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ACTI ON NARRATI VE

CHAIR JAY RAMRAS called the House Judiciary Standing Conmttee

neeting to order at 1:40:16 PM Representatives Coghill
Samuel s, Lynn, Hol nmes, G uenberg, and Ranras were present at the
call to order. Representati ve Dahlstrom arrived as the neeting

was in progress.

HB 255- DUAL SENTENCI NG

1:40: 51 PM

CHAI R RAMRAS announced that the first order of business would be
HOUSE BILL NO 255, "An Act relating to dual sentencing of
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certain juvenile offenders; anending Rule 24.1, Al aska
Del i nquency Rules; and providing for an effective date.”

1:41: 07 PM

JEANNE OSTNES, Staff to Representative Craig Johnson, Al aska
State Legislature, on behalf of Representative Craig Johnson,
sponsor, explained that HB 255 proposes to expand the dual
sentencing provisions for juvenile delinquency statutes. She
referred to Section 1, subsection (a), and indicated that it
clarifies [when dual sentencing would be considered], and brings
in sone specific age ranges. She indicated that a
representative fromthe Departnent of Health and Social Services
(DHSS) is available to provide nore details.

REPRESENTATI VE HOLMES nentioned she did not see any letters of
support in the bill packet, and asked if there would be
testimony from agencies on the bill.

V5. OSTNES expl ai ned that a representative from the Departnent of
Law (DCOL) had planned on being present but left to attend
anot her hearing. She offered to conpile a list of questions for
the DOL to review.

1:43: 12 PM

ANTHONY NEWVAN, Social Services Program Oficer, Division of
Juvenil e Justice (DJJ), Departnent of Health and Social Services
(DHSS), stated that Ms. Ostnes net with the division director,
Steve MConb, and Representative Johnson several weeks ago to
di scuss their concerns with juvenile sentencing. Wiile the
di vision has seen an overall decrease in referrals of delinquent
juveniles to the agency in the past several years, the division
finds wunacceptable levels in the nunber of felony crines,

weapons crimes, and gang-rel ated viol ence. Some youths finish
their sentence at MlLaughlin Youth Center, or other youth
centers, but remain a public safety concern. However, these

juveniles are no longer nonitored once they reach the age of
majority at 19 years of age and drop out of the juvenile system

MR. NEWAN said that the staff at these juvenile correction
facilities often recognize the potential danger from individua

juveniles being released from their facility. Sonme of those
youth offenders continue crimnal activity as adults. The
agency has |ooked for sone neans to provide for public safety
and nonitor these repeat offenders. This has lead to a review

of the dual sentencing |aw, under AS 47.12.065 and AS 47.12.120
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and was the basis for developing SB 141. The bill's concept is
that a juvenile can receive both a juvenile [sentence] and an
adult sentence for commtting certain offenses. The adult
sentence is only triggered when the juvenile has failed in the
juvenile systemin sonme way, either by commtting another felony
crime, escaping the facility, or failing to neet treatnent
goal s. He went on to explain that one problemwith the current
dual sentencing laws is that the criteria that would make a
youth eligible for dual sentencing provisions is so stringent
that it is alnbst never used as an option. In review ng agency
statistics, dual sentencing provisions were used in only four
instances in ten years, with only one instance wherein a youth
of fender was sanctioned in the adult system

MR. NEWVAN stated that under HB 255, the types of offenses and
ages of juveniles eligible would be expanded. The division
estimates that about 55 nore juveniles would be eligible for
dual sentenci ng. The department or the district attorney m ght
determ ne that some juveniles are not appropriate candidates for
dual sentencing, so the actual nunber of juveniles referred for
dual sentencing mght prove significantly |ess. Still, the
division believes that expanding the dual sentencing adds one
nore option to help ensure public safety. He explained that the
di vision also believes that HB 255 could hel p enable the agency
provide seriously dangerous juvenile offenders wth an
opportunity and notivation to succeed in the juvenile justice
system He offered his hope that the division would be able to
provide a range of options with how youth who do not respond to
juvenile services can be dealt with, for exanple, ensuring the
possibility of suspended sentences and probation instead of

prison. The division also hopes that the bill would require the
division to do a better job of wunderstanding and justifying
treatment that juveniles receive in facilities; and wll help

the division to question why the treatnent has succeeded or
failed, and whether there is a need to reconmend transfer of the
juvenile to the adult system

