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SENATE CS FOR CS FOR HOUSE BILL NO. 192(CRA)
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -SECOND SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COVMITTEE
et
Sponsor(S): REPRESENTATIVES FOSTER van, Medlcan, Long, Mdke Kubina

A BILL

FOR AN ACT ENTITLED
"An Act relating to housing assistance provided by the Alaska Housing Finance
Corporation and to its rural housing programs, to the corporations supplemental
housing development grants 1o regional housing authorities, and to housing
programs of regional housing authorities; permitting regional housing authorities
t make, originate, and service loans for the purchase and development of
residential housing; and amending the definitions of “rural” and Small

Jcommunity” as applied in various housing Jgrams.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.55 isamended by adding a new section 1o reed:
ARTICLE 3A. GENERAL PROVISIONS.
See. 18.55.965. LIMITATION ON EXERCISE OF POWER. The Alaska
Housing Finance Corporation may not make, participate in the making of, purchase,
or participate in the purchase of a grant, loen, or investment, or exercise any other

1 SCS CSHB 192(CRA)
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power with respect to housing under AS 18.55.010 - 18.55.960, in violation of
AS 18.56.006(@)(®G) or AS 18.80.240, or if the effect or result of the exercise of tre
power would acostitute a violation oF AS 18.56.006(a)(5) or AS 18.80.240.

*Sec. 2. AS 18.55.997 s amended to read:

Sec. 18.55.997. RESIDENTIAL LOANS, (@ A [INADDITION TO THE
POWERS AUTHORIZED TO A REGIONAL HOUSING AUTHORITY UNDER
AS 18.55.996, A] regioal housing authority, in addition to the powers authorized
to tunder AS 18.55.9%.

{1} may, In accordance with procedures and policies adopted and
approved by the Alaska Housing Finance Corporation,

(A nasmall conmunity, make,originate, and service loans

for the purchase or development of residantial housing: and
(B inan area of the state not in a small conmunity, make.
originate, and service loans for the purchase or development of residential
housing: however, a loan made or originated end serviced under this
subparagraph mav he made only from the proceeds of a loan made by the

Alaska Housing Finance Corporation to the regional housing authority

under regulations adopted bv the corporation to meet the housing needs

of borrowers who cannot obtain financing through the corporation®s
programs that are available 1o address the housing needs of borrowers;
(@ gl secure loans made under Q) of this subsection [INRURAL
AREAS OF THE STATE, OTHER THAN IN AN AREA WHERE THE
CORPORATION HAS A LOAN OFFICE. A LOAN SHALL BE SECURED] by
oollateral 1n an amount acceptable to the ctmoration: the |. THE] rate of interest on
a loan authorized by this subsection [SECT»ON] may not exceed the interest rate
established hv the Alaska Housing Finance Corporation for the corporation’s
corresponding loan program [ON A LOAN ORIGINATED OR PURCHASED
UNDER AS 18.56.400 - 18.56.600],

G In this secian,

(@ ''development means the construction of a new residence or the
repair, remodeling, rdebilitation, or expansion of an existing home;

SCS CSHB 192(CRA) -2*
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@ ["RURAL"™ HAS THE MEANING GIVEN THE TERM] "smll
community'” has the meanim? given In AS 18.56.600.
Sec. 3. AS 18.55.99(a) s amended to read:

@ There s created in the Alaska Housing Finance Corporation a supplemental
housing development grart fud. Using corporate eamings or other available fuds, the
corporation dall make graits t regioml housing authorities established under
AS 18.55.996 for

@D tre ©."tof [ON-SITE] sewer and water fealities, whether on-site
or off-site:
(@ road construction 1o project Sitesi
@ [l energy efficiatt design features in homesi [,] and
(@ extension of electrical distribJton fecilities o individal residences.
Sec. 4. AS 18.55.998(c) s amended 1o read:

@© A grant made hv the corporation to a regional housing authority under

this section

(@ [GRANT MONEY] may be used hv the regional housing
authority only for the purpose and the permissible use for which the grant was
made :

(@ mav not [PURPOSES SPECIFIED IN @ OF THIS SECTION.
NO PART OF THE GRANT MONEY MAY] be used for adninistrative or other assts
of a regional housing authority, whether the ocosts are directly associated with the
construction or gereral costs of the authority.

Sec. 5. AS 18.55.998(d) samended 1o reed:
(d) The Alaska Housing Finance Corporation dall

(D adopt regulations to cany out the purposes of this section: the [.
THE] provisions of AS 18.56.088(a) and (b) apply 1o regulations adopted under this
section: and

(@ establish a priority system for the allocation of monev for grants
t pav for offsite sewer and water fecility improvements authorized hv

AS 18.55.998(a)m.

-3- SCS C5HB 192(CRA)
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* Sec. 6. AS 18.55.998 wamended by addinga new subsection to reed:

(M The Alaska Housing Finance Corporation may not make a grant or
participate In the making of a grant for residentdal housing from the supplemental
housing development grant fund if the grart money would support residantial housing
used or occupied, or offered for use or occupancy, in violation of AS 18.56.006(@)(5)
or AS 18.80.240.

* Sec. 7. AS 18.56.09% samended by addinga new subsection to reed:
(@ The pronhibitions of (©) of this section do not apply t a loan made under

© ©® N o 00 A W N R

AS 18.56.420(@)(2)(©) to renovate or improve srall community housing if the amount
10 of the loan does not exceed $20,000.
1 * Sec. 8 AS 18.56.300(d) samended to read:

12 (d) This section does not apply

13 £1} 1t a nonconforming housing lcan made or purchased by the
14 | corporation: or

15 (@ toa loan made under AS 18.56.420@)(2)(B) or t0O to renovate
16 or improve small community housing Ifthe amount of the loan does not exceed
17 $20.000.

18 * Sec. 9. AS 18.56.420(a) is amended 1o reed:

19 @ There s created In the corporation, as a rewlving loan fud, the housing

20 | assistance loan fund ocasisting of money appropriated to it by the legislature and

21 deposited in itby the corporation, and repayments of principal and interest on loans

22 IIj made or purchased from the assets of tre fud. The corporation shall

23 (D adopt regulations to adninister the housing assistance loan fund

24 under AS 18.56.400 - 18.56.600; and

25 (@ supject to gypropriation, provide money for a rural assistance loan

26 ] program to originate, purchase, [OR] participate in the purchase of. or refinance

27 | (A small community housing mortgage loans;

28 ] ®) loas made

29 | f1) for building materials for s,all community housing;

30 j or

31 @) to nav for the labor of third-partv contractors for
SCS CSHB 192(CRA) 4

Nnw >XC UndfdSnrd (DELETED TEXT BRACKETED]



o b~ wWw

oD

10

11

12

13
14
15
16
17
18
19
20

21

22

23
24
25
26
27
28
29
30
31

the installation of building materials in small community housing

units:

(© loans made for renovations or improvements to small

community housing;

(O loans made for the construction of owner-occupied small

community housing other than lcans t© builders or contractors or loans that
compensate an owner for the owner’s labor or services in constructing the

owner’s own housing.

*Sec. 10. AS 18.56.440 s amended to reed:

Sec. 18.56.440. LIMITATIONS ON USE OF HOUSING ASSISTANCE
LOAN FUND. The corporation may not use tte money in the housing assistance loan

fund ©

(@ originate a direct loan or purchase or participate in the purchase of
a snall community housing mortgage loan that exceeds the limitations on mortgage
loans purchased by the Federal National Mortgage Association as to principal amount

or loan-to-value ratio;

(@ originate a direct loan or purchase or participate in the purchase of

a loan made for building materials for stall community housing

(A) that exceeds $45,000 or exceeds

@ 80 percant of the gppraised value of the work ;
completed on thesmall conmunity housing for which the loan ismade *©
if the srall community housing s pledged as cllateral for the laen; or

@) 90 percent of the value of other property thet s
pledged as seaurity for the loan and tet s satisfectory o the

corporation as oollateral;

(B) uwless tre terms of the loan agreement reguire inspections ®
and cxtificatias, as required by regulations of the corporation, at the expense

of the borrover; and

(© uwnless the periad of time alloned for repayment of the lcen

isequal to or less than 15 years;

originate direct loans or purchase or participate in the purchase of

-5-
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a small community housing mortgage loan ttet s secured by real property the
marketable: titke to which s shown under AS 18.56.480(b)(2) if the total amount of
outstanding srall community housing mortgage loans held by the corporation exceeds
10 times the amount of money in the restricted titke loss resernve account established
by AS 18.56.490;

@ originate a direct loan for stall community housing or purchase or
participate In the purchase of a stall community housing mortgage locen, other than
a loan for tie rgmir, remodeling, rdebilitation, or expansion of an existing
owner-occupied residence, if the borrower has an outstanding housing loan made under
a slate loan program, other than a loan for [NONOWNER-OCCUPIED] housing under
AS 18.56.580 or for nonowner occupied housing under former AS 44.47.520, thet
bears interest at a rate trat was less than the prevailling market interest rate for similar
housing loans at the time the loan was made;

®G) origirate a direct mortgage loan or purchase or participate in the ;
purchase of a mortgage loan for ratal housing unless the borrower agrees not t
discriminate against terants or prospective terats because of sex, marital stais, j
changes in marital statis, pregnancy, parenthood, race, religion, color, rational origin, |
or statLs as a student;

®) origirate, purchase, or participate ih a loen © a person who has a
[

past due child support doligation established by court order or by the chilld support ,
enforcement division under AS 25.27.160 -25.27.220 at the time of goplication.

Sec. 11. AS 18.56.460 s amended by adding a new subsection to reed:
© For a loan originated or purchased in whole or in part from the housing

assistance loan fund under AS  18.56.420, the corporation may make an unsecured loen, i
The authority of the corporation to make an unsecured loan under this subsection B !
limited o a loan made

(@D under AS 18.56.420(@)(@)(B) or (C) t renovate or improve small
community housing that does not exceed $20,000; and

(@ for ral property If the housing unit for which the unsecured lcan
is sought

(A) soccupied by the borrower under an occupancy certificae

SCS CSIfB 192(CRA) 5
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or similar instrurent granting the borrower an exclusive rigit of possession of

a specific deelling unit In a cooperative housing development, mutual aid

housing program, or similar program; or

(® s located on lad the titke to which isheld by the borrower
under a restricted deed issued by the Secretary of the Interior or the secretary™s
designee, either as a Native restricted deed or as a restricted deed for property
in a trustee tovsite.
*Sec. 12. AS 18.56.580(a) isamended to reed:

@ In addition to the powers authorized by AS 18.56.400, the :-orporation may
adopt regulations under AS 18.56.088 allowing the use of money iIn the housing
assistance loan fund t© make loans for the purchase or development of rental
[NONOWNER OCCUPIED] housing in stall communities.

*Sec. 13. AS 18.56.580(c) s amended to reed:

© The principal amount of loans made for remtal [NONOWNER
OCCUPIED] housing under this section may not exceed 20 percent of the total
principal amount of loans made for srall community housing under AS 18.56.400 -
18.56.600.

*
Sec. 14. AS 18.56.580(d) s amended to reed:

@ In this secion,

(@ developrent” means the construction of a new residence or the !
rgailr, remodeling, raebilitation, or expansion of an existing residence;

@ rental ["NONOWNER OCCUPIED] housing’ means a
single-family residence that is not occupied bv the owner or a nulti-family residence
having up t© 16 [EIGHT] dwelling units,one of which mav be [AND THAT ISNOT]
occupied by the owner; the corporation may modify 1his* .Infaan If itdetermines that
there s a gecial need for retal [NONOWNER OCCUPIED] housing in small
communities and that a change In the definition s nocessaiy to enablle the corporation
1o meet that need.

*Sec. 15. AS 18.56.600 samended to read:
Sec. 18.56.600. DEFINITIONS. InAS 18.56.400 - 18.56.600,

@ "housing™

-7- SCS CSHB 192(CRA)
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(A means owner-occupied housing having four or fewer
dwelling units [ SINGLE-FAMILY HOUSING AND OWNER-OCCUPIED
DUPLEXES] inwhich not more than 25 percent of the gross floor area isor
will be devoted to commercial use;

(B) does not include a nulti-family residence that constitutes
housing for which a loan is made under the rertal housing loan program
of AS 18.56.580 when one of the dwelling units in the multi-family
residence is occupied hv the residence owner:

@ "small community' means a community with a population of 6,500
[5,500] or less that s not connected by road or rail to Anchorage or Fairbanks, or with
a population of 1,600 [1,400] or less that s connected by road or rail to Anchorage or
Fairbanks; in this paragraph, *‘connected by road'” does, not include a connection by the
Alaska marine highway system.
*Sec. 16. AS 18.56.79(2) s amended to read:
(@ "'senior housing'”
(A) means construction or improvement undertaken primarily
o provide dwelling accommodations
® for nersons 55 years of age or older in residential
cooperatives organized under AS 10.15 or AS 34.08: and
GlIl  for persons 60 years of age or older, in
[ INCLUDING] conventional housing, housing for frail elderly, group
homes, congregate housing, residential horizottal property regimes
organized under AS 34.07, [RESIDENTIAL COOPERATIVES
ORGANIZED UNDER AS 1015 OR AS 3.08,] residetial
condominiums organized under AS 34.08, and other housing that meets
special needs of the elderly;

B includes aoquisition, castruction, or raebiltation of lad,
burldings, improvements, and other nonhousing; fealities ttat are incidental or
appurtenant to the housing described in (A) of this paragraph.

