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PRESENTATION TO THE SENATE LABOR AND COMMERCE
COMMITTEE ON SENATE 186

MISTHR CHAIRMAN AND MEMBERS OF THE COMMITTEE. MY NAME IS PETER
DENN AND | AM AN ALASKAN CPA. HAVING LIVED AND WORKED IN THE STATE
FOR THE LAST 22 YEARS | AM THE MANAGING PARTNER OF THE ALASKA
PRACTICE FOR DELOITTE & TOUDIE. WHICH NOW EMPLOYS APPROXIMATELY 50
ALASKANS. AND | AM HERE TODAY AS AMEMBER OF AND BEHALF OF THE
ALASKA SOCIETY OF CPA’S. IGREATLY APPRECIATE THE OPPORTUNITY TO
APPEAR BEFORE YOU TODAY TO SPEAK IN FAVOR OF SB 186, THE PROPOSED
REGISTERED LIMITED LIABILITY PARTNERSHIP LAW

BEFORE I TALK ABOUT THE BIlJ., IWOULD LIKE TO THANK YOU, SENATOR
KEN.Y, THE MEMBERS OF YOUR COMMITTEE AND YOUR STAIT FOR YOUR
PATIENCE OVER THE LAST YEAR WE HAVE WORKED CLOSELY WITH THE
ALASKA BANKERS. ESPECIALLY JOH SCHIERHORN AND JOHN BEARD, TO ARRIVE
AT CONSENSUS BEFORE TODAY'SMEETING AND I BELIF.VE YOU HAVE THE
RESULTS OF THAT EFFORT BEFORE YOU

| WOULD LIKE TO POINT OUT THAT I AM NOT AN ATTOPNEY THOUGH TODAY |
AM ADDRESSING LEGAL FORMS OF ORGANIZATION [ BELIEVE. ASA



BUSINESSMAN, THAT THE LLP WILL BENEFIT SMALL AND GROWING BUSINESSES
IN ALASKA AND ENHANCE OUR BUSINESS FRIENDLY ENVIRONMENT

S'ELECTING THE FORM IN WHICH TO OPERATE IS ONE OF IHE MOST SIGNIFICANT
DECISIONS ACLIENT STARTING A BUSINESS, OR CONTINUING AN EXISTING ONE,
WILL HAVE TC MAKF. WITH RESPECT TO THAT BUSINESS

THE CII0LCR OF ENTITY W IU. IAVF. HROAD IMPLICATIONS IT WILL AFFECT
HOW THE BUSINESS ISCONDUCTED. THE PERSONAL AFFAIRS OF ITS OWNERS.
AND EVEN IMPACT ON THE BUSINESSES'EMPLOYEES TO CONTINUE TO
ATTRACT AND RETAIN BUSINESSES. IT IS IMPORTANT THAT BUSINESSES HAVE,
AND ALASKA PROVIDES. A FULL CHOICE OF FORMS IN WHICH BUSINESSES MAY
OPERATE

THE LIMITED LIABILITY PARTNERSHIP (OR LLP) ISANEW T\> E 0~ GENERAL
PARTNERSHIP THAT ISBEGINNING TO SWEEP THE NATION THIRTY-RIGHT (38)
STATES AND THE DISTRICT OF COLUMBIA HAVE ALREADY ADOPTED LI
LEGISLATION TWELVE (12) ADDITIONAL STATES. NOW INCLUDING AIASKA,
ARE CONSIDERING [J-P LEGISLATION IN 1996

THE L1J FORM IS APPEALING TO LOTS OF PARTNERSHIPS. BUT PARTICUIARLY
TO THE SEGMENI OF THE ECONOMY THAT IS GROWING IHE FASTEST - SMALL
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BUSINESSES AND STaRT-UP VENTURES THIS IS BECAUSE IT HAS LOW START-UP
COSTS, IS FLEXIBLE, AND RELATIVELY EASY TO OPERATE

LLP’S PROVIDE A FLEXIBLE FORM OF ORGANIZATION FOR SM Ali BUSINESSES
THAT HELPS THEM OBTAIN PARITY WITH LARGER, BETTER CAPITALIZED
ORGANIZATIONS WHICH CAN AFFORD THE ANCIUJVRY BENEFITS OF MORI3
COMPLICATED BUSINESS ORGANIZATIONS AT THE SAME TIME, THE LIMITED
LIABILITY PARTNERSHIP RETAINS MANY OF THE POSITIVE ATTRIBUTES OF A
GENERAL PARTNERSHIP.,

FIRST, IT IS SIMPLE TO FORM

SECOND. IT IS SIMPLE TO OPERATE - UNLIKE GENERAL CORPORATIONS, THERE
ARE NO REQUIRED ARTICLES OF INCORPORATION BY-LAWS. BOARD OF
DIRECTORS MEETINGS. ETC.