MR. NEWWAN stated the division has a nunmber of concerns about
the bill as it is currently witten. For one thing, it needs to
ensure that younger juveniles are not bunped into the adult
system prenaturely. He said he felt initially that the bil

intended to put 12-year-olds into the adult system which is not
the intention of the division or the bill’s sponsor. The
division also thinks it needs to be clear that youth under the
age of 16 or 17 won’'t be placed in adult prison until they have
been given the chance to succeed in the juvenile system The
bill additionally needs to clarify how a youth who successfully
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conpletes juvenile treatnment can avoid the adult sentence, and

the age limts and offense types still need significant scrutiny
from | aw enf or cenent per sonnel , crim nal prosecutors,
correctional officers, public defenders, and the courts. I n
closing, the division does not want to see any juvenile go to
adult jail. Division staff views keeping kids from becom ng
adult crimnals as the nost inportant and rewardi ng aspect of
their jobs. The evidence solidly supports that the juvenile
system provides the best outconme to help juvenile offenders
avoid a life of crime and victimzing others. Wiile the
di vision wants to continue to work to help juveniles to succeed,
the division also has a duty to protect public safety. For

these reasons, the division thinks HB 255 nerits consideration
he added.

1: 48: 48 PM

CHAI R RAMRAS asked what the recidivismrate is anobngst juvenile
offenders, and also what the recidivismrate is for those that
re-offend as adults.

MR. NEWVAN responded that it depends on the definition of
recidivism that’s used, but the division defines recidivism as
those who re-offend in either the juvenile or the adult system
within a year of their release from a treatnent facility, or
within a year from their release from formal probation. That
recidivismrate is 28 percent.

CHAI R RAMRAS noted that the recidivismrate is considerably |ess
than the recidivismrate of adults, which is about 66 percent.

M5. OSTNES reaffirned that the adult recidivism rate is 66
percent .

CHAI R RAMRAS expressed that this bill provides an opportunity to
rescue a significant part of the juvenile offender population so
that these offenders don't repeat in either of the juvenile or
adult system during a one year increnent. He asked if there
were any other increnent used to neasure recidivism

MR. NEWVAN responded that the agency did not currently use
another increnment to neasure recidivism Previously the
di vision used a two-year increnment but has since chosen to align
with the standard wi ndow used by ot her states.

1: 50: 23 PM
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CHAI R RAMRAS surmsed that if a juvenile offended at the age of
15 but did not offend again until he/she was 19, the juvenile
would not fall into the statistical captured denographic.

MR. NEWWVAN responded that in some instances, juvenile offenders
would not be captured in the divisions statistics, but that
nost juvenile offenders who re-offend tend to conmt further
crinmes sooner, if they are to re-offend at all.

REPRESENTATI VE SAMJELS i ndi cated that he requested the Division

of Legislative Audit to research all recidivism rates wth
different standards since different agencies and groups use
different rates. He suggested the when that audit becones

public; the conmmttee could hold a hearing to review its
findings on recidivism perhaps during the interim

REPRESENTATI VE COGHI LL added that not only are the recidivism
rates for juveniles and adults worth review ng, but that sone
crimes are considered nore serious when conmtted by 16- to 18-
year-olds, so that dynamc should be |ooked at as well. He
noted that “aging out” still could be an issue.

REPRESENTATI VE SAMJELS asked what would be considered a class B
felony crine agai nst a person.

M5. OSTNES responded a class B felony crine against a person
could be assault in the second degree.

REPRESENTATI VE SAMJELS asked for clarification of the definition
of assault in the second degree.

MR. NEWMAN stated that he believed the difference had to do wth
whet her or not a weapon was used.

1: 53: 52 PM

CHAIR RAMRAS offered his understanding that about $5,000 in
di scretionary funds had been allocated to the Fairbanks youth
facility, and asked what kinds of things mght be acconplished
wi th that funding.

