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House Judiciary Committee 
April 17, 1975 
page 2

after "violation" in line 12, page 6 insert "unless the action 
brought by the Department has been dismissed without prejudice."

page 6, line 13 delete "either by the department or the tenant, 
as the case may be,''
delete lines 14 and 15 "under this section for damages" 
delete line 16 and 17 "before the bringing of the action in 
which the judgment was rendered."

page 6, line 16 - 19 Delete the language"When an action is 
brought by the tenant, the damages which shall be awarded to the 
tenant shall be the same as if the action were brought by the 
department."

Insert page 6, line 12 "When an action is brought by the 
tenant, the landlord is liable as in subsection (d)/'

page 6, line 23 insert "The department, upon application by 
the landlord, shall issue a certificate of eviction if it 
finds that the reasons given by the landlord are reasonable 
and consistent with the purpose of this chapter/' Delete "when" 
and insert "After"
page 6, line 25 - 29 delete "and a tenant voluntarily . . . 
under law"

page 7, lines 1 and 2 delete to "occupied by it, or" and 
insert "evicts the tenant, and"'

page 7, line 2 delete "it" and Insert "the residential housing 
accommodation"

page 7, line 7 insert after "property" "and any increased rent"

page 7, lines 10 and 11: delete "with Intent to cause the 
tenant to vacate" and insert "intentionally"



page 2

H o u s e  J u d i c i a r y  C o m m ittee
A p r i l  18, 1975

Mr. Brown moved the addition of new language to form 
sections (f) and (g) to state that the official map 
shall be published 90 days before becoming effective 
and that owners would be notified by registered mail. 
No municipality may exercise powers in this bill 
unless they require by ordinance, building permits. 
The amendment passed.

Mr. Parr moved that the 18 months be changed to 12 
in sections (b) and (e). The amendment passed.

Mr. Brown moved that the five year period be changed 
to seven years, but that reference to a second five 
year period be deleted.
The amendment passed.

Mr. Brown moved CS HB 1^0 out of committee.

SB 290 Rent Control

Mr. Turnbull went through the bill with the committee, 
explaining how their previous amendments had been 
incorporated. He deleted the definition of overcharge 
since the term had been changed to damages in the bill. 
Mr. Brown mentioned the need for a one line committee 
report defining adjustments.

The committee signed CS SB 290 out.
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J A Y  5  M M O N D
-  • G O V E R N O R

S t a t e  o k  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R  
J t ' S  E  A  U

A p r i l  29, 1975

T h e  H o n o r a b l e  T e r r y  Gardiner  
A l a s k a  St ate H o u s e  of Repre s e n t a t i v e s  
P o u c h  "V" State C a p itol Building 
Juneau, A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  Gardiner:

As y o u  p r o b a b l y  know, my a d m i n i s t r a t i o n  has e n d e a v o r e d  to 
d e v e l o p  a w o r k a b l e  solution to the r e s i d e n t i a l - r e n t  p r oble m 
in v a r i o u s  areas of the State. This m o n t h  alone, we have 
s t u d i e d  a d o z e n  d i f f e r e n t  "ren t-control" plans, held 
h e a r i n g s  in F a i r b a n k s  and Valdez, i ssued a s t a t eme nt of 
findings, d e c l a r e d  that an e m e r g e n c y  h o u s i n g  crisis exists 
in the two areas and c r e ated w h a t  appears to be a completel y 
w o r k a b l e  s o l u t i o n  to the p r o b l e m  incl uding the d r a f t i n g  of 
a set o f  regulations.

A f t e r  a d v i s i n g  the V aldez City Council and the Fairbanks  
B o r o u g h  A s s e m b l y  o n  the d e t ails of the plan, each bo dy 
u n a n i m o u s l y  a p p r o v e d  the plan.

In essence, the E m e r g e n c y  Rent R e v i e w  P r o g r a m  is c o m posed 
of four points:

1. A local a d v i s o r y  board of a d j u s t m e n t  is created 
in e a c h  area w h erein  an e m e r g e n c y  exists;

2. L a n d l o r d s  are required  to give 30-day notice of 
r e n t  increases. Upon complaint, the board of 
a d j u s t m e n t  advises the C o m m i s s i o n e r  of C o m m e r c e  on 
the v a l i d i t y  of the rent increase  w i t h i n  15 days 
of submission;

3. An a p p e a l  to the C o m m i s s i o n e r  of C o m m e r c e  or to the 
c o u r t s  is provided;

4. R e a s o n a b l e  e x pe nse and p r o f i t  increase s are allowed.

M e m b e r s  of m y  a d m i n i s t r a t i o n  have, in the past, t e s t ified at 
m a n y  c o m m i t t e e  h e a rin gs on four r e n t - c o n t r o l  bills. Regularly, 
they h a v e  s u p p o r t e d  my theory of o p p o s i t i o n  to a b r o a d - b r u s h e d  
approach: such an approach is cumbersome, c ostly and
i n a p p r o p r i a t e  for the proble ms facing A l a s k a  today.

k _



The H o n o r a b l e  
T e r r y  G a r d i n e r -2- A p r i l  2 9 , 1975

Hence, I feel o b l i g e d  to s t r ongly  urge y o u  to i n t r o d u c e  the 
a m e n d m e n t s  b e l o w  d e l e t i n g  r e f e r e n c e  to " m a ximum rent e s t a b l i s h e d  
in H.C. S.S.B. 290:

A M E N D M E N T  1. Page 2, lines 7-8: d e l e t e  "inc luding m t  
n o t  l i m i t e d  to p r o v i s i o n  for the e s t a b l i s h m e n t  of m a x i m u m  rents"

A M E N D M E N T  2. Page 2, lines 27-28: r e p l a c e  "in excess of 
the m a x i m u m  r e n t  e s t a b l i s h e d  for the a c c o m o d a t i o n  by the 
A t t o r n e y  G e n e r a l  b y  r e g ulation," w i t h  "without  j u s t i f i c a t i o n  for 
an i n c r e a s e  as set out in r e g u l a t i o n s  p u r s u a n t  to this chapter,"

A M E N D M E N T  3. Page 3, lines 2-3: R e p l a c e  "increases in the 
m a x i m u m  r e n t  e s t a b l i s h e d  u n d e r  this s u b s e c t i o n  to a l l o w  for 
incre a s e s  in" w i t h  "rent increas es u n d e r  this s u b s e c t i o n  to 
a l l o w  for i n c r e a s e s  in r e a s o n a b l e  rate of return,"

Fu r th ermore, in that the D e p a r t m e n t  of C o m m e r c e  has had 
s u b s t a n t i a l  input into this program, I w o u l d  p r e f e r  that the 
s t a t u t o r y  a u t h o r i t y  for i m p l e m e n t a t i o n  of a n y  such p r o g r a m  
re m a i n  w i t h  t h a t  de~ rtment.

A n d  finally, I feel that the f o l l o w i n g  s e c t i o n s  of H.C.S.S.B. 290 
w i l l  be c o v e r e d  in the regula t i o n s  now b e i n g  p r e p a r e d  by the 
A t t o r n e y  G e n e r a l  in c o n j u n c t i o n  w i t h  the D e p a r t m e n t  of C o m merce  
and, therefore, s h ould be d e l e t e d  from the bill:

1. Sec. 34.06.042. Injun c t i v e  Relief;
2. Sec. 34.06.044. A c t i o n  for Damages;
3. Sec. 34.06.045. C e r t i f i c a t e  of Eviction.

It is u n f o r t u n a t e  that the . \ming of comple t i o n ,  p r e s e n t a t i o n  and 
s u b s e q u e n t  a p p r o v a l  of the r e n t - r e v i e w  p r o g r a m  by the most 
a f f e c t e d  areas (any many m e m b e r s  of the legislature) c o i n c i d e d  
w i t h  tne d i l i g e n t  w o r k  y o u  have p e r f o r m e d  and as such we did 
no t  have the o p p o r t u n i t y  to formal ly p r e s e n t  the p r o g r a m  to y o u r  
committe e. N e v ertheless,  I feel that an u n a m e n d e d  H.C.S.S.B. 290 
could d e t r a c t  f r o m  the p r o g r a m  as u n d e r s t o o d  and a p p r o v e d  by 
local c o m munities, that it is (unamended) a b r o a d  c o ntrol  
p r o g r a m  vice and individu al c a s e - b y - c a s e  a p p r o a c h  that we found 
a c c e p t a b l e  a n d  d e s i r a b l e  t h rough p u b l i c  hearings.

T h a n k  you for your consid*



REPLY MEMO State of Alaska
( M E S S A G E R E P L Y  )
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excessive delay, I think.
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s i g n e d  Bill Miles SI GN E D
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Original sponsor: Miller, Huber,
Ray and Butrovich

Offered: 4/26/75
Referred: Rules

IN THE SENATE BY THE JUDICIARY COMMITTEE

HOUSE CS FOR SENATE BILL NO. 290 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to rent regulation and control in

emergency situations; and providing for an effective 

date."

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

* Section 1. AS 34.06.020 is amended tc read:

Sec. 34.06.020. DECLARATION OF HOUSING EMERGENCY. (a) In accor­

dance with regulations promulgated undei sec.. 30 of this chapter, when 

the governor finds that emergency conditions exist with regard to resi­

dential rental housing, after public hearings in the area or areas 

affected, he may by written proclamation declare that a state of housing 

emergency exists. A housing emergency exists when the rate of vacancies 

in residential rental housing is so low that there is a substantial 

impairment of free choice in residential rental housing [OR WHEN TliE 

AVERAGE VACANCIES IN RESIDENTIAL HOUSING RENTALS FALLS BELOW THREE PER 

CENT IN THE AREA, OR AREAS, AFFECTED AND REMAINS BELOW THREE PER CENT 

FOR A PERIOD OF AT LEAST 90 DAYS]. The proclamation shall state the 

nature of the housing emergency, the area or areas affected, and shall 

be published generally through the state in the manner provided by law. 

When the state of emergency no longer exists, the governor shall issue a 

written proclamation stating this fact and publish it generally through­

out the state in the manner provided by law.

(b) After the governor Issues [ON ISSUING] a proclamation of a 

housing emergency, the attorney general [GOVERNOR] may invoke the pro­

visions of this chapter to regulate and control residential rents and 
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evictions in some parts or all of the state.

* Sec. 2. AS 3lJ.O6 . 0 3 0 is amended to read:

Sec. 3lJ.06.030. SCOPE OP EMERGENCY HOUSING REGULATIONS. Subject

to the Administrative Procedure Act (AS lJ'4.62), the attorney general

[COMMISSIONER OF COMMERCE], who is charged with the administration of

this chapter, shall promulgate regulations concerning the control of

residential rents. Ww>And 1 nft.hilt .nnf Unilted-h* provision for the estatj- 
i\ --------- ------ ---- ------------ - —

irishmen! and ad justment of maximum. rents. the classification of residen­

tial housing accommodations^ [AND] the regulation of evictions and the 

standards for Issuance of certificates of eviction.

* Sec. 3 . AS 3IJ.O6 is amended by adding a new section to read:

Sec. 311.06.036. INVESTIGATIONS, (a) The attorney general may 

make studies and conduct investigations and hearings wnen necessary for 

the enforcement of the provisions of this chapter.

(b) The attorney general may administer oaths and affirmations, 

and, when necessary, may issue subpoenas and order a person to appear 

and testify, or appear and produce documents, at any designated place.

If a person refuses to obey a subpoena served upon him by the attorney
0

general, the superior court of the Judicial district in which that 

person resides or transacts business may issue an order requiring him to 

appear and testify, produce documents, or both. Failure to obey an 

order of the superior court is punishable by the court as contempt.

* Sec. i|. AS 31* * 06 is amended by adding new sections to read:

Sec. 3iJ.O6 .Olll. PROHIBITIONS, (a) During a proclaimed housing 

emergency, regardless of any existing contract, lease or other agree­

ment, no person may demand or receive rent for a residential housing 

accommodation in excess of the maximum rent established for the accom­

modation by the attorney general by regulation, or to perform or omit to 

perfr"~ an act which violates this chapter or a regulation or order 

HCSSB 290 -2-

J '^tcHAA S#

0
-4MrW>U>'r\

Sel



issued under this chapter. ^However, the attorney general nay by regu­

lation permit increases in the maximum rent established under this 

subsection to allow for increases iiTjlocal property taxes, actual 

maintenance costs, or charges for utility services including but not 

limited to heat, water, electricity, natural gas, garbage or other sell a jj 

waste disposal services when supplied by the landlordTj

$

(b) During a proclaimed housing emergency, no person may remove or 

attempt to remove from a residential housing accommodation the tenant or 

occupant of the accommodation or refuse to renew the lease or agreement 

for the use of the accommodation because the tenant or occupant has 

taken or proposes to take action authorized by this chapter or a regu­

lation or order issued under it.

(c) During a proclaimed housing emergency no landlord or person 

acting on his behalf, with intent to cause a tenant to vacate, may 

engage in a course of conduct including but not limited to interruption 

or discontinuance of essential services which Interferes with or is 

intended to interfere with the quiet enjoyment of the tenant in his use 

or occupancy of a residential housing accommodation.

(d) No officer, employee, agent, or consultant of the department 

may disclose, other than in the course of his official duty under this 

chapter, information obtained under thin chapter or use any of that 

information for his personal benefit.

V  Sec. 3^.06.0-'l2. INJUNCTIVE RELIEF. When a person has engaged or 

is about to engage in acta or practices which constitute or will con­

stitute a violation of this chapter or a regulation or order issued 

under it, a tenant or the department may apply to the superior court in 

the Judicial district where the alleged violation has occurred or is 

about to occur for an order enjoining these acts or practices, or for an 

order enforcing compliance with this chapter or the regulations or
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orders issued under It, or for an order directing the landlord to 

correct the violation. Upon a showing that a person has engaged in or 

is about to engage in a violation a permanent injunction, temporary 

restraining order, or other appropriate order shall be granted without

bond.

Sec. 3U.06.043. CRIMINAL PENALTIES. A person who wilfully vio­

lates a provision of this chapter or a regulation or order issued under 

it is guilty of a misdemeanor and upon conviction is punishable by a 

Tine of not more than $2,500, or by imprisonment for not more than one

(Jl V y  H ju*

ACTION FOR DAMAGES. (a)' If a landlord violates 

a provision of this chapter or a regulation or order issued under it,, 

an aggrieved tenant, within one year from the date of the violation, may 

bring an action against the landlord for damages, except as provided in 

this section. In an action for damages the landlord is liable for 

reasonable attorney fees and costs as determined by the court, plus 

whichever of the following sums is the greater: (1) an amount not more

than three times the damages upon which the action is based, as the 

court in its discretion may determine; or (2) $100.

(b) If a landlord violates a provision of this chapter or a regu­

lation or order issued under it and the aggrieved tenant falls to insti­

tute an action under (a) of this section within 90 days from the date of

the violation, the department may bring an action under this section

within one year from the date of the violation, and for damages provided 

in (a) of this section. If the department brings the action, the 

tenant affected is barred from bringing an action for the sane viola­

tion, unless the action brought by the department has been dismissed 

without prejud.' le. If judgment is rendered in favor of the department, 

the department shall pay the affected tenant one-third of the recovery,

year, or by both.



■

r

i

exclusive of costs and attorney fees.

(c) A judgment in an action for damages under (a) or (b) of this 

section is a bar to recovery in any other action under this section 

against the same landlord for the same violation.

(d) A tenant who has vacated his residential housing accommodation 

because the landlord or person acting on his behalf intentionally 

engaged in a course of conduct, including but not limited to interrup­

tion or discontinuance of essential services, which interfered with the 

quiet enjoyment of the tenant in his use or occupancy of the residential 

housing accommodation, may within 90 days after vacating apply for a 

determination from the department that the housing accommodation was 

vacated as a result of that conduct, and may within one year after the 

determination bring an action against the landlord by reason of his 

misconduct under this subsection. In this action the landlord is liable 

to the tenant in an amount not more than three times the damages sus­

tained on account of the landlord's misconduct plus reasonable attorney 

fee3 and costc as determined by the court. In addition to any other 

damages the cost of removal and storage of property and any increase in 

rent is a lawful measure of damages.

^ Sec. 3^-06.0^5. CERTIFICATE OF EVICTION. During a proclaimed 

housing emergency the department, upon application by the landlord, 

shall issue a certificate of eviction if it finds that the reasons given 

by the landlord are reasonable and consistent with the purposes of this 

chapter. If after the department has granted a certificate of eviction 

allowing the landlord to pursue his legal remedies to acquire posses­

sion, the landlord evicts the tenant and permits use of the residential 

housing accommodation in any manner other than contemplated in the 

eviction certificate, unless good cause is Bhown, the landlord is liable 

to the tenant in an amount not more than three times the damages sus-
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tained on account of the removal plus reasonable attorney fees and costs 

as determined by the court. In addition to any other damage, the cost 

of removal and storage of property and any increase in rent is a lawful 

measure of damage.

* Sec. 5. AS 3^.06.050(1) is repealed, t

* Sed^ £7 7

* Sec. 7. AS 3*1.06.050 is amended by adding a new paragraph to read:

(*l) "essential services" means running water, hot water, 

heat, sanitary facilities, or the supply of other like services; and 

electricity and garbage or other solid waste disposal services when 

supplied by the landlord.

* Sec. 8. Section 3, ch. 128, SLA 197*1, is amended to read:

Sec. 3. This Act expires July 1, 1977 [1975].

* Sec. 9. This Act takes effect immediately in accordance with AS 01.10.-

jLaw-LCOMHfiBCgTT^
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L A W  O F F I C E S  O F

ALASKA LEGAL SERVICES CORPORATJOM
31 5  F I F T H  S T R E E T ,  S U I T E  Q 
J U N E A U .  A L A S K A  F 9 S O I

T e l e p h o n e  6425

M E M O R A N D U M  

TO: R e p r e s e n t a t i v e  T e r r y  G a r d iner

FROM: D o n a l d  E. Clocksin

RE: HCSSB 290 - Rent C o n t r o l

DATE: A pril 29, 1975

T h e  f o l l o w i n g  are p r o p o s e d  amendments  to the rent control bill 
to satisfy some of the c o n c e r n s  of the g o v erno r in his A p r i l  29 
l etter to you, and to e l i m i n a t e  u nne cessary c o n f u s i o n  and 
i n c o n s i s t e n c i e s  b e t w e e n  the gove rn o r ' s  pla n and the bill.

1. On p. 2, line 8, after "rents" insert "or rent increases"

E x p l a n a t i o n : This clarifies that the p r o g r a m  i m p l e m e n t e d  by
the g o v ernor could adopt either of the two alter n a t i v e  s y stems  
of rent c o ntrol - a c r o s s - t h e - b o a r d  rent m a x i m u m s  or i n d i v i d u a l l y  
a u t h o r i z e d  ren t increases. The governor's plan adopts the 
second alternative, b u t  the situation may r e quire more 
flexi b i l i t y  in the future.

2. On p. 2, line 27, a fter "rent" insert "or rent increases"

On p. 2, line 28, after "general" strike "by regulation"

E x p l a n a t i o n : Same as above. In addition, the d e lete d
la n g u a g e  w o u l d  not a l l o w  the a t t o r n ey-genera l to forbid 
a rent i n c r e a s e  in an o r d e r , as o p posed to an a c ross -the-  
b o a r d  regulation.

a •£ {ty
3. On p. 3, line 2, after "permit" insert "rent" and "increases" 

delete "in the m a x i m u m  r e n t  established"

E x p l a n a t i o n : Same as #1 above.

4. On p. 3, line 3, a fter "allow for" delete the remai n d e r
of the s e n t e n c e  and i nsert "certain jus tifiable cost i n c r e a s e s  
in a c c o r d a n c e  w i t h  r e g u l a t i o n s  adopted by the attorney general. "

E x p l a n a t i o n : The p r o p o s e d  regulations allow the p a s s - a l o n g
of costs and have i d e n t i f i e d  other j ustif iable costs n o t  
i n c l u d e d  in the bill. The change w ould allow the r e g u­
lations to specify w h a t  costs could be p ass ed along.



R e p r e s e n t a t i v e  T e r r y  G a r d i n e r -2- A p r i l  29, 1 9 7 5

5. On p. 3, line 26, s trike "a tenant" and i n sert "an a g g r i e v e d  
person"

E x p l a n a t i o n : This achie ves b a l a n c e  by r e c o g n i z i n g  that
e i t h e r  party can be injured.

6. On p. 4, line 1, strike "landlord" and insert " r e s p o n s i b l e  
person"

E x p l a n a t i o n : same

7. On p. 4, line 11 
On p. 4, line 14 
On p. 4, line 15
On p. 4, .line 20, after "landlord" insert "or tenant"

E x p l a n a t i o n : E ither la ndlord or tenant c ould h y p o t h e t i c a l l y
v i o l a t e  this chapter.

8. On p. 4, line 13 
On p. 4, line 21 
On p. 4, line 26
On p. 4, line 29, st rike "tenant" and insert "person" 

E x p l a n a t i o n : same

9. On p. 5, line 4, strike "landlord" and insert "person" 

E x p l a n a t i o n : same

DE C : m j b
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T O  I
1 Rep. T e r r y  Gardiner, Chairman 

H ouse J u d i c i a r y  Committee

D A T E

A pril 18, 1975

F R O A I j

Bill Miles j *
SUBJECT:

Rent Control
D e p a r t m e n t  of Comg^riltrce

A t t a c h e d  is the information on rent control you requested. 
A l t h o u g h  the file is not, b y  a n y  means, complete, it wi ll give 
you a fair idea of w h a t ' s  been c o m i n g  in. I p u r p o s e l y  left out 
m u c h  redu ndant material, i n t e r - depart ment memos and letter 
carbons b e c a u s e  the Xerox m a chine  threat ened a walk-out.

i w i s h  additional mate r i a l  or information, just give



E D I T O R I A L  P A G E

ailg OJimEB
R O B E R T  B. A T W O O D  
E d i to r  and  P u b l i s h e r

W IL L IA M  J .  T O B IN  C L IN T O N  T . A N D R E W S  J R .
A ssoc ia te  E d i t o r  M anag ing  E d i to r

A nd  G e n e ra l  M an ag e r

Page 4 / Wednesday, April 9,1975

Rent Gouging

SUREST WAY
ANCHORAGE IS in no pos it ion 

to s it ba ck  and  point a f in g e r  at 
F a i r b a n k s  when  it c om es  to a ccu s ­
a t ions  o f  ren t -g oug ing  as a r e s u l t  o f  
the p ipe l ine  boom . T h e r e  a r e  
m oun t ing  ind ica t ion s  tha t abuses 
a r e  o c c u r r in g  h e re  and som e  f o r ­
m a l no te  needs to be m ade  o f  the 
fac t  b e fo re  the  s itua t ion  gets com - 

. p le te ly  out o f  hand.
One e x am p le  to p ro ve  the po in t :
A f r ien d  o f  o u r s ,  a p a r tm en t  

^hopping last s u m m e r ,  found  a  two- 
bed room  unit ren t in g  f o r  $290 a 
mon th  — a re a s on ab le  enough 
f ig u re  fo r  a qu a l i t y  p iace  to live . By 
las t m on th , h ow eve r ,  re n ta ls  in the 
s am e  bu i ld ing  fo r  the  sam e  type 
un it w e re  up  to U ? 5 .  T h is  m on th  
the p r ice  ju m p e d  to $375.

T h a t ’ s an in c re a s e  o f  29.3 p e r  
cent o v e r  a n ine -m on th  pe r iod .

TO HE  S U R E ,  the l i fe  o f  a la n ­
d lo rd  is not a l l  g ra v y .  F in an c in g  
new homes  and new  a p a r tm en t  
bu i ld ings is an e xpen s ive  p ro p os i ­
t ion. R e a l  e s ta te  t a x e s  a re  on the  
r ise , and ch a rg e s  f o r  such se rv ic e s  
as sew ers  and  u t i l i t ie s  seem  to 
know  on ly  o n e  w ay  to go — and  
tha t's  up.

But th e re  is a l im i t  to r e a s on ab le  
and ju s t i f i e d  in c re a se s  to m ee t  re a l  
o r  an t ic ip a ted  tax  h ikes .

In  d e fen se  o f  sudden and ap p a r ­
en t ly  o u t rageou s  in c re a s e s  in ren ts , 
s om e  la n d lo rd s  say  th ey  a r e  fo rc ed  
to t a k e  such steps in o rd e r  to p r o ­
tect th e i r  in ve s tm en ts  f r om  the 
poss ib i l i ty  th a t  s t r in g en t  ren t  c on ­
t r o ls  m igh t Ikj imposed  by the  state,

TO CONTROLS
I f  r e n t  c o n t r o ls  c om e , th e y  

a rg u e ,  th e y  w i l l  be u n ab le  in  the 
fu t u r e  to  m ee t  in c re a sed  tax  a s ­
se s sm en ts  and to  set a s ide  s u f f i ­
c ien t fu nds to c o v e r  n e c e s s a ry  
upkeep  and m a in ten an c e .

