destroyed certificate may bring an action in the superior court for an order requiring the
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corporation to issue a new certificate.

Sec. 10.21.213. PERSONS ADMITTED TO MEMBERSHIP; EXCEPTION OF
SUBSIDIARIES, (a) Except as provided in (b) of this section, or in its articles or bylaws, a
corporation may admit any person to membership.

(b) A corporation may not admit a subsidiary (AS 10.21.990) of the corporation to
membership.

Sec. 10.21.215. TRANSFER OF MEMBERSHIPS: MUTUAL BENEFIT
CORPORATIONS, (a) In the case of a mutual benefit corporation, unless the articles or bylaws
provide otherwise and subject to AS 10.21.268

(1)a member may not transfer a membership or right arising from the
membership; and

(2) all rights as a member of the corporation cease upon the member’s death or
dissolution of the corporation.

(b) Notwithstanding (a)(2) of this section, the articles or bylaws may provide for, or may
authorize the board to provide for, the transfer of memberships, or of memberships within a class
or classes, with or without restriction or limitation, including transfer upon the death, dissolution,
merger, or reorganization of a member.

(c) If transfer rights have been provided, a restriction of those rights is not binding with
respect to memberships issued prior to the adoption of the restriction, unless the holders of those
memberships voted in favor of the restriction.

Sec. 10.21.218. TRANSFER  OF MEMBERSHIPS:  PUBLIC BENEFIT

CORPORATIONS. Subject to AS 10.21.265, in the case of a public benefit corporation

(1) a member may not transfer a membership or anyright arising from the
membership; and

(2) all rights as a member of the corporation cease uponthe member’s death or
dissolution of the corporation.

Sec. 10.21.220. EQUALITY OF MEMBERSHIPS. Except as provided by the articles
or bylaws, all memberships have the same rights, privileges, preferences, restrictions, and
conditions.

Sec. 10.21.225. BENEFITTING, SERVING, AND ASSISTING NONMEMBERS. A
domestic corporation may benefit, serve, or assist for consideration, if any, as determined by the
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board or as provided by the articles or bylaws, a person who is not a member as that term is
defined for this chapter.

Sec. 10.21.228. RESIGNATION OR EXPIRATION OF MEMBERSHIP, (a) A member
may resign from membership at any time. The articles or bylaws may require reasonable notice
before a resignation is effective.

(b) Notwithstanding () of this section, a resigning member is liable for charges incurred,
services or benefits actually rendered and unpaid, dues, assessments, or fees.

() A membership issued for a period of time expires when the period of time has
elapsed unless the membership is renewed.

Sec. 10.21.230. EXPULSION, SUSPENSION, OR TERMINATION, (a) Amember may
not be expelled or suspended, and a membership may not be terminated or suspended, except as
provided in this section. An expulsion, termination, or suspension not in accord with this section
is void and without effect.

(b) An expulsion, suspension, or termination shall be done in good faith and in a fair and
reasonable manner. A procedure not conforming to (c) of this section may be fair and reasonable
when the full circumstances of the suspension, termination, or expulsion are considered. The
burden of proof of the reasonableness of a procedure not conforming to (c) of this section is on
the corporation.
(c) A suspension, termination, or expulsion procedure is fair and reasonable if
(1) the provisions of the procedure have been set out in the articles or bylaws, or
copies of the provisions are sent upon request to a member as required by the articles or bylaws;
(2) the procedure provides for the giving of 30 days’ notice to the member before
the expulsion, suspension, or termination, and notice of the reasons for the expulsion, suspension,
or termination; and
(3) the procedure provides an opportunity for the member to respond, orally or
in writing, not less than 10 days before the effective date of the expulsion, suspension, or
termination before a person or body authorized to decide that the proposed expulsion,
termination, or suspension not take place.
(d) Notice required under this section may be given by any method reasonably calculated
to provide actual notice. Notice given by mail shall be given by first-class or registered mail sent
to the last address of the member shown on the corporation’s records.
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(e) An action challenging an expulsion, suspension, or termination of membership,
including a claim alleging defective notice, must be commenced within one year after the date
of the expulsion, suspension, or termination. In the event the action is successful the court may
order the relief, including reinstatement, that it finds equitable under the circumstances. A vote
of the members entitled to vote or of the board may not be set aside because a person was at the
time of the vote wrongfully excluded by virtue of the challenged expulsion, suspension, or
termination, unless the court finds that the wrongful expulsion, suspension, or termination was
in bad faith and for the purpose, and with the effect, of wrongfully excluding the member from
the vote or fiom the meeting at which the vote took place, in order to affect the outcome of the
Vote,

