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S E N A T E  C O M M I T T E E  R E P O R T
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PRESENTATION TO THE SENATE LABOR AND COMMERCE 
COMMITTEE ON SENATE 186

MISTHR CHAIRMAN AND MEMBERS OF THE COM M ITTEE . M Y  NAME IS PETER  

DENN AND I AM AN ALASKAN CPA. HAVING LIVED  AND W ORKED  IN THE STATE  

FOR THE LAST 22 YEARS I AM THE M ANAGING  PARTNER OF THE ALASKA  

PRACTICE FOR DELO ITTE & T O U D IE . W HICH NOW  EM PLOYS APPROXIM ATELY 50 

ALASKANS. AND I AM HERE TODAY AS A M EM BER  OF AND BEHALF OF THE  

ALASKA SOCIETY OF CPA ’S. I GREATLY  APPRECIATE THE OPPORTUN ITY TO  

APPEAR BEFORE YOU TODAY TO SPEAK IN FAVOR OF SB 186, THE PROPOSED  

REGISTERED LIM ITED LIABILITY  PARTNERSHIP LAW

BEFORE I TALK ABOUT THE BII J ., I W O ULD  LIKE TO  THANK YOU , SENATOR  

KE IJ .Y , THE M EM BERS OF YOUR  COM M ITTEE AND YO UR  ST A IT  FOR YOUR  

PATIENCE OVER THE LAST YEAR WE HAVE W ORKED  CLOSELY  W ITH THE  

ALASKA BANKERS. ESPEC IALLY JOH SCHIERHORN AND JOHN BEARD , TO ARRIVE  

AT CONSENSUS BEFORE TODAY ’S M EETING  AND I BELIF.VE YO U  HAVE THE  

RESULTS OF THAT EFFORT BEFORE YOU

I W OULD  LIKE TO POINT O UT  THAT I AM NOT AN ATTOPNEY  THOUGH  TODAY I 

AM ADDRESSING LEGAL FORMS OF ORGANIZATION I BELIEVE . AS A



BUSINESSM AN , THAT THE LLP W ILL BENEFIT SM ALL AND GROW ING BUSINESSES  

IN ALASKA AND ENHANCE OUR  BUSINESS FRIENDLY ENVIRONM ENT

S'ELECTING THE FORM IN WHICH TO OPERATE IS ONE OF IH E  M OST SIGNIFICANT 

DECISIONS A CLIENT STARTING A BUSINESS , OR CONTINUING  AN EXISTING  ONE, 

W ILL HAVE TC MAKF. W ITH  RESPECT TO  THAT BUSINESS

THE  C lI01CR  OF ENTITY  W IU . IIAVF. HROAD IMPLICATIONS IT W ILL AFFECT 

HOW  THE BUSINESS IS CONDUCTED . THE  PERSONAL AFF AIRS OF ITS OWNERS. 

AND EVEN IMPACT ON THE BUSIN ESSES ’ EM PLOYEES TO  CONTINUE TO  

ATTRACT AND RETAIN BUSINESSES . IT IS IMPORTANT THAT BUSINESSES HAVE, 

AND ALASKA PROVIDES. A FULL CHOICE OF FORMS IN W HICH BUSINESSES MAY  

OPERATE

TH E  LIM ITED  L IAB ILITY  PARTNERSHIP (OR  LLP) IS A NEW  T \>  E  0 ~  GENERAL  

PARTNERSHIP THAT IS BEG INN ING  TO SWEEP THE NATION TH IRTY -R IGHT (38) 

STATES AND THE D ISTRICT OF COLUM BIA  HAVE ALREADY ADOPTED LI J» 

LEG ISLAT ION  TW ELVE  ( 12)  ADDITIONAL STATES. NOW  INCLUDING  A IA SKA ,

ARE CONSIDER ING  IJ-P LEG ISLATION  IN 1996

THE L I J  FORM IS APPEALING TO LOTS OF PARTNERSHIPS. BUT  PARTICU IARLY  

TO  THE SEGM EN I OF THE ECONOM Y THAT IS GROW ING IH E  FASTEST -  SM ALL
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BUSINESSES AND STa RT-UP VENTURES THIS IS BECAUSE IT HAS LOW  START-UP  

COSTS, IS FLEXIBLE , AND RELATIVELY EASY TO OPERATE

LLP ’S PROVIDE A FLEX IBLE  FORM OF ORGANIZATION FOR S M A I i  BUSINESSES  

THAT HELPS THEM  OBTAIN  PARITY W ITH LARGER , BETTER CAPITALIZED  

ORGANIZATIONS WHICH CAN AFFORD THE ANCIUJVRY BENEFITS OF MORI3. 