*Sec. 17. AS 18.56.800 s amended to reed:
Sec. 18.56.800. DECLARATION OF PURPOSE. There exists in the state a

SCS CSHB 192(CRA) -8-
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serious shortage of decent, safe, and sanitary residantial housing availleble at low or
moderate prices or retals to persons of the age set bv law to qualify for senior
housing [60 YEARS OF AGE OR OLDER], There also exists in the state
orgeniizations whose purposes are 1o provide the kinds of housing needed to alleviate
this sortage.  Development work to provide such housing involves substantial expense
that is often beyond the resources of the orgenizations.

-9- SCS CSHB 192(CRA)
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AMENDMENT

OFFERED IN THE SENATE
TO: SCS CSHB 192(STA)

Page 8, linss 16-22:
Delete al material and st
"(A) means construction or improvement undertaken primarily
to provide dwelling accommodations
@ for persons 55 years of age or older in residential
cooperatives organized under AS 10.15 or AS 34.08: and
lill for persons 60 years of age or older in [,
INCLUDING] oconventional housing, housing for frail elderly, group
homes, congregate housing, residential horizontal property regimes
organized under AS 34.07, [RESIDENTIAL COOPERATIVES
ORGANIZED UNDER AS 10.15 OR AS 34.08,] residetial
condominiums organized under AS 34.08, and other housing that meets
special needs of the elderly;"”

Page 8, lire 20:
Delete ''55" [&0] years of age or older."
Insert "of the age set hv law to Qualify for senior housinti  [60 YEARS OF AGE OR

OLDER]."
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SEINATE CS FOR CS FOR HOUSE BILL NO. 192(STA)
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -SECOND SESSION
BY THE SENATE STATE AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESEIN.'ATTVES FOSTER, Ivan, MacLean, Long, Mackic, Kubina
A BILL J

FOR AN ACT ENTITLED
i
"An Act relating to housing assistance provided by the Alaska Housing Finance j

Corporation and to iIts rural housing programs, to the corporations s elementall
I

housing development grants t regional housing authorities, and t housing *
i

programs of regional housing authorities; permitting regional housing authorities

t make, originate, and service loans for the purchase and development of
i
residential housing; and amending the definitions of “rural” and “small

community” as applied iIn various housing programs.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.55 s amended by adding a new section 1 read:

ARTICLE 3A. GENERAL PROVISIONS. t

Sec. 1.855965 LIMITATION ON EXERCISE OF POWER. The Alaska,I
Housing Finance Corporation may not make, participate in the making of, purchase,

or participate in the purchase of a grant, loan, or Investment, or exercise any other

-1* . SCS CSHB 192(STA)
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power with respect t housing under AS 18.55.010 - 18.55.960, in violation of
AS 18.56.09%6(@)(5) or AS 18.80.240, or iIf the effect or reault of the exercise of the
power would constitute a violation of AS 18.56.096(@)(5) or AS 18.80.240.

*Sec. 2. AS 18.55.997 s amended to read:

Sec. 18.55.997. RESIDENTIAL LOANS, (@ A [INADDITION TO THE
POWERS AUTHORIZED TO A REGIONAL HOUSING AUTHORITY UNDER
AS 18.55.996, A] regional housing authority, In addition to the powers authorized
to itunder AS 18.55.99%.

(I} may, In accordance with procedures and policies adopted and
approved by the Alaska Housing Finance Corporation,

(A) inasmall conmunity, make, originate, and service loans

for the purchase or development of residential housing: and
(B) 1Inan area of the state not in a small community, make,
originate, and service loans for the purchase or development of residential
housing; however, a loan made or originated and serviced under this
subparagraph mav he made onlv from the proceeds of a loan made bv the

Alaska Housing Finance Corporation to the regional housing authority

under regulations adopted hv the corporation to meet the housing needs

of borrowers who cannot obtain financing through the corporation®s

programs that are available to address the housing needs of borrowers:

(¢)) shall secure loans made under (O of this subsection [INRUR/

AREAS OF THE STATE, OTHER THAN IN AN AREA WHERE THE
CORPORATION HAS A LOAN OFFICE. A LOAN SHALL BE SECURED] by
oollateral 1in an amount acceptable to the corporation; the [ THE] rate of interest on
a loan authorized by this subsection [SECTION] may not exceed the interest rate
established hv the Alaska Housing Finance Corporation for the corporation’s
corresponding loan program [ON A LOAN ORIGINATED OR PURCHASED
UNDER AS 18.56.400 - 18.56.600].

® In this sectio,

(@ ‘"'development means the construction of a new residence or the
repair, remodeling, rehebilitation, or expansion of an existing home;

SCS CSHB 192(STA) 2
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@ ['RURAL'" HAS THE MEANING GIVEN THE TERML""m¢
community” has the meaning given in AS 18.56.600.
*Sec. 3. AS 18.55.998(a) s amended to reed: f
@ There i created in the Alaska Housing Finance Corporation a supplemental
housing development grant fud. Using corporate eamings or other available fuds, the
corporation dall make grants t regiomal housing authorities established undert
AS 18.55.996 for
£1) the cost of [ON-SITE] sewer and water fecilities, whether on-site
or off-site:
£2) road construction 1o project Sites;
£3) [,] energy efficient design features in homes; [,] and |
£4) extension of electrical distribution fecilities © individual residences.
*Sec. 4. AS 18.55.998(c) s amended to reed:
(© A grant made bv the corporation t a regional housing authority under
this section
£11 [GRANT MONEY] may be used bv the regional housing
authority only for the purpose and the permissible use for which the grant was
made : t
() mav not [PURPOSES SPECIFIED IN ® OF THIS SECTIC
NO PART OF THE GRANT MONEY MAY] be used for adninistrative or other costs
of a regional housing authority, whether the ocosts are directly associated with the
construction or general costs of the authority.
*Sec. 5. AS 18.55.998(d) samended to read:
(@) The Alaska Housing Finance Corporation gall
(O adopt regulationr to carry out the purposes of this section: the [.
THE] provisions of AS 18.56.088(a) and (b) apply to regulations adopted under this
section; and
(2) establish a priority svstem for the allocation of monev for grants

to nav for off-site sewer and water facility improvements authorized bv

AS 18.55.998fn)(l).

-3- SCS CSIIB 192(STA)
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* Sec. 6. AS 18.55.998 s amended by adding a new subsection to read: e

(0 The Alaska Housing Finance Corporation may not make a grant or
participate in the making of a grant for residential housing from the supplemental
housing development grant fund ifthe grant money would support residential housing
used or occupied, or offered for use or occupancy, In violation of AS 18.56.096(a)(5)
or AS 18.80.240.

*Sec. 7. AS 18.56.096 s amended by adding a new subsection 1o read:

© The prohibitions of (©) of this section do not apply to a loan made under
AS 18.56.420(@)(2)(C) to renovate or improve small community housing If the amount
of the loan does not exceed S20.000.

* Sec. 8. AS 18.56.300(d) s amended to reed:
(d) This section does not apply
ID to a nonconforming housing loan made or purchased by the
corporation: or
() to a loan made under AS IS.Su”~0fa”mB") or (C) to renove
or improve small community housing If the amount of the loan does not exceed
$20,000.
*Sec. 9. AS 18.56.420(a) s amended to reed:

@ There s created in the corporation, as a revolving loan fud, th- housing
assistance loan fund consisting of money appropriated to it by the legislature and
deposited in itby the corporation, and repayments of principal and inmterest on loans
made or purchased from the assets of the fud. The corporation sall

(@ adopt regulations t adninister the housing assistance loan fund
under AS 18.56.400 - 18.56.600; and
(@ subject to gopropriation, provide money for a rural assistance loan
program to originate, purchase, [OR] participate in the purchase of, or refinance
(A small community housing mortgage loans;
(®) loans made
{1} for building materials for stall community housing;
or

(in to nav for the labor of third-party contractors for

SCS CSHB 192(STA)
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the installation of huilding materials in small community housing
units;

© loas made for renovations or improvements to small _

community housing; J
(®) loans made for the construction of owner-occupied small
community housing other than loans t builders or contractors or loans thet
compensate an owner for the owner” labor or services iIn constructing the ©
owner’s own housing.
Sec. 10. AS 18.56.440 s amended to reed:
Sec. 18.56.440. LIMITATIONS ON USE OF HOUSING ASSISTANCE i
LOAN FUND. The corporation may not use the money in the housing assistance loan
fund
(@ originate a direct loan or purchase or participate in the purchase of
a small community housing mortgage loan that exceeds the limitatios on mortgage r
loans purchased by the Federal National Mortgage Association as to principal amount
or loan-to-valuc ratio;
(@ originate a direct loan or purchase or participate in the purchase of
a loan made for building materials for small community housing
(A) that exceeds $45,000 or exceeds )
@ 80 percent of the appraised value of the work.
completed on the stall community housing for which the loan i made,
if the stall community housing s pledged as oollateral for the loen; o
@) 90 percent of the value of other property tat B
pledged as seaurity for the loan and that ks satisfactory 1o ﬂ‘e[
corporation as cllateral;

(B) uless the tenms of the loan agreement require inspections
and cartificatias, as required by regulations of the corporation, at the expense”
of the borrower; and

(©) uwnless the periad of time alloved for repayment of the loaJ
is equal toor less than 15 years;

(3 originate direct loans or purchase or part cipatc in (e purchase of*
|

5 SCS CSIfB 192(STA)
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a sitall community housing mortgage loan that s secured by real property, the |
marketable title to which s shown under AS 18.56.480(b)(2) if tre total amount of
outstanding small community housing mortgage loans held by the corporation exceeds
10 times the amount of money in the restricted title Ioss reserve account established
by AS 18.56.490;

(@ originate a direct loen for srall community housing or purchase or
participate in the purchase of a stall community housing mortgage loen, other than
a loan for the rgmir, remodeling, rdebilitation, or expansion of an existing
owner-occupied residence, If the borrower has an outstanding housing loen made under
a state loan program, other than a lcan for [NONOWNER-OCCUPIED] housing under
AS 18.56.580 or for nonowner occupied housing under former AS 44.47.520, thaet
bears interest at a iate tteat was less than the prevailing market interest rate for similar
housing loans at the time the loan was made;

(B) originate a direct mortgage loan or purchase or participate in the
purchase of a mortgage loan for rantal housing unless the borrower agrees not to
discriminate against terants or prospective terants because of sex, marital stats,
changes in marital statis, pregnancy, parenthood, race, religion, color, national origin,
or statLs as a student;

®) origirate, purchase, or participate ina lcan to a person who has a
past due chilld support abligation established by court order or by the child support
enforcement division under AS 25.27.160 - 25.27.220 at the time of goplication.

*Sec. 11. AS 18.56.460 s amended by adding a new subsection to read:
© For a loan originated or purchased in whole or in part from the housing

assistance loan fund under AS 18.56.420. the corporation may make an unsecured loen.
The authority of the corporation to make an unsecured loan under this subsection B
limited t© a loan made

@ under AS 18.56.420@)()(B) or (C) t renovate or improve small
community housing that docs not exceed S20.000; and

(@ for real property If the housing unit for which the unsecured loan
is sought

(A) Boccupied by the borrower under an occupancy certificate

SCS CSIIB 192(STA) -6-
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or similar instrurent granting the borrower an exclusive right of possession of

a speecific dvelling it In a cooperative housing development, mutual aid

housing program, or similar program; or

® is located on land the title to which s held by the bol
under a restricted deed issued by the Secretary of the Interior or the secretary’™s
designee, either as a Native restricted deed or as a restricted deed for property

In a trustee towsite.

* Sec. 12. AS 18.56.580(a) s amended to reaed:

@ In addition to the powers authorized by AS 18.56.400, the corporation may
adopt regulations under AS 18.56.088 allowing the use of money iIn the housing
assistance loan fund t© make loans for the purchase or development of rental
[NONOWNER OCCUPIED] housing in stall conmmunities.

*Sec. 13. AS 18.56.580(c) s amended to read:

© The prircippal amount of loans made for rental [NONOWNER
OCCUPIED] housing under this section may not exceed 20 percent of the total
principal amount of loans made for small community housing under AS 18.56.400 -
18.56.600.

*Sec. 14. AS 18.56.580(d) isamended to reed:
(@ In this section i
@ "development' mear.s the construction of a new residence or the ©
repair, remodeling, reebilitation, or expansion of an existing residence; |
(%) “retal ["NONOWNER OCCUPIED] housing” means aj
single-family residence that s not occupied hv the owner or a nulti-family rasidenoeI
having up © 16 [EIGHT] dwelling units, one of which mav lie [AND THAT IS NOT]
occupied by the owner; the corporation may modify this definition If itdetermines that:
there 15 @ Seecial need for rental [NONOWNER OCCUPIED] housing in small
communities and that a change in the definition s necessary 1o enable the corporation
fo meet that need.
*Sec. 15. AS 18.56.600 s amended to reed:
See. 18.56.600. DEFINITIONS. In AS 18.56.400 - 18.56.600.