HURD, IT ISTAXED LIKE APARTNERSHIP - MEANING THAI THE TAX IJAHILITY
FLOWS THROUGH DIRECTI,Y TO THE LLP'S PARTNERS

THT LIMITED LIABILITY PARTNERSH P A1.SO HAS ONE OF THF. POSITIVE
ATTRIBUTES OF MORE COMPLICATED BUSINESS FORMS - PARTIAL LIMITED
LIABILITY
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INDIVIDUAL PARTNERS IN AN LLP AFIF.NOT PERSONALLY LIABLE FOR THE
DEBTS AND OBLIGATIONS OF THE LI.P ARJSING OUT OK ERRORS, OMISSIONS,
NEGLIGENCE, INCOMPETENCE. OR MALFEASANCE COMMITTED IN THE COURSE
OF THE PARTNERSHIP BUSINESS BY ANOTHER PARTNER OR REPRESENTATIVES
OF THE PARTNERSHIP NOT WORKING UNDFR THEIR DIRECTION OR
SUPERVISION.

PLEASE NOTE THAT ALL PARTNERS CONTINUE TO BE PERSONAILXY LIABLE
FOR THEIR OWN ACTS AND OMISSIONS AND THE ACTS AND OMISSIONS OF
PERSONS OVER WHOM THEY HAVE CONTROL ALL PARTNERS ALSO CONTINUE
T0 BE PERSONAIJ.Y 1.IABIJ* FOR ALLOTHER DEBTS AND OBLIGATIONS OF THE
PARTNERSHIP

THE LI-P ITSELF REMAINS LIABLE FOR ALL OF THE ACTIONS OF ITS OWNERS AND
EMPLOYEES AND THE LLP OWNERS REMAIN PERSONALLY LIABLE FOR THEIR
OWN ACTIONS AND THE ACTIONS OF THOSE UNDER THEIR CONTROL. BUT.
BEYOND ANY INVESTMENTS IN THE LLP ITSELF, THE PERSONAL ASSETS OF THE
OWNERS AND THF.IR FAMILIES NEED NOT BE SACRIFICED TO PAY JUDGMENTS
ARISING FROM EVENTS OR ACTIONS OVER WHICH THEY HAVE NO CONTROL.



WHILE THE OTHER FORMS OF ORGANIZATION, SUCH AS CORPORATIONS,
PROFESSIONAL CORPORATIONS. AND LIMITED PARTNERSHIPS, PROVIDE FAR
MORE COMPREHENSIVE PROTECTION FOR THE PERSONAL ASSETS OF A
BUSINESS OWNER AND GENERALLY PROTECT OWNERS FROM ANY ACTION
AGAINST THE ENTITY, THEY ALSO CARRY WITH THEM SIGNIFICANT COSTS AND

REQUIRE A LEVEL OF SOPHISTICATION TO SET UP AND OPERATE

CONSEQUENTLY, THE LIMITED LIABILITY PARTNERSHIP SHOULD APPEAL TO
THE TYPES OF BUSINESSES TODAY THAT ARE OPERATING AS PARTNERSHIPS
AND THAT CAN NOT AFFORD OR DO NOT HAVE THE TIME TO DEAL WITH
STATUTORY AND REGULATORY REQUIREMENTS OF QUALIFYING AND

OPERATING AS THESE OTHER BUSINESS FORMS

FROM ALASKA’S PERSPECTIVE. IT WILL BE ATREMENDOUS ADVANTAGE TO

OFFER BUSINESS THE LLP FORM FOR THE FOLLOWING REASONS:

THE LLP ISBUSINESS DEVKLOPMEN1 ORIENTED STATES AT TIIE FOREFRONT
OF ECONOMIC DEVELOPMENT ARE THERE BECAUSE THEY OFFER AN EXPANSIVE
MENU OF ORGANIZATIONAL ALTERNATIVES FOR DOING BUSINESS THEY
ENABLE THE BUSINESSES IN THEIR STATES TO BF.COMPETITIVE WITH
BUSINESSES FROM OIIIER STATES AND ABROAD BY ENABLING THEM TO USE

THE BUSINESS FORM MOST SUITABLE TO THEIR BUSINESS SITUATION



ENACTMENT OF LLP LEGISLATION IS CONSISTENT WITH PUBLIC POLICY
POSITIONS ALREADY ADOPTED BY THE STATE. LIJCE 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 BY EMPLOYEES OR PARTNERS

ADOPTION OF A LIMITED LIABILITY PARTNERSHIP LAW W ill PROVIDE A
FAVORABLE BUSINESS CLIMATE - AND W ill ESPECIALLY BENEFIT THAT
PORTION OF THE ECONOMY THAT HAS THE POTENTIAL TO GROW THF. FASTEST,
SMALL BUSINESSES AND START-UP VENTURES.

ALLP LAW W ill ENABLE ALASKA TO MAKE AVAII.ABLE AN ORGANIZATION
FORM AVAILABLE TO 4/50F THE NATION AND ALLOW BUSINESSES THAT ARE
RESIDENT HERE TO BETTER COMPETE WITH OUT-OF-STATE FIRMS.

FOR THESE REASONS. WE URGE YOU TO ADOPT IHIS LEGISLATION

THANK YOU OR ALLOWING ME TO APPEAR HERF. IF YOU HAVE ANY QUESTIONS,
|W ill BE HAPPY TO TRY TO ANSWER THEM