COMPLICATED BUSINESS ORGANIZATIONS AT THE SAME TIME, THE LIM ITED  

LIABILITY  PARTNERSHIP RETAINS M ANY OF THE  POSITIVE ATTRIBUTES OF A 

GENERAL PARTNERSHIP.

FIRST, IT IS SIMPLE TO FORM

SECOND. IT IS SIMPLE TO  OPERATE -  UN L IKE  GENERAL CORPORATIONS, THERE  

ARE NO REQUIRED  ARTICLES OF INCORPORATION BY -LAW S. BOARD OF 

DIRECTORS M EETINGS. ETC.

HURD , IT IS TAXED  LIKE  A PARTNERSHIP -  MEANING THA I THE TAX IJAH ILITY  

FLOWS THROUGH  DIRECTI,Y TO  THE LLP ’S PARTNERS

THT LIM ITED  LIABILITY  PARTNERSH P AI.SO HAS ONE OF THF. POSITIVE 

ATTRIBUTES OF M ORE COMPLICATED BUSINESS FORMS -  PARTIAL LIM ITED  

LIABILITY
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INDIV IDUAL PARTNERS IN AN LLP AFIF. NOT PERSONALLY  L IABLE FOR THE  

DEBTS AND OBLIGATIONS OF THE LI.P ARJSING O UT  OK ERRORS, OMISSIONS, 

NEGLIGENCE, INCOMPETENCE. OR MALFEASANCE COM M ITTED  IN THE COURSE  

OF THE  PARTNERSHIP BUSINESS BY  ANOTHER PARTNER OR REPRESENT ATI VES 

OF THE PARTNERSHIP NOT W ORKING  UNDFR THEIR D IRECTION OR 

SUPERVISION .

PLEASE NOTE THAT ALL PARTNERS CONTINUE TO  BE  PERSONA1XY LIABLE  

FOR THEIR OW N ACTS AND OM ISSIONS AND THE ACTS AND OMISSIONS OF 

PERSONS OVER W HOM  THEY  HAVE CONTROL A LL  PARTNERS ALSO CONTINUE  

TO BE PERSONAI J .Y  I.IABIJ* FOR ALL OTHER DEBTS AND OBLIGATIONS OF THE  

PARTNERSHIP

THE LI-P ITSELF REM AINS L IA BLE  FOR A LL OF THE ACTIONS OF ITS OW NERS AND  

EM PLOYEES AND THE LLP OWNERS REMAIN PERSONALLY  L IA BLE  FOR THEIR  

OW N ACTIONS AND THE  ACTIONS OF THOSE UN D ER  THEIR  CONTROL. BUT . 

BEYOND  ANY INVESTM ENTS IN  THE LLP ITSELF, THE  PERSONAL ASSETS OF THE  

OWNERS AND THF.IR FAM ILIES NEED NOT BE  SACRIFICED TO  PAY JUDGMENTS 

ARISING FROM EVENTS OR ACTIONS OVER  W HICH THEY  HAVE NO CONTROL.
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W H IL E  T H E  O T H E R  F O R M S  O F  O R G A N IZ A T IO N , S U C H  A S  C O R P O R A T IO N S , 