THERE IS som e  m e r i t  to th is 
con c e rn ,  o f  cou rse . One  o f  the  e v i ls  
o f  a r t i f i c i a l l y  c on t ro l le d  r e n ts  and 
ren t  ce i l ing s  is th a t  the  re g u la t i o n s  
tend to d e va lu e  p ro p e r ty  and o v e r  
the  y e a r s  c re a te  s lum  cond it ion s .
. On the  o th e r  hand , o u t la n d ish  
and  a r b i t r a r y  r e n t  in c re a se s  m e r e ­
ly  to m a k e  a f in a n c ia l  k i l l i n g  c an  
h a rd ly  be condoned . And the  s u re s t  
w ay  to get in cen t iv e -s topp ing  c on ­
t r o ls  is to  p e rm i t  ren t  goug ing  on a 
r am p a n t  sc a le  w ith ou t  a n y  
p re s su re  o r  e f f o r t  to b r in g  abou t 
v o lu n ta r y  r e s t r a in t  on those  who  
w ou ld  ac t in an  u n s c ru p u lo u s  m a n ­
n e r  d u r in g  boom  pe r iod s  when  
hous ing  is in s h o r t  supp ly .

T h e r e  is a  h appy  m ed ium  tha t 
needs to  be s t ru c k .

I f  A nch o ra g e  is to a vo id  the  bad 
n am e  now  be ing g iven to  som e  o th ­
e r  c om m un it ie s  o f  the  s ta te ,  and  i f  
g o v e rnm en t  im posed  ren t  ce i l ing s  
a r e  to be avo ided , the bus iness  
c om m un i t y  — in its ow n  s e l f - in te r ­
es t  — is go ing to have  to  t a k e  s om e  
act ion .

T h e  G r e a t e r  A n c h o ra g e  C h a m ­
be r  o f  C om m e rc e  sh ou ld  lo ok  in to 
th is  m a t te r .  I t s  le ad e r sh ip  in a vo id ­
ing  wha t cou ld  become a c r i s is  
w ou ld  be a f e a t h e r  in its c ap  and  a 
p lu s -m a rk  f o r  th e  e n t i r e  c o m m u n i ­
ty.



■ £®g* a p a rtm e n t
B y l ’AMMILLSAP 

D a lly  NewsSlatf Writer 
When icachcr Kalhy Reid moved 

Inlo the two-bedroom unfurnished 
apartment she shares with another 
leacher In Valdez the rent was J M  a 
month, plus tax. That was in Decem­
ber.

On Jan. JO the two women were 
Informed that beginning March 1 the 
rent would be $520. plus lax. The 
reason? Rampant inflation which 
made II impossible to cover current 
expenses, maintenance, taxes and 
in su rance in income from the 
four-p lex, according to the owner — 
an Anchorageinvcstmenl firm  

ON MARCH JO Kathy and her 
roommate. Allison Pike, w ire loid 
the building had been sold. They also 
received a  nonce they were being 
evicted as o f May 1. They asked the 
new owners if they could stay in the 
apartment until the end of May when 
school gets out They were told they 
could If they allowed iwo other 

• tenants to move in with them, and if 
they paid a new re.it o f $1 60Oamon- 
■h.

" I  was outraged at the price 
increase and decided to stand up and 
p rotest," said Kathy In an interview 
with the Daily News Friday. “ We 
went lo  th' school board and they 
appointed one of the members tota lk 
with the new owners to see if they 
would allow a more reasonable renl 
until the end of the school lerm . The 
owners informed us Ihey would lei 
four teachers live in the apartment 
during the month of May only for 
THO"

The teachers cannot afford the 
8M0, so they plan to move tem­
pora rily  Into a trailer provided by 
lla rborv iew  Hospital Hut that won't 
solve (he problem of where ihey and 
a lot o f other Valder residents will 
livenextyea r 

“ IF  YOU ARF.NTiniobigmoney, 
and school teachers and others not 
employed by Ihe pipeline companies 
aren't, you can t afford the rents," 
said Kaihy. "The whole town Is 
upset, but nothing is being done to 
solve the problem "

According lo Valder City Manager 
Herb Lchfeldt, there is little that can 
be done, at least on ihe local level.

"T h e  renta l problem here is 
ab so lu te ly  a troc iou s ," he said 
Tuesday. "The people of Valder are 
very Irate about n The fact that 
there Isn’ t any housing available puls 
die existing housing in extremely 
high demand, and people a ll over 
town are  being evicted because they 
can't pay the high rents."

LEH FELDT  ADDED that apart­
ment owners won't have much 
trouble getting as much as $1,600 
a month for a small apartment.

I ’ -  /'/*►
: *•
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Kathy Reid

"They're nol talking about a fam ily 
moving in but luming the apartmen­
ts into a barracks o r dorm itory, he 
said " I f  Ihey put tw o guys in a room 
paying $250 or more each ihey can hit 
d.a:$i,6CK)lnahurry."

He said bolding more rent control 
hea rings in Valdez as recently 
proposed by the state won't solve the 
p rob lem . "They're only talking 
about rent gouging, nol providing the 
additional housing we need."he said 
"And I don't dunk anything will ever 
come o f rent gouging. it's loo touchy 
apo litica l problem ."

In the meantime, he expects as 
many as 600 tra ile rs and campers 
c a rry in g  transients looking for 
pipeline work to move into Valdez 
within the next two months. Accor­
dingly, the cily is asking the slate fo r 
$250,000 in impact funds to build a 
temporary camper park. And to help 
a llev ia te ihe high cosl of housing (or 
lo c a l residen ts , the c ity  has 
developed a number of tra ile r sites 
which arc being made at n lablc 10 
c ity  em p loyes and icachcrs at 
reasonable rents.

N E V E RT H ELESS , Superinten- 
dent o f Schools Herman Huichins ts 
still worried about finding housing 
for teachers next year. "W e had 21 
students register vesterday and 
today and a ll but one came from 
pipeline fam ilies."hos3id. "We have 
+1 teachers now and we re projecting 
61 fo r  nexi year, And not a ll Ihe new 
teachers will be able lo  afford 
tra ile rs  "  He said several construc­
tion companies had been buying 
aparlm en i buildings and converting 
them into places where their men can 
bunk " fo ra  m ghlortwo."

f >
w

Kathy Reid ’s Valdez apartment building.



Fairbanks hearing
ByJA N EPEN DER 

Our Fairbanks Correspondent
FA IRBANKS — Landlords and icnants squared off 

Tuesday night in a hearing on rent controls conducted by 
Commerce Commissioner Tony Motley.

One tenant said Ins apartment rent had been raised $250 
to $750 fo r a three-bedroom apartment. Another said rent 
(or his Ihree-bedroom unfurnished apartment is being 
raised to $525 from last J une's $375.

Ed Noonan, supervising a llom cy fo r Alaska Legal 
Services, said there has been a "ve ry significant increase" 
in landlord ienant cases, lie  said in some instances people 
just don't have the money and cited one individual who 
afte r rent increases found his rent cosl $12 more than his 
income.

Landlords on the other hand said they felt rent controls 
would be unfair. Some said Ihe only solulion was to build 
more houses Olhers mentioned higher cosis o f fuel, 
electric surcharge, increases in general labor, wafer 
treaiim-nl costs (up SO per cent). freight costs. The same 
men claimed garbage disposal was up six per cent and 
maintenance up 20 per cenl and laxes up 50 per cent i o  110 
percent.

O lhers talked about Ihe prospecl of a busi io follow the 
boom "ini mentioned the insecure economics of Fairbanks 
over the past few years as a reason Ihe "get n while they 
could."

Chamber ot Commerce general manager Wally Baer 
said, “ It is the opinion of the G reater Fairbanks Chamber 
of Commerce that the imposition of rent controls is nol the 
answer to Hie critical housing shortage." lie  said the 
chamber fe ll governmental action lo ensure immediate 
construction of additional rental housing would lie the best 
wa’ osiabilireilicm arket.

J U N E A U  (A P )  -  A 
d o u b le -d a m a g e s  c lau se  
applied to landlords who over­
charge on security deposits or 
p repa id  rent was rejected 
W ednesday by the State 
House.
-Reversing a T ucsday vote 22 

to 14, the House left intact the 
ability o f tenants to recover the 
actual amount of an over­
charge. Deposits and prepaid 
rent now are limited to the 
total oflwomonths'rent

K E TC H IKA N  Democrat 
Te rry Gardiner argued lha l a 
double assessment was needed 
lo  p revent landlords from 
deliberately gouging tenants 
ontho groundsllia l "ihcyltave 
noth lng lo lose."

Nine legislators, most of 
ihem saying a double penally 
was loo ’.'iff and not clearly 
defined, switched their voles.

The penalty clause was con­
tained In a bill requiring lan­
dlords lo  make an inventory of 
dam ages before a tenant 
moves In or be prohibited from 
collecting prepayments. The 
bill now goes lo Ihe Senate.

E a rlie r , Ihe House rejected 
19 lo  1C an amendment 
removing a penally clause 
leaving 'andlords liable lor 
twice Ihe amount of any over­
charges

"Y o u 're  nol helptnR the 
le n a n i ,"  said Hep. Leslie 
Swanson, a Ncnana Democrat 
who owns apartments hinwell. 
"The penally is going lo cause 
the landlord to raise ihe rent lo 
protect h im se lf"  and to 
recover possible attorneys' 
fees.

SPONSORED by Rep. Joe 
McKinnon. D-Anchoragc, and 
others, the bill was held lor 
additional debale.

The measure removing 
rcn l-c on tro i administration 
from Ihe department of com­
merce also extended the life of 
tho emergency law two years 
until mld-1977.

And, II deleted a clause

de a housing emergency 
i-day period when the 

. /  factor In a com- 
ir„ y  fa lls  below 3 per cenl. 
Tin remaining lest would be 
an adm inistrative decision 
lha l "there Is a substantial 
Impairment o l free choice" in 
selecting rental housing.

DEMOCRATIC Rep. Sieve 
Cowper saldhlsconstitucntsm 
Fairbanks would receive bel­
ter service If the attorney 
general's office assumed con­
trol of the law. The Depart­
ment of Commerce docs not 
have a fu ll-fledged office 
there.

O ilie r amendments were 
needed, he said, becauseihcro 
were no re liable statistics on 
vacancy rates in most com­
munities except Anchorage. 
The celling also might be 
Indefensible mcourt, he said.
"B e s id e s ."  Cowper said, 

"we cannot wall90daysio lind 
cut" if a 3-per-ccnl ratcexisis.

Commerce officials held a 
hearing la ic Tuesday in Fair­
banks lo  determine whether 
ihe law should heenlorced for 
the first lim e. Other hearings 
w e re  p la n n ed  la t e r  In 
Anchorage and Valder.



I  4-S;?6" ^  "| IV'?" - l l l J  | ^

- n L < a S O y  P J G ^ ' 3  ■=■ r a o n t 3 © d °

"A m c rk V x  F a r lh t * !  A u r /.i  D a i ly  A V u * p c //r r "

2 x  Pec Copy f a . 53AM s Alaska, »i :*»•: ssay. ma*ch » .  :»?i

it?/M o r e  v is w s  ©m une k o u a s iM  pr©£
i r

/*/■
Don’t believe all landlords

v r c  § e S t is s S f a t  o a
r e n t a l

D r v / l V  prvvkKiKly pdM lehod  reports  c.f rent 
go..**r.g In Faith .vtica u . j c o w r o d  L-. a  D aily News- 
M in er  su rv e y , r o o d  lam l lords  h ere  a re  facin g  
r is in g  cos ts  o f d o i -g  hu»tnrs* w ith  m inor in creases  
ar.d In son.* ca se s  .to In creases  

T h is  cou p led  w v h  a  pen din g d iv is io n  fa c in g  G ov 
J a y  H anir.iond  or. w:.«dh.cr to  s itu jJ U h  rer.l ccn - 
lrol>  adits :;p  to  eh Mer.ge te r  F atrban k san s to  so lvs  
I t s . j » ; : t  .* peob'.t .» r.« b « . '  tl ear.

Cf..'' ;u d or o f  C m n .e rco  M ar,.v,tor W o jly  LU*.c 
sa id  l.. lav tb e  c lu m b e r  is s ta r lin g  a su rvey  a m on g  
ren ters  and  1-r.dl rd* cdtke lo  ilt-Jermine the need 
fo r  rer.t t . ;tr©B and  to d is c o v e r  c\ a e tiv  w «t 
p ro 'd trr . s t a t u t e :  it.*.: r.r.d la n d lo rd s  a re  having.

A spok esm an  f. r the g o v e rn o r  • nd  le d a y  lhal 
• cm # fo rm  i f  rvnt c . n tm l is b c .n .; con r ld rrv d  but. 
s a id  H a m m on d  r - ;r .* «* n ia t lv e  h e r s , l .a rry  
H eir i-:ro rn . the g o v e rn o r  w ord*  co m m e n ts  from  
Faiftiar.k  tans to  r  • a m f .o  host he u|ll p roceed  on 
the m a ttv f if at s i .

T*.*» l .a  y N e w  v, r.cr tod a y  e o n ta c t id  several 
ap a rtm en t e om p l. % n a n a g cra  w h o  indicated  Ihey 
o r e  le a r y  o f  rer.t to n ir  Is b c c a u ie .  as o*»- put It. 
" w h a u  fa ir fo r  cr .--ow n er is j )• fa ir  lo r  a n o .h e r ."

ll> 'in :strom  aai.t *.V |:over;.or w ant* l o  knot* If 
res id en ts  th.nk feitt t ca t rots a rv  ju d d .c d . v.hal 
ip e t d . i  <>sa m ple*  perec-fk h a v e  io  ju stify  them , 
ar.d w tu t  fo rm  th e> w m t tho con tro ls  to s.iae 

T h e  c h a m b e r  t  •} « r  a  s u r -c y  o f  ex isting rental 
ra tes  ia tt w r t ’g  a. 1 d is c o v e r e d  that rer.ls in m o d  
U r g e  ertrr.pU11cs h .4W  r iv  n s llx h tly to r .n l at all.

A co m p a r iso n  o f  rep orted  re n ts ! rates betw een  
M a rch  c f  th a / e . . r  s i I April o f  last year, show ed 
inrr*.»«i-a fro m  a* !«•:.•* a* t p« r cen t tu as m uch  as 
g* p e r c e n t .

f 'P s n l.U a r  Apx* ir :«v .;s , r« 'p -v -*rtly  / -r sale,
re ce n tly  In creased  rents to p*-r cen t for  two- 
t e d i 'x .m  u i f ’jr m  h c t  a p a rtm e n t ’  w h im  t*til r o d  
ex istin g  tenants I 'M  and net* tenants about 1130 a
me-nth

A lth o u g i In crea se*  w e r e  not n e ce ssA iily  
u n ifo rm , it ap pea rs  that la n d lord s  are ra ising  their 
fe e s  to  c o ;., w ith  rising costs  fo r  heat and uiilltlss 
a n d  m ain ten an ce  ar.d ta x es . — i

N otable ex ce p tio n s  w here n o  in crea ses  o c cu rre d  /  
*  '.a n g  the y e a r  Included U levm s ap a ru n vn le . I 

> c h e r -»  C ourt. D u o n  a p a rtm en ts. N orU iw ard l

1 T**
n.

U..

^'//Scai,ce, high-priced housing ^  poses problems fo r m ilitary
B utld i:.,:, l /u lfy  A n il.). I'liMFUiot M anor. Sm ith 

- ^ ^ . . r t m o t s .  and som e  ur.lfr a lT a ju r u  V illage.
A sa m p lin g  » ito * i ri in cn  aeee  fo r  t a o  bedroom  

fu n u  died .ipartm etiU  at Amt>.Dk<«ador. S3 p er  cen t; 
Holl.Mnc 1 -tke. 10 per  c i  r.t. F. P  (tcn u ii* . 13 per  cent 
fo r  li jfu r n h h e d ; F a m ie tv  M a n or. ! : ' p. r ren t; 
G o! i! : 'i t , «  p e r  r.-n t: G li-.m ood  M ar.or. 10 p er  cen t: 
ar.d !d lo u u .:> p *  r e n t .
- T h e m n iv ^ iT  of the A n tL '.vsador, w h o asked  net 
t c h e  u len tlfa  <1. a .d . " I  d on 't  i.tir.k rent r o n fr o liu re  
n ecvsitry  in o u r  ca re . 1 d on 't  u n derstan d  how Uioy 
c a U d .it t k c  ii a fa ir  d e a l n il nrnuntl.

1 don  1 think o th er  o w n e rs  are  ch arg in g  
ou tra geou s  p r ices , e s p e c ia lly  fo r  n "w  apartm ents. 
T h e y 'v e  got to  ch a rg e  I l;;l p r ice  •• In co m e  out on 
th en , due toh t*h cr«d < d  liuH dingund furnishing- 

"V  >ur ia ft  |. .p* r  w ent fro m  lu  to  t i  cent-, in 13 
year* T h a t 's  a b ig g e r  m c r e a jo  than w e 'v s  h a d ."  
the m a n a g er  said  

The m a n a p rr  said  e lre o  l e v  A m ha*»*ftdor rents 
have  been  ra ised  from  l i f t  lo  t .W  for  a  one- 
b e d room  u n fu n d ih sd  i.p artm en t. and from  I2?3 to 
$3k0 fo r  a  i ne bedror.m  fu rn ish ed .

The A m b  i. *ador prop* u y  is  as*es& td at f  700,000. 
" s o  w e p a y  u p r .'t ly  g iv d  hunk In l a s c i . "  ths 
m a n a g e r  »..hl 

!■  ;t,,t w ho ow n s Itail.tine l-ik .- apart*
n .en ts  an a  i» b iu ir.ras c fu c e  m a n a g e r  fur ihe D aily 
N vw s-M iner. said  she a g re e s  th ere  is sorr.o p r .es  
gou g in g  g o in g  or. but. ' p r ices  fo r  every th in g  o rs  
g o in g  up M aybe rent co n tro 's  u re n c c r u r y .  but I 
ca n 't  rea lly  say I fa v o r  any typ e  o f  con tro ls  Y ou 
h ave  to k eep  in m ind the high h u d cin g  costs  now  as 
w all as  Interest rates "

fiie  U M H .Q R IU . /**v 3)

B y C A N r^ \ a :K !M K E R  
•Itaff W riter 

M aintaining H its o f  a va ila b le  housing 
•or n e w co m e rs  in  P 'alrbanks Is an e x e rc ise  in 
fu tr .'ty . o ffic ia ls  at tbs  rch o o l d istr ict and  two 
m ilita ry  rcM 'rvntlons rejH'r t.

"V .e  tell m ilita ry  fa m ilies  Ih cre  Is n o  civ ilian  
h ou sin g  a v a ila b le  h ir e  "  M a j -  S Vlrcer.C. fam ily  
nov. itn-: m a n a g e r  at Ft. W atnw rinnt, aa ld . "W c  
h a v e  nothing H ated ." M rs . J erry  A ndrew s, 
m a n a g e r  at K iel son  A ir F o r c e  B a se . >ald.

It.i*h n t ll  try  to  hnd hoii)«lhr In tho com m u n ity  
and  both  a r c  having a lm ost n o  nueccs:. V inrent 
K il l "W e  m ain ta in  n list but hou sin g I* a lm ost non* 
existent i.rd  Ihe p im e s  a re  nut o l  e ig h t ."

"W li.«t w e  hud ou r people * - n 't  a f fo r d .' '  Vincent 
.aid  "Y o u  klinw M4 w ell a s  I d o  what A<>*»ka Is 

p ity ing far h o u s in g ."  V incent ra id  In refrC cn ce  to 
h ig h  o ffe rs  by  A lyesk a I 'ip o ltn o  S erv ice  C om pan y 
to  h o d  housing fo r  em p loyes .

O f six fa m ilies  that a rr iv e d  in ihe first w eek in 
D e ce m b e r , V in cen t said on e fo» - d  a one hedrnum 
ap artm en t fur 1 X 0  a  m onth. " A n  K  i  ca n 't  ntlurd 
th ..t kind id r e n t ."  he said.

V in cen t satd ne heard  o f  a raptnln  w ho w as 
lo ck in g  and  fin a lly  found a  threo b id r o jm  
icu .'.e...w i,.h an  f*«X) a m onth  p r ice  tag. " I ’ m  sura 

h o d .d n 't tu k e  i t . "  he said.
T n e  hbusing cru n ch  Is a p pa ren tly  m ost cr itica l at 

F t. 'V alr.w rtght. V incent sa id  ho hud rauuests for  
housing tor  about 73 ind iv idu a ls  ar.d fu inihc* 
T lto ie  w a d in g  a re  ja m m e d  into transient living 
q u a rters  w hich  V incent d e scr ib e d  a s  " lik e  a hotel 
ro o m  but not us n ic e ."

"b o rn e  fa m ilies  have been  liv in g  there so  long

. j—  ... c:

that it nas becom e a  ftn..r.cial b u rd en .”  r e  said . 
O ne fa m ily  ha* been In Ihe c ra m p e d  qu arters  for  
Uiree ar.d a  half m onths Aithceigfi 73 quarters - r e  
req u ested . V incent es tim a ted  he w ould p u c e  
"m a y b e  10-13 quarter* "

T h e c r t j i j  wa* fo res -«  n la .d  fa ll but h. ir r .g  
d id n 't  lite ra lly  dry up ur.’.il just b e fo re  C h r .a tm n . 
he w ld  V ineent sai.1 the t m e  w as  hurt b y  a  m ove  
w ithin  the D cfer .io  D epartm etU  to  stoa  mo\Lrg 
p eoph - f io m  p u it to post m  o r d - r  Jo s a w  m on ey  a  
fre e ze  on  such trar.ofers i f  S v h u .-le d  to  go  in e ffe ct  
f io m  A pril to July- 

Str.ce no on o is belr.p trar.s ferred . no ba te  
h ou sin g I* opening up. • U sually w e cou ld  send 
p. e p le  dow ntow n fo r  reli« f l iu in a t  r o w  "

K ie l ..m  lias b «cn  spa red  iro m  ihe hzus'.rg 
sh o rta g e  by  se lectiv e ly  a p prov in g  *nd %:•* «p- 
p ro v in g  requ esls  by  serv lev n ien  lo  brin g  their 
fa m ilies  w ith  them . A ndrew s sa id . T h e s e r v it i : :u n  
m ust find  housing b e fo re  a tra n s fer  o f his fam ily .» 
a p p rov ed .

A bout i t  fam ilies  are  now liv in g  in trar.*.'ent 
hnusing at K iel*on A ndrew s sa id  th ey w ou ld  be 
house rt w ithtr a" days. T h ere  s* sufllcler*. b a ch e lor  
hu u sin gat the burs.

T h e sch ool district do. <n'l m aintain  d s  housing 
tu t (o r  n s v  lea ch crs  i r o n  o 'H 'K i#  until lute.- ;n  ths 
su m m er. But J i.l*  D u rrw i.ch tcr . d ire cto r  o f  p e r ­
son n el. u  anticipating " g r a v e  d ifficu ltie s  "

"W ith  ths r e te r ic d  s ta tistics  o l m ost o f  the 
te a ch e rs  be in g h lrsd  within in s  co m m u n ity ."  he 
sa id  tho p rob lem  w ill be lim ited  to  p la c in g  20 lo  23 
tea ch ers  and  their fam ilies  

H.O. W illiam *, p resident u f the FaL*banks 
»See bCAHCL At*c 3j

c .
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jo  Itn in rt 
.at ihe home 

... ovules lh :n  the 
. sha ll be Ihe Judge o l 

:ucalio!is o f Its members, 
c.in apply on ly atb-r an 
The council, therefore, 

-haul authority to Ulvc a 
Tion de lerm m alion o l Ihe 
lions o f city council 

ic s . ‘
upreme court explained 
city c le rk  was the proper 
lo  determine if the can- 
were qualified. In this 

* c le rk  had accepted Ihe 
y  the two candidates, 
-upreme court explained 
that the proper way to 

iec the c ity  c le rk 's  
nation would he 'or a 
r  o f the electorate lo  file 
a r.st ihe city c le rk  io 

rem ova l o l the can- 
names from  the ba llo l. 

tse o f Jenkir.s' deal h since 
(inning o f Ihe su il. tr.e 
e court ordered a new 
. on ly (o r the scat sought 
:r .
cipatlng In ihe decision 
Justice Boochcver were 

s Jay  A. RabSiMWiUj 
lonnor, Robert E rw  in and 
M Fitzgerald

Ith service 

iiing Friday

olic meeting on sta le wide 
s -rvicc boundaries will be 
t iday at 7 :HO p m in the 
ulonal Inn In Anchorage. 
r.I.-sioner c f h ea lth  and 
f er-..ce». D r. Francm e 

r s  w ill address the opening 
c .n lna r F riday morning, 
c meeting, the governor's 
I ta tk  fo rc e  on im ­
itation of Ihe new- act will 
sent Comn eni» /ram  the 
w ill be solicited, 
o r d ln g  l o  f e d e r a l  
Hons, A laska is eligib le («r 
me health service area 
ig **,e or,tire slate , The 
lean'll plan w ill replace 
chensivo Health Planning, 
i l l  M edical and H ill- 
p rogram s by loca l health

yi-.ir il llii-y o re  Midi- 'id p ro I,NT 
their own trnnsjiorta lliin . They 
must request to rem.t' : M iheir 
present school before / ,  ^*15.