@ "housing™
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(A) means owner-occupied housing having four or _fewer
dwelling units [, SINGLE-FAMILY HOUSING AND OWNER-OCCUPIED :
DUPLEXES] inwhich not more fhan 25 percent of the gross floor area s or
will be devoted to commercial use;

(B) does not include a multi-familv residence that costitute.*
housing for which a loan smade under the rental housing loan program *
of AS 18.56.580 when one of the dwelling units In the multi-familv
residence Is occupied hv the residence owner:

@ "small conmunity™ means a community with a population of 6.500 ;
[5,500] or ies *at s not connected by road or rail t Anchorage or Fairbanks, or wimI
a popullation of 1.600 [1,400] or less that s connected by road or rail to Anchorage or
Fairbanks; in this paragraph, *‘connected by road docs not include a connection by the
Alaska marine highway system.
*Sec. 16. AS 18.56.799(2) isamended to reed:
(@ "'senior housing'

(A) means construction or improvement undertaken primarily
to provide deelling accommodations for persons 55 [60] years of age or oldcrj
including conventional housing, housing for fraill elderly, group homes, !
congregate housing, residential horizormtal property regimes organized under
AS 34.07, residential cooperatives organized under AS 10.15 or AS 34.08, i
residential condominiums organized under AS 34.08, and other housing that 1
meets special needs of the elderly; !

(B) includes acouisition, construction, or rehebilitation of Iand,l-
buildings, improvements, and other nonhousing fedlities trat arc incidental or |
appurtenant to the housing described in (A) of this paragraph.

*Sec. 17. AS 18.56.800 s amended to reed:

Sec. 18.56.800. DECLARATION OF PURPOSE. There exists in the Statea'»
serious shortage of decent, safcj and sanitary residatial housing available at low or
moderate prices or rentals to persons 55 [60] years of age or older. There also exists !
in the state organizations whose purposes are to provide the kinds of housing needed j

to alleviate this shortage. Development work to provide sucn housing involves

SCS CSHB 192(STA) -8-
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substantial expense that is often beyond the resources of the organizations.
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MEMORANDUM

April 15,1996

TO: Senator John Torgerson
Chair, Community & Regional Affairs Committee

FROM: Representative Richard Foster

RE: Scheduling request for Senate CS for CS for HB 192 (STA)

Iwould like to request the scheduling of Senate CS for CS for HB 192 (STA) in
the Senate Community & Regional Affairs Committee at your earliest
convenience.

HB 192 will bring loan standards for rural Alaska borrowers into compliance
with standards used in urban areas. The primary change is to enable regional
housing authorities t process loan and refinance applications within their
Jurisdictions. This will allow local housing authority officials to make,
service, or originate loans with the borrower present instead of having to go
through a loan examiner in Anchorage.

Amendments adopted in Senate State Affairs include reducing the age of
qualification for senior citizens from 60 to 55 for senior housing programs.
Additionally, language was added to ensure that regional housing authorities
are restricted to making loans only iIn their areas of jurisidictions and that any
AHFC Iloan programs must adhere to non-discrimination statutes.

HB 192 does not change AHFC"s status as a loan underwriter and is fully
supported by AHFC and the Association of Housing Authorities. [Itpassed the
House 37-1. A zero fisal note was issued by the Department of Revenue.

For further information please contact Bryce Edgrnon at 465-3809.



APR 19 "96 11:566.1 AK HOUSING FINANCE p-2°5

520 East 34th Avenue
A I a s k a N Anchorage, AK 99503-4199
. (907) 561-1900

Housin g P.0. Box 101020
FINANCE CORPORATION Anchorage. AK 99510-1020

April 18,1996

The Honorable Richard Foster

Alaska House of Regpresentatives

State Cpitol Building, Rm. 410
Juneau. Alaska 99801

Dear Representative Foster:

The folloving isan update to John BitncysMarch 12, 1996 sectiaal aralysis and discussion for
CS fo House BillNo. 192 (Work Draft 9-LS0463\D) an Act relatirng to housing assistance
provided by the Alaska Housiing Finance Corporation and to itsrural housing prograns, et al.

Section 1

Thiis saction prahibits the corporation from discrimination based on sex, marital status, dhanges
inmantal status, pregnancy, parenthood, race religion, color, retiaal arigin, or statlsas a
student as itrelates toagatt, leen, investment or any other power wirth respect t housiing under
AS 18.55.010-18.55.990.

Section 2
This secticnwilll al low regianal housiing auttorities to originate and service loans ingmall
comunities of the state for the purpose of the purchase or devel opment of resicantiiall housing.

Also, inaress not meeting the defintdon ofa smalll comunity, a regioal housing authority may
borrow funds from the corporation and make those funds availlable o borroners who cannot
dotain financing through traditiaal mortgage sources.  These borroners would gererally be
persons of 1ow-income whose financing ueeos are not aurantly met through exastirg laen
prograns

Section 3

Under tre allongble uses of the supplemental housing development grant bind, infrastructure
development for waiter and sonet could include both arsite and off=site fealities For exanple,
ifa regical housing, autihority iscostructing aveter or sever lire to the siteofa project, tre
aost of providing hook-ups farother homes located along the lirecould be included as part of tie
project aost paid by these grant fuds.
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Section 4
This language sinply attenpts to darify tte edisting statute.  ltdoes not make any substantive
dange.

Section 5

The Alaska Housing Finance Corporation is required toesteblisha priarity system for the
allocation of supplerental housiing development grant funds used 1o pay far offFsitevater and
saver fadlitiesestablished by secion 3.

Section 6
Similar 1o section 1, this section prchibits discrimination by the corporation or a grantee of tte
corporation.

Section 7
Thiis section exempits projects costructad under the Bui lding Materiial Loan Program from
eneryy standards provided under AS  18.565.056(C).-

Whi le the Alaska Housing Finance Corporationwill supportand encourage dll projects to adhere
toeneryy statards, the aosts of the Ingpectios Tar these standards can represant an
extraordirary percentage of the stall laars envisioned for thisprogram. These small loans are
intended and desiigned to hellp people inrural Alaska finishor improve treirhomes, use local
logs tohuild a home, or irstall wells or sgptic systens.

Section 8
This section exempts projects constructsd under the Building Material Loan Program from
aonstruction standards provided under AS  18.56.300.

Again, AHFC will sugportand encourage allprojects toadhere to solidhbuilding standards.
However , the ingoections thetwould be required 1o insure these standarts are met would
represent an extreordinary percentage of the sralll loars enviisioned Tar this program.

Section 9

Section 9 amends tire statute regarding tie rural assistanee loen program toallow for the
refinancing (pege 4, lire 76) of rural mortgages intte same manner as AHF C “smortgage
programs al lov for refinancing of urtan laers. Qurrent statute sinply does not provide fo:
refinancing as an option under rual laas. Rural residats of Alaska have not had the
goportunity o berefit from tre loner interestratesby refirencing treir loas, as have most other
individuals inAlaska and elsaenhere inthe United States.  Underr the Housiing Assistance Loan
Fund a borroner would be required todo aubstantial improvements to theirhome to receive a
new lcenata loner interestrate. Tins provisionwould allow fara refinence inwhich the
bonower would not have to incresse bis loan amount to berefit from aurent low interest rates
provided the borroner”s refinance lcenmeets establided elighility artaria



APR 19 '96 11:58AM AK HOUSING FINANCE P.4/5

CS forHB192Q Sectiarel
, Aprills,199
page 3

Addrticnally, section 9 alloas a rural assistance loen 1o be used topay forthe aost o thirdHarty
labor for a building materials loen (page 4, lirss3D).  Inotherwords, the loan could be taken aut
to not only cover the cost of the material for the Inprovements, butt could also be used t© cover
the labor aosts for tre improvements.  To restrict loen proceeds tomaterials only may sene to
promote ugualified borroner’s installation of neterials, equipment, utilites, or gopliances
rather then installation by qualified professiaals.

Section 10

The cliangemade by section 10 s located on page 6, lire 11. Thiswould allovAHFC tomake
loans for rural non-owner occupied housing, 1o the extent fessible, 1 someone who alreedy lies
an AHFC lloan for an existing omncr-occupied resicae.

The Tanguage Insection 10 woulld not change any aurant prectice sine AHFC allready interprets
this statute to al low a gual ified borroner to have more then one non-owner occupied lan.
Section 10 would clarify tre statute to more cleartymake thistype of lcen alloneble.

Section 11

This expands the existing Building Materials Loan Program to allow for stall (820000 or les)
unsecured loans for borroners who have ertter restrictivedeed lands or have no title to treir
HUD Mutual Help hame. These borroners have financing needs for repairs and/or
improvements to trelr homes, but are uneble to pledge treirhome as collateral or have retive
restricted deed lad that isaost prahibrtave inadotaining recuired BI1A gpproval farencumbering
the property.

Section 12
This sa conforming change to coordinate this statute with the cliange being made inthe first

partofsection 14.

Section 13
This isa conforming change 1o coordinate this statute wirth the change being made Inthe fairst
part of ssction 14.

Section 14

Beginning on page 7, lire 22, the cefinrtaan of non-owner occupied housing would be clarthied as
rental housing. On lire 24, the definrtion ofa nulti-fami ly rental house ischanged from an eight
toa 16 drelling Lnit. Plesse note thet the existing statute al lois AHFC to modify thisdefinition
iIFAHFC determines there isqxcial needs and qalified terents thet shows going beyond an
eigTt unit project isvarranted.  Borrovers can save aostson projects with up to 16 units by
awoiding having to do a gpecial determinations as recuired by the cunont statute.
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Section 15

The aurent definitian instatute limits the term “housing” o citrer single-family and ovner—
occupied duplexes.  Section 15 would bring thisterm into compl iance wirth industry standards
that view the term “housing’” as onner—-occupied housing wirth up tofour uits.  This isthe
stadard thet sused by the VA, FHA, Fanmnie Mae, FreddieMac, and AHFC converttional urben
lcas.

Thiis sectiocnwould also inoreese the popullation bese for camunities eligible to participate in
the rural lcen program from 5,500 10 6,500 for camunirties not comected to Anchorage or
Fairbanks by road or ral OR from 1,400 to 1,800 forcomunities on the roed system.  Quirently
the populatiion of Bethel s approachiing 5,200 wirth acontinuing patterm of grovth.  Haiines”
popullation exceeded 1,400 a year ago, and then dropped down to lessthan 1,400 thisyear. By
incressing the population t 1,600, comunities like Haines have an gyportunity forgrowth and
arc gl eligible o participate inour rural lcenprogran  Altermative firencing isgarerallly not
awaileble from retaaal secondary’market souraes.

Section 16
Amends the definitians of “‘seniior”” 1o persons 55 years ofage or olckr. Under existirg law, a
seniormust be at leest 60 years old o participate inthe coporation™s grat or loen prograns.

Section 17
Similar to section 16, amends the defintion of senior to perso s55 years or olider-.

Again, thank you for youi sponsorship of this legislataon. 1 ook forward toworking with you
and your stafftonard the passage of this hill. Stafffrom the Alaska Housing Finance
Corporation’smortgage officewill be on hand to answer questians you or other lggislatorsmay
have.

Sincerely,

Daniel R. Fauske
Bxecutive Director/CEO



TO: Brice Edgmon, Rep. Foster"soffice
FROM: JB

HB 192 Draft Sponsor Statement

Tlicpujpose of HB 192 istohelp meet home financing needs inrural Alaska.  These changes are
needed because, by and large, natianal conventional lending programs have ariteriaand
requirements tret make them of littleuse nrual Alada.

The origiral versionofHB 192 was an attanpt o inoreese the statemoney thet isprovided from
the Alaska Housiing Finance Corporatiion tothe regianal housing auttorities fron20 to30% It
was i tret this increese was needed to cover the high aost of infrastructure development on
rurall housing projects since often times the feceral HU D funds provided for projects does not
ocover infrastructure aosts.  Having said tis..... thiswas one provision ttat hes been celeted from
the new draft comittee sustitute before tre comirttee.

Rather, the draft comirttee sUsstatute now attenpts tomake changes toAHFC mortgage
urograms tomake them more ussful and effective fTarmany Alaskans not presantly being sened.

The Housiing Policy Committee of the AHFC Board of Directors has examined program
mpediments, and has made reconmendations to ketter accommodate corditions inrural Alaska.
These financing tools are an goorgpriate and key resource to improve housing inrural Alaska ina
ast effectivevay .

Please note that the draft commirttee sUbstitute before you attanpts to do this through expanded
lcen programs — not grants.  Inother words, this isnot an attenpt at“ just another rural giveanay
progran’ - AHFC will expect any money loared out under these programs lo be paid back with
inaest.  Indoing 0, honever, we will clearly be expanding the goportunity for rutal Alaskans

o improve their housing conditions through gpproaches that aurrantlly arc often oo restrictive.
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House Bill No. 192

Impact of Refinance provisions found in Section 7 of CS for House Bill
No. 192:

1. AHFC’s rural loan portfolio has 1,140 loans with interest rates over 8% totaling
approximately $115,973,000. The current rate for the rural program is 7 5/8%,
subject to change monthly. Ofthese loans, 532 totaling approximately $57,160,000,
have a rate higher than 9% . The borrowers with interest rates higher than 9%
could benefit from refinancing their loans, yet arc unable to do so due to program
restrictions.

2. Currently AHFC receives many calls from individuals in rural areas who have
non-traditional mortgage debt, such as owner-financing. Some of them have
interest rates ranging from 10-14%. Due lo current statutory limitations, these
individuals arc unable to take advantage of the current interest rates through a
rural refinance program.