P R O F E S S IO N A L  C O R P O R A T IO N S . A N D  L IM IT E D  P A R T N E R S H IP S , P R O V ID E  F A R  

M O R E  C O M P R E H E N S IV E  P R O T E C T IO N  F O R  T H E  P E R S O N A L  A S S E T S  O F  A  

B U S IN E S S  O W N E R  A N D  G E N E R A L L Y  P R O T E C T  O W N E R S  F R O M  A N Y  A C T IO N  

A G A IN S T  T H E  E N T IT Y , T H E Y  A L S O  C A R R Y  W IT H  T H E M  S IG N IF IC A N T  C O S T S  A N D  

R E Q U IR E  A  L E V E L  O F  S O P H IS T IC A T IO N  T O  S E T  U P  A N D  O P E R A T E

C O N S E Q U E N T L Y , T H E  L IM IT E D  L IA B IL IT Y  P A R T N E R S H IP  S H O U L D  A P P E A L  T O  

T H E  T Y P E S  O F  B U S IN E S S E S  T O D A Y  T H A T  A R E  O P E R A T IN G  A S  P A R T N E R S H IP S  

A N D  T H A T  C A N  N O T  A F F O R D  O R  D O  N O T  H A V E  T H E  T IM E  T O  D E A L  W IT H  

S T A T U T O R Y  A N D  R E G U L A T O R Y  R E Q U IR E M E N T S  O F  Q U A L IF Y IN G  A N D  

O P E R A T IN G  A S  T H E S E  O T H E R  B U S IN E S S  F O R M S

F R O M  A L A S K A ’S  P E R S P E C T IV E . IT  W IL L  B E  A T R E M E N D O U S  A D V A N T A G E  T O  

O F F E R  B U S IN E S S  T H E  L L P  F O R M  F O R  T H E  F O L L O W IN G  R E A S O N S :

T H E  L L P  IS  B U S IN E S S  D E V K L O P M E N 1 O R IE N T E D  S T A T E S  A T  T l  IE  F O R E F R O N T  

O F  E C O N O M IC  D E V E L O P M E N T  A R E  T H E R E  B E C A U S E  T H E Y  O F F E R  A N  E X P A N S IV E  

M E N U  O F  O R G A N IZ A T IO N A L  A L T E R N A T IV E S  F O R  D O IN G  B U S IN E S S  T H E Y  

E N A B L E  T H E  B U S IN E S S E S  IN  T H E IR  S T A T E S  T O  BF. C O M P E T IT IV E  W IT H  

B U S IN E S S E S  F R O M  O l l I E R  S T A T E S  A N D  A B R O A D  B Y  E N A B L IN G  T H E M  T O  U S E  

T H E  B U S IN E S S  F O R M  M O S T  S U IT A B L E  T O  T H E IR  B U S IN E S S  S IT U A T IO N
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ENACTMENT OF LLP LEG ISLATION IS CONSISTENT W ITH  PUBLIC  POLICY  

POSITIONS ALREADY ADOPTED B Y  THE STATE. LlJCE ANY  BUSINESS FORM, THE 

PARTNERS IN AN LLP ALWAYS REMAIN RESPONSIBLE FOR THEIR  OWN ACTIONS, 

AND THE PARTNERSHIP REMAINS RESPONSIBLE FOR THE ACTIONS TAKEN  ON  

ITS BEHALF B Y  EMPLOYEES OR PARTNERS

ADOPTION OF A LIM ITED L IABILITY  PARTNERSHIP LAW  W i l l  PROVIDE A 

FAVORABLE BUSINESS CLIMATE -  AND W i l l  ESPECIALLY BENEFIT THAT  

PORTION OF THE  ECONOMY THAT HAS THE POTENTIAL TO  GROW  THF. FASTEST, 

SMALL BUSINESSES AND START-UP VENTURES.

A LLP LAW  W i l l  ENABLE ALASKA TO MAKE AVAII.ABLE AN ORGANIZATION  

FORM AVAILABLE TO 4/5 OF THE NATION AND ALLOW  BUSINESSES THAT ARE 

RESIDENT HERE TO BETTER COMPETE W ITH OUT-OF-STATE FIRMS.

FOR THESE REASONS. WE URGE YO U  TO ADOPT IH IS  LEG ISLATION

THANK YO U  OR ALLOW ING ME TO APPEAR HERF. IF YO U  HAVE ANY QUESTIONS, 

I W i l l  BE  HAPPY TO TRY TO  ANSWER THEM
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