S m ith  s a id  m a jo r  con ­
s id e ra tion s  in dividing, a t­
tend.-,nee areas included keeping 
as many students In their present 
schoo l as possib le, p lacing  
students in schools nearest their

" i* i.
“  , .tiierr-n./.ir.mo u.t,.,. „ -r..rr— o
Hunt Hoad, t'U'-tiniaii Kxlcnsinn, 
the east side o l l'egcr Itoad and 
F t. Walnw right will also attend
East.

West students will come from  
G o ld s lr e a in ,  Sheep C re e k , 
Murphy Dame t'ankovich Road. 
M ille r l l i l l ,  Uallaino Lake Road, 
I-'armers l oop from  McGrath

   rw-w.nr*

tl u lli ll d lilgp itlie i|i.,ls .
B,- ' f  members didn't com- 

n i ,  . . .  Icnglli on the proposed 
d vi-nvi. Member Jim  Movms 
s i id  any deeisinn would have lo  
be final and asked that Uic vote 
b - postponed until the next 
li.ee .mg
. The board voted unanimou-'v

U ilh rnp . Assistant Principal of 
"  •st Robert I). Cepe will >  
principal a l North Po le ar.u a 
Skagway teacher Gordon C. Tope 
w ill he assistant principal at 
North Pu le .

Also approved at the meeting 
were nnir.es chosen by a board 
committee for ihe new schools in

—re  r  s  i■ , , ....... ..____
ruslnng lo  lake gradaale sludlesl' 

She s jit l Ihe board should have 
a way Io make sure the leachers 
weren't taking pipeline jobs lo r a 
yea r instead o l studying fulltime. 
Mendenhall said she didn't think 
the district should guar» dee jobs 
lo  those who quit to ta.:c pipeline 
work.

S C A R C E ...

(Continued from  /irge I )
E d u c a t i o n  A s s o c ia t io n , s a i i i  l ie  e x p e c t . ;  t u r n o v e r  to  
b o  h i g h e r  th is  y e a r  th a n  n o rm a l  a s  t e a c h e r s  h e re  
t a k e  h ig h e r  p a y in g  p ip e l in e  jo b s .

A d d re s s in g  th o  s c h o o l b o a r d  T u e s d a y , l ie  a s k e d , 
"H ow - c a n  w e  a s k  n ew  t e a c h e r s  t o  c o m e  am ' l iv e  
h e r e  w ith  n o  h o u s in g  a v a i l a b l e ? "  C a l l i n g  F a i r ­
b a n k s  a  ' ' la n d lo r d  a n d  r e a l  e s t a t e  a g e n t  p a r a d i s e , "  
h e  s a id  th a t  th e  q u a l i t y  o f  e d u c a t io n  w o u ld .s u f fe r  I f  
s u f f ic c n t  h o u s in g  c a n ' t  b e  fo u n d  f o r  n e e d e d  
t e a c h e r s .

H e  a s k e d  th e  b o a r d  to  w o r k  w ith  o t h e r  g o v e r n ­
m e n t a l  b o d ie s  t o  s o lv e  th e  p r o b le m .

“ I t ' s  g o in g  to  b e  s u p e r  d i f f i c u lt .  I n  m y  14 y e a r s  
h e r e ,  I ' v e  n e v e r  s e e n  h o u s in g  a s  c r i t i c a l  a s  I t  is  
n o w ."  D u r t w i c h t e r s a ld .  " W e ' v e  a lw a y s  b e e n  a b le  
t o  t a k e c a r e  o f  o u r  p e o p le .  L a s t  f a l l ,  o n ly  tw o  o f  25  
p e o p le  e n c o u n te re d  lo n g  d e l a y s . "

D u r rw n e h t e r  c la im s  t e a c h e r s  h a v e  a n  a d v a n ta g e  
o v e r  o lh e r s  c o m p e t in g  f o r  s h e l t e r .  " I t  w i l l  be 
t e a c h e r  a s s is t in g  t e a c h e r s .  M a n y  t e a c h e r s  d o  ow n  
r e n t a ls  a n d  th e y  w i l l  o f t e n  c a l l  a n d  p la c e  
o p e n in g s , "  h e  s a id .

H o  s a id  m a n y  la n d lo r d s  p r e f e r  to  r o n l  to  te a c h e r s  
b e c a u s e  th e y  h a v e  a  s t e a d y  In c o m e  a n d  a r e n ' t  a s  
I t i n e r a n t  a s  p ip e l in e  w o r k e r s .

T h e  s i t u a t io n  w ith  r e n t a l  s h o r t a g e s  h a s  c a u s e d  a  
s h i l l  h i b u y in g  a n d  r e n t in g  s t a t i s t ic s  a m o n g  
t e a c h e r s .  " F a r  m o re  a r e  g o in g  o u t  a n d  b u y in g  a  
t r a i l e r  o r  h o u s e . W h en  ln r j ; o  n u m b e r s  w e re  h i r e d  
f r o m  o u ts id e ,  8 0  p e r  c e n t r e n t e d .  N o w  I  th in k  It Is 
6C -40 . "  I le  s a id  CO p e r  c e n t  a r e  r e n t in g

H e  s a id  le a c h e r s  w h o  b u y  a n d  s e l l  t h e i r  h o u s e  a  
y e a r  l a t e r  a t  tt ie  e n d  o f  t h e i r  c o n t r a c t  a r e n ' t  lo s in g  
m o n e y .  S e v e r a l  t e a c h e r s  w e re  a m a z e d  l o  f in d  t lio  
v a lu e  o f  t h e i r  h o u s e  In c r e a s e d  th re o  t o  f o u r  
th o u s a n d  d o l la r s  In  Ih e  s h o r t  t im e .

D u r rw a c h t o r  s a id  Ih e  d i s t r i c t  I s n ' t  d o in g  
a n y th in g  a b o u t  s e c u r in g  c o m m i tm e n t s  f o r  h o u s in g . 
Hu . a d d e d  " N o b o d y  s e e m s  t o o  in t e r e s t e d "  tn  l i s t in g  
a v a i l a b le  u n i t s .

<?,
o itk Vietnamese abandon
s o r t h  T r i  p r o v ir ?

o  if.c

SAIGON f A P I— A Nurth 
Vietnamese troop buildup was 
r  *ji,rt,-i1 in Souih Vietnam's 
ru rth em  provinces Itrlay . and 
l  -.c’.isa ids o f ftiglitcncd civilians 
t r e  k ini;southward 

Foreign re lie f workers said 
iioul i do.Coo refugees had 

itoth'Ctod in Hue, Ihe form er 
I n p rria l capital .VI m iles north of
I in Nang. They fled from  llgh llng
I I Qucmg T ri province, jusl below 
I it-North Vietnamese border

h i. Col Le Trung lllo n , the 
I ov-jrnmcnt's chief m ilitary 
i puhe-.man, said there are five 
Nurth Vietnamese divisions, o r 
,- lie n  30,000 troops, in the nor- 
I w in  part ot ihe country Ho said
I I I per eeiil of them are in ihe 
ijuanp Tri-Hue area, where there 
I as In on heavy lighting (or more 
la a n l'v o  weeks.

llten  said Hue Is threatened by 
.it least two divisions, Including 
one that moved into the region 
ci ni ly .
>‘ e n u ll lie, iilile laU  of (he 

Hmith Vletni.inese m inistry of 
,,’ic al welfare said they expect as 
nr. ly as C iO.wm refugees Iroin 
lie three Central Highlands 
irm - ln .c ro l I’ leiku, KnnlUlTt and 
'.)ai Inc which Ihe government is 
il.. iu o:it!i|i to Ihe Nurth Viet- 
i „ .  ic>c and Viet Cong.

V’ l lh  Ihe main highways lo  Ihe 
coast cut. Ihe stvnnil ileelng (ruin 
die highlands ilro lch ed  oul (rum 
HU-ik.it southward along Highway 
'II, heading fo r liic coastal city of 
T u y llo a .

I appeared lha l most of th en  
would not reach the safety o f Use

lO

coastal lowlands fa r three or four 
rnorcdays.

An exodus also was reported 
under way from  D a la i, NO miles 
northeast o f Saigon m Ilia lower 
centra l highlands. I I  Is outside 
the three provinces the govern­
ment is giving up. but its highway 
to Saigon has been cut by North 
Vietnamese and Viet Cong a t­
tacks on Dinh (Juan, a district 
capital 75 miles northeast o f 
Saigon

The government reported more

L A N D L O R D S ...

(Cottinued from page I)
The manager a l Mnore Creek 

apartments reported a rent In- 
ci ease o l $2S In the past year. 
Two bedroom apartments there 
including u tilities cost $293 
monthly The manager said there 
arc 30 person ; or. Ilio  waging lls l 
la  move In.

A tenant at Mldtow-n apart­
ments, where rents Increased 
more Ilian ,:i per cent in a yem . 
said Hie real was loo  high fo r Ihe 
apn iliiie iifso f foied.

Alien lir ln kc r, manager fo r 
Sparkman and McLean's com ­
plex on Geisl Ho.id, said the 
eum lcx Is Mill below liic m arket 
ra te lo r  mere,me* while heating 
costs have gone up as much as GO 
per cent over last year.

" I  Hunk II would bo a wonderful 
Idea (ren t con tro l),"  she said. I 
can see how sumc peop le 
recognize that with no vacancies

Commur.n: attacks on Linn tjuan 
as well as on Horn Due and Gia 
Ray, two other district capitals 
south o f Dinh (Juan The Saigon 
command ,-aul nearly 200 shells 
were tired in io llo a l Due.

In Cambodia, aboul 1.000 
militant university students held 
9 lour-hour ra lly  on the ir campus 
in Phnom Penh urging Ihe U.S. 
Congress lo  cut o i l  aid ;o the 
Cambodian government and 
demanding that President Long 
Nol resign

In town they can charge what 
they want I'd rtdhcr keep o n : 
tenants than run them o i l by 
ra ising the re n t '"

B a r b a r a  D o n a t h a n  o f  
Sprucewond Manor repo rted  
their rents had gone up 520 in ihe 
last ye a r because the bank 
"ra ised  Us Interest rate on us so 
we were forced to that. I Imagine 
there w ill be another rent in­
crease lilt*  summer because the 
m anager is going lo  make some 
repairs.

B a rb a ra  M orris of Tanana 
V illage sMd. "ren t is getting ou! 
o f control but i .m here because 
we're nol that way. Compared lo 
what I see In Ihe paper people do 
need some soi I o f protection.

"The re  Is such demand and no 
availab ility , they're asking high
firlccs and gelling them. I'm  
caving at Hie end of the month.
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s ite s I
B y  SUZANNE BUSHONG 

F am ily  Ed ito r 
Although testimony wandered 

Jiro  jpti topics ranging from  • In id 
ra re  to-the State Office on Aging, 
inpact hearings in Fairbanks 
Saturday turned out to be a (01 urn 
>n the housing crunch'.

And though a tew solutions to 
F a irbanks ’ housing shoi lag c  
were offe red , the two leg is la tors 
conducting Ihe hearings w ill lake  
m o r e  c o m p la i n t s  t h a n  
suggestions back to Juneau 

S U ! :. Sen. Pat J ( o d y .o l  At 
chorage summed up the feelings 
o f many o f those testifying: "Th is 
Impact Is coming from  Ihe oil 
com pan ies ,. not the pipeline 
workers. They have brought us 
In flation on lop o l in lla lion and 
they rhoulu bear that cost as part 
o l the cost ot doing business, t to  
must reduce the bUrden on the 
average A laskan who Is paying

the way (Or Standard O il and 
P ."
R ody  and C h a r le s  P a r r ,  

representative from  Fairbanks, 
were conducting Ihe hearing to 
g a th e r , in fo rm a tion  lo r  the 
leg is la tu re on t li -  impact ot 
pipeline constructs . on low and 
tixcd income persons. They also 
w ere look ing  fo r residents' 
opinions on ren l control.

" t  Ih rce solutions suggested 
were installation of ra ilroad  
sloepin,; ca rs in Ihe lown, erec­
tion o f severa l sm a ll units fo r 
irons a l the 33 M ile Sen ior Citizen 
Center and development o l parks 
(o r m obile and m odular homes.

D o ris  South,ill, who ha< been 
Instrumental in gelling ihe senior 
citizen high nee p rojec t started, 
suggested that .he city look into 
stationing ra ilroad  ca rs  around 
tuwn fu r Icmpo'rarv housing this 
sum mer. She said the Canadian

ra ilro ad  has seve ra l ca rs  to lease 
o r  se ll to the str.tc, which could be 
used In Fa irbanks Ihe way 
ra ilro a d  c a rs  a re  used fo r 
housing at M cK in le y  P a rk . 
Borough Mayor John Carlson 
said it would be difficu lt lo  find a 
place to put the ca rs , however, 
since the A laska R a ilro ad  has 
plans lo  develop ihe ra il road area  
lo r  industry In the nea r fu tu re .

Joe Stcinard , a m ember o f the 
S en io r C itite n s  o f In te r io r  
A laska, said the organization has 
land a l the 33 M ile Center anu 
about I.boo logs which could be 
used to  construe! housing l ie  
suggested the group look fo r 
assistance in Ihe way of federal 
and sta le  matching funds tu put 
up severa l sm a ll un,is on the 
p rope rly  The units would he only 
(n r sleeping, with t  u tility  
building lo r  laundry ndsliow ers

and meals provided at the main 
center.

P e r r y  S t o o p  t o ld  th e  
le g is la to rs  mobile and modular 
units were ihe on ly answ er fo r a 
tem porary increase In housing. 
B ill he said utilities would nave to 
be provided by the c .ty before 
any sile s could be developed fo r 
Ihe unit*.

O lder persons were one o f the 
m ain concerns o f Ihe hearing, 
and m any testified Individually 
and as m embers of senior citizen 
groups.

M a r jo rie  l.ockwood said she 
was finding it impossible to 
locate a  p lace lo  liv e  She is 
m oving out ot tier la r „ o  home, 
which she no longer . . .n  main- 
la in , she said, and is looking for 
an apa rlm ent sne s j .j  she sa* 
one p lace to r $.’30 a  month, "but 
you would have to pay m e $330 a 
month to live in It ."  She noted

npacti
JjL

that severa l nice aparlm ent 
complexes In town have kepi 
the ir ra le s reasonab ly " I f  one 
can  do It, I can't understand why 
the others gel such aw lu l p r ic e s "

Sue O lia ln , director ot the 
N orth S lu r Council on Aging, 
testified that there are to  elderly
liic  Golden Age A parhnvnh on 

Ninth Avenue Thai conijflex hak 
30 un ll$. She a b o  noled .lh lil there 
a re  m any persons in C ar -age 
North who don'l need nursing 
co re , but can'l be released 
because there I I no p lace (or 
them to go. " I I  cosls the slate 
fooo a month to keep thorn IJicro 
and 1 don't think Ina l's  a good 
way tor our lax money lo  be 
spen t," she said.

There arc persons taking up 
residence at Ihe Salvation Army 
and Rescue Mission as well, 
O ha la  said, preventing these 
agencies from  providing Ihe 
emergency rebe l services Ihey 
arc  designed lo  provide.

Rut retired persons aren't Hie 
on ly  ones on lixod income who 
a rc  suffering from  the housing 
crunch Testimony a lso was 
received  from  many young 
people, Including a teacher, a 
bprough employe and a federal 
employe.

I 'a t  J o h n so n , a fe d e r a l 
gov'crnuu-nl employe, said she 
has lived In Alaska all her life and 
In Fairbanks Ihe last live years 
and doesn't w ant to move. She is. 
however, faced with finding an 
apartm ent because the building

D a ily  News M iner, Fairbanks A laska, M onday, M arch J4, 1 9 /5 -J

h e a r in g s
In which she resides is being 
demolished lo  make way lo r the 
S leese Bypass She said she had 
been trying lo  save money to buy 
her own home, "hut I ra n  t save 
anym ore . I just cant a ffo rd  to ." 
She said allhough inflation on 
food and .,tm-r llcm s is causing 
prob lem s, rent n  the biggest 
cause. Johnson said she has I, -i 
lo o k in g  lo r  hOhslng s ince 
i io lllle a lion  from  the Highway 
U rp a r ln u b l, and hast) I had any 
luck yet.

Rody rgicslinod her about 
t ra ile rs , and she sold she would 
liv e  In one il she had In. hut 
p re fe rred  apartments to tra ile r 
pa ik s . I ’ a r r  pomled nul that 
m any bonks have been reluctant 
to loan money for eunslruciion of 
t ra i le r  courts, and Carlson said 
there a re  nol enough tra ile rs 
coining Inin lown lo  m rc l Die 
demand anyway " I I  someone 
could -gel tin) mobile homes in 
here tomorrow  lie would sell 
them a l l ,"  Ihe mayor said.

I'a t Rutledge, a borough em ­
ploye, said she may,have lo  leave 
Fairbanks It she rei e lves another 
rent Increase " I  h aw  lived here 
13 years , I have worked lit this 
a rea  and spent my money here I 
resent this tltualion . I consider 
Fa irbanks my home and I am 
being driven o u t "

Itu lledgc said she dues m l 
think her laud liirifls  gouging, and 
until the Increases have been 
reasonable and over a reasonable 
|H-| Old o l lim e , liul Inyc sa la ry  lias

not gone up accordingly, She said 
ha lt o l her pay goes toward ren l 
and utilities "The re  is a lot o l 
money in lown and I don’ t balme 
ihe people who own apartment* 
They could make a lot more 

. E veryone say* il you ra n t  make 
II in Fa irbanks go work on Ihe 
pipeline, but I don't think D ial's 
an answ er," sf".-said.

Itu lledgc . like many ot those 
testify ing, fe ll the |>ormnnont 
residents o f Fa irbanks with 
stab le jobs Were Die. ones suf­
fering mosj from  the impact of 
p i|ic llnc construction. and the 
Ones who arc  being forced to 
m ove out. but ihe  dl n't know 
what the sto le could do 

One suggestion has been rent 
con tro ls , nul Marin G rassi. a 
land lo rd here , told the legislators 
lh a l would be a m istake lie  said 
II ren l contro ls were instituted, 
land lo rds would ra ise rents lo  Ihe 
m axim um  in ordei lo  inssure 
income lo r  Ihe duration of Ihe 
con tro ls , o th e r problems lan ­
d lo rd s .face, -he said, a rc - in -  
e re  is l*(f cos ls dm! Ih e .r isk s  ln_ 
any new construction liortf **l” 
was thinking o l building, hut I 
wnri't-now will) Ihe possibility o l 
rent con tro ls ," he said 

O the r Ic s lu n u n y  Inc luded 
sta tcm en ls about lack of cluld 
c a re  (u r i l l l le s ^  In c re a se . In 
Juvenile delinquency, high food 
prices, high luel cosls. and luring 
o l ou t-o f-s ta le  persons nver 
A laskan residents fo r pipeline 
Jobs.
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Housing Hearings 
Slated Here

G ove rn o r  Jay .Hammond indicated this week that__hju juid 
ordcrccl~tl)aT~publTc hearings be held TnTa irb anks ,  Anchorage , and 

"Valclcz"To~tle t or.nine whether residents feel there is a need f o r  im po ­
sition o f  rent contro ls .

Commissioner o f  Commerce T on y  Motley  wil l chair the meet­
ings which are to be he ld in the next two weeks.

" I  am concerned abou t the p rob lems facing residents o f  c om ­
munities impacted by pipeline construction activities. I want to  do 
what is possible to help but at the same time I do not want to  force 
state decisions on loca l residents where they are no t  desired.”

“ T o  date I ’ve received no request fo r  consideration o f  rent 
con tro ls  from  the loca l governmenta l leaders o f  those cities.

“ I am , there fore , sending letters to  them asking they respond 
with the ir  comments and recommendations . Requests fo r  state 
action have a lready come f rom  some loca l residents, f r om  Fairbanks 
legis lators, and 1 am aware o f  news reports  on  the renta l s ituation.

“ Commissioner Motley  is organizing the public meetings at 
this time. He wil l seek public input to determ ine whether rent con ­
tro ls shou ld be .imposed .”

The pipeline activity continues to  escalate each week as does 
pipeline impact. And the housing crunch which began .last y ea r  and 
p rovided the pressure f o r  t l f l r p a ssagc o f  the'Trent c on t ro l  measure 
j.) the dy ing days o f  the last legislatu re  cont inues^ to Intensi f y .

The ndverl isemenis seeking housing are getting more and more 
desperate, with some making pleas f o r  housing f o r  the sake o f  
child ren remaining in schoo l , et'cetera.

Loca l governmenta l leaders have no t  made it a po in t l o  call 
fo r  rent con t ro l .  One reason is .that there are. twp groups, o f  const i­
tuents, (l ie landlords and the tenants. The land lo rds want to  increase 
r e n t r t o  cover climbing Foster '  ""
“  Some Chamber o f  'Commerce peop le  are concerned that rent 
con tro l might put a damper on  construct ion o f  more housing this 
summer. The Chamber has asked input f r o m  both tenants and land ­
lo rds and f o r  a while the chamber indicated it was getting very l i tt le 
response. This week, a .pokesman indicated that the situation had 
changed and that quite a number o f  persons had contacted the cham­
ber on the subject.

Most local leaders are receptive at least on  the idea o f  having 
hearings to find ou t  the wishes o f  the peop le .

Sta m pede  C om ing ?
Many Fnirbanksans are worried that Fairbanks will be overrun 

this summer by a stampede o f  jobseekers f r om  the lower stales and 
that to take care o f  the in f lux  some k ind o f  pub lic campground o r  
ten t city wil l have to be devised so that there will be some place 
where those with litt le funds can at least have access to water and 
sanitary facilities.

A lready the jobseekers are f lood ing  into the city and even the 
public parking lots are beginning to  fi l l up with campers, o ld  buses 
being uti lized us mobile homes, and even panel trucks, stations 
wagons and o ld hearses f ixed up f o r  hatching.

"  line city counci lmen Monday night poin ted out that these

Nuggclcer ...
—Continued f rom  page I

clamping down on security 
as they did p rio r to the big 
1969 lease sale.

. THE RUM OR IS  TRAV ­
EL ING , however, o f  a sig­
nificant strike by M obil O il 
Co. on the slope and the 
announcement is expected 
soon.

The strike reported ly is 
at the Gwydyr Bay South 
No. 1 exp loratory well. Un­
o ffic ia lly , repot ts indicate 
the strike was made in the 
Sudlcrochit fo rm ation , the 
main producing zone in the 
Prudhoe Bay Field.

The Gwydyr Buy South 
No. I  is located about 6 
miles north o f  a BP develop­
ment well.

M US General Manager 
Wally D roz confirmed re­
cently that the M US System 
was still selling lists o f  its 
customers but on ly  to 
organizations soliciting char-
itab le con trihut ions.

A Fairbanks woman had 
a non-list phone installed 
under her maiden name 
which name was known to 
on ly  members o f  her im­
mediate fam ily  and one o th ­
er person. While her phone 
number may not have been 
divulged, the name and ad­
dress was. She received a 
letter from  the Easter Seal 
campaign which had pu r­
chased the list o f  telephone 
customers from  M US fo r  
about $500 .

■M ¥
Worshippers at the 1 

Easter Sunday will 
d ow  donated by Get 

I ’ rcston was I 
19 0 0  lo  mine gold a 
o u t ,  and lie hccatm 
became its mnnugt 

Descend cuts < 
commun ity .
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Mobile Homes a Solution?
With existing housing ove r­

priced and over-crowded, it isn’ t 
long before people in need o f  a 
place to live start thinking about 
ra mobi le  home , that modern-day 
answer to the tent.

A l  first some peop le might
be put o f f  by the price. 
( “ $ 4 ,5 0 0  down f o r  a t ra i ler? ”  
exclaims a young  mothe r . “ O u t ­
side you can G ET  one fo r  
$ 4 , 5 0 0 . ” )

Bu t  nevermind Y o u ’ ll have 
two months to find the money 
since it will lake a t least that 
long, according to one mobile  
home salesman, to  get delivery.

And you  needn’ t waste time 
wishing you could get it soone r 
— there isn’ t anyplace to  put it 
anyway.

“ Right now there are no 
spaces," said a woman at a sales 
yard , an amazing admission fo r  
someone ivho^was hoping to  sell 
mobi le  homes.

“ Noth ing ,”  said the woman 
at the Lakeview Court . “ No, 
we aren’ t expanding.”

But another mobi le  home 
salesman was more optimistic. 
“ There will be parks sprouting 
up all a round ,"  he said hope ­
fu l ly .  “ There shou ld be spaces 
around the first o f  J u ly . ”  And 
he mentioned a 3 0 0  space devel­
opment which he understands is 
going in somewhere on Badger 
Road .