The fiscal impact of allowing refinancing would be minimal as no additional staffor
support systems would be necessary to manage increased lending activity. These loans are
funded from AHFC's revolving Housing Assistance Loan Fund. There are many
borrowers in rural areas who could benefit from the lower rates by reducing overall
housing expense. Some of these borrowers are struggling due to decreases in pay or have
seen a reduction of overtime or benefits.
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PO Bo* 395
Nome. Alaska 99762

BEKING STRAITS REGIONAL HOUSING AUTHORITY 443-5256 or 5257

FAX No (907) 443-2160

April 11. 1996

Senator Bert Sharp, Chairman
Senate State Affairs Committee
Alaska State Capitol
Juneau. AK 99801 -1182

Re: Testimony in Support of CS for HB 192 Before the Senate State Affairs
Committee

Dear Chairman Sharp.

My name is Bruce Kovarik, and Iam the Executive Director of the Bering Straits
Regional Housing Authority which serves 16 communities from our regional center here
inNome. lam offering testimony in support of HB 192 on behalf of our Housing
Authority as well as the Association of Alaska Housing Authorities which represents
Alaska's 14 Regional Housing Authorities and the Alaska Housing Finance

Corporation

First, lwould like to thank Representative Richard Foster for his support and
sponsorship of this Legislation and you, Mr. Chairman, for scheduling this hearing
today before the Senate State Affairs Committee

HB 192 has significant importance for Alaska's Regional Housing Authorities in our
mission toprovide decent, safe, sanitary, and affordahble housing to families throughout
Alaska and in the development of our rural communities.

Section 1 expands the ability of the RHAs tooriginate and service AHFC loans for the
purchase and development of residential housing. Despite progress indeveloping new
housing inour rural and urban communities, its clear that we need to utilize every
possible resource to meet Alaska's varied housing needs. Existing and future loan

programs from AHFC will play an important role, and this provision of HB 192 will be a
valuable tool in meeting that need

Several of the housing programs now available from AHFC and others (e g., Farmers
Home Administration and the Veterans Administration) are severely under-utilized in
rural Alaska Part of the reason is certainly village economics, but another part is the
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lack of rural access to information and the basic mechanics of loan programs There
are low and moderate income families in our region and throughout the State which can
benefit from one or more of these programs and achieve their goals of

homeownership In most cases, a successful home loan will require much more effort
than with more affluent families or in communities with better access to lending
institutions The Regional Housing Authorities are a logical choice for making the extra
effort

There is also virtually no tradition for conventional mortgage lending and housing
development in rural Alaska. But there appears to be no alternative except todevelop
this tradition in some form to meet the enormous need for housing in Alaska.

Expanding access to AHFC loans as this bill does, coordination with lending
institutions, and the recent willingness of the secondary mortgage market (FHA, FNMA,
FHLM C etc) to participate in rural housing programs appear as the few bright spots on
the horizon The Regional Housing Authorities and AHFC have hegun todemonstrate
the effectiveness of these programs and we need tocontinue to take these first, small
steps toward a tradition of mortgage lending

Section 2 expands the eligible activities of the Supplemental Housing Grant Program
toinclude off-site sewer & water work which further recognizes the significant
community infrastructure development which Is a part of all of our housing projects
While the amount of effort necessary for infrastructure development (roads, power,
water & sewer) varies from project to project, itis clear that the ability to use SHG funds
will improve our ability to better coordinate with other federal, state and local resources.
There .$no change in the financial contribution of the program.

Sectims 6*13 make meaningful improvements in AHFC programs which offer more

practical relevance to rural loan programs and offer greater flexibility for housing
development.

Thank you again for this opportunity to offer testimony today. On behalf of the
Association of Alaska Housing Authorities and the Bering Straits Regional Housing
Authority, | ask for your support for this legislation and urge you topass HB192 from
your committee today.

Sincerely,

Bruce Kovarik
Executive Director

.03






HB251 (L&C)

The version passed by the House eliminated most of the contentious language that

was originally proposed.

The only section of the House version that appears to be controversial is section (n). |If

you decide to take up this measure, you may want to resoive this problem with one of
the following conceptual solutions.

1. Much of the concerns being expressed is from village
corporations; consequently, amending section (n) by
exempting non-reporting corporations (499 shareholders or
less) would eliminate their concerns.

2. The “removal for cause” language could be eliminated
from section (n) and in its place a 25% petition standard for
recalls could be included.

3. Acombination of suggestions 1 and 2.

4. Delete section (n).

There are several other more complicated ways to deal with this section; however,
these solutions are the most simplistic and easily understood/implemented.
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CS FOR HOUSE BILL NO. 251(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES MOSES, MacLean, Wflliamj

A BILL
FOR AN ACT ENTITLED
"An Act relating to the meetings, shareholder proposals, and removal of directors

of Native corporations.™

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

* Section 1. AS 10.06.960 s amended by adding new subsections to read:
@ Notwithstanding AS 10.06.405 and 10.06.465(c), special meetings of the
shareholders of a corporation organized under the act may only be called by

(1) the board;

(@ the duair of the board;

(@ tre president;

(@ a petation or other reguest of the holders of not less than 15 percent
of all the shares ettitled to vote at the meeting, If the corporation has 500 or more
shareholders;

) a petatidon or other request of the holders of not less than 25 peroent
of all the shares entitled to vote at the meeting If the corporation does not have 500

-1- CSHB 251 (LAC)
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or more shareholders; or
®) other persons as may be authorized iIn the articles of incorporation

or the bylaws.

(m) In addition to the other requirements of this depter, a written notice of
a petition or other reguest for a special meeting of shareholders under (@) of this
section gall be filad with the corporation lyfore a person solicits support for the
petition or request The notice must state in cetall the purpose of the special meeting
and include a copy of the petition or requcst-and-ftHHmatfrialG to be used in cor w ction
with-tlie alici&liuii. A petitlgdeor request bearing the original signatures of the
holders of the requisite number of shares supporting the petition or request sall be
filed with the corporation wrthm-A8)=4ays-aflu IHTAlkg. (U a request
covered by this section does not comply with this subsection, the petition or reguest
is invalidP

() The provisions of AS 10.06.460 do not applly to a corporation organized
under the act, ifthe corporation has adopted articles that provide for classification of
directors under AS 10.06.455, or ifthe corporation isallowed by ssc. 57, dh. &, SLA
1989, to provide in its bylaws for the classification of directors.

© A corporation that s organized under the act s not required to consider or

o submit t a vote of the shareholders a shareholder proposal thet deals susstantially
with the same subject matter as a proposal that was submitted to a vote of the
shareholders within the preceding4wo-yeapr

*Sec. 2. AS 45.55.990 s amended by adding a new paragraph to read;
(@) “"proxy"” includes a petitian or other reguest for a goecial meetil

of shareholders under AS 10.06.960(m) and material distributed in connection with the
petition or reguest or with the solicitatian of support for the petition or request

CSHB 25KL&C) o2*
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CS FOR HOUSE BELL NO. 251(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -FIRST SESSION
BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsors). REPRESENTATIVES MOSES, MacLcan, W ullym
A BELL

FOR AN ACT ENTITLFID
"An Act relating to the meetings, shareholder proposals, and removal of directors

of Native corporations.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 10.06.480(2) s amended to reed:
® In addition  other lidilities, a director s licble in the following

circunstances unless the director complies with the standard provided iIn
AS 10.06.450(b) for the performance of the duties of directors:

(@) \ director who wotes for or assaits to a distribution to the
corporation”s shareholders contrary to the provisions of AS 10.06.358, 10.06.360,
10.06.363, or 10.06.365 or cotrary 1o a restrictian in the articles of Incorporation, B
lidble t the corporation, jointly and severally with al other directors voting for or
assanting to the distribution, for the amount of the distribution thet is paid or the vallue
of the assets that are distributed in excess of the amount of the distribution that could
have been paid or distributed without violation of AS 10.06.405 - 10.06.438*

-1- CSHB 251(LAC)
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10.06.960(1) - or tre restrictias of the articles of Incorporation.

@ A director who wotes for or assaits to a distribution © the
corporation®s shareholders during the liquidation of the corporation without the
payment and discharge of, or making adequate provision for, all known dgits,
doligations, and lisbilities of the corporation & lieble to the corporation, jointly and
saverally with all other directors voting for or assenting to distribution, for the vallue
of the ass=ts that are distributed, 1 the extent that the debts, dolligations, and lisbilities
of the corporation are not thereafter paid and discharged.

@A A director who wtes for or assats to a loan of assetsof the
corporation to an officer or employee or a loan secured by the corporations shares
contrary to the provisions of AS 10.06.485 or contrary 1o a restriction in the articles
of incorporation, B lisble to the corporation, jointly and severally with all other
directors voting for or assenting o the loen, for the amount of the loan that is In
excess of a loan that could have been extended without a violation of AS 10.06.485
or the restrictaan in the artacles of Incorporation.

*Sec 2. AS 10.06.960 s amended by addingnew subsections to reed:

O Notwithstanding AS 10.06.405 and 10.06.465(c), special meetings of the
shareholders of a corporation organized under the act may only be called by

@ the board;

(@ the chair of the board;

@ tre presidant;

(@ a petatdon or other reguest of the holders of not less than one-tertth
of all the shares attitled 1o vote at the meeting, If the corporation has 500 or more
shareholders;

G a pstatian or other request of the holders of not less than ane-quarter
of all the shares entitled to vote at the meeting If the corporation does not have 500
or more shareholders; or

(®) other persons as may be authorized in the articles of incorporation
or the bylawns.

(m) In addition to the ather requirements of this chapter and AS 45.55 for
special meetings, and subject to the peralties In AS 45.55.920 -45.55.925, a written

2
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notice of a petition or other request for a geecial meeting of shareholders under D of
this section dall be filed with the corporation before a person solicits support for the
petition or request The notice must state in detail the purpose of the special meeting
and include a copy of the pstitian or reguest and all materials to be used In connection
with the solicitaion. A petition or request bearing the original signatures of the
holders of the requisite number of shares supporting the petition or request dall be
filed with the corporation within 90 days after the filirg. I a petition or request
covered by this section does not comply with this subsection and AS 45.55.160, the
petition or request is inalid.

() Tbe provisions of AS 10.06.460 do not apply to a corporation organized
under the act, ifthe corporation has adopted articles that provide for classification of
directors under AS 10.06.455, or ifthe corporation isalloned by sec. 57, dh. &, SLA
1989, to provide in its bylaws for the classification of directors.

© A oorporation thet is organized under the act s not required to consider or

1o submit t a wote of the shareholders a shareholder proposal that deals susstantially
with the same subject matter as a proposal that was submitted to a wote of the
shareholders within the preceding yeer.

e Sec. 3. AS 45.55.920(b) s amended to reed:
(9] The adninistrator may issue an order against an goplicat, registered

person, or other person who knowingly or intenticrally violates this chepter, [OR] a
regulation or order of the adninistrator under this depter, or AS 10.07.S6<Km).
imposing a civil pemalty of not more than $2,500 for a single violation, or not more
than $25,000 for multiple violatios, iIn a single proceeding or a series of related
proceedings.

*Sec. 4. AS 45.55.920(d) isamended to reed:
()] Before issuing an order under @D, @), [OR] (©-or (eKI) of this sectian,

the adninistrator dall give reasonable notice of and an opportunity for a hearing.

However, the adninistrator may issle a temporary order under @@ or €©)Q@) of this
section pending the hearing, which remains in effect indl 10 days after the hearing B
held and which becomes firal If the person t whom notice s addressed does not
reguest a hearing within 15 days after the receipt of otice.

3. CSHB 25KL&C)
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* Sec 5. AS 45.55.920 i amended by adding a new subsection to reed:

® I the adninistrator s informed that a person has engaged or is about t©

engage iIn an act or practice in violation of AS 10.06.960(m), AS 45.55.139, or
45.55.160, and if the act or practice relates to a regular or special meeting of the
shareholders of a Native corporation, the adninistrator all
(@ isse an order
(A) directing the person to cease and desist from continuing the
act or practice; and
(B) woiding a proxy ootained in violation of AS 10.06.960(m),
AS 45.55.139, or 45.55.160; or
(@ bring an action in the superior court to enjoin the acts or pracce,
t© void a proxy obtained in violation of AS 10.06.960(m), AS 45.55.139, or 45.55.160,
or to enforce compliance with AS 10.06.960(m), AS 45.55.139, or 45.55.160, ad,
upon a proper showing, the aopropriate remedy dall be granted.
* Sec 6. AS 45.55 s amended by adding a new section to reed:

Sec. 45.55.933. CIVIL ACTION FOR CERTAIN VIOLATIONS. A Native
corporation, a shareholder of a Native corporation, or both, may bringa civilaction
in superior court against a person who violates AS 10.06.960(m), AS 45.55.139,0r
45.55.160, ifthe violation relates 1o a regular or geecial meeting of the shareholders
of the Native corporation. In the action, the Native corporation, shareholder, or both,
may recover damages from the violator, void a proxy, or enjoin the violator from
continuing the violation or comitting additioral violatias. A shareholder may bring
the action as a derivative action under AS 10.06.43%5.

*Sec 7. AS 45.55.990 s amended by adding new paragraphs to read:
(14) 'Native corporation’” means a corporation organized under 43
U.S.C. 1601 - 1641 (Alaska Native Claims Settlement Act);
@5 "proxy'" includes a petition or other request for a special meeting
of shareholders under AS 10.06.960(m) and naterial distributed in connection with the
petition or request or with the solicitatian of support for the petition or request.
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CS FOR HOUSE BILL NO. 251( )
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -FIRST SESSION

BY

Offered:
Referred:

Sponsoris). REPRESENTATIVES MOSES, MaclLean, Williams
A BILL

FOR AN ACT ENTITLED
"An Act relating to the meetings, shareholder proposals, and removal of directors

of Native oorporations.”