MR. NEWWAN responded that it would not be enough funding for a
renovation or an addition, but it could possibly be spent on
nore equi pnent, but he had also heard that the facility needed a
clinbing wall.
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CHAI R RAMRAS nentioned that Bernard Gatewood, Juvenile Justice
Superintendent |1, had indicated the facility could use
addi tional funds for cardiovascular fitness equipnment. He asked
what m ght best help to strengthen the youths’ spirit and self
est eem

MR. NEWVAN suggested that perhaps the nost beneficial thing
woul d be to enhance their job skills. One programthat has been
devel oped has been the Culinary Arts program and perhaps that
coul d be enhanced.

M5. OSTNES noted that one high school teacher goes from schoo
to the youth facility to provide training on how to interview
for jobs, and hel ps juveniles prepare resunes so they can obtain
enpl oynent .

CHAI R RAMRAS suggested that he would nention to M. Gatewood
that the cardio equipnent, culinary program and job skills
enhancement woul d be good itenms to consider using the funds for.
He indicated he, too, would be interested in obtaining the audit
results on recidivism

CHAI R RAMRAS i ndi cated that HB 255 woul d be hel d over.

SB 141-LIM TED LI ABI LI TY COVPANI ES

1: 58: 32 PM

CHAI R RAMRAS announced the next order of business would be
SENATE BILL NO 141, "An Act relating to limted liability
conpani es. "

MARI T CARLSON- VAN DORT, Staff to Senator Lesil MGuire, Al aska
State Legislature, said on behalf of Senator MQ@iire, sponsor,
that SB 141 is one of three bills that attenpts to keep Al aska's
trust laws conpetitive SB 141 addresses Alaska's Ilimted
liability laws to keep them conpetitive and attractive to those
wi shing to do business in the state of Al aska. SB 141 would
clarify that an organization providing professional services can
organi ze its business using a limted liability conpany. The
reason for the <change is to elimnate speculation on the
authority for the wuse of professional services such as
attorneys, accountants, and engineers, as defined in statute.
The bill would also delete subsection (d) in AS 10.50. 150, which
allows a founder of an LLC established in Alaska to be a co-
manager w thout having all the assets of a company included in
the founder's gross estate for federal tax purposes.
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2:00: 43 PM

CHAI R RAMRAS noted the House Judiciary Conmittee introduced a

conpanion bill, HB 195, which has not yet had a hearing before
t he House Labor and Conmmerce Standing Committee, and that SB 141
is now before the commttee wth identical |anguage. He

indicated that accountants and other professionals who are
licensed are regarded as individuals, and a limted liability
conpany (LLC) currently is essentially treated the sanme as an
i ndi vi dual .

REPRESENTATI VE DAHLSTROM asked for specific reference to the
| anguage within SB 141 that specifies a co-owner could be a co-
manager .

MS. CARLSON- VAN DORT referred to the | anguage on page 2, line 5,
whi ch repeal s AS 10.50. 150 (d).

REPRESENTATI VE DAHLSTROM pondered whether, if the LLC got into
trouble, would the co-owner, who nmay have been a co-conspirator,
be held responsible since he/she may have benefited from the
financially fromthe LLC

M5. CARLSON- VAN DORT offered that soneone else mght be able to
better answer the question.

REPRESENTATI VE SAMUELS identified his potential conflict of
interest and acknowl edged that he is a partner in tw LLGCs,
al t hough the LLCs do not provide professional services.

REPRESENTATI VE DAHLSTROM stated that she is also a nenber of an
LLC.

CHAI R RAMRAS stated that he also is owner of an LLC
2:04:41 PM

DAVID D. SHAFTEL, Attorney at Law, Shaftel Law Ofices, remarked
that SB 141 sinply clarifies that professionals can use an LLC
as their business entity. The LLCs have been authorized in the
state of Alaska for approximately 15 years, but the bill makes
it clear in statute who is entitled to create an LLC The
D vision of Corporations, Business, and Professional Licensing

Department of Commerce, Community, & Economic Devel opnent,
approves the use of LLCs by licensed professionals in Al aska.
He stated he had been part of the group that worked on the
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original LLC legislation, but they sonmehow overl ooked specific
| anguage to outline the specific authority. Furthernore, SB 141
clarifies that professionals can create LLCs, recognizing that
many currently do create LLCs. The advantage of an LLC is that
it conbines the best attributes of a corporation and a
part ner shi p. He explained that an LLC has |imted liability,
just as a corporation does but it has a single Ilevel of
taxation, just as if one were using a partnership. He suggested
that this is why these entities have becone the entity of choice
for any business, whether the entity is a small famly business,
a small I nvestment  activity, or an operating Dbusiness.
Cccasionally businesses form corporations because the bank nmay
be federally regulated and requires it, or because a conpany
intends to go public and so it may choose the corporate form

MR. SHAFTEL stated that generally the LLC is significantly
easier to use than an “S’ corporation, especially for estate
pl anning, and deleting AS 10.50.150(d) wll assist in estate
pl anni ng.