But is it?
“ Lots o f  people are coming 

in with the idea o f  building 
trai ler courts , ”  says John  Jansen 
o f  the State Depai ment o f  En­
vironmenta l Conservation.

The department is still wait­
ing, in most cases, f o r  the nece­
ssary data to be supplied.

But, Jansen says, it appears 
that much o f  the land being 
purchased f o r  this purpose has 
e ither a high water table o r  per­
mafrost . E ither cond it ion makes 
it a lmost impossible to dispose 
o f  waste. I f  the waste water can 
no t percolate down, says Jan ­
sen, there is no place fo r  it to go 
but to the surface.

Even i f  they put in treatment 
facilities, he says, they still can ’t 
pump it in to the ground i f  its 
going to come back up.

O f  the larger courts which 
arc proposed, Jansen says on ly  
one court looks  like it will be

the state but a lso with borough 
zoning ordinances. “ We get 25  
to  3 0  calls a day ,”  says borough 
Planning D irec to r  D ona ld  G i l ­
m e r , ”  f rom  peop le wanting to 
know  what they can d o .”

Every case, G i lmer says, has 
to  be studied on  its merits . The
zone and the size o f  the parcel 
must be considered.

“ Bu t , ”  he says, “ we are re­
membering that what we put in 
we’ re going to  have to live with 
a fte r the b oom  is over. We have 
good exai lples f rom  World War 
I I  o f  what not to  do . People 
rented ou t  spots in the ir back 
yard , side yard . We still  have 
some o f  that ju n k  le f t . ”

Any mobi le  home park — de­
fined as any land parcel which is

occupied by more  than two m o ­
bile h om e s— must get a borough 
perm it . And in general the b o r ­
ough requires 3 , 0 0 0  square fee t 
per trai ler . The trai lers must be 
at least 15  fee t apart.

A nyone  found  operating a 
mob i le  home park in v io la t ion
o f  borough o r  state ordinances 
can be charged with a misde­
m eano r and i f  found  gui lty  fined 
$ 3 0 0  fo r  eve iy  day the park 
continues to  operate.

I l l ic i t  trai lers are usually dis­
covered, G i lm e r says. Besides 
two employees whose du ty  it is 
to  en fo rce  the ordinances, the 
neighbors usua lly  supp ly  a tip.

“ Then we take them to  
c ou r t , ”  G i lm e r says, “ and we are 
current ly  winning o u r  cases.”
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tro ls  were justi f ied on ly  i f  hous­
ing w.'is limited by a disaster like 
war. The so lu t ion , he said, was 
to  build more housing and  he 
warned that funds fo r  housing 
could d ry  up i f  rent con tro ls  
were instituted.

Land lo rd Dennis Osterdock , 
who  has fo u r  rental installations, 
detailed the price increases'land­
lo rds must face. Taxes are up 
5 0 -1 1 0  per cent, he said. Main­
tenance materia ls are up 2 0  per 
cent; general labo r ,  35  per cent; 
cost o f  water and heat, 8 5  per
cent; garbage service, 6 0  per 
cent. Even with fu l l  occupancy , 
Osterdock said, two o f  his fou r  
operations were run  at a loss in 
February .

And J im  Price, who said he 
was both a land lo rd  and a 
tenant, suggested that i f  the 
state was going to  con tro l rents 
it should guarantee th a t - la nd ­
lo rds were able ’ .to cover their 
costs during times when their 
rental units were vacant.

The next step* according to 
the governor ’s o f f ice ; w i l l be fo r  
Motley to  review the evidence 
given at the hearing with his sta f f 
and the gove rno r ’s s ta f f  and 
come up with a recommenda­
tion fo r  the governor. The 
recommendation is expected 
within two o r  three weeks.

Hearings on the housing 
situation are a lso planned fo r  
Va ldez and possibly Anchorage.

U B U I J J O J J

Rent Hearing
*

—Continued f r om  page 1

s lant al impairment o f  free 
choice in residentia l rental hous­
ing, o r  when the average vacan­
cies fa l l be low  3 per cent in the 
area and remain there f o r  at 
least 9 0  days .”

A t the hearing Mot ley  heard 
a ll sides. N ob ody ,  though, to ld 
him that housing wasn’ t tight in 
Fairbanks. f

There was general agreement 
tha t there isn’ t enough rental 
housing to  go a round and that 
the rental costs are making life 
d i f f icu l t  f o r  many peop le , espe­
c ia l ly  those on non-pipeline in ­
comes. B u t  there were clear ly 
two, opposing ..v iews o f  wh-* 
shou ld be done.

Those speaking fo r  and 
against renta l con tro ls  appeared 
to  be ou t  in equal fo rce . Land­
lo rds and tenants fo l lowed  one 
anothe r to  the pod ium  to  ex ­
pla in their posit ions.

Typ ica l o f  the renters ’ 
positions was that o f  R on  Tracy 
w ho  said his ren t had been 
raised f rom  $ 3 9 5  in June lo  
$ 4 5 5  in November to $ 5 2 5  this 
month .

“ They cite heating, mainte­
nance, taxing, insurance,”  said 
Traoy. • .

"A s  fa r  as maintenance goes 
they haven't done anything. 
And I know  fuel has gone up 
but they cou ld save on the bill i f  
they did something about the 
heat loss.”

Tenant Rodney  Blakcstead

testified that the rent at his 
quadrip lex had gone up from  
$ 4 7 5  in October l o  $ 7 5 0  this 
month .

B lakcstead, a geologist, said 
he plans l o  move o u t  and added 
that two o f  his neighbors in the 
quadrip lex , a doc to r and a com ­
puter technician, were moving 
away f r om  Fairbanks because o f  
the h'gh rents. O n ly  the con ­
struction worke r , the fou rth  
tenant, cou ld a f fo rd  to stay.

And tenant Ted Switz drew 
applause when he said lh a l  the 
rent increases imposed in his 
apartment comp lex  added up to 
$ 1 0 0 ,0 0 0  a year. . ,

“ T ha t , ”  said Switz , “ is a hell 
o f  a lo t o f  fu e l . ”

On  the o i l ie r  side Wa l le r 
Sczud lo , president o f  Arctic

( fA

I'

Is there a housing emergency 
in Fairbanks?

Does the situation jus t i fy  the 
extreme measure o f  rent con­
t ro l?

More than 2 0 0  peop le came 
to  the A laska land theatre Tues­
day night to hear Fairbanksans 
give their views on what is hap­
pening and what should be done 
abou t housing in Fairbanks.

One o f  the 2 0 0  was C om ­
merce Commissioner T on y  
M otley . On the basis o f  the 
testimony given, Motley wil l 
advise the governor on the 
necessity o f  imposing rent con­
tro ls . A 1 9 7 4  law gave the gov­
e rn o r  the power to “ promulgate 
regulations concerning the con­
t ro l o f  resident ren t.”

An emergency, as defined by  
that law, exists when “ the rate- 
o f  vacancies in residentia l hous­
ing is so low that there is a sub- 
-C o n t in u e d  on  page 15
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Rent Control - Fro and Con
In  an attem pt to  c la r ify  Ihe 

arguments fo r  anrt against ren l 
c o n tro ls , the A ll-A laska W eekly 
Interviewed A laska U-gal S e r­
vices Supervising A tto rn ey  Hd 
N oonan , who favors some fo rm  
o f  ren ta l c o n tro l, and Sam 
Harncs, Fairbanks re a lto r who 
opposes rent con tro l.

Tenan ts aren't denying lan d ­
lo rds the right to  make a reason ­
able p ro f it , says N oonan . Ken t 
con tro l is not a price freeze , it 
w ou ld  a llow  increases. Tha t 
p o in t hasn't been brought nu t 
well.

R en t con tro l Is just c on tro l. 
It is ju s t trying to  con tro l the 
gougers — as the land lo rd  w ho

V
V

■\

H
•u  -a - , a i.

increases the rent from  $,'1(1(1 to  
$ 8 5 0 .  H id e 's  no ju s t ific a tion  
fo r  that. It's usua lly d e a r who 
the gougers are.

W illi rent con tro ls , says N o o ­
nan, land lo rd s  wou ld he ab le to 
raise rents but they w ou ld  have 
to  give ju s t ific a tion . They 
w ou ldn 't be ab le to  m ake u n li­
m ited Increases in their p ro fits . 
Peop le  sh ou ldn 't get fa t with 
w ind fa ll p ro fits  when they are 
hurting o i l ie r  peop le . And they 
are . They are hurting a ll the 
peop le w ith fixed  Incomes, espe­
c ia lly  e ld e r ly  peop le and peop le 
o n  w e lfa re . We are having lo  
sh ip som e peop le o u t o f  the 
sta te , because they can 't a f fo rd  
the rent.

What l« gouging e x ac t ly ?  d o ­
ing fo r  the w ind fa ll p ro fits , says 
N oonan . G o ing  w e ll b eyond  ac­
tu a l increases in cost.

T he re ’s a w o rd , he says, used 
In law : uncon se ionab ility . It has 
to  d o  w ith the re la tive bargain­
ing p ow er. I f  the tenant has no 
alte rnatives he lias no bargaining 
pow er. Th is is what w r are see­
ing o u r o ffic e . We've had m ore 
peop le  com e in than we ac tua lly  
have represented . Most peop le 
d on 't dare to  make waves be­
cause they have no p lace else 
to  go.

We can go (o  cou rt in land- 
lo rd -tenan t coses using the 
charge o f  unconse ionab ility . We 
can gel the re n l back. I lu l we 
can 't secure the individual* right

lo  stay in the apartm ent ot the 
o ld  rate.

Most rent c o n tro l systems, 
says N oonan , exem pt new hou s­
ing from  the con tro ls . The p u r­
pose o f  (h is  Is to  a llow  the long 
tim e residents lo  keep their 
apartm ents.

W ill there tie re n l con tro ls?  
There Is enough m om entum , 
Noonan says. I th ink there w ill 
be some so r t o f  co n tro l. Peop le 
are actua lly willing l o  listen to  
the p rob lem s o f  consumers, even 
though the consumers d o n ’ t 
th ink they are. I f  peop le w rite

-C on tin u e d  on page 3
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Ed Noonan Sam Batnes

" ' l l ic r e ’s lo ts  o f  ro om s but 
th e y ’ re  a ll t o o k ."

T he husky man in the b rand- 
new parka was exp la in ing  why 
he had spent the night at the 
S a lva tion  A rm y hut he cou ld  
have been te lling  Ihe s to ry  o f 
housing in Fairbanks.

"T h e  tent business Is gonna 
be g o o d ,"  said the* man at A laska 
Ten t and Ta rp . "W e ’ re bu ild ing 
’em  as fast as we can ."  And In ­
deed , a wall le n t from  le n t  and 
T a ip  was one o f  tw o o ffe ring s  in 
the Un fu rn ished  A p i.tm cn t sec­
tion o f  the d a ily  new spaper one 
day last week.

N o one has ye t o f fe re d  a 
p rize fo r  the best housing crunch 
s to ry  but eve ryone seems to  
have a candidate.

T he re  are s to rie s  abou t ap a rt­
m ent vacancies being auc tioned  
o f f ,  abou t rents o f  $1(1110 per 
m on th , o f  o ld -tim e  residents be­
ing kicked  nut to  m ake ro om  fo r  
renters who can a ffo rd  e x o rb l 
lan t rents.

lin t there are alw ays sto ries . 
Is it re a lly  so had?

“ Y e s ,"  says L inda Itesh . 
"T i lls  Is the last s traw ."  She has 
lived In Fairbanks a ll o f  her life  
and is now being fo rc ed  not o n ly  
to  leave her log tiouse on  2nd 
street but to  lenve Fa irbanks 
en tire ly .

F o r  a while It seemed that 
she was one o f  the luck ie r ones. 
Her la n d lo rd , w ho was living In 
M ontana, was o f fe re d  S tifltl a 
m onth  and m ore  fo r  Ihe tw o- 
b rd ro a in  log house . Rut lie o n ly  
raised the rent lo  $ 1 0 0 .

Then the lan d lo rd  de rid ed  to  
re tu rn  to  Fa irbanks and sent 
w ord  that he w ou ld  want to  
m ove in to  h is house. Itesh 
doesn ’ t blame h im : "H e ’s up 
the creek lo o . "

“ Wc checked eve ry th in g ,"  
says R esh , w ho , w lt ’ t her daugh­
te r Jen n y , shares the house w ith 
ano th e r woman and her tw o 
ch ild ren . "W e ca lled  a ll the 
re a lto rs ; we were w illing  to  take 
a lease w ith an op tio n  to  buy . 
Bu t n o th in g .”

"W e put the w o rd  ou t to  a ll 
o f  o u r friends. It seems that the 
o n ly  w ay you m ight find a place­
ts th rough  w o rd  o f  m ou th . 
S om ebody know s som ebody 
w ho ’s leav ing ."

Bu t noth ing came o f  the 
e f fo r ts  and so (he  tw o w om en, 
their th ree ch ild ren , a long w ith 
G randm a the p a rro t , the kids'
pet rabb it and the baby p lants 
which are just getting a sta rt, 
w ill be m oving ou t o f  the log 
house at the end o f  the m on th .

T hey  w ill m ove, a ll Five o f  
them , in to  the spare b ed room  o f  
som e m arried  friends , where 
they w ill gel a long  u i.i i l they

m ake Ihe  m ove to  Juneau . They 
are con fiden t that the housing 
situation  there , even when had, 
is much b e lte r Ilian  Ihe  s ituation  
In Fairbanks.

"T h e re  are a lo t  o f  peop le  — 
o ld -tim ers — w ho are leav ing ," 
says Ite sh , "e ith e r going lo  
Southeast o r  lo  (he h u sh ."

W ill Ih e  Fnirhnnksnns w ho 
leave be com ing back som e­
d ay ?  " I  d on 't know  If this w ill 
ever be o v e r ,"  she says. "T he re  
are m ore pipelines to  Ix- bu ilt. It 
m ay he 2 0  years And n a tu ra lly  
peop le  pom e ; th is Is the o n ly  
-C o n t in u e d  on  page 2
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Rent Controls Pro and Con
-Continued from page I

to the governor, If they -..reek 
out, public opinion will be felt. 
People have to give the governor 
an Idea o f what the public opin­
ion really Is.

Kent controls, say« Fairbanks 
realtor San. Itarne*.
Ing to do anything fo r the ami ­
ability o f  housing at this point- 
And It l ‘  unlikely that they
Could have a Urge effect on  
mice It I* conceivable that 
there could he a price r o l l  bark 
_  whii  .  n reu that would
C ,f In* considering controls we 
must he concerned about the 
bundle o f tlgl.ls the P'opet y 
owner baa, Barnes says. I dot 
think Alaskans are cx lrenm l .

We would like to  see the stall 
moving toward helping with the 
problem. There ts Ug.sla Ion 
now which would Insute that 
money will continue to l»- avail­
able fo t low Interest veteran 
loans. These loans can help peo­
ple build single family housing 
and also small apartment unite. 
We would like lo  see that money 
continue lo  he available In spile
o f  the problems wllh the general 
fund.

The slate can help by moving 
quickly with Its lo>v Income 
housing program. The slate has 
alrradv acquired land on Noble 
alreel anil we hope that they get 
that building o f f  Ihe ground as 
soon as possible. Wllh luck that 
building should be ready by this 
lime next year.

The toughest problem Is the 
low-loromo people. Those who 
come fo r a |ob  can either afford 
Die hit*, tin ts  or they leave.

But we don't think the rent 
controls are the answer a l tills 
lime. The hearings and the Input 
ts important. But I hope the 
commission will hold this In 
abeyance. There may come a 
time when leallors favor rent 
controls. Opinion is not totally 
one-sided among realtors now.

Anil controls might even 
harm some tenants. I f  the Do- 
partment o f Commerce said a 
landlord couldn't charge more 
than X dollars a month, some 
landlords might be encouraged 
to take the maximum.

Also any time you Institute 
controls, there Is an expense 
Involved I f  the landlord has to 
fi ll out forms, comply with regu­
lations, Unit's going to be a bur­
den and cause additional over­
head expense. In the end the 
tenants w ill end up paying.

Kent controls too will make 
It harder to get money to build 
new housing.

I f  the* new housing Is not 
affecled by the rent controls, 
will money fo r new construc­
tion he hard to find? To exclude 
new conslmction, Uarnos says, 
would be grossly unfair to the 
guy who has had rental units 
for years and who has suffered 
through vacancies. And besides, 
people in financing shy away 
from rent control areas.

How would landlords react 
to run lro ls  which did not freeze 
prices, out which asked land­

lords lo  justify rent Increases?
Alaskans are individualislir. 

I think it would no l set well 
with the landlords In the com­
munity to have to justify their 
actions to a review,board. For 
one thing a lo t o f  people don't
keep those kinds o f records. If 
Ihey had records o f what their 
expenses were Ihey would pro­
bably raise the rent more than 
they do.

What can be done in c/.ses

o f gouging? The community 
should try some jawboning. 
When a tenant is treated unfair­
ly , he .should discuss i l with 
somebody who Is knowledge­
able. I f  ne Is truly being gouged 
he should go to the public.

Some landlords have gotten bad 
publicity in the past and there 
will be a sllgtna on those esta­
blishments fo r a long time. Pub­
lic pressure.

What Is the fu lu re fo r hous­

ing In Fairbanks? In the long 
terms, says Barnes, the future 
looks somewhere between good 
and wonderful. But we do have 
a legitimate concern: what hap­
pens during the lulls. A one year 
lu ll between tile o il pipeline and 
the gas pipeline could really 
push a landlord ou t o f shape. 
I f  anybody has an obligation lo  
the landlord to  sec that he 
makes it through the "bust" 
periods It's the c u r r e n t 
"boom ers."
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Woodcock

avoid ing m ilita ry  entag lcm em  -  and 
that includes Cambodia,' Woi
said.

"Hiûu mm tui'M uu mmvi _
j:-: They Include the Tanana area near Fairbanks; ihe selection, 
•ij Cook Iniet area near Anchorage and the Kenal

_______ iWhere the legislature stands
SA IGON . South Vietnam  (A P ) -  Da 

Nang's m ilita ry  com mander dec la red  
m a rt ia l law  in the refugee-clogged city 
F rid ay , imposed a 24-hour cu rfew  and 
o rde red  his men to shoot to k ill anyone 
causing disturbances.

V iet Cong gunners shelled the Da 
Nang a re a  and some o ffic ia ls  said the 
m ili ta ry  situation was deteriorating  and 
the c ity  m ight fa ll to the e rem  v.

T h e  U n it e d  S ta t e s  b egan  its
em ergency a ir l i f to f  m ilita ry  equipment
and m ed ica l supplies lo  South V ietnam  
S atu rday , a  U.S. Em bassy spokesm an 
said.

He sa id  one plane a lready had landed 
in Saigon und although he was not 
ce rta in  he believed the a ir li ft  w as being 
staged from  bases inThailand .

A m erica a lso is financing an a ir l i f t  o f 
fu e l, food  and ammunition into the 
C am bodian capital o f Phnom  Penh and 
a n o th e r  p la n e  sh u tt le  to rem ove 
re fugees from  Da Nang in the crum b ling

n orth e rn  sec tiono f South V ietnam .
The Saigon  command described the 

situation  a t Da Nang as “ c r it ic a l"  
S a tu rday  as thousands sought to fle e  the 
c ity  u nder North V ietnamese a r t i lle ry  
a ttack .

Sm a ll N o rth  V ietnamese and Viet 
Cong p rob e s were reported on the outer 
defense perim e te r and rad io  contact 
was repo rted  lost with Hot An, the 
p r o v in c ia l c ap ita l o f Quang Nam  
p rov ince 15 m iles 10 the south. D a Nang 
is inc luded  inside Quang Nam  prov ince 
but is an autonomous city.

I t w as not c lea r whether Hoi An was 
a ttacked  o r  whet her the g a rrison  s im p ly 
fled  in pan ic .

O ffic ia ls  said rad io  contact was lost 
b e fo re  dr.wn with Da Nang com mand 
h eadqua rte rs  but la te r said contact was 
being m ain ta ined  through o th e r rad io  
channe ls . Thc rew asitoe labu ration .

B y  ANDY W ILL IAM S 
O u r Juneau Bureau Chief

JU N E A U  -T h e le g is la tu re  is gearing 
up fo r  a push to r ad jou rnm en t in e a r ly  
M ay, but leg is la tive leade rs say  they 
m ay go hom e without passing what they 
conside r th e ir top p rio rity  — a ta x  on o il 
and gas reserves

S en a te  P re s id e n t Chancy C ro ft , 
D -A r.chorage, and House Speake r M ike 
B radn e r, D -Fa irbanks, both mentioned 
the re se rv e s  tax firs t when asked  what 
the ir p rio rit ie s  were. And both indicated 
there m ight not be enough votes to pass 
it.

C ro ft sa id  a reserves tax would be a 
m a jo r  ingredient in the sta te 's p lan  to 
ra ise  revenue to bridge the de fic it a fte r 
the g ene ra l fund runs d ry  and b e fo re  o il 
from  the N orth  Slope begins to flow .

"B u t there a re  s till a considerab le 
num be r o f senators who don't fa v o r that 
a p p ro ach ,"  he said.

H radner said ihe House intended “ to 
put taxation  o f oil and gas in p lace in 
some so rt o f viable fo rm .

"T h a t doesn't mean it has to pass, but 
it m e a n s  a s u b s ta n tia l p iece o f 
hom ew ork should be done, expertise ' 
b rought to bear, and that the b ill should

F in k C ro f t
reach  its  substantia lly finished fo rm  
this session so that i f  it is held ove r, the 
crit icc can  h a v j something to shoot at 
du ring  the in te rim .”  he said.

H ouse M inority Leader Tom  F ink, 
R -D ist. 7 , predicted f la t ly  the tax  would 
not pass.

"T h e  ta x  on oil and gas In ground is 
dead, The Natives have abso lu te ly  
k illed  I t , "  he said.

F i n k  s a id  th e  n in e -m e m b e r  
R epub lican  caucus would oppose it, as 
would N a tive  leg is la tors. He predicted 
enough conservative D em ocrats and 
o the rs sympathetic to the N a tives ’ 
a rgum ents would sp lit o f f from  the

30 -m em ber Dem ocratic caucus to k i l l 
the b i ll .

R ep resen tatives from  fiv e  Native 
reg iona l corpora tions opposed the biil at 
a recen t Senate Resources Com m ittee 
hea r in g . They said the tax cou ld  cost the 
A rc tic  S lope Regional C orpo ra tion  $2 
m illion  a y e a r and harm  o th e r o il and 
gas deve lopm ent p rog ram s. O il and gas 
com pan ies a lso oppose the b i ll ,  which 
cou ld  b rin g  to the state up to $250 m illion  
a y e a r .

B ra d n e r and C roft said they hoped to 
get p r io r i ty  b ills  into the o the r house by 
the m idd le  o f April, allow ing two weeks 
to a m on th  topush fo r ad jou rnm ent.

" I  w ou ld  c a ll an e a rly  estim ated  
d ep a rtu re  date out o f here as  being the 
firs t w eek in M ay ,"sa id  B radner.

" I 'm  noto riously bad at p red ic ting  
length o f  sessions, but I'd  s t i l l s ay  
som ew here around the firs t o f M ay ,"  
s a idC ro ft .

H ou se  F in an ce  C h a irm an  Hugh 
M alone . D -Ker.ai. said the budget would 
be re ad y  fo r  presentation by the m idd le 
of A p ril ar.d that it would re fle c t to ta l 
state spending of about $600 m illion . 
That fig u re , Malone said, is what the 

(C o n t in u e d  on  P ag e  2 )

a homing crunch
B ySTE V E  K L IN E  

D a lly  News S ta ff W rite r
< f ) I I f  I  An* hu rag* I> a3y

Anchorage (aces a sum m er housing 
sho rtage  o f  cris is p roportions, and the 
reaction  of public o' c ia ls  ranges from  
unconcerned to umi lo rm ed , tem pered  
with p o litica l buck-pt r smg

A lready the vacancy fa c to r 
throughout the m etropolitan a re a  is 
about I p e r cent -  but that figu re 
Includes homes, and the renta l m arke t 
is p ra c t ic a llym l.

When asked about the antic ipated 
p rob lem s, projections and possib le 
solutions fo r  the housing shortage,

News analysis
public o f fic ia ls s a id :

"W e 're  not doing anything on i t ,"
— G eorge  Su llivan , Anchorage m ayor 
" I t ’ s a statew ide prob lem . The S late 

shou ld  do something about it ."
— H u rry  Donahue, s ta ff d irec to r, 

G re a te r  Anchorage A rea Borough 
" I  th ink p robab ly these things can 

best be addressed at the loca l le v e l."
— Jay  H amm ond , governo r 

"W e  can 't get into it, even i f the need 
is th e re ."

— R ob e rt W ils o n ,d lre c lo ro f housing

m anagem ent, A ln skaS la teH ousIng  
Authority (A S IIA ) 

“ Wc know so lit t le  aboui it, we're 
going to wait and sec .”