BE IT ENACTED BY T"Ts LEGISLATURE OF THE STATE OF ALASTIA:

* Section 1, AS 10.06.480(a) same .ded 1o reed:
@ In addition ©© other libilities, a director s lidble in the following

circunstances unless the director complies with the standard provided iIn

AS 10.06.450(b) for the performance of the duties of directors:

(€@)) A director who wotes for or assaits to a distribution o t

corporation™s shareholders contrary to the provisions of AS 10.06.358, 10.06.300,
10.06.363, or 10.06.365 or cotrary 1o a restriction in the articles of incorporation, s
licble to the corporation, jointly and severally with all other directors voting for or
assenting 1o the distrilbudon, for the amount of the distribution that s paid or the value

of the assets that arc distributed In excess of the amount of the distribution that could

have been paid or distributed without violation of AS 10.06.406 - 10.06,438*

ER CSHB 251( )
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10.06.960(1), or tre restrictios of the articles of incorporation.

@ A director who wvotes for or assents t a distribution to the
ocorporation”s shareholders during the liquidation of the corporation without the
payment and discharge of, or making adequate provision for, all known ddots,
doligations, and lisbilities of the corporation is lieble to the corporation, joirtly and
saverally with dll other directors voting for or asserting to distribution, for the value
of the assets that are distributed, 1o the extent thet the debts, doligatios, and licbilities
of the corporation are not thereafter paid and discharged.

@ A director who wvotes for or assaits t a loan of ass=ts of the
corporation t an officer or employee or a loan secured by the corporation™s shares
contrary to the provisions of AS 10.06.485 or contrary to a restriction in the articles
of incorporation, s lidble o the corporation, jointly and severally with all other
directors wvoting for or asserting to the lcen, for the amount of the loen that s in
excess of a loan that could have been extended without a violation of AS 10.06.485
or the restriction in the articles of Incorporation.

* Sec. 2. AS 10.06.960 s amended by adding new subsections 1o reaed:
(€)] Notwithstanding AS 10.06.405 and 10.06.465(C), special meetings of the

shareholders of a corporation organized under the Act may only be called by the board,
the chair of the board, the president, the holders of not less than one—quarter of all the
shares entitled to vote at the meeting, or other persons as may be authorized in the
articles of incorporation or the bylaws.

(m) In addition t© the other requirements of this chapter and AS 45.55 for
special meetings, and subject 1o the penalties in AS 45.55.920 - 45.55.925, a written
notice of a petition or other request for a seecial meeting of shareholders under ) of
this section dall be filad with the corporation before a person solicits support for the
petition or request. The notice must state in detail the purpose of the special meeting
and include a copy of die petition or request and all materials to be used i connection
with the solicitation. A petition or reguest bearing the origimal signatures of die
holders of the requisite number of shares supporting the petition or request gall be
filad with the corporation within 90 days after the filig. If a pstition or request
covered by this section docs not comply with this subsection and AS 45.55.160, the

XK ) 2
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petition or request is inalid.

() The provisions of AS 10.06.460 do not apply to a corporation organized
under the act, i1fthe corporation has adopted articles ttat provide for classification of
directors under AS 10.06.455, or if the corporation isallonved by ssc. 57, ch. &, SLA
1989, to provide in its bylaws for the classification of directors.

(©) A oorporation that is organized under the act is not required to consider or
1o submit t© a vote of the shareholders a shareholder proposal thet deals substartially
with the same subject matter as a proposal that was submitted to a vote of the
shareholders within the preceding two years.

* Sec. 3. AS 45.55.920(b) s amended to read:
(9] The adninistrator may issue an order against an gplicant, registered

person, or other person who knowingly or intetioally violates this depter™ [OR] a
regulation or order of the adninistrator under this depter, or AS 10.07.960fm),
imposing a civil penalty of not more than S2.500 for a single violation, or not more
than 525,000 for multiple violatios, in a single proceeding or a series of related

proceedings.

* Sec. 4. AS 45.55.920(d) s amended to reed:

(@ Before iswuing an order under @@, ©), [OR] (©)-or E©Q of this sectim,
the adninistrator dall give reasonable notice of and an opportunity for a hearing.
However, the adninistrator may issle a temporary order under @@ or €& of this
section pending the hearing, which remains in effect utal 10 days after the hearing 5
held and which becomes firal iIf the person to whom notice s addressed does not
request a hearing within 15 days after the receipt of rotice.

* Sec. 5. AS 45.55.920 »5 amended by adding a new subsection to reed:

(® [T tre adninistrator s informed that a person has engaged or s about t©
engage in an act or practice n violation of AS 10.06.960(m), AS 45.55.139, or
45.55.160, and if the act or practice relates t a regular or special meeting of the
shareholders of a Native corporation, the adninistrator sall

(@ isse an order

Q) directing the person to cease and desist from continuing t

act or practice; and

3 CSHB251( )
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(B) woiding a proxy obtained in violation of AS 10.06.960(m),
AS 45.55.139, or 45.55.160; or

() bring an action in the superior court to enjoin the acts or pract

o void a proxy ootained in violation oF AS 10.06.960fm), AS 45.55.139, or 45.55.160,
or to enforce compliance with AS 10.06.960(m), AS 45.55.139, or 45.55.160, ad,

upon a proper showing, the appropriate remedy dall be granted.

* Sec. 6. AS 45.55.925(a) i1s amended to reed:

@ In addition to the civil peralties assessed under AS 45.55.920, a person
who wilfully violates a provision of this chapter except AS 45.55.160, [OR] who
wiHully violates a regulation or order under this depter, [OR] who wilfully violates
AS 45.55.160 knowing the statement made t be false or misleading in a material
respect or the omission to be misleading by any material respect, or who wilfully
violates AS 10.06-960(m). upon conviction, is punishable by a Fire of not more than
S5,000, or by imprisonment for not less than one year nor more than Five years, or
both. Upon conviction of an individual for a felony under this dgpter, imprisonment
for not less than one year s mandatory. However, an individuial may not be
imprisoned for the vie ation of a regullation or order ifthe individual proves that the
individual had no knowledge of the regullation or order. An indictment or information
may not be returmed under this chapter more then five years after the alleged violation.

* Sec. 7. AS 45.55 isamended by adding a new section to read:

Sec. 45.55.933. CIVIL ACTION FOR CERTAIN VIOLATIONS. A Native
corporation, a shareholder of a Native corporation, or both, may bring a civil action
in superior court against a person who violates AS 10.06-960(m), AS 45.55.139, or
45.55.160, if the violation relates to a regular or special meeting of the shareholders
of the Native corporation. In the action, the Native corporation, shareholder, or both,
may recover damages from the violator, void a proxy, or enjoin the violator from
continuing the violation or coimitting additional violatios. A shareholder may bring
the action as a derivative action under AS 10.06.435.

* Sec 8. AS 45.55.990 is amended by adding new paragraphs to reed:
(@) "Native corporation” means a corporation organized under

U.S.C. 1601 * 1641 (Alaska Native Claims Settlement Act);

CSHB2SK ) “
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(15) "proxy" includes a petition or other request for a special meet
of shareholders under AS 10.06.960(m) and material distributed in connection with the

petition or request or with the solicitation of support for the petition or request.
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Representative Carl E. Moses

CHAIRMAN
'OUSE RULES COMMITTEE

Geimen
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716 W 4THAVE *630
ANCHORAGE. AK 99501 2'33
PHONE (907)258-8167

FAX (907)258-8468

DATE: March 16, 1995
TO Rep. Pete Kott, Chairman

House Labor & Commerce Committee
FROM Rep. Carl E. Moses, Chairman

House Rules Committee
SUBJ: Request for Scheduling - HB 251

| respectfully request a Labor & Commerce Committee hearing

on HB 251, the bill to address activities of dissident shareholders of

Native corporations.

My staff will provide support material for your members

mittee files. Please contact Tim Benintendi
needed.

CEM/tb/m16
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 251

1995 LEGISLATIVE SESSION

Revision D ate: Department Affected: Commerce and Economic Development

Title:  An Act relating to Native Corporations

BRU: Banking, Securities and Corporations
Component:  Banking, Securities and Corporations

Sponsor  Representative Moses

Requestor:  Representative Moses COMPONENT SERIAL NO. 1233

Expenditures/Revenues: (Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FYy 01
PERSONAL SERVICES
TRAVEL 6.0 6.0 6.0 6.0 6.0 5.0
CONTRACTUAL 11.0 11.0 11.0 11.0 11.0 11.0
SUPPLIES
EQUIPMENT |
LAND £ STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS |
TOTAL OPERATING 17.0 17.0 17.0 17.0 170 1 17.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) 0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts |
1003 GF Match
1004 GE |
1005 GF/Program Receipts 17.0 17.0 17.0 17.0 17.0 | 17.0
1006 GF/MHTIA 1
Cther
TOTAL 17.0 17.0 17.0 17.0 170 1 *7.0
Estimate of current year (FY 95) cost: S 0
POSITIONS
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0 ]
TEMPORARY 0 0 0 0 0 ]
ANALYSIS: (Attach a separate page if necessary.)
if the proposed amendments are adopted, the division expects to incur additional expenses for investigations, orders, and resuitant hearings,
These expenses include related increases in postage, pnones, travel, and professional services.
Postage and phones are estimated at S3.000: travel at £6.000 (six tnps per year to Anchorage and/or Fairbanks at S1.000 per top) and
professional services contracted through RSA to other department agencies for heanngs at S8.000 (four heanngs at $2,000 eacn).
* *
[ 1T
Prepared by:  Willis F Kirkoatnck. Director Phono:  -165-2521
Division:  Banking, Securities and Corporations n Date: 3 Q H -
Approved by Commissioner: William L. Hensley”™ ' - - Date: =
Agency: Commerce and Economic Development
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFHCE
For further distribution information call the Governor's Legislative Office
i_ of

Rev t0/94/KP/dgl422fn kol032495¢ Page i _
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REQUEST:
Revision Date: V~ 2 ; -2r"~ Affected Agency: Cc-i-cr~ ad Lcon?”
Title: Act T* //glgf* BRU: Ba”hy / $tcv*/fi'S adCtVosttf **.
Sponsor: ify.,. Masrs Components: g,, /"
Requestor: Mam?. Lthos™* - % J

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)

OPERATING FY 96 FY 97 FY 98 FY 99 FY 2000 FY 2001
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants, <claims

Miscellaneous

TOTAL OPERATING 0 0 0 0 0
"CAPITAL 0] 0] 0] 0 0 0]
(REVENUE 0 0 0 0 0 0

FUNDING: (THOUSANDS OF DOLLARS)
.6eneral Fund

Federal Fund

‘other

TOTAL 0 0 0 0 0 0
POSITIONS:

cFull-Time 0] 0 0 0 0 0
"Part-Time 0 0 0 0
Temporary 0 L 0 ] 0 0 0 <t)

Estimated FY 95 Impact:
ANALYSIS: (ATTACH A SEPARATE PAGE IFNECESSARY)

Prepared By: Date: V-y2f5™"
Division: HcdSr a ,ij Ct*>r Phone: 7~5~- *JfS?

Approved By:

Agency: Date:
DISTRIBUTION (BY PREPARER REQUESTOR

LEGISLATIVE FINANCE OFFICE OF MANAGEMENT AND BUDGET
LEGISLATIVE SPONSOR AGENCY (IES)
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FISCAL NOTE
STATE OF ALASKA BILL NO. CSHB251 (L & C)
1995 LEGISLATIVE SESSION

Revision Date: Department Affected: Commerce and Economic Development
Title: Native Corporations BRU: Banking. Securities and Corporations
Component: Banking. Securities and Corporations

Sponsor:  Representative Moses

Requestor: Representative Kott COMPONENT SERIAL NO. 1233

Expenditures/Revenues: (Thousands of Ddllars;
OPERATING EXPENDITURES FY 9% Fy 97 FY 98 FY 99 FYOO Fy oL
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOIAL OPERATING 0 0 0 0 0 0
CAPITAL EXPENDITURES
CHANGE INREVENUES ()
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GH/Program Receipts 0 0 0 0 0 0
1006 GH/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
Estimate of current year (FY 95) cost: $.
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)
Disputes arising with respect to the requisite signatures, time frames, or repetitive issues will be subject to judicial resolution under private rights of
action, thus the department has submitted a zero fiscal note, believing that we will not be involved in any dispute resolution on these issues.

I A !
."JO0- dydyv

Prepared by. Willis F. Kirkpatrick, Director Phone: 4652521
Division: Banking. Securities and Corporations Date:

Approved by Commissioner: ~ William L Hensley ldtL~~* Dato:

Agency:  Commerce and Economic Development N /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNORS LEGISLATIVE OFHCE
For further distribution information call the Governor's Legislative Office
Rev 10/ Page 1 of i
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

M X (907) 465-2029 130 Seward Street, Suite 409
M ail Slop 3101 Juneau, Alaska 9980J-2J05

MEMORANDUM. March 16, 1995

SUBJECT: Sectional Summary of HB 251 (Work Order No. 9-LS0662\C)

TO: Representative Carl Moses

Attn: Tim
1
FROM: Theresa Bannister

Legislative Counsel

You have requested a sectional summary ofthe above-described bill. As a preliminary matter,
note that a sectional summary ofa bill should not be considered an authoritative interpretation
of the bill and the bill itselfis the best statement of its contents.