() This section governs only the procedures for expulsion, suspension, or terrainatirn of
a member and not the substantive grounds. An expulsion, suspension, or termination based on
substantive grounds that violate contractual or other rights of a member or are otherwise unlawful
is not made valid by compliance with this section.

Sec. 10.21.233. MEETINGS OF MEMBERS, (a) Meetings of members shall be held
at a place inside or outside this state as provided by the bylaws. If the bylaws make no
provision, meetings shall be held at the registered office of the corporation.

(b) Regular meetings of members of a public benefit corporation shall be held on a date,
at a time, and with the frequency provided by the bylaws, but not less often than once every third
year. |f the bylaws make no provision, annual meetings shall be held. Directors shall be elected
at a regular meeting of the members unless they are chosen in some other manner authorized by
law. Any other proper business may be transacted at a regular meeting.

(c) A regular meeting of the members of a mutual benefit corporation shall be held
annually. In a year in which directors are elected, the election shall be held at the regular
meeting of the members unless they are chosen in some other manner authorized by law. Any
other proper business may be transacted at the regular meeting.

(d) If a domestic corporation with members fails to hold a regular meeting for a period
of 60 days after the date designated for the meeting, or, if no date has been designated, for a
period of 15 months after the formation of the corporation or after its last regular meeting as
required by (b) or (c) of this section, or if the corporation fails to hold a written hallot for a
period of 60 days after the date designated for the written ballot, the superior court may
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1 summarily order the meeting to be held or the ballot to be conducted upon the application of a
2 member or the commissioner after notice to the corporation giving it an opportunity to respond.

3 (c) Special meetings of the members may be called by the board, the chair of the board,
4 the president, 10 percent of the members, or by other persons authorized in the articles or bylaws.
5 Sec. 10.21.235. DETERMINATION OF RECORD DATE, (a) The bylaws may provide
6 or, in the absence of a provision, the board may fix in advance, a date as the record date for the
T purpose of determining the members entitled to notice of a meeting of members. The record date
8 may not be more than 60 or less than 10 days before the date of the meeting. If a record date
9 is not fixed, a member at the close of business on the business day preceding the day on which

10 notice is given or, if notice is waived, at the close of business on the business day preceding the
11 day on which the meeting is held, is entitled to notice of a meeting of members. A determination
12 of members entitled to notice of a meeting of members applies to an adjournment of the meeting
13 unless the hoard fixes a new record date for the adjourned meeting.
14 (b) The bylaws may provide or, in the absence of a provision, the board may fix in
15 advance, a date as the record date for the purpose of determining the members entitled to vote
16 at a meeting of members. The record date may not be more than 60 days before the date of the
17 meeting. If a record date is not fixed, a member on the day of the meeting who is eligible to
18 vote is entitled to vote at the meeting of members. If a record date is not fixed in the case of
19 an adjourned meeting, a member on the day of adjournment is eligible to vote at the resumption
20 of that meeting.
21 (c) The bylaws may provide or, in the absence of a provision, the board may fix in
22 advance, a date as the record date for the purpose of determining the members entitled to cast
23 written consents under AS 10.21.283. The record date may not be more than 60 days before the
24 day on which the first written ballot is mailed or solicited. If a record date is not fixed, a
25 member on the day the first written ballot is mailed or solicited who is otherwise eligible to vote
26 may cast a written ballot.
21 (d) The bylaws may provide or, in the absence of a provision, the hoard may fix in
28 advance, a date as the record date for the purpose of determining the members entitled to exercise
29 a right. The record date may not be more than 60 days before that action. If a record date is
30 not fixed, members at the close of business on the day on which the board adopts a resolution
31 relating to that right, are entitled to exercise that right.
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Sec. 10.21.238. NOTICE OF MEMBERS’ MEETINGS; PERMISSIBLE AGENDA, (a)
Whenever members are required or permitted to take any action at a meeting, a written notice
of the meeting shall be delivered not less than 20 nor more than 50 days before the date of the
meeting, either personally or by mail, by or at the direction of the president, the secretary or the
officer or persons calling for the meeting, to each member entided to vote at the meeting. If
mailed, the notice is considered delivered when deposited with postage prepaid in the United
States mail addressed to the member at the member’s address as it appears on the membership
records of the corporation.