— W llllam Sachcck , d irec to r , 
A laska D ivision o f B a rk s  

E ve ryw he re  the siatistica! signs 
point to a m a jo r in flu x o f newcom ers to 
A laska by sum m er, with pie-m -the-sky 
p ipe line job s loom ing as the m a jo r  
a ttrac tion  forunem p loyud Outsiders.

B o rd e r crossings have n ea rly  
doub led . Oui-of-state unem ploym ent 
c la im s  and  m oto r veh icle reg is tra tion s 
a rc  up d ram a tic a lly . The population has 
s oa red  to about 170,QUO in the Anchorage

a rea , uo from  126,389 logged In the 1970 
census.

Ben M. rsh, who represen ts mobile 
home cou rt and dea le r associations, 
p red ic ts the area w ill ru nou t o f m obile 
home spaces hy October. Land lo rds 
renting  apartm ents report 50 to 100 
responses per ad

D em and  fo r beds at the A rm ed 
S e rv ices YMCA is up 160 per cent over 
last y e a r at this time, Monthly p riva te 
housing cos ls  are up 40 per cent. A man 
ov e rh e a rs  a story of a woman who rents 
out seven  beds in her suburban home.

The M arston Ren ta l O ffice does not 
bothe r to advertise any m ore , and s till

rece ives fiv e  c a lls  an hour from  persons 
seeking ren ta ls

" I  w as looking fo r  an  apa rtm en t 
about fo u r months a g o ,"  sa id  Pa tty  
K e lle y , o f the Marston o ffice , " a n d  I had 
tro u t le , t o o ."

C tndy Thaxion , at the borough 
p lann ing  departm ent, has been studying 
-  and liv ing  -  pipeline im pact. She 
shares a dup lex with fou r o the r women. 
And in h e r research , she has seen 
buck-passing  assume absurd 
p ropo rtion s .

"O n ce  I made five  ca lls  to  get the 
answ er to one question ." she said , "and  

(C o n t in u e d  on  P a g o  2 )
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Introduced: V 3 / 7 5
Referred: Health, Education

and Social Services

IN THE SENATE BY R A Y > MILLER AND HUBER

SENATE BILL NO. 3^6 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the applicability of the Uniform

Alcoholism and Intoxication Treatment Act."

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

* Section 1. AS *47.37.250(a) is amended to read:

(a) Nothing in this chapter affects a statute, ordinance, or 

regulation relating to (1) drunken driving, driving under the influence 

of alcohol, or other similar offenses Involving alcohol and the opera­

tion of a vehicle, aircraft, boat, machinery, or other equipment, [OR] 

(2) the sale, purchase, dispensation, possession, or use of alcoholic 

beverages at specified times and places or by a particular class of 

persons, including prohibitions against drinking intoxicating beverages 

in specified public places, or (3) being upon the traveled portion of

a highway while intoxicated .^so as to be a hazardjto the motoring

public

4- '
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vAn Act r e l a t i n g :  t o  l im i  t e d  l i a b i l i t y  compan i e s .  "

C O M M I T T E E  R E P O R T

/ 7!
H O U S E

Mr .  S p e a k e r Da t e ___________

The  Comm i t t e e  on JUDICIARY h a s  had

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  m emb e r s  o f  t h e  C o m m i t t e e  

( ) r e c omme n d s  i t  DO PASS

( ) r e c om me n d s  i t  DO NOT PASS

( ) r e c omme n d s  i t  DO PASS WITH ATTACHED AMENDMENT ( S )

( ) r e c omme n d s  i t  BE REPLACED WITH CS FOR ________________ AND THAT

CS FOR DO PASS



As per request by Representative Brown

L etter of Intent CSSB #354am

The H o u s e  J u d i c i a r y  C o m m i t t e e  has had c o m m ittee su bsti t u t e  for 
S e n a t e  Bill # 3 5 4 a m ( L i m i t e d  Liab ility Companies) u n d e r  c o n s i d e r a t i o n  
a n d  has held public h e a r i n g s  concerning the bill.

Q u e s t i o n s  h a v e  been r ais ed before the c o m m i t t e e  similar to those
r a i s e d  b e f o r e  the Senate J u d i c i a r y  Committee, in p a r t i c u l a r  in r e g a r d  
to w h a t  b o d y  of law w o u l d  govern w h e n  q u e s t i o n s  arose us to u n d e r­
c a p i t a l i z a t i o n  and using a limited lia bility c o m p a n y  to p e r p e t r a t e  
a f r a u d  on the pubxic.

T h e  bill is si 1 .it n j : . C o m m i t t e e  is c o n c e r n e d  w i t h
^ I  n g,reâ ri.-â j i.̂ rr-.i r e s e a r c h  has indicaxoc cnat CRSre is i l u i e  
h i s t o r y  in this respect. The Committee, therefore, feels it important  
to e x p r e s s l y  state the legislat ive intent to those situat i o n s  in 
w h i c h  the e s t a b l i s h e d  body of law concer n i n g  c o r p o r a t i o n s  and 
"p i e r c i n g  the c o r p o r a t e  veil" would apply to limited li ability 
c o m p a n i e s .

T h e  J u d i c i a r y  c o m m i t t e e  recognizes that in c e r tain c i r c u m s t a n c e s  the 
v e i l  by w h i c h  the limited liability c o mpa ny p rote c t s  its m e mbers  
f r o m  p e r s o n a l  l i a b ility f^r the debts of the c o mp any ou ght to be 
pierced, h o l d i n g  the m e m b e r s  personally liable. The c o m m ittee feels 
that c i r c u m s t a n c e s  g iving rise to personal liabilit y of m e m b e r s  
o u g h t  to be c l o s e l y  akin to the kinds of c i r c u m r 'ances w h i c h  p e r­
mit  a c o u r t  or admi listrative agency to set asice t e "corporate 
v eil" for the p u r p o s e  of holding c o r p orate s h a r eholders p e r s o n a l l y  
liable  for the debts of the corporation. Thus, in situat ions w here  
the c o u r t  w o u l d  set aside the Corporate e n t i t y  to hold share h o l d e r s  
liable w h e n  the c o r p o r a t i o n  is acting as the alter ego of the

sh a r e h o l d e r s ,  nr is undercapitalized, or w here a c o r p o r a t e  fiction 
is uSed as a m  ns of e v a ding legal obligations, c i r c u m v e n t i n g  
statutes, p e r p e t r a t i n g  foruud, achieving or p e r p e t r a t i n g  monopoly, 
or for p r o t e c t i o n  of cr ime and justification of wrong, or any other 
c i r c u m s t a n c e s  w h i c h  mig ht give rise to the d i s r e g a r d  of the corp orate 
veil, the c o m m i t t e e  e x p e c t s  the courts to treat the limited li ability 
c o m p a n y  in the same manner.

In o t h e r  worus, th^ limited liability c o m p a n y  act s h o u l d  not be 
u t i l i z e d  as a d e v i c e  by w h i c h  the o r g a n i z e r s  could avoid p e n a l t i e s  
for f r a u d u l e n t  or non -lcgal propositions any more than they could 
if they w e r e  i n c orporators of a regular corporation.

i?ospecfcEully s u b m i t t e d ,

R e p r e s e n t a t i v e  T e r r y  Gardiner 
C h a i r m a n
House J u d i c i a r y  C o m m i t t e e



As per reouest by Representative Brown

A m e n d m e n t  to C S S B  #354 (Limited L i a b i l i t y  Companies)

A d d  n e w  Subparagraph....
AS 1 0 . 5 0 . 1 2 0 ( c )

In t h o s e  i n s t a n c e s  in w h i c h  the v a H * 3'”/ of the limit ed liability 
c o m p a n y  is b r o u g h t  into q u e s t i o n  c . .e of under capitalization*, 
use of the l i mited l i a b il ity c o mpany  to p e r p e t r a t e  a fraud on c r e d i t o r s  
of the c o m p a n y  or use of the limited c o m p a n y  to v i o l a t e  public policy, 
t he p r o t e c t i o n  of the limit ed liab ility c o m p a n y  m a y  be d i s r e a a r d e d  and



SENATE JO l RNAL
A LA SKA  S T A T E  L EG IS LA TU R E

NINTH LEG ISLATURE - SECOND  SESS IO N

JUNEAU . ALASKA Friday February 20, 1976

Fortieth Day

Pursuant to adjournment, the Senate was called to order b., 
President Croft at 10:16 a.m.

The roll call showed all members present.

The prayer was offered by the Chaplain, Father Dale Sarles.

Senator Kerttula moved and asked unanimous consent that the 
Journal for the thirty-ninth legislative day be approved 
as certified. Without objection, it was so ordered.

MESSAGES FHOM THE GOVERNOR

CS
February 19, 1976 HB

5b0

The Honorable Chancy Croft **5
President of the Senate 
M a s k a  State Legislature 
Juneau, Alaska 99811

Dear Mr. President:

X have this day vetoed Committee Substitute for House 
Bill no. 550 amended Senate. The portion of the bill 
which required the voto is that which attempts to give 
to the Legislative Affairs Agency the power to allocate 
office space in the capitol building excopt for that 
occupied by the Governor's Office. Since a l L  floors of . 
the capitol building but the third and fourth are 
already occupied by the legislature, the reason for the 
bill appears to be to give the Legislative Affairs 
Agency control over the fourth floor.

Initially this bill would have given the Legislative 
Council administrative control over space assigned to 
the legislature. In the Senate the bill was amended to 
grant the Legislative Affairs Agency control over the 
physical space in tho capitol building regardless of

3<I9
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CS

HB which branch of government occupied that space. In
5 5 0 doing that, the legislature went beyond a specific
am contractual agreement reached with the executive branch
S for the allocation of office space prior to the be­

ginning of the session. More significantly, the 
legislature has attempted to establish a scheme whereby 
it may now engage in the administrative function of 
allocating office space. I am advised by the Depart­
ment of L aw that insofar as the bill attempts to do 
that, it apparently violates the doctrine of separation 
of powers.

Rather than engage in any extended legal discussion in 
this message, I am making available the opinion I 
received from the Department of Law on the subject. You 
will note that the Department finds two basic legal 
defects with the bill. First the Department feels that 
the amendment on the floor of the Senate changed the 
subject of the bill, which resulted in the original 
title of the bill not adequately expressing its subject 
matter. The Department also raises the strong pos­
sibility that the bill violates the separation-of- 
powers principle.

I sincerely hope that my veto does not result in 
another legal confrontation between the legislative and 
the executive branches of government. During the last 
three years, two suits have already been brought by the 
legislature against the administration in an effort to 
expand legislative powers. The legislature has lost 
both of those suits. In Egan v. Pipeline Impact 
Comm i t t e e , C. A. No. 74-236, Super. Ct., 1st Jud. Dist. 
(Alaska 1974), appeal dismissed, Sup. Ct. No. 2424, 
Order of Nov. 7, 1975, the Superior Court held that 
while the legislature might impose conditions for 
allocation on impact funds, it could not administer the 
allocation of those funds. In Bradner v . H a m m o n d ,
C. A. No. 75-383 (1st Jud. Dist^ (Alaska 1578V), the 
Superior Court in Ketchikan recently held that the 
legislature could not expand its confirmation powers 
beyond that permitted in the Constitution. That latter 
decision, of course, has brought into question a whole 
host of confirmations which, until now, have been 
submitted to the legislature out of comity rather than 
necessarily legal obligation.

Tho administration has already triad hard to accom­
modate the legislature’s need for space. During the 
period of one year the legislature has increased its 
total office space from 47,907 square feet to 67,900 
square feet. Its space in the capitol building has 
been increased from 29,600 square feet to 40,800 square 
feet. After an initially confused situation over 
whether executive offices would move from the capitol, 
extensive good faith negotiations wero held with the 
legislature to reach an amicable resolution. We 
thought we had achieved that resolution. We also 
thought that we had 3et the tone for additional nego­
tiations in the future to provide adequate working 
space for the legislature. This bxll x*emoves the 
discussion from one of cooperation to a point of 
confrontation.
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CS
There are a great many problems facing this state. I IIP
know that legislators want to deal with those problems 550
just as the administration wants to deal with them. I am
think it is disheartening for the general public to see 5
public time and money being spent on this type of 
business. Surely the legislative branch and the 
executive branch have better things to do than to 
confront each other in court over whether or not 
particular legislators are entitled to a particular 
office on a particular floor of a state building.

I have advised individual legislators and I advise the 
legislature as a whole that the administration stands 
prepared to try to reach long-range solutions to the 
space problem and to continue our dealings in good 
faith with the legislature to do so. I have no in­
tention, however, of accepting another effort by the 
legislature to extend its constitutional powers by 
usurping authority of the executive branch. I think 
this bill would be destructive even if it were c o n­
stitutional, for it makes it more difficult to reason 
together. The problem is simply compounded by the 
bill's legal defects.

MESSAGES FROM THE HOUSE

Message of February 19 was read, stating the House has . SB 
passed SENATE BILL NO. 607 (budget information available 607 
to the legislature) with the following amendment: am

H
Page 1, line 12: After "year" ahange the period to

a comma and add:

"except that following a guber­
natorial election year the advance 
copy shall be provided by the 
second Monday in January."

and transmitting SENATE BILL NO. 607 amended by the House 
for consideration.

Senator Ray moved and asked unanimous consent that the 
Senate concur in the House amendment to SENATE BILL NO.
607. Without objection the Senate concurred and 
SEN A TE  BILL N O . 607 amended b y  the House was referred 
to the Secretary for enrollment.
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CS Message of February 1 ? was read, stating the House has
HB passed COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 606 amended
6 0 6  ant* transmitting same for consideration, 

am

FIRST READING AND REFERENCE OF HOUSE BILLS

COMMITTEE SUBSTITUTE FOR HOUSE BILL HO. 606 amended, en­
titled:

"An Act relating to appointments to vacancies In the 
office of United States senator."

was read the first time and referred to the State Affairs 
Committee.

STANDING COMMITTEE REPORTS

SB The Judiciary Committee has had SENATE BILL NO. 670 (num- 
6 7 0  ber of superior court judges) under consideration and a 

majority of the committee recommends It do pass. The 
report was signed by Senator Ziegler, Chairman, and con­
curred In by Senators Miller, Melar.d and Poland. Senator 
Tilllon signed: "No recommendation."

Senator Ziegler moved and asked unanimous consent that the 
letter of legislative intent be spread in the Journal. 
Without objection, the letter follows:

*LETTER OF LEGISLATIVE INTENT

Re: Senate Bill 670 - relating to the number of superior
court Judges.

The captioned bill would increase the number of superior 
court Judges in our state from 17 to 18. Four of those 
Judges, rather than 3, will be assigned to the First Judi­
cial District.

We are advised by tho Supreme Court that if the legislation 
becomes law, the new superior court Judge will be stationed 
permanently in Sitka. We have heen assured that no new 
Judge will be appointed to the district court bench in 
that city, although a vacancy now exists which 1 s boing 
filled aB of this date on a temporary basis.

In other wordo, the district court Judgeship will become 
' vacant, and the'superlor cdurt Judge will handle the" case­
load of both courts.

Respectfully submitted,

Senator Robert H. Ziegler, Sr. 

Chairman, Senate Judiciary Committee"

SENATE BILL (Jo . 670 was referred to the Finance Committee.
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The Finance Committee has had SENATE BILL NO. 61)0 (special 
appropriation to ACTION for the Foster Grandparent Program) 
under consideration and a majority of the committee recom­
mends that it do pass. The report was signed by Senator 
Ray, Chairman, and concurred in by Senators Rader, Chance, 
Poland, Sackett and Ferguson. Senator Butrovlch signed:
"No recommendation."

SENATE BILL NO. 640 was referred to the Rules Committee.

The Finance Committee has had SENATE BILL NO. 664 (making 
of reparations to the taxpayer for late payment of tax 
refunds) under consideration and a majority of the commit­
tee recommends it do pass. The report was signed by 
Senator Ray, Chairman, and concurred in by Senators Rader, 
Chance, Poland, Sackett and Ferguson. Senator Butrovich 
signed: "No recommendation."

SENATE BILL NO. 664 was referred to the Rules Committee.

The Judiciary Committee has had SENATE BILL NO. 671 (ap­
pointment and qualifications of acting magistrates) under 
consideration and the committee recommends it do pass.
The report w a 3 signed by Senator Ziegler, Chairman, and 
concurred In by Senators Miller, Meland and Tllllon.

SENATE BILL NO. 671 was referred to the Rules Committee.

The Judiciary Committee has had SENATE BILL NO. 6/2 (small 
claims and magistrate Jurisdiction) under consideration 
and tlie committee recommends it do pars. The report was 
signed by Senator Ziegler, Chairman, and concurred In by 
Senators Miller, Meland and Tllllon.

SENATE DILI. NO. 6/2 was referred to t lie Rules Committee.

The Judiciary Commltt.ee has tiad SENATE HILL NO. 6/3 (Judi­
cial appointments) under consideration and a majority of 
the committee recommends It do puss. The report, was signed 
by Senator Ziegler, Chairman, and concurred In by Senators 
Miller and Meland. Senator Tllllon signed: "No recommends
I ton."

SENATE BILL NO. 673 was referred to the Rules Committee.

INTRODUCTION AND REFERENCE OF SENATE RESOLUTIONS

SENATE CONCURRENT RESOLUTION NO. R'J by the Judiciary Com­
mittee by request

Supporting ttie Governor's position for a delay In off­
shore lease sales for the Oulf or Alaska.

was read the first time and referred to the Resources C om­
mittee .
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INTRODUCTION AND REFERENCE OF SENATE BILLS

SB SENATE BILL NO. 6 7 8  by the Health, Education and Social 
6 7 8  Services Committee, entitled:

"An Act relating to the public school foundation pr o­
gram; and providing for an effective date."

was read the first time and referred to the Health, Educa­
tion and Social Services Committee and the Finance Commit­
tee.

SB SENATE BILL NO. 679 by the Health, Education and Social 
679 Services Committee, entitled:

"An Act relating to the public school foundation pro­
gram; and providing for an effective date."

wac read the first time and referred to the Health, Educa­
tion arid Social Services Committee and the Finance Com­
mittee .

Senator Kerttula moved and asked unanimous consent that 
the Senate recess t o a call of the Chair for the ptti - 
pose of Democratic and Republican party caucuses.' Without 
objection, the Senate recessed at 10:29 a.m.

APTt'.h KIJCR,".."

Tin: Senate reconvened at 11:02 a.m.

Senator Kerttula moved and asked unanimous consent that 
the Senate revert to Communications. Without ohjowt'on, 
tl was ac ordered.

COM M U N IC A T IO N S

Memorandum of Poliruary 20 was received ft on J. H. Hogan, 
Director of the Legislative Finance III vision. This memo­
randum appears an Senate and House Supplement No. 3 to 
today's Journal.

Senator Ziegler moved and asked unanimous consent the 
Senate revert to Standing Committee Report!). Without o b­
jection the Senate reverted to:

STANDING COMMITTEE REPORTS

SB The Judiciary Committee has had SENATE BILL NO. 35A 
3 5 II (limited liability companies) under consideration and the
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committee reports It back as follows: Senator Ziegler,
Chairman, recommends It be replaced with COMMITTEE SUBSTI­
TUTE FOR SENATE BILL NO. 35h and that the committee substi­
tute do pass with the following amendment:

Page 17, line 17:

After "$100" delete the period and Insert: "for
each year or part thereof the company Is delinquent 
in filing."

Senators Miller, Meland, Poland and Tllllon signed: "No
recommendatIon."

Senator Ziegler tnuved and asked unanimous consent that the 
letter of legislative Intent accompanying the report be 
spread In the Journal. Without objection, the letter 
follows:

u y m n  o p  i . K o i r m c v i  i i i T i - m  

H e :  C R 8 B  3 5 A — U n t i e d  l . n b l l l t ’ c o m p a n i e s

H i e  S e n a t e  J u d i c i a r y  c o u r a d t U i  h h *  l i n e  (tlic e t p l l . u i e u  b i l l  u n d e r  

c o m  I t e r a t i o n  u l n a e  m w  lr. t h e  l y / ‘ c e s e l n r . .  I I  w a r  r e n t  u s  b y  

I h e  .‘I c i m t e  t ' n m a v r e r  r o m m l i t t c  T o r  c u r  r e v i e w  an.', f o r  p o s s i b l e  

a m e n d e ,  m s .

W f  l i a v e  o n n c l d n r t d  II.l- b i l l ,  t a k e ,  p u b j i u  l e a l  l u u i y ,  a n d  H i e  

C o m m i t t e e  r . u L o l l t u t c  f o r  S e n a t e  t i l l  35'. ifTM'fn i * t  t h e  f i n a l  

• • o r k  p r o d u c t  c f  n i l  | c n p l e  w i n :  p c v t  s h o w n  e i  I n t e r o t t  I n  t i n  l e g i t *  

l a )  l o r , .  T t : . t i l l  a u t l i u r l i . "  H i t  t r e a t  I o n  > 1  l i m i t e d  1  l a b  1 1 1 1 < c o e -  

p a t . l e a .  T h e  l ' r a l t n .  l i a b i l i t y  o c i r p a n y  li n e i t h e r  a  c e r r o r s t I o n ,

»  p m l n ' t s h l p  n  l l r  t i e d  p a r l u .  i s l . t r  n>.i * tr.l v e n t u r i ,  f t s t l i t r ,  

t l  l o  .in o r c a i . t - n l  t e r  w h i c h  W  a i d  c n n t l i  t i n  o i g . M l r e r e  e !  t h e  

' o m i u m y  l o  h a v e  l i m i t e d  l l i t t l l l t ;  a c  I r  ( h e  f i n e  w i t h  c c i | o i a t e  

o f t  I. t . i l t  h u t  w h i c h  w . u l d  e n a b l e  H i e  roi . . | s i . y  t<  t <  t a i o r t  « •  a  

; a r t i u u  c h i p ,  t h e r e b y  e n a b l i n g  t i n  c i V . M . l t c r e  t o  l i v e  I n  t h e  b n c t  

d  h n i h  p o s s i b l e  w o r l d s ,

I f  c a r l  « l n  c i t l e r l u  a r e  m e t ,  I t  i t  l i k e l y ,  w c  l t d ,  t h a t  t h e  I n ­

t e r n a l  H e v c u i u e  S e r v i c e  w i l l  f u r n i s h  u c  w i l l :  a  f a v o r a b l e  r u l i n g  a r  

l o  t h e  m o d e  o f  l u n a t i o n  t o  b e  a p p l i e d  t o  t h e  c o m p a n y .

T h e  D i r e c t o r  o f  t h e  D l v l n l o n  o f  B a n k i n g ,  S e c u r i t i e s ,  S m a l l  L o a n s  

a n d  c o r p o r a t i o n s ,  M t l e e  S .  S c h l u a P c r g ,  I s  o n  r e c o r d  b e f o r e  o u r  

c o m m i t  l e e  d a  b e i n g  I n  f a v o r  o f  t h e  n e t .  H e  h a a  d e v o t e d  a  g r e a t  d e a l  

o r  l i m e ,  r e s e a r c h  a n d  a n a l y s i s  t o  t h e  b i l l  a n d  f e e l s  t h a t ,  I f  e n ­

a c t e d  I n t o  l a w ,  I t  m i g h t  d o  f o r  t h e  s t a l e  o f  A l n e k a  w h a t  c  i r p o r a -  

i l o i n  h a v e  d o n e  f o r  t h e  s t n t e  o f  D e l a w a r e  I n  t e r m s  o f  i n c o m e  t o  

o u r  s t a t e .

W h e n  w e  b e g a n ,  M r .  S c h l o n h o r g ’n  f i v e  n r n a s  o f  o o n c o r n  w a r e :

1 .  A p p l i c a b i l i t y  o f  f e d e r a l  a r i d  s t a t e  s e c u r i t i e s  l a w n  

t o  a  l i m i t e d  l i a b i l i t y  c o m p a n y ;

2. A l l e n  o w n e r s h i p  d i s c l o s u r e ;

1 ,  L i m i t e d  l i a b i l i t y  c o m p a n y  n a m e ;

A .  P i e r c i n g  t h e  c o r p o r a t e  v e i l ;  a n d ,

1 .  M t a c o l l a n a o u a  d r a f t i n g  c h a n g e s .