[Chair Ranras turned the gavel over to Vice Chair Dahl strom]

REPRESENTATI VE SAMUJELS asked for explanation of the repealed
subsection of the bill.

2:08: 04 PM

MR. SHAFTEL explained that an LLC provides a useful approach for
senior nenbers of famlies to contribute investnent assets,
security accounts, and nake financial gifts over a period of
years to their children and grandchil dren. Using an LLC all ows
for a centralized managenent of assets, a diversification of
assets, and a way to pass those assets on to the next generation
free of transfer taxes, gift taxes, or estate taxes. Each
person can currently transfer up to $12,000 per year per
beneficiary, and over a lifetime can transfer an anmount of $1
mllion dollars without paying any gift tax. These LLC entities
are commonly used for these purposes.

MR. SHAFTEL explained that a problem has devel oped with where
the Internal Revenue Service (IRS), under the Internal Revenue
Code (IRC) has determ ned that founders retain too much control

The IRS challenged famly LLCs in court and has taxed entire
estates that have been previously gifted. The Internal Revenue
code says that if the founder who is doing the gifting retains
the ability to affect distributions, even if it is a loan to
ot her persons or groups of persons, and even if that founder
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voted on liquidation of the entity, then all assets are included
in the estate and taxed upon hi s/ her death.

MR. SHAFTEL described a scenario where parents could set up a
famly LLC and over a twenty year period give away al nost all of
their financial interest, leaving only a small interest intact.
Under that scenario, the IRS could take the position that all
the assets shall revert into the estate and be taxed upon
hi s/ her death, even though the assets were dispersed over a
twenty year peri od, using the $12,000 annual al | onabl e
al l omance, and the LLC had filed gift tax returns in accordance
with the $1 mllion dollars total gift allowance limt.

MR. SHAFTEL indicated that because of this IRS interpretation, a
pl anni ng techni que has been developed to avoid the problem of
seni or nenbers retaining too much control. The sol ution chosen
is to set up two types of managers: a senior nenber [manager]
who retains investnent decision-naking responsibilities, and a
second, independent manager who makes distribution decisions pro
rata to all the owners of the LLC, only the independent manager
is responsible for deciding whether to |iquidate. It is
inmportant to ensure that the senior nenber cannot vote on
changi ng the special manager arrangenent, because the IRS could
assert that the nenber had too nmuch control and then assess
taxes on all financial interests upon his/her death.

REPRESENTATI VE SAMUJELS asked if there could be a four-person
partnership with only one person being able to make controlling
deci sions, instead of their being equitable control by all.

2:16: 20 PM

MR. SHAFTEL responded that repealing AS 10.50.150(d) would give
LLC nenbers the flexibility to format the LLC in any way they
choose, such as in specific situations where LLC nenbers desire
to have this special nmanager structure that the two manager
set up.

REPRESENTATI VE SAMJELS asked whether one LLC nenber could then
change the rules so that he/she retains control.

MR. SHAFTEL responded no, that the nenber could not arbitrarily
make the change, and explained that one person would have
control only if the LLC nenbers had agreed to an operating
agreenent that contained those terns. Del eti ng subsection (d)
will only allow the freedomto draft the operating agreenment the
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way the nmenbers choose and would not inpose any rules for
structuring the agreenent.

2:19:11 PM
VICE CHAIR DAHLSTROM asked M. Shaftel about the potential
liability for the managing partner if he/she was found guilty of

wr ongdoi ng.

MR. SHAFTEL responded that if one nenber is found guilty of

wr ongdoi ng, he/she is still liable because an LLC only protects
the business liability, just like a corporation. For exanpl e,
if a driver for a trucking business has an accident, is sued,

and the business assets are insufficient to cover the danmages,
then the judgnment cannot seek satisfaction from the business or
from the corporate menbers who own the business; instead, the
driver is always held personally liable for his/her own actions.