Section 1 adds a cross-reference to a new subsection created by the bill and dealing with the
calling of special meetings of Native corporations.

Section 2 adds new subsections to the section on Native corporations in the state's
corporations code.

Sec. 10.06.960(1) increases the fraction (from one-tenth to one-quarter) of shareholders
required for calling a special meeting of a Native corporation by shareholders.

Sec. 10.06.960(m) establishes requirements for requests for special shareholder meetings of
Native corporations. These requirements include giving notice to the corporation (including
a copy ofthe request and of the solicitation materials), filing the request with the signatures
of the requisite number of supporting shareholders, and setting a deadline for filing the
signatures. Invalidates the request if it does not comply with the subsection and with the
state securities act section that prohibits misleading statements.

Sec. 10.06.960(n) removes certain Native corporations from the application of the
corporation code section that addresses the removal of directors without cause. To qualify,
the corporation must have adopted articles that provide for classification of directors.

Sec. 10.06.960(0) allows a Native corporation to refiise to consider or submit a shareholder
proposal to a shareholder vote if a proposal that dealt substantially with the same subject
matter was submitted to a shareholder vote within the preceding two years.
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Section 3 amends the section of the state's securities act that relates to orders, injunctions and
civil penalties. Adds to the subsection on orders a cross-reference to the new subsection
regulating requests for special shareholder meetings of Native corporations. Allows the
administrator to issue an order for a knowing or intentional violation of that new subsection.

Section 4 amends the securities act section that relates to orders, injunctions, and civil
penalties. Adds a cross-reference to a new subsection directing the administrator to take
certain enforcement action relating to Native corporations.

Section 5 adds a new subsection to the securities act section that relates to orders,
injunctions, and civil penalties. Directs the administrator to take certain listed action if
informed that a person will violate or is violating certain laws, and if the violation relates to
a regular or special shareholder meeting of a Native corporation. These laws are the
corporations code subsection regulating requests for special shareholder meetings of Native
corporations, the securities act section on filings, and the securities act section on misleading
statements.

Section 6 amends the securities act section on criminal penalties to include a person who
wilfully violates the corporations code subsection regulating requests for Native corporation
special shareholder meetings.

Section 7 adds a new section to the state's securities act. The new section allows a Native
corporation, a shareholder of the corporation, or both, to bring a civil action for a violation
of certain laws if the violation relates to a regular or special meeting of the corporation's
shareholders. Provides for the recovery of damages, the voiding ofa proxy, and an injunction
against additional violations.

Section 8 adds definitions of "Native corporation" and "proxy" to the state’s securities act.

If I may be of further assistance, please advise.

TLB pl glc
95-059 plm
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House Bill 251

HB 251 addresses issues relating to special meetings and
proxy rules of Alaska Native corporations. Most of these proposed
changes in statute are concerned with activities surrounding
petition drives for special shareholder meetings.

Given the inalienable nature of stock holdings in Native
corporations, some protections must be afforded against precipitous
changes in management, and repetitive attempts at reviving failed
bids to change corporate policy. The objective of HB 251 is to es-
tablish a balance between the needs of shareholders to responsibly
petition for change, and management's needs to pursue the objec-
tives of the corporation without undue attention to continual and
repetitive actions of shareholder groups.

The main provisions of the bill are to require certain pro-
cedures for the filing of shareholder proposals; to establish penal-
ties for knowingly making false or misleading statements; to offer

some relief from frequent proxy fights; and to introduce some
protection for the management and financial resources of the

corporations.

Section 1 of HB 251 <cross-references new sub-section (1) of
Section 2 to the provisions of AS 10.06.405 regarding meetings of

corporations.

Section 2 () increases the percentage of represented shares of
corporate stock which can be voted at a special meeting, from ten
percent to twenty-five percent. This effectively increases the num-
ber of shareholders needed to call a special meeting. It brings state
law into conformance with provisions in the Alaska Native Claims
Settlement Act (ANCSA), which recognized early on. the potential

. UVAIALF &% *e LI (Sal¥: aal



expense and disruption imposed upon Native corporations by the re-
quirement that special shareholder meetings and votes be held in re-
sponse to shareholder petitions.

Section 2 (m) requires written notification (filing) of an im-
pending petition by a shareholders group, to the corporation, includ-
ing the purpose of a desired special meeting, a copy of the petition,
and copies of all materials to be used in connection with the solici-
tation. This section calls for the final submittal of a petition bear-
ing original signatures by 90 days after the initial filing.

Section 2 (n) institutes removal-for-cause options for direc-
tors of Alaska Native corporations if they have in their Articles of
Incorporation or their By-laws, provisions for the classification of
directors, that is, board members with staggered terms. This
provision would make removal attempts more deliberate, and add a
degree of protection against dramatic changes on the board, in view
of the possible turnover of a third cf the board each year. In the
balance between corporate stability and management responsiveness
to shareholders, this is a useful component.

Section 2 (0) gives an option to Native corporation boards to
refuse to submit for a vote, a shareholder proposal which deals sub-
stantially with the same subject matter as a proposal submitted to
a vote within the preceding two years. This would reduce the fre-
quency of repetitive challenges on the same issue. In enacting
ANCSA, Congress tried to balance the shareholders' right to petition
against the potential distraction and expense of repeated proxy
fights, and concluded that even fundamental issues affecting share-
holders need only be addressed every two years.

Section 3 makes civil penalties applicable to violations of the
new regulations in Section 2 (m), relating to requests for special
shareholder meetings of Native corporations. It provides for the
administrator (CED commissioner or the designee), to issue orders
for such violations.

Section 4 adds the provisions of Section 5 (e) (1) of this bill to
that which the administrator may consider prior to issuing an order
or notice of an opportunity for a hearing.

Section 5 provides for actions on the part of the administrator
in the event violations occur, or are about to occur, relative to reg-



ular or special shareholder meetings. These actions include the is-
suance of an order which may either direct the offending party to
cease and desist, or which may void a proxy obtained in violation.
The administrator may also bring action in Superior Court to halt the

violation.

Section 6 applies criminal penalties to persons who willfully
violate the new provisions of Section 2 (m) above, relating to re-
quests for special shareholder meetings of Native corporations. Cur-
rently, those who issue false or misleading information regarding
petitions, do so with relative impunity.

Section 7 would add a new section to the securities act, pro-
viding for a Native corporation or a shareholder, or both, to bring
civil action for violations of Section 2 (m) above. This would allow
for recovery of damages, voiding of a proxy, and/or an injunction
against continued or additional violations.

Section 8 defines "NATIVE CORPORATION" and "PROXY" for the
state's securities act.

Unique conditions exist for Native corporations in Alaska.
Shareholders who lose confidence in management simply cannot sell
their shares and walk away, as can be done by dissatisfied share-
holders of other corporations. This acutely inspires both consider-
ation for shareholders' rights, and concern for the stability and suc-
cess of the corporation. The provisions of HB 251 stand to streng-
then the process by which responsible challenges to management are
conducted.

If there are questions, please contact Tim Benintendi of my
office at 465-3764.

CEM/Ib/$tatemoni.2S1
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DATE: April 10, 1995
TO: Rep. Pete Kott, Chairman

House Labor & Commerce Committee

FROM: Rep. Carl E. Moses, Chairman
House Rules Committee

SUBJ: House Bill 251 - Meetings of Native Corporations

This will inform you of my recommendations for the L&C
Committee Substitute on the above-mentioned bill, recommen-
dations which | think will be responsive to the needs of the
corporations, and the interests of shareholder groups. Recent
discussion in committee hearings has been useful on several
points of the bill, and | feel these suggestions will strengthen
the measure.

| would like to see the percentages change from 25 down
to 20% for corporations larger than 500 shareholders, and to be
established at 25% for corporations of fewer than 500 share-
holders.

I would like to lengthen the period of signature gathering
from 90 to 120 days.

I would like to drop the criminal penalties for making false
or misleading statements.
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And lastly, | would like to restore administrative flexibility
by changing "shall' to "may" on line 25, page 3.

If there are questions, please contact Tim Benintendi of my
office at 3764.

CEM/tb/m13
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HOUSE BILL NO. 501

"An Act relating to Native corporations; and providing for an effective
date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 10.06 is amended by adding a new section to read:
Sec. 10.06.959. NATIVE CORPORATION SHAREHOLDER VOTES ON

PETITION OR DEMAND. (a) When this chapter or another law, including 43
u.s.C.

1629b, entitles shareholders of a corporation to petition or otherwise
demand to bring

a matter to the shareholders for a vote, the procedure for securing the
approval of the

requisite number of shareholders to present the petition must comply with
this section.

if the corporation is organized under 43 U.S.C. 1601 - 1629e (Alaska Native
Claims

Settlement Act).

(b) Before undertaking to obtain shareholder signatures for a petition,
the

sponsor of the petition shall first apply in writing to the secretary of
the corporation

at the corporation's registered office for a petition form to begin the
undertaking. The

application must identify the petition sought to be made to the
corporation, the name

and address of every sponsor of the petition, the source of any actual,
proposed, or

anticipated funding or contribution of goods or services to the petition
solicitation

effort in excess of $500 in the aggregate, and the name and address of a
contact person

and an alternate contact person to whom all correspondence relating to the
petition

may be sent.

(c| If the secretary determines that an application for a petition form
meets the

requirements of (b) of this section, the secretary shall issue a petition
form to the
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contact person designated in the application and to each sponsor who
appears in person

in the secretary's office or whose mailing address is provided to the
secretary.

(d) The petition form issued by the secretary under (c) of this section
must

contain

(1) the subject matter of the petition, including, in the case of a
petition

to remove a director, the name of the director to be removed, the date the
director's

current term expires, and the sponsor's nominee, if any, to serve the
unexpired portion

of the director's term;
(2) a statement whether the subject matter of the petition is intended

to be binding or nonbinding on the corporation and, if the subject matter
involves

amending the articles or bylaws of the corporation, the proposed language
of the

amendment;

(3) the date the petition form is issued by the secretary;

(4) a notice that the subject matter of the petition is to be voted on
at

an annual or a special meeting of shareholders;
(5) spaces for each signature on the petition, the printed name of the

signer, the number of shares held by the signer in the corporation, the
date of the

signature, and the residence and mailing addresses of the signer;

\G) a statement, prepared by the secretary, of the total number of
shares

that must be represented by signatures on the petition to entitle the
subject matter of

the petition to be considered at a meeting of shareholders;
(7) a space for indicating the number of signatures on the petition;
(8) a statement, with spaces for the sponsor's sworn signature and date

of signing, that the sponsor personally circulatedthe petition, that all
signatures were
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made in the presence of the sponsor, and that the sponsor believes the
signatures to be

those of the persons whose names they propose to be.

(e) A petition containing the minimum number of signatures required by
this

chapter, another law, or the corporation's articles or bylaws, to entitle
the subject

matter of the petition to be considered at a meeting of shareholders may be
filed with

the secretary within 60 days after the secretary mails a copy of the
petition fcrm to the

contact person designated for the sponsor, as provided in (c) of this
section, or within

five business days after the sponsor has obtained signatures representing
the minimum

number of shares specified by the secretary under (d)(6) of this section,
whichever

event is later.

(f) The petition statement required by (d)(8) of this section shall be
completed

and signed by a sponsor on each petition form. Signatures on a petition
form must be

in ink or indelible pencil, and must be legible or accompanied by a legible
printed
name. Copies of the signed petition forms shall be assembled and submitted

to the

secretary as a single instrument. The signatures on the petition must be
valid and

represent the minimum number of shares required by this chapter, another
provision
of law, or the articles or bylaws of the corporation, to entitle the

subject matter of the
petition to be presented to and voted upon at a meeting of shareholders.

(g) The petition forms shall be filed with the secretary within the time
period,

if any, required by this chapter or by the articles or bylaws of the
corporation before

the next shareholder meeting.
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(h)

Within 10 days after the date an executed petition

to the

secretary for verification, the secretary shall verify

signhatures on the

petiti
by (d

of th

form

is submitted

the validity of the

on. If the valid signatures do not meet the minimum number specified

) (6)

is section, the secretary shall

person designated

under
to be

The n

(1)

signe

withdrawn

the p

(b) of this section of each signature

invalid,

otification must specify

the nature of the

notify by certified mail

the contact

that the secretary determines

invalidity.

The secretary shall determine that a signature is invalid if the

r has

etition

is verified by the secretary,
accompanied by a

legib
desig

not accompanied by the signatures of two witnesses other

the

petiti

the signature by written notice

filed with

if the signature

is illegible and not

le printed name, if the signature consists of an "XMor

nation and is

on, and if the secretary determines on
objective evidence

similar

than a sponsor

a”is of substantial

that the signature is not a legally authorized and binding signature.

(1

Petition forms that do not contain valid signatures

representing

minimum number of shares specified by (d)(6) of this section may be
supplemented

with additional

the 1

after
the s

1th day

the day when the secretary furnishes

ignatures

to the contact person if

1)

the

the petition forms contain signatures

number of shares specified in
and invalid

signa

(2)

time

tures; and

the supplementary petition

required by this chapter,

(d)(6) of

another

this section,

law,

is filed within

or

notice of the

representing

the articles

the secretary before

of

the

signatures obtained and submitted to the secretary before

invalidity of

the minimum

r

the minimum period of

bylaws of

including both valid
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the corporation.