356 SENATE JOURNAL February -20, 1976

SB
35"

SJR
'17

Aa to the Items 1, 2, 3i and 5, there are no p r ob l em s  In the c o m­
mi t t e e  s ub s ti t ut e , In his opinion. V e  concur. As to Item A, the 
J u d i c i a r y  c o m m i t t e e  r e c o g n i z e s  that In c e r ta i n c i r c u m st a nc e s the 
ve i l by w h i c h  the l i mi t ed  li a bi l it y  company pr o t e c t s  ltr. m em b er s

f ro m  personal lia b il i ty  for the debts o f  the c o m o a n y  ou gh t  tc be 
pierced, h o l d i n g  the me m b e r s  pe r s o n a l l y  liable. T h e  c o m m i t t e e  feels 
that c i r c u ms t an c es  g i v i n g  ri s e to pe r so n al  l i a b i li t y of membe r s 
ou g ht  to be c l o s e l y  a k i n  to t h e kinds o f  ci r cu m s t a n c e s  w h i c h  p e r­
mit a court or a d m i n i s t r a t i v e  agency to set as id e  the " c o r po r at e  
veil" for the p u r p o s e  o f  h o l d i n g  corp o ra t e s h a r e h ol d er s  p e rs o n a l l y  
liable for the de bt s  o f  the corpor at i on .  Thus, In s it u a t i o n s  where 
the court w o u l d  set a s i d e  the c o r p or a te  enti t y to h o ld  s h a r e h ol d er s  
liable when the c o r p o r a t i o n  Is acti n g as the al t e r  ego of the 
s hareholders, or Is u n de r ca p i t a l i z e d ,  o r  whe r e a c o r p o r a t e  fiction 
la used as a mea n s of e v a d i n g  legal ob l ig a ti o ns ,  c i r c u m v e n t i n g  
statutes, p e r p e t r a t i n g  fraud, a c h i e v i n g  or p e r p e t r a t i n g  m on opoly, 
or for p r ot e c t i o n  of cri m e and J u s t i f i c a t i o n  o f  wrong, or any o t h e r  
circums ta n ce s  w h i c h  m i g h t  gi v e rise to the d i s r e g a r d  o f  the co r p o r a t e  
veil, tho c o m m i t t e e  e xp e ct s  the courts to treat the l im ited l i ability 
c omp a ny  In the s a m e  manner.

(The p r e ce e dl n g p a r a g r a p h  was fu r nished the c o m mi t te e  by Hr. 
S c h l o a b e r g . )

In other words, the limit e d li a bility compa n y act 3 h ou l d not be 
u ti l i z e d  as a d e v i c e  by wh i c h  the org a ni z er s  could av oi d  p e nalties 
for fraudulent or non - le g nl  p r o o o a l t I o n s  any m o r e  than they could 
If they were I n c o r po r at o rs  of a r e g u la r  corporation.

C ha i rm a n
S e n at e  Jud i ci a ry  C o m m it t ee

SENATE BILL NO. 3ti,l was referred to Ihe Rules Committee.

CONSIDERATION OF THE CALENDAR

SEC'iND REAPIN'; OF SENATE RESOLUTIONS

SENATE JOINT RESOLUTION NO. "7 (Congressional action on 
II.R. 2 0 0 ) wan rend the second time.

Senator Kerttula moved and asked unanimous consent that 
SENATE JOINT RESOLUTION NO. <17 be considered engrossed, 
advanced to third rending and placed on final passage. 
Without objection, It was no ordered.

SENATE JOINT RESOLUTION NO. '17 wan read the third I line.

The question being: "Shall SENATE JOINT RESOLUTION NO. «7
(Congretiaionnl act Ion on II.R. 200) pasa the Senato?" The 
roll was taken with tho following result:
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Teas: 20 Bradley, Butrovlch, Chance,
Colletta, Croft, Ferguson, Hohman, 
Huber, Kerttula, Meland, Miller, 
Orslnl, Poland, Rader, Ray, Rodey, 
Sackett, Tllllon, Willis, Ziegler

N a y s : 0

And so, SENATE JOINT RESOLUTION NO. 47 passed the Senate 
and was referred to the Secretary for engrossment.

SECOND READING OF SENATE BILLS

Senator Rader moved and asked unanimous consent that 
SENATE BILL NO. 491 (state- aid to school districts 
affected by state actl.ltles) be returned to the Rules 
Committee. Without objection, It was so ordered.

SECOND READING OK HOUSE DILLS

HOUSE BILL NO. ’20 (eye examinations for needy persona) 
was read the second lime.

Senator Ray moved and asked unanimous consent, for adop­
tion of the Finance Committee report, thus adopting the 
Senate committee substitute offered by that committee, 
page j 35. Senator Kerttula objected, then withdrew his 
objection. Without further objection, SENATE COMMITTEE 
SUBSTITUTE POR HOUSE BILL NO. 120 was adopted.

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 120 was 
reud the second time.

Senator Kerttula moved and aBked unanimous consent that 
SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 120 be 
considered engrossed, advanced to third reading and 
placed on final passage. Without objection, it was so 
o r d e r e d .

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 120 was 
read the third time.

The question being! "Shall SENATE COMMITTEE SUBSTITUTE 
POH HOUSE BILL NO. 120 (eye examinations for needy persona) 
pass the Senate'.'" The roll was taken with the following 
result:

SJR
47

SB
491

HE
120

SCS
HB

120
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SCS Yeas: 20 Bradley, Butrovich, Chance,
HB Colletta, Croft, Ferguson, Hohman,
120 Huber, Kerttula, Meland, Miller,

Orsinl, Poland, Rader, Ray, Rndey, 
Sackett, Tllllon, Willis, Ziegler

N a y s : 0

And so, SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL HO. 120 
passed the Senate.

Senator Kerttula moved and asked unanimous consent that 
the roll call on the passage of SENATE COMMITTEE SUB­
STITUTE FOR HOUSE BILL NO. 120 bo considered the roll call 
on the effective date clause. Without objection, it war 
so ordered.

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 120 was 
referred to the Secretary for engrossment.

HB HOUSE BILL NO. 1|2^ (membership of the advisory board on
l)2 t alcoholism) was read the second time.

Senator Chance moved and iisked unanimous consent for 
adoption of the Health, Educution and Social Services 
Committee report, thus adopting the Senate committee 
aabatltute offered by that committee, page Without
objection, SENATE COMMITTEE SUBSTITUTE FOR HOUSF. BILL 
NO. i)2l| was adopted.

SCS SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL No. wus
HB read the second time.
H2‘(

Senator Kerttula moved and naked nanlmoua consent that 
SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. Ii2t be 
considered engrossed, advanced to third reading and 
placed on final passage. Without objection, It was so 
ordered.

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 12‘l wn 3 
read the third time.

The question being: "Shall SENATE COMMITTEE SUBSTITUTE
FOR HOUSE BILL NO. H2J! (membership of the advisory board 
on alcoholism) pass the Senate?" The roll was taken with 
the following result:
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7eas: 20 Bradley, Butrovich, Chance,
Colletta, Croft, Ferguson, Hohman, 
Huber, Kerttula, Meland, Miller, 
Orsinl, Poland, Rader, Ray, Rodey, 
Sackett, Tllllon, Willis, Ziegler

Nay 3 : o

And so, SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL 
NO. <)2i passed the Senate and was referred to the Secre­
tary for engrossment.

UNFINISHED BUSINESS

The reconsideration of HOUSE BILL HO. 551 (supplemental 
appropriation to Legislative Affairs Agency) was not 
taken up this legislative day. HOUSE EILL NO. 551 was 
signed by the President and Secretary and returned to 
the House.

SPECIAL ORDERS

Senator Ferguson moved and asked unanimous consent that 
he be excused from a cull of the Senate February 23. 
Without objection, Senator Ferguson was excused.

ENOROSSMKHT AND ENROLLMENT

The following have been engrossed, 3 lgned by tho 
President and Secretary and transmitted to the House 
for Its consideration:

SENATE JOINT RESOLUTION NO. 17

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 120 

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO.

SENATE CONCURRENT RESOLUTION NO. 78 has been enrolled, 
signed by the President and Secretary, Speaker and Chief 
Clerk, and the engrossed and enrolled copies were trans­
mitted to the office of the Governor at 3:15 p.m. 
February 19, 1976.
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ANNOUNCEMENTS

Joint Gas Pipeline 
Impact Committee 
w/Resources and 
State Affairs

Judiciary

Commerce

Finance

Court Bldg.

Room 5 
Capitol

Room 6 
Capitol

Hth Floor 
Capitol

Feb 20 1:00 p.m.

Feb 22 1:30 p.m.

Feb 23 3:00 p.m.

Feb 2U 2:00 p.m.

ADJOURNMENT

Senator Kerttula moved and asked unanimous consent that 
the Senate adjourn until 2:00 p.m. February 23, 1976. 
Without objection, the Senate adjourned at 11:35 a.m.

Beverly Keithahn 
Secretary of the Senate

February 1976



C O R P O R A T I O N  V- P A R T N E R S H I P  

N O N - T A X  C O N S I D E R A T I O N S

C O R P O R A T I O N

LIFE P e r p e t u a l  in most cases.

ENTITY S e p arate legal person.

L I A B I L I T Y  No indivi d u a l  liability.

T R A N S F E R  OF I N T E R E S T  In absence of r e s trictio ns
interes t may be sold to 
s t r a n g e r s .

:APITAL C a p i t a l  may be e n l i sted
by sale of stock.

BUSINES S A C T I O N  A c t i o n  a u t h o r i z e d  by
sp e c ified perc entage  
of d i r e ctors and/or 
s t o c k h o l d e r s .

L I M I T E D  L I A B I L I T Y  C O M P A N Y

P A R T N E R S H I P L I M I T E D  LIABILITY C O M PAN Y

Ag r e e d  term, or life 
of any partner.

Not a separate entity 
from individual partner.

General p a r t n e r  i n d i v i d u­
ally liable for all o b l i­
gations. L i m ited p a r t n e r  
usually liable to the 
amount of capital c o n t r i­
bute d  .

New p a r t n e r s h i p  a g r e e m e n t  
u s ual ly required.

A g r e e d , 
y e a r s .

N o t  to e x c e e d  30

New capital s e c ured only 
by loans, increase in m e m­
be r s h i p  or new c o n t r i b u t i o n s  
by exis ting partners.

U n a n i m i t y  of p a r tners  
u s u ally required.

Se p a r a t e  legal entity.

No individual liability.

May be transferred; h o wever 
if all other m e m b e r s  do not 
a p p r o v e  of tne p r c p o s e u  transfer 
by unanimous w r i t t e n  consent:, the 
transferee has no right to p a r t i­
cipate  in tne m a n a g e m e n t  and 
affairs of tne company or to beccne 
a member, but is e n t i t l e d  only to 
r e c eive his share of tne profit 
or return of contributions .

Capital is c o n t r i b u t e d  in money 
or prope rty at inception or during 
the course of o p e r ation as set out 
in the A r t icles of Organization.

Action authorized by m a j o rity in^ 
interest of tne members.
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C O R P O R A T I O N

C R E D I T  C O N S I D E R A T I O N S  T h e  c o r p o r a t i o n  p o s s e s s e s

c r e d i t  a b i l i t y  a p a r t  f r o m  ■ 

s t o c k  m e m b e r s h i p .  C e r t i ­
f i c a t e s  of s t o c k  m a y  be 
u s e d  as c o l l a t e r a l .

M A N A G E M E N T  S h a r e h o l d e r s  m a y  i n v e s t

w i t h o u t  p a r t i c i p a t i o n  in 
m a n a g e m e n t .

f L E X I 3 I L I T Y  A  c o r p o r a t i o n  o p e r a t e s

w i t h i n  its c o r p o r a t e  
f r a n c h i s e  g r a n t e d  by 
t h e  s t a t e  o r  s t a t e s  in 

w h i c h  it is a u t h o r i z e d  to 

d o  b u s i n e s s .

B ■ T A X  F A C T O R S

T A X  3 U R D E N  A s  a s e p a r a t e  l e g a l

T p e r s o n a l i t y  a c o r p o r ­
a t i o n  is s u b j e c t  to 

t a x a t i o n ,  in a d d i t i o n  
to t h e  t a x a t i o n  o f  

th e  i n c o m e  r e c e i v e d  as 

d i v i d e n d s  b y  its m e m b e r s .

E l e c t i n g  "S m a l l  B u s i n e s s  

C o r p o r a t i o n " . (1) E a c n  

s h a r e h o l d e r ' s  p r o p o r t i o n a t e  
s h a r e  o f  t h e  c o r p o r a t i o n ' s  

u n d i s t r i b u t e d  t a x a b l e  i n c o m e  
is i n c l u d e d  in t h e  g r o s s  

i n c o m e  of t h e  s h a r e h o l d e r .  

T h e  c o r p o r a t i o n  p a y s  n o  t a x  
t h e r e o n .  T h i s  s u b s t a n t i a l l y  

p a r a l l e l s  t h e  t a x a t i o n  o f  a 

p a r t n e r ' s  i n c o m e  f r o m  t h e  

p a r t n e r s h i p .

T

P A R T N E R S H I P

C r e d i t  is c o i n c i d e n t a l  

w i t h  m e m b e r s h i p  a n d  
p a r t n e r s  a s s u m e  j o i n t  
a n d  s e v e r a l  r e s p o n s i b i l i t y .

I n t e r e s t s  in p a r t n e r s h i p s  
a r e  n o t  o r d i n a r i l y  a c c e p t e d  

as b a s i s  f o r  l o a n  o r  c r e d i t .

A l l  g e n e r a l  p a r t n e r s  i n v o l v e d  M a n a g e m e n t  of t h e  c o m p a n y  is in the 

in m a n a g e m e n t  r e s p o n s i b i l i t y  m e m b e r s  u n l e s s  m a n a g e m e n t  b y  a

m a n a g e r  o r  m a n a g e r s  t o  o e  e l e c t e d  

b y  t h e  m e m b e r s  is p r o v i d e d  in the 
A r t i c l e s  of O r g a n i z a t i o n .

F l e x i b i l i t y  is p e r h a p s  t h e  L i m i t e d  

L i a b i l i t y  C o m p a n y ' s  s t r o n g e s t  poirz 

T h e  A r t i c l e s  of O r g J n i z a t i o n  
w i l l  c o n t a i n  a m i n i m u m  c f  r e s t r i c­

t i o n s  a n d  the w o r k i n g  r u l e s  of the 
c o m p a n y  .may b e  c r a f t e d  in tne 

f o r m  of an o p e r a t i n g  a g r e e m e n t .

A  p a r t n e r s h i p  is a c o n t r a c ­

t u a l  r e l a t i o n s h i p  w h i c h  
m a y  b e  a l t e r e d  b y  u n a n i m o u s  
a g r e e m e n t  o f  t h e  p a r t n e r s .

L I M I T E D  L I A B I L I T Y  C O M P m MY

C r e d i t  w i l l  b e  e x t e n d e d  to t n e  

c o m p a n y  o n  tne s t r e n g t n  o f  its 
c o n t r i b u t e d  or t o - b e - c o n t r i b u t e d  
c a p i t a l .

E a c h  p a r t n e r  is t a x e a  o n  

h i s  p r o p o r t i o n a t e  s h a r e  
of i n c o m e  w h e t h e r  d i s t r i ­

b u t e d  o r  not.

P r i v a t e  r e v e n u e  r u l i n g  w i l l  b e  
r e q u e s t e d  of t h e  I n t e r n a l  R e v e n u e  
S e r v i c e  r e q u e s t i n g  t h a t  the c o mpaiy 

b e  c l a s s i f i e d  as a p a r t n e r s h i p  
f o r  f e d e r a l  t a x  p u r p o s e s . A s  

d r a f t e d  t h e  L i m i t e d  L i a b i l i t y  
C o m p a n y  w i l l  l a c k  at l e a s t  t w o  and 

p e r h a p s  t h r e e  o f  c n a r a c t e r -
i s t i c s  of a c o r p o r a t i o n ;  t h e  t n i r d  

c e n t r a l i z a t i o n  of m a n a g e m e n t ,  w i l l  

b e  l a c k i n g  if., m a n a g e m e n t  is 
r e s e r v e d  to t h e  m e m b e r s .
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C O R P O R A T I O N P A R T N E R S H I P L I M I T E D  L I A B I L I T Y  C O M P A N Y

T AX C O NCERN

PE N S I O N  TRUST

In c lose corporations, 
gross c o r p o r a t e  income i s ' 
r e d u c e d  by reasonable 
salarie s paid  to officer- 
s t c c k h o l d e r s . A c c u m u l a t i o n  
of p r o f i t s  m a y  be made up 
to at least $150,000 or to 
such larger e xtent as not 
to c o n s t i t u t e  avoidance 
of s u r t a x  by the stock­
holders and an unreasonable 
a c c u m u l a t i o n  in terms of 
the r e q u i r e m e n t s  of business. 
C o r p o r a t i o n  taxes, plus 
i n d i v i d u a l  t.ixes on the 
c o m p e n s a t i o n  for services 
or dividends, represent 
the tax b u r d e n  of the 
c o r p o r a t e  investment, as 
ag a i n s t  the individual 
tax pai d by partners.

A l l  earn ings and profits 
are taxable to the i n d i­
vidual partner, unaff e c t e d  
b y  a c c u m u l a t i o n s  of earn ings 
However, once so taxed, t h e r e­
after any d i s t r i b u t i o n s  of 
these earnings are tax e x emp t 
to the individual partner.

All earnings and taxes are 
taxable to tne m e m b e r s  w n etner  
distri b u t e d  or not. It is 
c o n t e m p l a t e d  that the distri b u t i o n  
rules and basis rules now appli- _ 
cable to tne p a r t n e r s h i p  interest 
will also be a pplica ble to a 
limited liability company.

Lt>%zzs !

E l e c t i n g  "Small Business
Jorooratioi.  U n d i stributed

income of an
is

taxable
e l e c ting corporat ion 
taxable p r o p o r t i o n a t e l y  
to ea ch shareholder.
S u b s e q u e n t  distri b u t i o n s  out 
of this income to the s h a r e­
hold e r s  are tax free. This 
s u b s t a n t i a l l y  parallels the 
t axation of a partner's income 
from the partnership.

C o r p o r a t e  contribution s to 
a p e n s i o n  trust, within 
the a m o u n t  a l lowed by law 
are d e d u c t i b l e  by the c o r­
poration. S t ockhola er- 
e m p l o y e e s  may be covered 
to same e x t e n t  as other

M e m b e r s  of a p a r t n e r s h i p  
are not em ployees and are 
not prcper b e n e f i c i a r i e s  
under an e x e m p t  Pension 
Trust. However, under the 
S e l f - E m p l o y e d  Ind ividuals 
Tax R e t i r e m e n t  A ct of 1962,

Unknown but it is s u g g e s t e d  that 
the rules now applicab le to a 
Subcha pter S c orporation  which 
impose the limits.of the Reogh 
P i r n  will also be applicable.
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TK

SOCIAL S E C U R I T Y  TAX

A S S I G N A B I L I T Y  OF 
I N T EREST OR INCOME

employees, so long as 
there is no d i s c r i m i n a t i o n  
in favor of such s t o c k­
holders .

E l e c t i n g  "Small Business 
C o r p o r a t i o n " . An electing  
c o r p o r a t i o n ' s  co ntri b u t i o n s  
to a p e n s i o n  trust, w i t h i n  
the a m ount a l lowed by law, 
are d e d u c t i b l e  by the 
c o r p o r a t i o n  from its taxable 
i n c o m e .

C o m p e n s a t i o n  p a i d  to s t o c k­
holding  officers and 
e m p l oyees is subject to 
Social Secur i t y  Taxes.

E l e c t i n g  "Small Business 
C o r p o r a t i o n " . C o m p e n s a t i o n  
pa i d  to s t o c k h o l d i n g  
O f f i c e r s  and e mployees is 
subject to Social Security 
T a x e s .

An u n q u a l i f i e d  transfer of 
stock o r d i n a r i l y  r e q u iring  
no o t h e r  person's consent, 
will e n t it le transferee to 
d i v i d e n d s  or d i s t r i b u t i o n s

E lecting "Small B u s i n ess 
C o r p o r a t i o n " . T r a n s f e r e e  
is e n t i t l e d  to div idends 
and distribut ions, but 
the stock m u s t  be trans­
ferred to an individual 
or estate and the t rans­
feree m u s t  consent to the 
c o n t i n u a t i o n  of the "tax 
option" status.

C O R P O R A T I O N PARTNERSHIP. L I M I T E D  L I A 3 I L I T Y  C O M P A N Y

partners w h o  own m o r e  than 
10% of the capita l or 
p rofi t interest in the part- 
n e r s n i p  may, d educt the f u ] 1 
amount of their c o n t r i b u t i o n  
to a pension plan up to 
$ 7 , 5 0 0 .

P artners do not pay Social 
Securit y Taxes upon their 
salaries from the p a r t n e r­
ship. However, they are 
require d to pay the tax on 
self-e m p l o y m e n t  income.

C o m p e n s a t i o n  for s e r v i c e s  
paid to employee, w h e t h e r  
m e m b e r  or not, s u b j e c t  to social 
s e c u r i t y  tax. D i s t r i b u t i o n  of 
p r ofi ts to m e m b e r s  w o u l d  not 
b e .

Any assig n m e n t  of i n t e r e s t  
r equires consent of the 
other partners and may 
create a new partnership.

A m e m ber's i n t erest in a L i mited 
L i a b i l i t y  C o mpany m a y  pe t r a n s­
ferred (see page 1). Income from 
date of trans fer taxed to t r a n s­
feree. May be capital gain to 
trans f e r o r  on t r m s f e r  of his 
interest.



C O R P O R A T I O N P A R T N E R S H I P L I M I T E D  L I A B I L I T Y  C O M P A N Y

COMMUNITY
P R O P E R T Y
STATES

DUAL M E M B E R S H I P S

D i v i d e n d s  fr om i n v e s t­
ments mad e f r o m  c o m m u n i t y  
p r o p e r t y  b e c o m e  community 
p r o p e r t y .

E l e c t i n g  "Small Business 
C o r p o r a t i o n " . Dividend s 
from i n v e s t m e n t s  made from 
c o m m u n i t y  p r o p e r t y  become 
c o m m u n i t y  property.

B e c a u s e  it w o u l d  be 
e x t e n d i n g  its credit, lia­
bil i t y  and the powers of 
the B o a r d  of D i r e ctors  
b e y o n d  legal scope, a 
c o r p o r a t i o n  c a n n o t  be a 
d i r e c t  m e m b e r  of a p a r t n e r­
ship in some states. Can 
in Alaska.
E l e c t i n g  "Small Business 
C o r p o r a t i o n " . Stock may 
not be held  by either a 
p a r t n e r s h i p  or another 
c o r p o r a t i o n .

W h e t h e r  income is c o m m unity  
or s e p a r a t e  income depends 
upon the law of the state 
of domicile.

A  p a r t n e r s h i p  m a y  own some 
or all of the stock of a 
c o r p o r a t i o n  and so function  
in two capacities.

Same as partnership, witn  
the results d e p e n d i n g  on 
the comir.unif-y p r o p e r t y  laws 
in the several states. A l a s k a  
does not have c o m m u n i t y  
property.

A  Limited L i a b i l i t y  C o m p a n y  
enjoys f l e x i b i l i t y  in this 
area and may be o wned by otner 
entities or i n d i v i d u a l s  and 
particip ate in otier entities 
and business enterprises.

(i ) An e l e cting "small b u s i n e s s  c o r p o r a t i o n "  is a d o m e s t i c  c o r p o r a t i o n  w h i c h  does not have more than 10 s hareholders 
and w h i c h  otherwis e comes w i t h i n  the r e q u i r e m e n t s  of S u b c h a p t e r  "S" of the Internal Revenue Code, and w h o s e  snare- 
holders e l e c t  to i n clude ir. tneir p e r s o n a l  income the c u r r e n t  taxable income o£ the corporation.
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May 19, 1976

The Honorab l t  Ter ry  Gar d i ne r  
Pouch V
Juneau,  AK 99811 

Dear Ter ry :

In response to y ou r  l e t t e r  o f  May 18, p l ea se  be adv i s e d  t ha t  we have no 
s t a t i s t i c a l  f o r  e s t im a t i n g  the impact o f  the l i m i t e d  l i a b i l i t y  compan i es .
The proponents o f  t h i s  l e g i s l a t i o n  have es t imat ed  t h a t ,  based on t h e i r  r e ­
sea r ch ,  t he re  may be up to 5,000 companies o r g a n i z i n g  i n  the S t a t e  o f  A l aska .
We have no ba s i s  on wh i ch  to c on f i rm  c r  r e f u t e  t h e i r  e s t im a t e .

The exac t  e f f e c t  o f  the enac tment  o f  t h i s  l e g i s l a t i o n  i s  d i f f i c u l t  to a s c e r t a i n  
a t  t h i s  p o i n t .  The law was d r a f t e d  w i t h  the i n t e n t  tha t  t hose companies are 
to be t r ea t ed as l i m i t e d  p a r t n e r s h i p s  for  tax purposes .  Our r e v i ew o f  the 
law would i n d i c a t e  t ha t  t h i s  i s p ro bab l y  c o r r e c t .  A c t u a l l y ,  the f i n a l  d e ­
c i s i o n  w i l l  be made by the I n t e r n a l  Revenue S e r v i c e  a f t e r  the law Is e n a c t e d .
To the best  o f  ou r  knowledge ,  t he r e  is no reason to b e l i e v e  t h a t  the S t a t e  o f  
Alaska w i l l  l ose any revenue as a resu l t ,  o f  t h i s  l e g i s l a t i o n ,  s i n c e  i t  wou ld 
appear tha t  the m a j o r i t y  o f  o r g a n i z a t i o n s  t ak i ng  advantage  o f  t h i s  law wou ld 
have o rgan i z ed  as p a r t n e r s h i p s  anyhow.