VI CE CHAI R DAHLSTROM offered an exanple of an LLC that went out
of business, and asked if liens could be placed on the
i ndi vidual owners to satisfy the LLC s debts.

MR. SHAFTEL responded no, and explained that the only way
i ndi vidual nenbers are personally liable is if the nenbers of
the LLC personally guaranteed the debt when it occurred. For
exanple, a bank mght decide at closing that it wll only
execute the loan if the LLC nenbers personally sign to secure
t he | oan.

VI CE CHAI R DAHLSTROM asked for clarification, when would nenbers
know whether they are signing on behalf of the LLC, or whether
they are signing for thensel ves?

MR. SHAFTEL responded that if a person signs as a nmanager of the
LLC, the person is signing on behalf of the LLC and would not be
personally liable, but if the nenber signed where the contract
indicated the party was personally liable, then the nmenber would
be liable as an individual.

2:23:31 PM
VICE CHAIR DAHLSTROM asked whether a couple that owned a
business would be personally liable for debt incurred on a

conpany credit card.

MR. SHAFTEL responded that it would depend on specific facts
but generally, even if it were a “closely held” LLC, where the
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parties operated a small business but also held personal assets,
the individuals would not be personally liable for the LLC debts
if the conpany failed so long as the obligation was executed on
behal f of the conpany, and the business operated correctly under
the law, and the parties did not sign personally to guarantee
t he conpany credit card.

VICE CHAIR DAHLSTROM surmised that a judge would determ ne
whet her the conpany had operated correctly, which would affect

whet her the husband and wife would be held personally |iable for
t he debt.

MR. SHAFTEL explained that if the husband or wi fe was personally
negligent or reckless, then a lawsuit could be nade agai nst both
the individual and the LLC assets. He then clarified that his
earlier responses were based on the assunption that the parties
were not negligent or otherwise acting wongfully, that the
business sinply did not succeed, and that the outstanding
busi ness debts were greater than the business's assets. In
those instances, he said, he felt the individuals would not be
hel d personally liable for the LLC s debt.

REPRESENTATI VE SAMUJELS asked for clarification of the repeal of
subsection (d). He gave an exanple where a husband, a wife, and
a friend forman LLC, but the couple subsequently needs noney to
pay for nedical expenses. The mnority nenber requires themto
change the operating agreenent in order to obtain noney fromthe
LLC. Under that scenario, with respect to repealing subsection
(d), he asked whether the mnority partner could |I|everage
control of the LLC by changing the LLCs articles of
organi zati on or operating agreenent.

REPRESENTATI VE GRUENBERG responded that the mnority partner
could gain control

MR. SHAFTEL offered instead that subsection (d) refers to
subsection (c), which only refers to anmending the articles of

organi zation or the operating agreenent. In the exanple, the
outcone would be the sanme regardl ess of whether subsection (d)
is repeal ed. He explained that the operating agreenent is

essentially a contract between the parties which states that the
agreenent shall be followed unless there is unani nous consent to
change the contract. Under current |aw, subsection (a) and (b)
establishes a majority vote control. But in the hypothetica
i nstance described, he surm sed, the parties would probably have
tolitigate in order to get sone relief and dissolve the LLC
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2:30:13 PM

REPRESENTATI VE GRUENBERG expressed concern about elimnating
subsection (d). He said he agrees with M. Shaftel that wth
t he proposed changes under subsection (c), that situation could
happen even if there is nothing in the operating agreenent or
the articles of incorporation. He opined that what prevents the
mnority from |everaging the parties under current law is the

provision contained in subsection (d). He suggested that
subsection (d) is the default protection, and that the situation
M. Shaftel described could not happen. He expressed concern
about elimnating subsection (d) for that reason. He offered

that the normal rule is that the witten consent of all nenbers
of an LLC is required unless otherwse provided for in the

operating agreenment or the articles of incorporation. But
generally, he explained, for decisions, the default is not |ess
than a mmjority vote. He opined that provisions in the bil

seem to be in conflict, and said that he was unsure how to
har noni ze t hem

MR. SHAFTEL disagreed with that interpretation, and referred the
commttee to subsection (c); he explained that it states that
unl ess another level of nmenber consent is required in the LLC

operating agreenment, it requires all the nenber's signatures to
change it. He explained that the LLC operating agreenent is
essentially a contract, and that subsection (c) sets up the two
LLC contracts: the operating agreenment and the articles of

i ncorporation. He stated an exanple wherein a parcel of land is
purchased by five people, and unless all the parties agree, the
contract cannot be changed. He opined that subsection (c) neans
that witten consent of all nmenbers is required to change the

LLC contracts. Subsection (d) waters that down by allow ng
menbers to enter into a new contract that allows decisions to be
made with less than all of the nenber's signatures. He stated
that that authority is wunusual, but it is sonetines granted.