(k) The secretary shall reject a petition that does not contain valid
signatures

representing the minimum number of shares specified in (d)(6) of this
section unless

supplemented under () of this section. Within 10 days after a
supplementary submittal

under () of this section, the secretary shall verify the supplemental
signatures if the

secretary determines that they are valid. If, after the petitions have
been supplemented

once under (J) of this section, the petitions still do not contain valid

signhatures

representing the minimum number of shares specified by (d)(@¢) of this
section, the

secretary shall reject the petition in writing and notify the contact
person by certified

mail of the rejection.

(€)) IT the secretary rejects the petition, the sponsors of the petition
may file a

protest with the commissioner within seven days after receipt of the notice
of rejection.

The commissioner shall hold a hearing and decide the protest. If the

commissioner

upholds the protest, the subject matter of the petition shall be considered
at the next

shareholders®™ meeting of the corporation, 1if a shareholders®™ meeting is to
be held more

than 60 days following the commissioner®s upholding the protest. If the
next

shareholders®™ meeting is to be neld within 60 days of the action of the
commissioner,

the corporation may, 1instead of considering the subject matter at the
meeting, call a

special meeting of the shareholders to be held within 120 days of the date
of action

of the commissioner, and the subject matter shall be considered at the
meeting.

m It, within 60 days after the secretary makes the petition form
available
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under (c) of this section, the sponsor of the petition does not present to
the corporation

signatures representing the minimum number of shares required by this
chapter,

another lav/, or the articles or bylaws of the corporation, to entitle the
subject matter

to be presented to the shareholders for a vote, a person may not undertake
to secure

signatures for a petition v/ith respect to the same subject matter until a
year has

elapsed from the date the application is filed with the corporation under
(b) of this

section.

(n) If the petition is verified under (h) or (k) of this section, or if
the

commissioner sustains a protest under (1) of this section, the corporation
shall place the

subject matter of the petition on the agenda of the next succeeding annual
meeting of

shareholders, or call and conduct a special meeting of shareholders, as
required under

this chapter, another law, or the articles or bylaws of the corporation.
If the

corporation fails or refuses to call a special meeting as required by this
subsection, the

sponsors of the petition may call the special meeting or petition the
superior court

under AS 10.06.407__ to order the corporation to call the special meeting,
and unless

otherwise ordered by the superior court, the special meeting shall be
conducted by the

corporation.

(o) If the subject matter of a petition is presented to and voted on at
an annual
or special meeting and is rejected, and if the proponents of the petition

do not receive

votes representing a majority of the outstanding voting shares of the
corporation, a

person may not undertake to secure signatures for a petition for
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consideration of the

same subject matter at an annual or special meeting of shareholders until
after the

second annual meeting that follows the meeting that voted on and rejected
the subject

matter.

(p) A petition under this section for a shareholder vote is a proxy
solicitation

under AS 45.55.139(b). Every document or statement that is distributed to a

shareholder with the intention of influencing the shareholder’'s vote on the
matter that

is the subject of the petition is a proxy solicitation and must be filed
with the secretary

ard with the commissioner under AS 45.55.139(b).

(q) A sponsor of a petition under this section shall disclose to the
secretary and

the commissioner a change in the information disclosed under (d) of this
section within

five business days of the change. A sponsor shall also disclose to the
secretary and

the commissioner, within five business days of receipt, a contribution of
money, goods,

or services with a value of more than $500 in the aggregate from a single
source.

(r) A sponsor of a petition under this chapter may not knowingly
misrepresent

the number of signatures obtained. Aknowing misrepresentation is an untrue
statement of a material fact under AS45.55.160.

(s) This section does not limitthe ability of a corporation to provide
in its

articles or bylaws that in order for a petition to be considered at an
annual or special

meeting of shareholders, the petition or proposal mu”t be filed with the
corporation

within a minimum period of time, not exceeding 90 days, before the date of
the

meeting.

(t) In this section,
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(1) "corporation" means a corporation organized under 43 U.S.C, 1601

- 1629e (Alaska Native Claims Settlement Act);

(2) "petition" means a petition or other demand by shareholders to

bring a matter to the shareholders for a vote;
(3) "secretary" means the secretary of the corporation.
*Sec. 2. AS iU.1)6.;jS0 is amended by adding new subsections to read:

(j) Notwithstanding AS 10.06.228, a corporation organized under the act
may

not amend or repeal a bylaw that is properly adopted or amended by the
shareholders

unless the amendment or repeal is approved by the shareholders.

(k) Notwithstanding AS 10.06.230(c), if a corporation was organized
under the

act before July 1, 1989, t' e board of the corporation may adopt a bylaw
that specifies

or changes a fixed number of directors or the maximum or minimum number of

directors, or that changes the board from a fixed to a variable board or
from a variable

to a fixed board.

(1) Notwithstanding AS 10.06.405(c) and 10.06.465(c), a corporation that
is

organized under the act may not hold a special meeting of shareholders
unless

(1) the meeting is called by the board of directors or by a person
authorized by the corporation's articles or bylaws to call the meeting; or

(2) the holders of at least 10 percent of all the votes entitled to be
cast

on an issue proposed to be considered at the proposed special meeting sign,
date, and

deliver to the corporation's secretary a written demand for the meeting;
the demand

must describe a lawful purpose for holding the meeting; if not otherwise
established

by this chapter, the record date for determining the shareholders entitled
to demand a

special meeting is the date when the demand is delivered to the
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corporation's secretary;

in this paragraph, "lawful purpose" does not include presenting for a
shareholder vote

an issue that is improper or that the shareholders may not decide under
this chapter.

(m Notwithstanding AS 10.06.460(a), if a corporation is organized under
the

act, the shareholders may not demand the removal of a director without
reason unless

the secretary of the corporation verifies a petition for the removal under

AS 10.06.959(h) or (k) for shareholders representing at least 25 percent of
the number

of votes cast at the last regular election of directors held before the
issuance date of

the petition, or the commissioner upholds a protest for the petition under

AS 10.06.959(1), and written or printed notice of intention to seek removal
under this

subsection is delivered either personally or by mail to each shareholder of
record

entitled to vote at the meeting. If notice of intention to seek removal
under this

subsection is

(1) delivered to the president or secretary of the corporation at least
75

days before the date of the annual meeting, it must be included on the
notice stating

the place, day, and hour of the annual meeting without cost to the
shareholder seeking

removal; or

(2) not timely under (1) of this subsection, the shareholders seeking

removal may, at the expense of those shareholders, deliver either
personally or by mail

the notice required by this subsection at any time up to 20 days before the
date set for

the annual meeting at which the shareholders seek removal under this
subsection; if

mailed, notice is considered delivered when deposited with postage prepaid
in the
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United States mail addressed to the shareholder at the address appearing on
the stock

transfer books of the corporation.

(n) In addition to the causes for removal stated under AS 10.06.463, if
the

corporation is organized under the act, the superior court may remove a
director from

office under AS 10.06.463 if the director fails to meet the qualifications
to serve as a

director of the corporation, as those qualifications may be established
under

AS 10.06.230(e)(4) by the corporation's bylaws, and may bar the removed
director

from reelection for period established by the court.

(0) Notwithstanding AS 10.06.470(a), if a corporation is organized under
the

act, a regular or special meeting of the corporation's board or a committee
of the board

may not be called unless it is called by the chair of the board, the
president, a

vice-president, the secretary, or one-quarter of the directors.
* Sec. 3. AS 10.06 is amended by adding a new section to read:
Sec. 10.06.962. COURT ORDERED MEETING OF NATIVE

CORPORATION. (a) If a corporation is organized under 43 U.S.C. 1601 -
1629e

(Alaska Native Claims Settlement Act), the superior court of the judicial
district where

a corporation's registered office is located may order the corporation to
hold a meeting

if an application for the meeting is made to the court by a shareholder of
the

corporation who
(1) is entitled to participate in an annual meeting if an annualmeeting

is not held within the earlier of six months after the: end of the
corporation's fiscal year

or 15 months after its last annual meeting; or

(2) signed a special meeting demand that is valid under this chapter it
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(A) notice of the special meeting is not given within 30 days

after the date the demand is delivered to the secretary of the corporation;
or

(B) the special meeting is not held in accordance with the

notice.

(b) In an order under (a) of this section, the court may fix the time
and place

of the meeting, determine the shares entitled to participate in the
meeting, set a record

date for determining the shareholders who are entitled to notice of and to
vote at the

meeting, establish the form and content of the meeting notice, fix the
quorum required

for specific matters to be considered at the meeting, direct that the votes
represented

at the meeting constitute a quorum for action on the matters to be
considered at the

meeting, and enter other orders necessary to accomplish the purpose of the
meeting.

1 *Sec. 4. AS 45.55.139 is amended to read:

2 Sec. 45.55.139. REPORTS OF CORPORATIONS. _Except as provided under

3 (b) ofthis section, a_ A copy of all annual reports, proxies, consents or
4dauthorisations, proxy statements_,_ and other materials relating to proxy

5

10

11

solicitations

distributed, published_,_or made available by any person to at least 30
Alaska resident

shareholders of a corporation _that_  WHICH has total assets exceeding
$1,000, 000 and
a class of equity security held of record by 500 or more persons and _that_

WHICH

is exempted from the registration requirements of AS 45.55.070 by AS
45.55.138, shall

be filed with the administrator concurrently with its distribution to
shareholders.

* Sec. 5. AS 45.55.139 is amended by adding a new subsection to read:
(b) It the proxy solicitation is for a corporation that is organized
under 43
U.S.C. 1601 -+ 1629e (Alaska Native Claims Settlement Act), a copy of all
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annual

reports, proxies, consents or authorizations, proxy statements, and other
materials

relating to proxy solicitations distributed, published, or made available

by any person

to at least 150 Alaska resident shareholders of a corporation that has
total assets

exceeding $5,000,000 or a class of equity security held of record by 500 or
more

persons and that is exempted from the registration requirements of AS
45.55.070 by

AS 45.55.138, shall be filed with the administrator concurrently with its
distribution

to shareholders. A filing wunder this subsection shall be supplemented as
often as the

contents of the filing change materially.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c)
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of this chapter and the violation falls within the provisions of AS
45.55.060, 45.55.120, 45.55.920 and 45.55.925. (§ 16 ch 86 SLA 1972)

Hovlsor’s notes. — Formerly AS
45.C5.195. Itonumborcd in 1994.

Sec. 45.55.920. Orders, injunctions, anti civil penalties, (a) Ifit
appears to the administrator that a person has engaged or is about to
engage in an act or practice in violation of a provision of this chapter
or regulation or order under this chapter, the administrator may

(1) in the public interest or for the protection of investors, issue an
order

(A) directing the person to cease and desist from continuing the act
or practice;

(B) directing the person, for a period not to exceed three years, to
file the annual reports, proxies, consents or authorizations, proxy
statements, or other materials relating to proxy solicitations required
under AS 45.55.139 with the administrator for examination and re-
view 10 working days before a distribution to shareholders; and

(C) voiding the proxies obtained by a person required to file under
AS 45.55.139, including their future exercise or actions resulting from
their past exercise, if the proxies were solicited by means of an untrue
or misleading statement prohibited under AS 45.55.160; or

(2) bring on action in the superior court to enjoin the acts or prac-
tices and to enforce compliance with this chapter or regulation or
order under this chapter, and upon a proper showing, the appropriate
remedy must be granted and a receiver or conservator may be ap-
pointed for the defendant or the defendant’s assets; the court may not
require the administrator to post a bond.

(b) The administrator mny issue an order against an applicant, reg-
istered person, or other person who knowingly or intentionally vio-
lates this chapter or a regulation or order of the administrator under
this chapter, imposing a civil penalty of not more than $2,500 for a
single violation, or not more than $25,000 for multiple violations, in a
single proceeding or a series of related proceedings.

(©) For violations not covered by (b) of this section, the administra-
tor may issue an order against an applicant, registered person, or
other person who violates this chapter or a regulation or order of the

administrator under this chnpter, imposing a civil penalty of not mrre
than $>00 for a single violation, or not more than $5,000 for multiple
vmlinhons, in a single proceeding or a series of relnted proceeding

(&> Before issuing an order under (a)(1), (b), or (c) of this section, the
administrator shall give reasonable notice orand an opportunity for a
hearing. llowover, (ho administrator mny issue a temporary order

effect until 10 days a}-ter the I?1eenadrll?1|§ g‘ %erl] arlr(] whl&cgeég%%énfs na'?

[**™'1 to whom notice in addressed docs not request a hearing
within 6 days after the receipt of notice. (5 308 ch 183 SLA 1959; am

totw 126SMA.9G8i«m 8§ 1ch 65 SLA 1981; am § 107 ch 16 SLA
1982; am 5 2 ch 87 SLA "1988)



§ 4555.130 Trade and Commerce § 45.55,160

Sec. '15.55.130. (Renumbered as AS 45.55.990.1

Sec. 45.55.138. Application to Alaska Native Claims Settle*
ment Act corporations. The initial issue of stock of a corporation
organized under Alaska law pursuant to 43 U.S.C. 1601 — 1628
(Alaska Native Claims Settlement Act) is not a sale of a security
under AS 45.55.070 and 45.55.130(10). (8 6 ch 70 SLA 1972)

Cross references. — For purpose of 70. SLA 1972 in the Temporary and Spe-
the Act enacting this section, see 5 1, ch.  ciul Acta.