Our f i s c a l  note  a n t i c i p a t e d  revenue b e i ng  genera ted through our  normal  a u d i t  
of re t u r ns  f i l e d  and d i d  not  take i n t o  c o n s i d e r a t i o n  the a d d i t i o n a l  e s t ima t ed  
$1,000,000 wh i ch  w i l l  be gene ra t ed  in the form o f  f i l i n g  fees from the 5,000 
companies wh i ch  may o r g a n i z e  und'-r t h i s  s t a t u t e .

In summary, based on our  r e s e a r c h ,  i t  does not  appear t h a t  the S ta te  o f  Alaska 
w i l l  i n c u r  any loss o f  t ax  revenues from the enactment  o f  t h i s  l e g i s l a t i o n .
In f a c t ,  the S t a t e  shou l d  r e c e i v e  a d d i t i o n a l  revenue in the form o f  f i l i n g  
fees wh i ch I t  wou ld not no rma l l y  r e c e i v e .

I f  you have any f u r t h e r  ques t i ons  r ega rd i ng  t h i s  l aw,  p l e a s e  f e e l  f r e e  to 
c on ta c t  me.

S i n c e r e l y ,

) ‘ 
S t e r l  i ng U i l  1 agher
Commiss i oner



'ffi

D E P A R T M E N T  O F  L A M

Pouch K,  C a p i t o l  B l d g .  
J u n e au ,  A l a s k a  99811

May 2 0 ,  1 9 76

JAYS. HAMMOND. GOVERNOR

The H o n o r a b l e  T e r r y  G a r d i n e r  
Cha i rman
House J u d i c i a r y  Commi t tee 
Pouch V
Jun e au ,  A l a s k a  99811

Re :  SB 35** -  L im i t e d  L i a b i l i t y  Companies
Dea r  R e p r e s e n t a t i v e  G a r d i n e r :

You have r e q u e s t e d  t h i s  o f f i c e  f o r  an o p i n i o n  f o r  t he  
J u d i c i a r y  Commi t tee r e g a r d i n g  th e  method o f  t a x a t i o n  which wou ld 
be imposed on a l i m i t e d  l i a b i l i t y  company.  B e c au s e ,  a s  you s t a t e  
i n  y o u r  l e t t e r ,  t h e  t ime  b e f o r e  a d j o u r nmen t  i s  s h o r t ,  and because  
o f  t h e  un ique  c h a r a c t e r  o f  t h e  l i m i t e d  l i a b i l i t y  company,  I  w i l l  
be u n a b l e  t o  g i v e  you a d e f i n i t i v e  answe r  t o  y o u r  o p i n i o n  
r e q u e s t .  A c c o r d i n g l y ,  I  w i l l  i n s t e a d  i n d i c a t e  t o  you o u r  b e s t  
j udgment  on t h i s  m a t t e r ,  r e a l i z i n g  t h a t  che I n t e r n a l  Revenue 
S e r v i c e  w i l l  make t h e i r  own d e t e r m i n a t i o n  on th e  q u e s t i o n  w i th  
r e g a i ’d t o  f e d e r a l  income t a x e s .

F o r  p u r p o s e s  o f  s t a t e  Income t a x e s  l e v i e d  unde r  AS *13. 
2 0 ,  a l i m i t e d  l i a b i l i t y  company w i l l  be t r e a t e d  a s  s p e c i f i e d  
by th e  I n t e r n a l  Reve ue Code and t h e  r e g u l a t i o n s  and r u l e s  
ad op t ed  by th e  I n t e r n a l  Revenue S e r v i c e  ( I R S ) .  S i n c e  l i m i t e d  
l i a b i l i t y  compan ies  do no t  e x i s t  i n  any o t h e r  s t a t e ,  and th e  
I n t e r n a l  Revenue S e r v i c e  w i l l  n o t  i s s u e  a r u l i n g  w i t h  r e g a r d  t o  
t h e i r  t a x  s t a t u s  u n t i l  SB 35** becomes l aw ,  no one can say w i t h  
c e r t a i n t y  how t h e y  w i l l  be t r e a t e d .  A f a i r  j u d gmen t ,  howeve r ,  
can be made by t e s t i n g  th e  e l emen t s  o f  a l i m i t e d  l i a b i l i t y  
company unde r  SB 35** a g a i n s t  t h e  r e q u i r e m e n t s  o f  S e c .  7 701  o f  
t h e  I n t e r n a l  Revenue Code and t h e  r e g u l a t i o n s  p r omu lg a t e d  
t h e r e u n d e r .  I n  v i ew i n g  SB 35*1 I n  t h e  l i g h t  o f  S e c .  7 7 01  o f  the  
I n t e r n a l  Revenue Code and Reg.  3 0 1 . 7 7 0 1 - 2 ,  i t  i s  o u r  b e s t  
j udgment  t h a t  t h e y  w i l l  be t a x e d  as p a r t n e r s h i p s .  Tha t  i s  
no t  t o  s a y ,  howeve r ,  t h a t  t h e  IRS wou ld  n o t  d e t e rm i n e  o t h e r w i s e ,  
s i n c e  o b v i o u s l y  t hey  m i g h t .  No one can say  w i t h  c e r t a i n t y ,  but  i t  i s  o u r  b e l i e f  unde r  p r e s e n t  r u l e s  t h a t  i t  wou ld be t a x e d  as 
a p a r t n e r s h i p  f o i  s t a t e  income t a x  p u r p o s e s .



The H o n o r a b l e  T e r r y  G a r d i n e r  
May 2 0 ,  1 9 76  
Page 2

F o r  o t h e r  t a x e s  imposed by the  s t a t e ,  such a s  b u s i n e s s  
l i c e n s e  t a x e s  and e x c i s e  t a x e s ,  t he  method o f  t a x a t i o n  does n o t  
v a r y  w i t h  t h e  t y p e  o f  t a x p a y e r .  A c c o r d i n g l y ,  SB 35^ s h o u l d  no t  
change t h e  method o f  t a x a t i o n  f o r  o t h e r  t a x e s ,  and a l i m i t e d  
l i a b i l i t y  company wou ld be s u b j e c t  t o  t a x  as  any o t h e r  p e r s o n  
whe t h e r  i n d i v i d u a l ,  c o r p o r a t i o n  o r  p a r t n e r s h i p .

S i n c e r e l y ,
AVRUM M. GROSS

JRM: chp
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F A U L K N E R ,  B A N F IE L D ,  D O O G A N  & H O L .  !r S
H E R B E R T  L F A U L K N E R  H 8 8 r -19721 S U I T E  201. 311 F R A N K L I N  S T R E E T
N O R M A N  C  B A N F I E L D  
FR A N K  M. D O O G A N

J U N E A U .  A L A SKA  9 9 8 0 1
T C L  S 8 6 - 2 2 IO  

a r e a  c o d e  9 0 7M I C H A E L  M.  H O L M E S  
R A N D A L L  J.  W E O D L E  
W IL L IA M  B.  R O Z E L L M ay 4, 1976
J A N  V A N  O O R T  

L A W R E N C E  T. F E E N E Y  
C H A R L E S  N. D R E N N A N  
P A T R IC K  E .  M U R P H Y  
T O M  B A T C H E L O R

T h e  H o n o r a b l e  T e r r y  G a r d i n e r  

Chairman, H o u s e  J u d i c i a r y  Committee 

S tate of A l a s k a  

P o u c h  V
Juneau, A l a s k a  99811

Re: SB 354 —  L i m i t e d  L i a b i l i t y  Companies

Dear C h a i r m a n  Gar diner:

P lease b e  a d v i s e d  that Huna  T o t e m  Corporation, a 

v i l l a g e  c o r p o r a t i o n  organized under the p r o v i s i o n s  of 

the A l a s k a  N a t i v e  Clai ms S ettlem ent A c t , s u p p o r t s  

g e n e r a l l y  the l i mite d liability c o m p a n y  c o n c e p t  and 

s u p p o r t s  s p e c i f i c a l l y  the version of SB 354 w h i c h  is in 

y o u r  committee.

J V D / a m z

c c : G e r a l d  G r a y
F r a n k  See, Sr
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THE L E G I S L A T U R E  O P  THE STATE OF ALASKA 
F ISCAL NOTE 

Second Session - Ninth legislature

I. R E Q U E S T
B i l l  No. CS SB 354 AM
Title: r'An Act re l a t e d  to L i m i t e d  L i a b i l i t y  C o m p a n i e s "

R e q u e s t e d  by: House Judiciary Committee Date I Ua-lZ-iy Z6
R e tur n Date Requested: 05-17-76
Agency: Revenue________________  Program: Aud LI

II. F I S C A L  D E T A I L
Budget R e q u e s t  Unit(s) Affected: Audit

A. E X P E N D I T U R E S : (Thousands of dollars)

O B J E C T FY 76 FY 77 FY 78 FY 79 FY 80 FY 8 1
100 P E R S O N A L  S E R V I C E S 39.4 39.4 63.1 63.1 86.8
200 T R A V E L 4.0 4.4 6.8 7.0 9.4
300 C O N T R A C T U A L 25.5 19.0 21.2 23.3 25.6
^100 C O M M O D I T I E S .4 .4 .6 . 6
500 E Q U I P M E N T 1 .2 .6 6
"6 00 L A N D  5 S T R U C T U R E S
700 GRANTS, CLAIMS, ETC.

T O T A L
-0- 70.5 63.2 92.3 94.0 123.2

B. F U N D I N G : (Thousands of dollars)

G E N E R A L  FUND -0- 70.5 63.2 92.3 94.0 123.2
F E D E R A L  FUNDS
O T H E R

C. POSITIONS:

P E R M A N E N T / T E M F O R  A R Y 0 / 0 2 / 0 1 2 / 0 I 3 / 0 I 3 / 0 4 / 0
MAN M ONTHS (°./T.) 1 “ / .Jlh. / 0 1 24 / 0 1.56— / 0 _lfLZ.(L .

T I J . A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

This is a new type of organization for Alaska as well as the rest of the United 
States. The sponsors anticipate up to 5,000 companies will organize under this 
statute in the first year. It is imperative that there be sufficient staffing 
to deal with Lhe many problems which will arise in how to file in Alaska as well 
as how Lo determine what portion of their income is taxable in Alaska. The 
positions requested are one (1) office auditor and one (1) tax examiner.
It is anticipated that these positions will generate $200,000 in additional 
revenue in the first year.

IV. A T T A C H M E N T S

/

V,. DATE: 0 - L7 - 76 P R E PARED BY:
A -

Original: L e g i s l a t i v e  Finance 
c c : B udget and Management

Prime Sponsor- (First Le gislator Named)

H/S 50
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M a y  26, 1 9 7 6

TO: S t e v e  Cowper and T e r r y  G a r d i n e r
RE: S en a t e  B i l l  354 AM

As you a r e  b o t h  p r o b a b l y  aware th e  most im p o r t a n t  
a s p e c t  o f  any b u s i n e s s  o p e r a t i o n  i s  t he  d i s t r i b u t i o n  o f  any 
income o r  l o s s .

I n  g e n e r a l ,  income and l o s s  t o  a c o r p o r a t i o n  a p p e a r  as 
an i n c r e a s e  i n  the  v a l u e  o f  the  company' s  s t o c k  o r  in t he  
fo rm o f  d i v i d e n d s .  In  the  case  o f  l o s s ,  l ow e r  v a l u e s  o f  
s t o c k  and no d i v i d e n d s .  Of c o u r s e  many t a x  a p p l i c a t i o n s  
e x i s t  w i t h  r e g a r d  t o  income o r  l o s s  f o r  e x amp l e ,  t a x  l o s s  
c a r r y  f o rw a r d s  and d e f e r r e d  t a x e s .  The l o s s  a s  income is  
d i s t r i b u t a b l e  t o  t h e  s h a r e s .

In t he  case  o f  a s o l e  p r o p r i e t o r s h i p  the  p r o p r i e t o r
must ( o b v i o u s l y )  b e a r  d i r e c t l y  t h e  bu rden  o r  b e n e f i t ;
t hough  t h e r e  a r e  some t a x  b e n e f i t s  t o  t he  p r o p r i e t o r ,  t hey
have l i t t l e  v a l u e .

P a r t n e r s h i p s  g e n e r a l l y  a t t r i b u t e  d i s t r i b u t i o n  p e r  
ag r eemen t  o f  the  p a r t i e s  n o r m a l l y ,  a l o n g  the  l i n e s  o f  t h e i r  
f i n a n c i a l  i n t e r e s t s .  P a r t n e r s  a r e  g e n e r a l l y  i n d i v i d u a l l y  
l i a b l e  f o r  a l l  o b l i g a t i o n s .  L im i t e d  p a r t n e r s h i p  p a r t n e r s  
a r e  l i a b l e  t o  t he  e x t e n t  o f  c a p i t a l  c o n t r i b u t e d .

L im i t e d  l i a b i l i t y  compan ies  who ge t  l e t t e r s  o f  i n t e n t  
t o  c o n t r i b u t e  c a p i t a l  o r  p r o v i s i o n a l  l e t t e r s  o f  c r e d i t ,  o r  
who have t h e  s t r e n g t h  and c o n n e c t i o n s  t o  have l ong l i n e s  o f
bank c r e d i t ,  g a i n  a d i s t i n c t  t a x  ad v an ta g e  th r o u g h  the I LG.

EXAMPLE: Two " h e a v y s "  c o n t r i b u t e  $ 55 K each = 110 K
Ten o t h e r s  c o n t r i b u t e  $ 10 K each = 100 K
12 I n d i v i d u a l s   ̂ 2̂ TT) K

The LLC t a k e s  the  210 K p l u s  i t s  " l i n e "  o f  c r e d i t ,
$ 700  K, and beg ins  o p e r a t i o n s - - d r i l I s  a w i l d c a t  w e l l  f o r  
e x amp l e .  " L o s s e s "  a r e  i n c u r r e d  f o r  t h r e e  y e a r s  = each 
member o f  t h e  LLC has h i s  p r o p o r t i o n a t e  s h a r e  o f  l o s s  
" d i s t r i b u t e d "  t o  h im.  lie may r e d u c e ,  in p r o p e r  c i r c u m s t a n c e s ,
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h i s  t a x a b l e  income i n  o t h e r  v e n t u r e s  by the  amount o f  t h i s  
l o s s .  T h i s  o s s ,  l i k e  h i s  g a i n ,  i s  a s s e s s e d  i n  the  amount 
o f  h i s  i n t e r e s t .  I f  t he  c a p i t a l  and th e  b o r r owed  f unds  
( c r e d i t  l i n e )  a r e  h ig h  ( $ 9 1 0 , 0 0 0 )  and i f  a l l  o f  t he  o p e r a t i o n  
showed a l o s s  t hen  the  p a r t n e r s  ( 1 - 2 )  wou ld  have a " l o s s "  
t h e y  c o u l d  u s e ,  i n  t h i s  ex amp l e ,  27 1/2% o f  9 1 0 , 0 0 0  o r  
$ 2 5 0 , 2 5 0 .  The amount o f  i n v e s tm en t  was $55 K so the  l i m i t e d  
l i a b i l i t y  a l l o w s  a l o s s  f i v e  t im e s  g r e a t e r  t han the  amount 
o f  i n v e s tm e n t .

The o t h e r  p a r t n e r s ,  5 - 1 2 ,  have j u s t  shy o f  1 / 2  i n t e r e s t  
(5% o f  t o t a l  i n v e s t  ea ch )  t h e i r  l o s s  b e n e f i t  wou ld be o n l y  
5% o f  4 0 9 , 5 0 0  ( 2 0 , 4 7 5 ) .  F o r  t h e  sm a l l  p a r t n e r ,  he g e t s  a 
t a x  b e n e f i t  two t ime s  h i s  i n v e s tm e n t .  I f  t h i s  were t o  
c o n t i n u e  s e v e r a l  y e a r s  t h e  b e n e f i t  wou ld be s u b s t a n t i a l  when 
p r o f i t s  were f i n a l l y  made and d i s t r i b u t e d .  P a r t n e r s  couTd 
c a r r y  t a x  l o s s e s  f o rw a r d  t o  a p p l y  a g a i n s t  f u t u r e  d i s t r i b u t i o n  
o f  income.  (Numbe r l e s s  t a x  " a d v a n t a g e s "  e x i s t  a l o n g  s i d e  
t h i s  one examp l e  o f  l o s s - - c a r r y  f o r w a r d . )  Income c o u l d  be 
d i s t r i b u t e d  f o r  up t o  f i v e  y e a r s  w i th  no t a x  l i a b i l i t y .  I f  
p r e v i o u s  l o s s e s  were i n c u r r e d  as p a r t  o f  a p l a n .  Of  c o u r s e  
in o i l  i f  you h i t  a b ig  one t ax  l i a b i l i t i e s  a r c  i r r e l e v a n t .

In my v i ew t h e r e  wou ld  bo a d e f i n i t e  t ax  ad v an ta g e  f o r  
members o f  I .LC's in  A l a s k a  i f  SB 554 becomes 1 awT The re 
wou ld ,  c o n c u r r e n t l y ,  lie a t a x  d i s a d v a n t a g e  t o  the  s t a t e  
s i n c e  we use the  F e d e r a l  Revenue Code which c o n t a i n s  a l l  the 
Lo opho1e s . The S t a t e  c o u l d  l o s e  f a r  more than i t  g a i n ed  in 
f i l i n g  Tees .  L i k e l y  as not  most o f  t h e s e  Co rps  would no t  be 
"A 1a s k a n "  C o r p s .  F u r t h e r ,  t h e  a p p l i c a t i o n  o f  t h i s  t o  m u l t i n a t i o n a l  
c o r p o r a t i o n s  s h o u l d  be t h o r o u g h l y  and c a r e f u l l y  r e s e a r c h ed  
and i n v e s t i g a t e d .

See A t t a ch ed
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l*l\, [c ii+~~ (tj y*v Lj 2 /u'yj pJ' l̂ l [c

A  lTI/v-X V/ ̂ Xc^v^L-o " * \ (w C L v ^ a - < ^ r « J L l  Xusl~u. J. Lr~ ~̂V'»

Tl_~<^ v^-c*v-^0^ t,~j ( C^j

C ?

1 a }c J cJ l Ct>7V^O c i ^ l A .
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COLE , HART IG , RHODES, NORMAN , MAHONEY , & GOLTZ

H O Y T  M.  C O L E  
R O B E R T  L .  H A R T I G  
J A M E S  D .  R H O D E S  
J O H N  K .  N O R M A N  
R O B E R T  J. M A H O N E Y  
K E I T H  A .  G O L T Z  
B E R N A R D  J.  D O U G H E R T Y

A  P R O F E S S I O N A L  C O R P O R A T I O N  
A T T O R N E Y S  A T  L A W  

S U I T E  201  
7 1 7  K  S T R E E T  

A N C H O R A G E ,  A L A S K A  9 9 5 0 1  
( 9 0 7 )  2 7 4 - 3 5 7 0

Februar y 24, 1976
S .  R O D N E Y  K L E E D E H N

M E M O R A N D U M

RE: CS Senate Bill #354, Limited Li ability C o m pany Act

Senate Bill 354 was introduced by Senator C o l l e t t a  in the 
first session of the ninth legislature and hearings on the 
bill have been held in the Senate C o m merce and Ju diciary 
C o m m i t t e e s .

The bill should provide additional revenues to the State of 
A l ask a in excess of one m i l lio n dollars per year. This r e­
venue will be derived from filing fees and annual fees for 
the regi stration of the limited liability company.

The Act is designed to provide a business entity to be used 
by perso ns d esiring to invest both in Alaska and outside Alaska. 
Through its use as an investment entity outside Alaska, the 
Act w o u l d  provide revenue to the state witl out correspondi ng 
liability of any kind.

Use of the limited liability company will not in any way 
reduce income taxes payable to the state as it will be used 
mainly by investors currently using a p a r t n e r s h i p  or limited 
partne r s h i p  fo m.

Miles Schlosber , Director of tho Division of Banking, S e c u r i­
ties, Small Loai s & Corporations, has testified before the
Senate Judiciary Committee on two occ asions and the a d m i n i s­
tration has taken a position of "in favor" in their lettei to
Senator Jalmar M. Kerttula of May 5, 1975.

E nclosed are explanat ory materials to assist you with regard 
to the propose d legislation.

obert L. Harfzig



M E M O R A N D U M  

LIMITED L I A B IL ITY COMPAN Y

The limited liability c o m pany  has p r e decesso rs in 

N ew Jersey, Pennsylvania, M i c h i g a n  and Ohio. In New Jersey 

ar.d Ohio it was known as a "limited p a r t n e r s h i p  association" 

and in Pennsylvania and M i c h i g a n  as a " partnership a s s o c i a­

tion" .

The business entity w h i c h  we will now call the 

limited liability company had its origins in the third quarter 

cf the 19th century. It was adopted in Pennsylva nia in 1874, 

in M i c h i g a n  in 1877, in New Jersey in 1880, and in Ohio in 

1831. No other states have used this form of business entity.

The reason for its creat i o n  seems to be the p a r t i­

cularly restri c t i v e  corpo r a t i o n  statutes c ommo n in the late 

part of the i9th century. At that time in the d evel o p m e n t  

of the corporate entity, the restrictions in some states 

included the limitation of business to one state, the l i m i t a­

tion cf the c o r p o r a t i o n 1s business to a sole purpose stated 

in the A r t icles of Incorporation and various similar confining 

requirements. In the early days of the d e v e l o p m e n t  of the 

corporation, the case law also was extremel y restr i c t i v e  on 

what a corpor a t i o n  could do and how it could do it, because 

of the roots in the English system that a corporation, being 

chartered by the Crown, was authorize d to do on ly what the 

Crown specifically authorized it to do.



ArA <-

In the early 20th century, these restr i c t i o n s  on 

c o r p o r a t e  acti vity were greatly reduced and have continued 

to be reduced through the introduction of the D e l a w a r e  c o r­

porate statute and the Model Business C o r p o r a t i o n  Act, upon 

w h i c h  m a n y  states have based their c o r p o r a t i o n  statutes.

T hese statutes gave much greater freedom to the shareholders 

and the board of dire ctors to structure the a ctivi t i e s  of 

the c o r p o r a t i o n  to m e e t  their particular needs. This has 

e speci a l l y  been true in the ci se or c l osel y held c o r p o r a t i o n 

w hich m o s t  often is a family corporation. Indeed, some states 

have adopted statutes which govern the a c t ivi ty of such close 

c o r p o r a t i o n s  and give them wide latitude in arranging their 

affairs. As these new corporate statutes were a d o p t e d  by 

the various states and the case law governing the activities  

of c o rporatio ns began to be less restrictive, the v e h i c l e  of 

the limited p a rtners hip association or p a r t n e r s h i p  a ssociatio n  

fell in to disuse.

In introducing the Limited Liability C o m p a n y  Act in 

the State of Alaska, it is our desire to provide to investors, 

and p a rti cularly real estate investors, the o p p o r t u n i t y  to 

utilize this new form of business entity to conduct their 

business affairs with less expense and fewer restrictions.

The O h i o  statute proves to be not usable for these 

o b j e c t i v e s  because of its preclusion of dealing in real estate
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from the uses of the Ohio  L i mited P a r t n e r s h i p  Association,

(Ohio Rev. Stats. §1783. 03.).

Also, the statutes in the other states are s u b s t a n­

tially m o r e  r e s t r i c t i v e  than the A l aska l e gislation being 

i ntroduced and thus provide a less useful v e h icle for conduct 

of a business. For example, the N e w  Jers ey statute (NJ Stats. 

Ann. §42.3-1) r e q uires that the p rincipal place of business 

of a New J ers ey limited p a r t n e r s h i p  a s s o c i a t i o n  m u s t  be 

e s tab lished and m a i n t a i n e d  within the State of N e w  Jersey.

The Ohio and M i c h i g a n  statutes, though a little less r e s t r i c­

tive, still require that that o r g a n i z a t i o n  shall have its 

princi pal office or principal place of business within the 

state. The Pennsylvan ia statute was repealed in 1966, except 

as to professions whi ch are not permitted to incorporate in 

the state.

The Alask a proposed legi slation does away vith this 

r e q u i r e m e n t  as to the principal o f f i c e  or principal place of 

business. The reason for this is the desire to d r a w  to the 

state investors interested in organizing under the Alaska 

L i mited Liabi l i t y  C o mpany  Act for business or i nvest ment in 

other states as well as the State of Alaska. The legislation 

require s a registe red agent in the state which w ould always 

insure a resid ent on w h o m  process can be served in suit against 

the limited liability company.
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The l egislation proposed would provide a good amount 

of revenue each year to the state as there are pr ovisions in 

the proposed legislation for the following fees:

1. A  filing fee upon formation of the Limited Liability 

Company, w h i c h  is based on capital invested upon a 

sliding scale to a m a ximum of $1,000;

2. An annual fee of $100;

3. A  filing fee for amendment to the C e r t i f i c a t e  of O r g a n i­

zation of $25.00; and

4. A  filing fee of $25.00 upon dissolution.

It is suggested that this form of business entity 

will d r a w  a substantial number of investors from other states 

who, up to this time, have used the limited partnership, c o r­

por ation or joint venture vehicle for their i n v e s t m e n t s .