The reason to allow it in subsection (d) is for famly limted
partnerships and famly LLCs that want special nanagers. Again,

he opined, this is highly wunusual, and it goes against all
i nstincts when witing an agreenent . Under ordi nary
circunstances, the parties all sign and all understand the

agreenent cannot generally be changed; the parties know they
cannot |ose their rights just because sone nenbers want a
change.

MR. SHAFTEL stated that that is why subsection (c) says that

unl ess one enters into a different agreenment, the basic default
rule is that all nmenbers nust sign to change the contracts - the
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articles of organization and the operating agreenent. He gave
anot her exanple of an LLC which was set up with ten nenbers who
initially agreed that if six people agree on a change, the other
four will just have to accept their decision. He went on to
explain that that type of agreenent could be made under current
| aw under subsection (c) because it reads, "unless another |eve
of menber consent is required".

2:37: 17 PM

MR. SHAFTEL continued that the problem with subsection (d) is
that it discourages famly limted partnerships and fanmly
limted LLCs, and both are comonly used nationwide in estate
pl anning for solutions to potential tax problens. He said he
felt that if such solutions were not allowed in Al aska, that the
state would lag behind what is being done in other states. He
opined that there is no harm in repealing subsection (d). He
stated that it was an anachronistic provision, and enphasized
the inportance of repealing subsection (d) for estate planning
pur poses.

REPRESENTATI VE CGRUENBERG argued that repealing subsection (d)
woul d all ow an agreenment to provide that a change could be nade
in the operating agreenent or the articles of organization by
|l ess than a majority of the nmenbers.

MR. SHAFTEL agreed that repealing subsection (d) would allow
parties to enter into that type of agreement, but pointed out
t hat under current |aw one cannot rmake a change with |ess than a
majority vote.

REPRESENTATI VE GRUENBERG asked what the benefit is in deleting
subsection (d).

MR. SHAFTEL responded that the benefit of repealing subsection
(d)y is that it wll address problens with respect to IRS
taxation on estates.

2:40: 21 PM

REPRESENTATI VE GRUENBERG asked whet her repealing subsection (d)
woul d create potential problens in other circunstances, and not
just affect benefits for estate taxation purposes.

MR. SHAFTEL stated he did not feel msuse could occur because

there is not a requirement for parties to enter into LLC
agreenents; rather, the effect of repealing subsection (d) is

HOUSE JUD COW TTEE - 15- May 11, 2007



that it would allow parties to knowngly enter into an agreenent
that states that less than a majority could nake deci sions. He
said he felt that this is true in every contract, and that there
is no rule that applies to protect parties if they know ngly

agree to terns that are not in their best interest. He stated
that the ternms nmenbers agree to are in effect, unless coercion
| ack of adequate notice, or sonme other |egal issue arises. He

said it seens a shame to not allow Alaskans to have the
opportunity to avoid onerous taxation on their estates.

CHAI R RAMRAS expl ai ned that he had forned an LLC, and held fifty
percent of the conpany but had foolishly agreed to make his
partner a rmanaging nenber, which he imediately regretted
because it had substanti al adver se per sonal financi al
ram fi cations. He reiterated what M. Shaftel stated, LLC
menbers can state their own ternms in an operating agreenent. He
agreed there are many benefits to repealing subsection (d), and
said he thought the only detrinent would be for sonmeone who'd
make a poor decision. He stated he did not see any harmin the
repeal of subsection (d), and asked for feedback in his
assessnment of the proposed change.

MR. SHAFTEL agreed. He commented that many busi ness peopl e have
made deci sions that they have regretted, but the statutes cannot
protect them from poor business deci sions.