Sec. 45.55.139. Reports of corporations. A copy of all unnual
reports, proxies, consents or authorizations, proxy statements and
other materials relating to ~roxy solicitations distributed, published
or made available by ary person to at least 30 Alaska resident share-
holders ofa corporat’m that has total assets exceeding 51,000,000 and
a class of equity security held of record by 500 or more persons and
which is exempted from the registration requirements of AS 45.55/'/0
by AS 45.55.158. shall be filed with the administrator concurrently
with its dist-lIbution to shareholders. (§ 1 ch 58 SLA 1977)

NOTES TO DECISIONS

Cnn.itructi in of common luw prohi* false and misleading statements in proxy
bition of materially false and mislead, solicitations. Se» Brown v. Ward.593 P.2d
ing statomei ta. — For case construing 247 (Alaska 1979).
common Inw prohibition of materially

Sec. 45.55.a10 (Renumbered as AS 45.55.900.J

Sec. 45.55.150. t'Ming of sales and advertising literature. The
administrator may by regulation nr order require the filing of a pro-
spectus, pamphlet, circular, form letter, advertisement, or other sales
literature, or advertising communication addressed or intended for
distribution to prospective it vestors, including clients or prospective
clients of an investment adv ser. (8 303 ch 198 SLA 1959; am § 12 ch
105 SLA 1961; am § 14 r.i 86 SLA 1972)

Sec. 45.55.160. Misb ading filings. A person may not, in a docu-
ment filed with the administrator or in a proceeding under this chap-
ter, make or cause to be made an untrue statement of a material fact
or omit to state a material fact necessary in order to make the state-
ments made, in the light of the circumstances under which they are
2’ade, rvi misleading. (8 304 ch 198 SLA 1959; am § 15 ch 86 SLA
1972)
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CS FOR HOUSE BILL NO. 25KL&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION
BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:  4/28/95
Referred:  Rules

Sponsor(s): REPRESENTATIVES MOSES, MacLean, Williams. Kott

A BILL
FOR AN ACT ENTITLED
"An Act relating to the meetings, shareholder proposals, and removal or directors

of Native corporations."”

BE IT ENACTED BY THE LEGISLATURE OF THE STA'IE OF ALASKA:

* Section 1. AS 10.06.960 is amended by ad$Irfig"new subsections to
() Notwithstanding AS 10.06.405 and 10.06.465(c), special meetings of the
shareholders of a corporation organized under the act may only be called by
(1) the board;
(2) the chair of the board; ,
aA
(3) the president; 0 r 0

(4) a petition or other request of the holders of not less than_15 percent
of all the shares entitled to vote at the meeting, if the corporation has 500 or more

shareholders;

(5) a petition or other request of the holders of not less than 25 percent

of all the shares entitled to vote at the meeting if the corporation docs not have 500

11110251b 1- CS11B 25NL&C)

TVxr VnJrrlinrd /DELETED TEXT BRACKETED]
COMMITTEE COPV e.V<JROSSED
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or more shareholders; or

(6) other persons as may be authorized in the articles of incorporation
or the bylaws.

(rn) In addition to the other requirements of this chapter, a written notice of
a petition or other request for a special meeting of shareholders under (1) of this
section shall be filed with the corporation before a person solicits support for the
petition or request. The notice must state in detail the purpose of the special meeting
and include a copy of the petition or request and all materials to be used in connection
with the solicitation concurrent with the distribution of the petition or request to
shareholders. A petition or request bearing the original signatures of the holders of the

/MIM>equisite number of shares supporting the petition or request shall be filed with the
11 corporation within 180 days after the filing.

(n) The provisions of AS 10.06.460 do not apply to a corporation organized
under the act. if the corporation has adopted articles that provide for classification of
directors under AS 10.06.455, or if the corporation is allowed by sec. 57, ch. 82. SLA
1989, to provide in its bylaws for the classification of directors.

(0) A corporation that is organized under the act is not required to consider or
to submit to a vote of the shareholders a shareholder proposal that deals substantially
with the same subject matter as a proposal that was submitted to a vote of the
shareholders within the preceding year.

* Sec. 2. AS 45.55.990 is amended by adding anew paragraph to read:
(14) "proxy" includes a petition or other request for a special meeting
of shareholders under AS 10.06.960(m) and material distributed in connection with the

petition or request or with the solicitation of support for the petition or request.

CSIIB 25M.&C) 2 unoisih

N«* TSV I'nrjfrlinrd [DELETED TEXT BRACKETED]
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SENATE BILL NO. 337
"An Act relating to the voting of shares in Native corporations.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 10.06.960 is amended by adding new subsections to read:
)] Notwithstanding AS 10.06.420(d), 10.06.453(e), 10.06.455(b), and

10.06.460(a)(2), if a corporation was organized under the act and under
former

AS 10.05 before July 1, 1989, and if the corporation's bylaws, as the
bylaws existed

on June 30, 1989, provided for noncumulative voting by its shareholders, the
corporation may continue to operate without cumulative voting.
(k) Notwithstanding other provisions of this chapter to the contrary, a

governmental agency or entity may not exercise the voting privileges of the
stock of

a corporation organized under the act.

* Sec. 2. Section 10, ch. 166, SLA 1988, is amended by adding a new
subsection to read:

(d) Notwithstanding (a) of this section and AS 10.06.420(d),
10.06.453(e),

10.06.455(b), and 10.06.460(a)(2), an amendment to the articles of
incorporation of a

corporation organized under 43 U.S.C. 1601 - 1629e (Alaska Native Claims
Settlement

Act) and incorporated under former AS 10.05.005 to add a provision
prohibiting

cumulative voting may bo adopted by the affirmative vote of a majority of
the shares

r-presented at a regular or special meeting at which a quorum is present in
person or

by proxy.
* Sec. 3. Section 58, ch. 82, SLA 1989, is amended to read:
Sec. 58. APPLICABILITY OF CUMULATIVE VOTING PROVISIONS TO

CERTAIN CORPORATIONS. Notwithstanding AS 10.06.420(d)__ and
10.06.460(a)(2),

_and except an provided in AS 10.06.960(j),_ if a corporation is organized
under former
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12

13

AS 10.05 and
before

July 1, 1989,
prohibits

if

the corporation's bylaws, as the bylaws exist immediately

contain a provision that complies with former AS 10.05 and

cumulative voting, the corporation may continue to operate without
cumulative voting

until July 1,

1994.
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DRAFT

CSHB 251 (L&C) "An act relating to the meetings/ shareholder
proposals/ and removal of directors of Native
Corporations”

SUPPLEMENT TO POSITION PAPER DATED APRIL 2S, 1995

The Department of Commerce and Economic Development,(department),
has been asked to review and express its position on CSHB 251
(L&C) in the event that Section (n) of the Db ill is amended out.
Section (n)exempts native corporation from the Alaska Corporation
Code, AS 10.06 460, providing for removal of directors without
cause. This exemption from Section 460 would result in a
requirement that a court act to determine the existence of
"cause" for the removal of any directors. 460 is also the section
providing that a shareholder may request a recall resolution be
placed on the ballot of an annual meeting. Both of these rights
are of significant importance to shareholders.

There i3 a strong basis that congress, in forming native
corporations wunder Alaska law, intended shareholders should have
a strong voice in their corporation. At inception each registered
native was issued loo chares of stock evidencing their individual
equity ownership. No director, employee or officer of a
corporation was issued any more or less stock than any other
shareholder nor was their equity value any different than that of
any other shareholder, It is also clear that congress did not
intend to establish a trust type structure where an isolated
sheltered board would solely determine the destiny of all

shareholders. It therefore must be concluded that if a majority
percentage of the shareholders want a change in the board of

directors it should occur. It is and should be the shareholders
who determine who sits on these ANCSA boards. It is interesting

to note that while Section AS 10.06.605¢(a)(current law) provides
that 2/3 of the shares entitled to vote can voluntarily dissolve
their entire corporation , with section "n",in place, no
percentage, not even 100 percent could recall their directors
without a substantial finding of oausr.

[f Section (n) becomes law, not only would native shareholders be
unable to sell hi3 or her inalienable shares but would also be
severely restrained in the only redress remaining to them, the
board removal processes assured under 10.06.460.

It is the opinion of the department that absent Section 10.06.960
(n), there exists sufficient alternate standards in CSHB 251 to
reduce frivolous repetitive recall efforts that have been
represented to cause a burden on corporate activity.

1. Section (1) provides that petitions for special meetings
and\or recalls requires 15 percent of all shares entitled to vote
for corporations of 500 or more shareholders and 25 percent for
those under 500 shareholders. W hile the increase is not punitive
it still compels a greater effort in time and expense to garner

the minimum numbers and is indicative of meaningful concern.

DRAFT
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2. Section (m) not only requires a notice to be filed with

the corporation, disclosing "all materials to be used" but also
3ets a time limit of 180 day for completion of the overall
effort.

3. Section (o) limits shareholder proposals to once a year

and precludes repetitive petitions on the same issues.

These three refinements w ill act to curtail disruptive, frivolous
and repetitive petition practices and yet provide the essential
element of representation for the shareholders, who are after all
the actual owners of these corporations.

There is concern by some about allowing shareholders to request

that a recall resolution be placed on the annual meeting agenda.
Tn the past twenty years this provision in the corporate code has
not presented a problem and the present sol's incidence at

Sealaska Corporation do0©3 not establish a problem trend. As in
any agenda item, management w ill have a statement in the provy
expressing its position. This may be a minor expense and unless
there are widely known reasons for board recall the event w ill
certainly be academic. If the subject of recall begs to be aired

at a shareholder meeting, this would undoubtedly be the Jleast
threatening avenue to allow the minority to have a voice in the
proceedings. Moreover, even if dissident shareholders require a

recall resolution be presented yearly at the annual meeting that
in itself will insure that the question w ill not arise again
until at least the next annual meeting.

It is therefore the position of the department that the intent of
the legislation to reduce disruptive, frivolous and repetitive
recall practice would be accomplished without the provisions of
Section “n"™ of CSHB 251 (L&B).

Attached is a table of comparison of ANCSA corporation, and
Alaska corporations highlighting the variances.



ALL OTHER CORPORATIONS

10%

NO TIME LIMIT
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AS 10.06
SUBJECT ANCSA CORPORATIONS
Number of 500 or more shareholders
shareholder s 151
r<-quired to Less than 500 shareholders
petition for a 251
special meeting.
Amount of time
required to socure 160 days
signatures and
present petitions.
Profile petition S Prefile, with corporation,

petition and all materials
to be used in a
solicitation

material with
corporation.

(1) Shareholders could NOT

remove directors without a
finding of CAUSX

Provisions of
A3 10.06.460

{1} Removal of

directors. (2) Shareholder could NOT

submit a recall resolution
to be considered at the

annual meeting.

(2) Inclusion of
recall resolution
at annual meeting
fit is the position of the

deDartment that these

Drovislon are excessive

and muat be eliminated.]

Corporation is not
required to consider a
subject that has been

Limit on subject
m atter to be
submitted to a

vote. submitted to a vote within
the preceding year.
Another major difference with ANCSA stock

CSHB 251

ANCSA stock is inalienable
and can not be sold,
pledged, or otherwise

encumbered.

Charactor of
shareholder's
stock.

NO FILING OF ANY KIND
REQUIRED

(1) DIRECTORS CAN BE
REMOVED WITHOUT
CAUSE

'2) A shareholder can submit
a recall resolution to oa
considered at the annual

meeting.

NO LIMITATION

but not part of

NO STATUTORY
RESTRICTIONS
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RECEIVED
CSira 251 (L&C) MAY 1 2 1995
TABLE OF CORPORATE VARIANCES
finsd
AS 10«06
SUBJECT ANCSA CORPORATIONS ALL OTHER CORPORATIONS

Number of 500 or more shareholders

shareholders 15%

required to Lgbs than 500 shareholders 10 %

petition for a 25%

special meeting.

Amount of time
required to secure
signatures and
present petitions.

180 days

with corporation,
petition and all materials
to be used in a
solicitation

Prefile petition « Prefile,
material with

corporation.

Provisions of
AS 10.06.460

(1) Shareholders could NOT
remove directors without a
finding of cause
(1) Removal of
directors. (2 Shareholder could NOT
submit a recall resolution
to be considered at the

annual meeting.

(; Inclusion of
recall resolution
at annual meeting
[1t is the? position of th*

department that these

provision are excessive
and must be eliminated.1

Limit on subject

matter to be
submitted to a

Corporation is not
required to consider a
subject that ha3 been

NO TIME LIMIT

NO FILING OF ANY KIND

REQUIRED

(1) DIRECTORS CAN BE
REMOVED WITHOUT
CAUSE

(2) A shareholder can submit
a recall resolution to be
considered at the annual

meeting.

NO LIMITATION

vote. submitted to a vote within
the preceding year.
Another major difference with ANCSA stock but not part of
CSHB 251

ANCSA stock is inalienable
and can not be sold,
pledged, or otherwise

encumbered.

character of
shareholder”s
stock.

NO STATUTORY
RESTRICTIONS

Prepared by die DEPARTMENT OF COMMERCE & ECONON ICDEVELOPMENT May 10, 1W5
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AS 46.55 138.139 - ANCSA CORPORATIONS.
3 AAC 08.305 - 3 AAC 08.365. Proxy Regulations.
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