(b) The notice required by (a) of this section must state the place, date, and time of the
meeting and

(1) in the case of a special meeting, the purpose for which the meeting is called,
and no other business may be transacted, or

(2) in the case of the regular meeting, those matters that the board, at the time
notice is given, intends to present for action by the members, but, except as provided in
AS 10.21.263(b), any proper matter may be presented at the meeting for member action,

Sec. 10.21.240. NOMINATION AND ELECTION PROCEDURES FOR THE BOARD.
(a) Nomination and election procedures that are reasonable, given the nature, size, and operations
of the corporation, shall be available to the members for the nomination and election of those
directors elected by the members. The procedures shall be set out in the articles or bylaws.

(b) The procedures must include

(1) a reasonable means of nominating a person for election as a director;

(2) a reasonable opportunity for a nominee to communicate to the members the
nominee’s qualifications and the reasons for the nominee’s candidacy;

(3)a reasonable opportunity for nominees to solicit votes; and

(4)a reasonable opportunity for members to choose among the nominees.

Sec. 10.21.243. NOMINATION PROCEDURES: CORPORATIONS WITH 500 OR
MORE MEMBERS. Except for directors who are designated or selected under AS 10.21.355(d)
or directors elected on a chapter or regional basis under AS 10.21.275, and except as provided
in AS 10.21.245, a person who is qualified to be elected to the board of directors of a domestic
corporation with 500 or more members may be nominated

(1) by a method authorized under AS 10.21.240;
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(2) by petition delivered to an officer of the corporation signed, within 11 months
preceding the next time directors will be elected, by members representing the following number
of votes:

(A) for domestic corporations with fewer than 5,000 members, 20 percent
of the voting power,
(B) for domestic corporations with 5,000 members or more, 1/20th of one

percent of the voting power, but not less than 100;

(3) notwithstanding (2) of this section, in domestic corporations engaged primarily
in the business of retail merchandising of consumer goods, having 100,000 or more members,
by petition delivered to an officer of the corporation, signed, within 11 months preceding the next
time directors will be elected, by a reasonable number of members, consistent with AS 10.21.240;

(4) if there is a meeting to elect directors, and subject to AS 10.21.245, by a
member present at the meeting in person or by proxies if proxies are permitted.

Sec. 10.21.245. ELECTION OF DIRECTORS: CORPORATIONS WITH 5,000 OR
MORE MEMBERS, (a) The provisions of this section apply to the election of directors by
members of a domestic corporation with 5,000 or more members except for an election
authorized by AS 10.21.273 or 10.21.275.

(b) The corporation’s articles or bylaws shall set a date for the close of nominations for
the board. The date may not be less than 50 or more than 120 days before the day directors are
to he elected. Notwithstanding AS 10.21.243(4), nominations for the board may not be made after
the date set for the close of nominations.

(c) If more people are nominated for the board than can be elected, the election shall take
place by means of procedures that allow nominees a reasonable opportunity to solicit votes and
members a reasonable opportunity to choose among nominees.

(d) If, after the close of nominations, the number of people nominated for the board is
not more than the number of directors to be elected, the corporation may declare those nominated
and qualified to be elected to have been elected.

Sec. 10.21.248. EQUAL ACCESS TO CORPORATE PUBLICATIONS: VOTE
SOLICITATION IN CORPORATE PUBLICATIONS. A domestic corporation with 500 or more
members that publishes material soliciting votes for a nominee for election to the board in a
publication owned or controlled by the corporation, shall make available to each of the other *
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