CHAI R RAMRAS acknow edged that in his own experience, he erred
in changing the operating agreenent, but his mstake was not

relative to subsection (d). He opined that the repeal of
subsection (d) could provide considerable benefits to Al askans
who choose to set up an LLC He reiterated that repealing

subsection (d) would not have helped or harnmed him in his own
busi ness deci si on.

REPRESENTATI VE SAMJELS recapped his exanple of an LLC, and
expl ai ned that he understood the benefits to repealing
subsection (d).

2:48: 26 PM

REPRESENTATI VE SAMJELS explained that while he understood the
famly estate planning benefits, he still has concerns that one
could lose his/her business if one set up the operating
agreenment poorly.

REPRESENTATI VE GRUENBERG asked M. Shaft el the reason for
i ncludi ng subsection (d) initially.
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MR. SHAFTEL responded that the subsection was based on the
partnership format but when the draft LLC | anguage was revi ewed,
the inplications of the provision were overl ooked. He surm sed
that its purpose was probably to preclude nenbers of an LLC from
anending an operating agreenment with less than a mjority of
menbers, but that is a policy decision and the benefit to
famlies to use limted liability partnerships (LLPs) and LLCs
greatly outweighs the Jlimted protection this subsection
provi des.

REPRESENTATI VE GRUENBERG asked whether the conmittee should al so
review simlar provisions in LLP statutes.

MR. SHAFTEL responded that he did not know for certain if
probl ens exist in the LLPs.

M5. CARLSON- VAN DORT confirmed that this is the only comittee
referral for the bill.

2:52:31 PM

REPRESENTATI VE SAMJELS noved to report SB 141 out of comittee
wi th individual recomendati ons and the acconpanying zero fiscal
not e. There being no objection SB 141 was reported from the
House Judiciary Standing Comrttee.

HIR 2- CONST. AM NO GAM NG W THOUT VOTER APPROVAL

2:53: 30 PM
[Vice Chair Dahlstromreturned the gavel to Chair Ranras.]

CHAI R RAMRAS announced that the final order of business would be
HOUSE JO NT RESOLUTION NO. 2, Proposing an anmendnent to the
Constitution of the State of Al aska requiring an affirmative
vote of the people before any form of ganbling for profit nay be
aut hori zed in Al aska.

REPRESENTATI VE DAHLSTROM made a notion that the comittee
rescind its action in reporting from conmrmittee the proposed
commttee substitute (CS) for HIR 2, Version 25-LS0257\E,
Luckhaupt, 5/9/07, as anended. There being no objection,
Version E, as anended, was before the commttee.

2:54:18 PM
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REPRESENTATI VE DAHLSTROM noved to adopt the proposed comittee
substitute (CS) for HIR 2, Version 25-LS0257\K, Luckhaupt,
5/ 11/ 07, as the work draft.

REPRESENTATI VE GRUENBERG obj ected for the purpose of discussion.
He referred to a nenorandum dated My 11, 2007, by GCerald

Luckhaupt, and noted that on page 1, line 11, Version E was
anmended to read, in part, "approved by any nunicipality where
the ganbling may occur”, whereas Version K reads in part, on
page 1, lines 10-11, "and approved by the municipality where the
gam ng or ganbling may occur". He said he felt this change was
beneficial, but noted this will require that the activity occur
within a nunicipality. He stated that under Version E, as

amended, the gamng or ganbling could occur outside a
muni ci pality, for exanple, outside the city limts.

REPRESENTATI VE DAHLSTROM speaking as one of the resolution’s
joint prinme sponsors, offered that the original intent was to
address activity within a municipality, and so she appreciates
the fix provided for in Version K She added that she would
want any nunicipality to be able to vote on whether this type of
activity will be allowed in that comunity.

REPRESENTATI VE GRUENBERG renoved hi s objection.

CHAI R RAMRAS asked if there was any further objection. Ther e
bei ng none, Version K was before the commttee.

2:57:27 PM

REPRESENTATI VE DAHLSTROM noved to report the proposed CS for
HIR 2, Version  25-LS0257\K, Luckhaupt, 05/ 11/ 07, out of
conmmttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHIR 2(JUD) was
reported fromthe House Judiciary Standing Comrttee.

ADJ OURNVENT

There being no further business before the commttee, the House
Judi ciary Standing Conmittee nmeeting was adjourned at 2:58 p. m
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