In the first ten mo nths of 1974, a p p r o x i m a t e l y  1,300 

limited par tnerships were filed in the State of Texas, which 

requires a filing of the limited p a rtnership within  the state.

In Texas this is used as a revenue m e a s u r e  and there is a 

r equir e m e n t  of a filing fee which rapidly reaches the m a x i m u m  

fee of $2,500 at capital contributed of $500,000. This figure 

would not at all be uncommon in the real estate m a r k e t  of today.

It is estimated that in excess of half of these 

limited partnerships would be drawn to use the Limited L i a b­

ility C o m p a n y  authorized by the proposed legislation in the
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State of A l a s k a  to conduct their business or to direct their 

investments, thus providing this increased revenue for the 

State. This figure is only for the State of Texas and it is 

suggested that this legislation would be attra ctive to i n v e s­

tors of all states and may substantially c o n t r i b u t e  to the 

r e ven ue of our state.

In addition, it is hoped that in drawing investors 

to the state for the purpose of uti lizing our Limited Liability 

C o m p a n y  A c t  as a vehicle for investment in other states, such 

investors will also use the device as an investment entity in 

our state, thus providing increased w o r k  for real estate p e r­

sonnel, title companies, and all those persons who assist in 

transactions conce rning real estate. In addition, it will be 

ne c e ssary for each limited liability c o m p a n y  to establish and 

m a i n t a i n  a registered agent in the state and it will be n e c e s­

sary for the state to employ a number of additional persons to 

file and a dminister the limited liability companies.

The provisions of the act enable the persons forming 

a limited liability company to provide for m a n a g e m e n t  of the 

limited liability company either by the member s or by a manager 

or m a n a g e r s  elected by the members  of the limited liability 

company. The voting power of the m e m b e r s  is to be in p r o p o r­

tion to their investment in the capital of the company. As 

with a corporation, the liability of the limited liability



company  is to be limited to assets of the company. A  m emb er 

would have u liability not to exceed his c o n t r i b u t i o n  to the 

company or any a mount  w hich he is co mmitted to c o n t r i b u t e  but 

has not as yet contributed. Why would this vehicle be used 

rather than a limited partnership? Because it comb ines the 

attracti ve c h a r a c t e r i s t i c s  of a c o r p o r a t i o n  with  the a t t r a c­

tive c h a r a c t e r i s t i c s  of a partnership.

It is hoped that in submitting a request  for a p r i­

vate ruling from the Internal Revenue Service of the United 

States T r e a s u r y  Department, a ximited liability company could 

obtain p a r t n e r s h i p  c l a s s i f i c a t i o n  for tax purposes.

Th e r e  are four chara c t e r i s t i c s  in distin g u i s h i n g  

between p artn ership c l a s s i f i c a t i o n  and c l a s s i f i c a t i o n  and tax a­

tion as an a s s o c i a t i o n  or c o rporation for purposes of the 

Internal Revenue Code. These are: (1) cent ra l i z a t i o n  of

management; (2) contin u i t y  of life; (3) free transferability  

of interests; and (4) limited liability.

In order to be taxed as an association, an entity 

m u s t  have m o r e  corporate charac t e r i s t i c s  than p a r t n e r s h i p  c h a­

racteristics. A similar problem with  regard to taxation is 

faced by the limited p a r t n e r s h i p  vehicle which v/ould often 

request advanced revenue rulings to make  the limited p a r t n e r­

ship a ttrac t i v e  to an investor.

As drafted, the limited liability company obviously 

would always have limited liability.



It is expected that the Internal Reve nue Service 

would rule favorably o n  the con tinuity of life characteritttic 

because of provi sion 10.50.180 w h i c h  states that a limited 

liability company shall be dis solved upon the death, r e t i r e­

ment, resignation, expulsion, bankruptcy, d i s s o l u t i o n  of a 

m e m b e r  or occu rrence of any other event w h i c h  terminates the 

c o n t inued m e m b e r s h i p  of a m e m b e r  in the limited liability 

company, un less the business of the limited liability c o m pany 

is c o n t i n u e d  by the con sent of all the remaining m e m b e r s  

thereof. Thus, w i t h o u t  consent of all the remaining members, 

the limited liability compan y would be d i s s ol ved upon one of 

the stated events.

Free transferability of interests is treated in 

Section 10.50.170. This section provides that a m e m b e r  may 

always transfer his interest in the limited liability company, 

but unless unanimous approval is o btained from the other m e m­

bers, the member transferring an interest, can transfer merely 

the p rofit and loss interest and not a right to share in the 

m a n a g e m e n t  of the limited liability company.

As to the char acteristic of c e n t r a l i z a t i o n  of m a n a g e­

ment, the provisions of the proposed legis lation enable the 

me m b e r s  of the limited liability company to choose whethe r the 

limited liability company will be gove rned by themselves as 

m e m b e r s  or by a manager or m a n a g e m e n t  elected by them. If the



mei bers choose to retain management, the limited liability 

c o m p a n y  w o u l d  also lack the c o r p ora te character istic of c e n­

tra l i z a t i o n  of management.

Thus, it can be seen that at least two and possibly 

three of the corporat e c h a r a c t e r i s t i c s  may be lacking in the 

c l a s s i f i c a t i o n  of the limited liability comp any as a p a r t n e r­

ship or as an a s s o c i a t i o n  for the purposes of the Internal 

R e v e n u e  Code.

In conclusion, a limited liability company offers 

the investor a business entity which combines the attract ive 

eleme n t s  of both a p a r t n e r s h i p  and a corporation. It combines 

the limited liability o f fered to shareholders of a c o rporatio n 

w i t h  the tax treatment of a partnership.

T h e  p o s sibilities of increased revenue to the state 

have been set forth and it appears that increased revenues in 

e xcess of one m i l l i o n  dollars may be ob tained with very little 

increased expense incurred.
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§ 301.7641 PROCEDURE AND ADMINISTRATION

S U P E R V IS IO N  O F  O P E R A T IO N S  O F  C ERTA IN  
M A N U F A C T U R E R S

§ 3 0 1 .7 6 4 1  [C o m p r i s e s  Code  sec t ion 
7 6 4 1 ,  see 2 6  U .S .C .A .  ( I . R .C .  
1 9 5 4 )  § 7 6 4 1 ]  

§ 8 0 1 .7 6 4 1 - 1  S u p e rv is io n  o f  o p e r a ­
t ions  o f  c e r t a in  m a n u fa c t u r e r s

F o r  regu la t ion s  under section 7641, 
except the p rov is ions th e re o f re la t ing  
to the m anu fac tu re  o f  opium su itab le  
f o r  smoking purposes, see Subparts  E,

I / F
F, G, and H o f  P a r t  45 o f  this chipUf 
(M isce l laneous Stamp Tax Refpil*. 
t io n s ) .  F u r  regu la tions relating to tW 
manu fac tu re  o f  opium suitable f i f ! 
smoking purposes, see 26 CFR (193$) 
150 (N a rco t ic s  Regu la tions 3, 3 P .£  
1402 ) as made app licab le to aectlob 
7641 o f  the 1954 Code by Treasury D *  
cision 6091, approved August 16, 19ft| 
(1 9  F .R .  5167 ) .
Added Nov. 3. 1967, 32 F .R . 15241.

PO SSE SS IO N S

§ 30 1 .7 65 1  [C om p r i s e s  Code  section 
7 6 5 1 ,  s ee  2 6  t . S .C .A .  ( I . R .C .  
1 - 5 4 )  § 7 6 5 1 ]  

§ 3 0 1 .7 6 5 2  [C o m p r i s e s  Code  section 
7 6 5 2 ,  see 2 6  I J .S .C .A . ( I . R .C .  
1 9 5 4 )  § 7 6 5 2 ]  

§ 3 0 1 .7 6 5 3  [C o m p r i s e s  C ode  sec t ion  
7 6 5 3 ,  see 2 6  IJ .S .C .A . ( I . R .C .  
195-1) § 7 6 5 3 ]

§ 8 0 1 .7 6 5 4  [C om p r i s e s  Code section 
7 6 5 1 ,  see 2 6  IJ .S .C .A . (I .R .C . 
1 9 5 4 )  § 7 6 5 4 ]

1
§ 3 0 1 .7 6 5 5  [C om p r i s e s  Code sectlos 

7 6 5 5 ,  see 2 6  IJ .S .C .A . (I .R .C . 
1 9 5 1 )  § 7 6 5 5 ]

D E F IN IT IO N S

§ 8 0 1 .7 70 1  [C o m p r i s e s  C od e  sec t ion  
7 7 0 1 ,  see 2 6  I J .S .C .A . ( I . R .C .  
1 9 5 1 )  § 7 7 0 1 ]  

§ 3 0 1 .7 7 0 1 - 1  C la s s i f ic a t io n  o f  o r ­
g an iza t io n s  f o r  t a x  puq>oscs

( a )  Person . The te rm  "p e rson "  in ­
c ludes an ind iv idua l, a corpo ra t ion , a 
pa r tnersh ip , a trust o r  estate, a jo in t -  
stock company an association , o r  a syn­
dicate, group, pool, jo in t  venture , o r  
o th e r  un incorpo ra ted o rgan iza t ion  o r  
g roup . Such term a lso  includes a 
gua rd ian , committee, trustee , exeeutor, 
a dm in is tra to r ,  t rus tee  in bankruptcy , 
rece iver , assignee f o r  the benefit o f  
c red ito rs , conservator , o r  any person 
act ing in a fiduc ia ry  capacity.

(b )  S tandards . The In te rn a l Reve­
nue Code prescribes certa in  categories, 
o r  classes, into which va r iou s  o rg an iza ­

t ions f a l l  f o r  purposes o f  taxation. 
These categories , o r  classes, include as­
soc iations (w h ich  a re  taxable as corpo­
ra t io n s ) ,  pa rtnersh ips , and trusts. The 
tests, o r  s tandards , which a re to be ap­
plied in de te rm in ing  the classification 
in which an organ izat ion belongi 
(w he th e r  it is an association, n partner­
ship, a trust , o r  o the r taxable entity) 
a re determined under the In te rna l Rev­
enue Code. Sections 301.7701-2 to
301.7701 4 set fo r th  these tests, o; 
s tandards , which a re  to be applied in 
determ in ing whethe r an organization is
( 1 )  an association (see § 301.7701-2),
( 2 ) a pa r tne rsh ip  (see § 301.7701-3 ) , or
( 3 )  a t rus t (see g 301 .7701 -4 ) .

( c )  E ffect o f  loca l law . As indicated 
in pa rag raph  (b )  o f  th is section, the 
classes into which o rgan iza t ions are to 
be placed f o r  purposes o f  taxation are 
determined under the In te rn a l Revenue 
Code, Thus , a p a r t ic u la r  organization 
might be c lassified as a t ru s t  under the

K e p t  t o  d a t e  b y  U .  S .  C o d e  C o n g r e s s i o n a l  a n d  A d m i n i s t r a t i v e  N e w s  P a m p h l e t s
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D E F IN IT IO N S § 301.7701-2

of one S tate and a co rpo ra t ion  u n - ] §  3 0 1 . 7 7 0 1 - 2  A ssoc ia t ion s , in e lud -
the law o f  ano the r State . However, 
purposes o f  the In te rn a l  Revenue 

this o rgan iza t ion  would be un i ­
classed as a t rus t , an association 

therefore , taxab le  as a co rpo ra - 
or some o th e r  entity , depending 

its nature under the c lassification 
o f  the In te rn a l  Revenue Code.

, the term “ p a r tn e rsh ip ”  is not 
to the common-law meaning o f  

but is b ro ade r  in its scope 
includes groups not commonly 

»d partnersh ips. See § 1.7G1-1 o f  
chapter ( In com e  Tax  Regu la t ion s ) 

301.7701-3. The te rm  “ c o rp o ra ­
ls not lim ited to the a rt i f ic ia l  en­

tity usually known as a corpo ra t ion , but 
includes a lso an assoc ia tion , a t rus t  
classed as an association because o f  its 
nature o r its activ ities , a jo in t-s tock  
company, and an in su rance  company. 
Although it is the In te rn a l  Revenue 
Code rather than loca l law which es­
tablishes the tests o r  s tandards  which 
will be applied in de te rm in ing  Hie c lass ­
ification in which an o rgan iza t ion  be­
longs, local law  governs in de term in ing 
whether the lega l re la t ionsh ips  which 
have been estab lished in the fo rm a t ion  
ot an o rgan izat ion a re  such that the 
standards a re  met. Thus , it is loca l law 
which must be app lied in determ in ing 
such matters as the lega l re la t ionsh ips 
of the members o f  the o rgan iza t ion  
among themselves and with the public 
al large, and the in terests o f  the mem­
bers o f  the o rg an iza t ion  in its assets. 
Nevertheless, the labe ls app lied by loca l 
law to o rgan izat ions, which may now o r  
hereafter be au thor ized  by loca l law, a re 
in and o f  themse lves o f  no importance in 
the c lassification o f  such o rgan iza t ion s  
for the purposes o f  taxa t ion  under the 
internal Revenue Code. Thus , a p ro fe s  
aional service o rgan iza t ion , fo rm ed un ­
der the law o f  a State au tho r iz ing  the 
formation by one o r  more persons o f  a 
so-called p ro fe ss iona l serv ice c o rp o ra ­
tion, would not be c lassified f o r  p u r ­
poses o f  taxa tion  as a “ c o rp o ra t ion "  
merely because the o rgan iza t ion  was so 
labeled under local law . See M o rr is sey  
et a I. v. Commiss ioner, 2 %  U.S. 344 
(1935). The c lass i fication in which 
professional serv ice o rgan iza t ion  be­
longs is determined under the tests and 
standards set fo r th  in §§ 301 .7701 -2 , 
301.7701-3, and 301 .7701 -4 .
Added Nov. 3, 1907, 32 F .R .  15241.

iug o rg an i z a t i o n s  labe led  
p o r a t i o n s "

•cor-

( a )  Charac te r is t ic s  o f  co rpo ra t ions .
( 1 )  The term  “ assoc ia t ion ”  r e f e r s  to an 
o rgan iza t ion  whose cha racte r is t ics  r e ­
qu ire  it to be classified f o r  purposes o f  
taxation as a corpo ra t ion  ra th e r  than as 
ano the r type o f  o rgan iza t ion  such as a 
pa r tne rsh ip  o r  a t ru s t .  T he re  a re  a 
number o f  m a jo r  charac te r is t ic s  o rd i ­
n a r i ly  f^und in a  pure co rpo ra t ion  
which, taken togethe r d is t ingu ish it 
f r om  o ther o rgan iza t ions . These n re :  
( i )  Associates, ( i i )  an ob jec t ive  to ca r ry  
on business and divide the gains th e re ­
from , ( i i i  cont inu ity  o f  l i fe ,  ( i v )  cen­
tra l i z a t ion  o f  management, ( v )  l iab i l i ty  
f o r  co rpo ra te  debts limited to corpo ra te  
property , and ( v i )  f re e  t ran s fe ra b i l i t y  
o f  in terests . W hethe r a p a r t i c u la r  o r ­
ganization is to be classified as an asso­
c iation must be determ ined by tak ing 
into account the presence o r  absence o f 
each o f  these co rpo ra te  characte r is t ic s . 
The presence o r  absence o f  these cha r ­
acterist ics w i l l  depend upon the fac ts  in 
each ind iv idua l case. In addit ion to the 
m a jo r  characte r is t ic s  set f o r th  in this 
subparag raph , o th e r fa c to rs  may be 
found in some eases which may be 
significant in c la s s i fy ing  an o rg an iza ­
tion as an association, a pa r tnersh ip , 
o r  a trust . An o rg an iza t ion  w i l l  be 
treated as an association i f  the corpo ­
ra te  characte r is t ics a re  such tha t the 
o rgan iza t ion  more nea r ly  resembles a 
co rpo ra t ion  than a p a r tn e rsh ip  o r  trust. 
See Morr issey  et a l. v. Commissioner 
(1 9 3 5 )  290 U.S. 344.

( 2 )  Since associates and an objective 
to c a r ry  on business f o r  jo in t  profit a re  
essentia l characte r is t ic s  o f  a l l  o rg an i­
zations engaged in business f o r  profit 
(o th e r  than the so-ca lled one-man co r ­
po ra t ion  and the sole p ro p r ie to rsh ip ) ,  
the absence o f  e ithe r o f  these essential 
characte r is t ics  w i l l  cause an  a r r a n g e ­
ment among co-owners o f  p rope r ty  f o r  
the development o f  such p rope r ty  f o r  
the separa te  profit o f  each not to be 
classified as an association . Some o f 
the m a jo r  characte r is t ic s  o f  a co rpo ­
ra t ion  a re common to t ru s ts  and corpo­
rat ions, and o thers  a re  common to p a r t ­
nerships and corpo ra t ions . Cha rac te r ­
istics common to t rusts  and co rp o ra ­
t ions a re  not m ate r ia l in a ttempting to 
d istingu ish between a t ru s t  and an 
association , and characte r is t ics  com­
mon to pa r tnersh ips and co rpo ra t ions

In t e r n a l  R e v e n u e  C od e  r e fe r e n c e s  a r c  Id e n t ic a l  w i th  2 6  U .S .C .A . ( I . R . C . 1 9 5 4 ) s e c t io n s

4345



I 301.7701-2 PROCEDURE AND ADMINISTRATION
a re  not m ate r ia l in attempting to dis­
t inguish between an assoc ia tion and 
a pa r tnersh ip . F o r  example, since 
cen tra l iza t ion  o f  management, c on t inu ­
ity  o f  l i fe , f re e  t r a n s fe ra b i l i t y  o f  in ­
terests , and lim ited l iab i l i ty  a re  gen­
e ra l l y  common to t rusts  and corpo­
rat ions , the de te rm ina t ion o f  whethe r a 
t ru s t  which has such charac te r is t ic s  is 
to be treated f o r  tax purposes as a 
t ru s t  o r  as an association depends on 
whethe r there  a re  associates and an 
objective to c a r ry  on business and di­
vide the gains the re f rom . On the o ther 
hand, since associates and an objective 
to c a r ry  on business and divide the 
gains the re f rom  a re  g en e ra l ly  common 
to both corpo ra t ions and pa rtnersh ips , 
the determ ination o f  whethe r an o rg an i­
zation which has such cha racte r is t ics  is 
to be treated fo r  tax purposes as a p a r t ­
nersh ip o r  as an association depends on 
whethe r there  exists cen tra l iza t ion  o f  
management, con t inu ity  o f  l i fe ,  free 
t ran s fe ra b i l i t y  o f  in terests , and limited 
l iab i l i ty .

( 3 )  An un incorpo ra ted  o rgan iza t ion  
sha l l  not be c lassified as an association 
unless such o rgan iza t ion  has more c o r ­
porate characte r is t ic s  than noncorpo ­
rate characte r is t ics . In  de term in ing 
whethe r an o rgan iza t ion  has more c o r ­
porate characte r is t ics  than noncorpo ­
rate  characte ris t ics , a l l  characte r is t ics  
common to both types o f  o rgan iza t ions 
sha l l  not be considered. F o r  example, i f  
a limited pa r tne rsh ip  has centra lized 
management and free  t r a n s fe ra b i l i t y  o f  
in terests but lacks con tinu ity  o f  l i fe  
and limited l iab i l i ty , and i f  the lim ited 
pa r tne rsh ip  has no o th e r  cha ra c te r is ­
tics which a re  signif icant in d e te rm in ­
ing its c lassification, such limited pa rt 
nersh ip  is nol c lassified as an assoc ia ­
tion. A lthough the limited p a r tn e r ­
ship a lso  has associates and an ob jec­
tive to c a r ry  on business and divide the 
gains the re f rom , these characte r is t ics  
a re  not considered because they a re  
common to both corpo ra t ions and p a r t ­
nerships.

( 4 )  The ru les o f  this section and
301.7701 3 and 301.7701 1 a re ap ­

p licab le on ly  to taxab le  yea rs  beginning 
a f t e r  December 31, 1!)(',(). However, fo r  
any  taxab le  yea r beginning a f t e r  De­
cember 31, 1960, but be fo re  October 1, 
10(11, any amendment o f  the agreement 
estab lish ing the o rgan iza t ion  w i l l ,  in 
the case o f  an o rgan iza t ion  in existence 
on November 17, I960 , be treated f o r  
purposes o f  de te rm in ing  the c lass i f ica ­

tion o f  the o rgan izat ion as being in ef­
fec t as o f  the beginning o f  such taxable 
y e a r  ( i )  i f  the amendment o f  the agree­
ment is made he fo re  October 1, 19G1. 
and ( i i )  i f  the amendment results in 
the classification o f  the organization 
under the ru le s  o f  this section and §5 

301 .7701-1 , 301.7701-3 , and 301 7701-4 
in the same manner as the organiza­
tion was classified f o r  tax purpo.es on 
November 17, 1960.

(5.) The ru le s  o f  paragraph (h )  of 
th is section a re  applicable only to tax­
ab le  years beginning a f te r  December 
31, I9 60 . However, in the case o f an 
o rgan iza t ion  fo rmed as a partnership 
association , a business trust, an ordi­
na ry  business corporation , or a pro­
fess iona l serv ice organization formed 
under a local law o r  regulatory rule 
specifica l ly au thor iz ing  the formation 
o f  such o rgan izat ions , the rules o f  para­
g raph (h )  o f  this section shall not ap­
p ly  to any taxab le yea r ending on nr 
be fo re  December 31 ,1964 , i f  such organ­
ization made its re turn fo r  any such 
taxab le  year , filed at o r p r io r  to the time 
( in c lud ing  extensions the reo f) that the 
re tu rn  fo r  such taxable year was re­
quired to be filed, ns i f  its income were 
subject to the tax imposed by section 
11 o f  the Code ( re la t ing  to tax imposed 
on co rp o ra t ion s ) .

<b) Continu ity  o f  li fe . ( 1) An or­
ganization has continuity o f  li fe if the 
death, insanity, bankruptcy, retirement, 
resignation, o r  expulsion o f  any mem­
ber w i l l  not. cause a dissolution nf the 
o rgan iza t ion . On the other hand. If 
Ihe death, insanity , bankruptcy, retire­
ment, resignation, o r  expulsion of any 
member wi l l cause a dissolution of the 
o rganization , continuity o f  l i fe  does not 
exist. I f  the retirement, death, nr In­
san ity  o f  a genera l partner o f  a limit­
ed pa r tne rsh ip  causes a dissolution of 
Ihe partnersh ip , unless Ihe rcmninitif 
genera l pa r tners  agree to continue the 
pa r tne rsh ip  o r  unless all remaining 
members agree to continue the partner­
ship, cont inu ity  o f  l i fe  docs not rxli l . 
See G lc iisder Text i le  Company (19(2) 
46 H.T.A. 176 (A ., C.H. 1942 -1 ,3 ) .

( 2 )  F o r  purposes o f  this paragraph, 
disso lution o f  an organization mean* »• 
a l te ra t ion  o f  the identity o f an organ­
ization by reason o f  a change in the re­
la t ionship between its members as de­
termined under local law. For exam­
ple, since tile resignation o f  a partner 
from  a genera l partnership destroy-* 
the mutual agency which exists hrlwrr*
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§ 301.7701-2  PROCEDURE AND ADMINISTRATION
snip Act, such a genera l pa rtnersh ip  
cannot achieve effective concentrat ion 
o f  management powers and, the re fo re , 
centra l ized management. U sua l ly ,  the 
act o f  any  p a r tn e r  w ithin the scope o f 
the pa rtne rsh ip  business binds a l l  the 
p a r tn e rs ;  and even i f  the pa r tners  
agree among themselves tha t the pow­
ers o f  management sh a l l  be exc lus ive­
ly in a selected few, this agreement w i l l  
be ineffective as aga inst an outs ide r 
who had no notice o f  it. In  addition, 
limited pa rtne rsh ips  sub jec t to a s ta t ­
ute correspond ing to the U n i fo rm  L im ­
ited P a r tn e rsh ip  Act, gene ra l ly  do not 
have centra lized management, but cen­
tra lized management o rd in a r i ly  does 
exist in such a lim ited pa r tne rsh ip  i f  
subs tan t ia l ly  a l l  the interests in the 
pa r tne rsh ip  a re  owned by the limited 
partners .

( d )  L im ited l iab i l i ty .  ( 1 )  An o rg an ­
ization has the corpo ra te  characte r is t ic  
o f  lim ited l iab i l i ty  i f  under loca l law 
there is no member who is pe rsona l ly  
liab le f o r  the debts o f  o r  c la ims against 
the o rgan iza t ion . Pe rsona l l iab i l i ty  
means that, a c red ito r  o f  an o rg an iz a ­
tion may seek persona l sa t is fac t ion  
f rom  a member o f  the o rgan iza t ion  to 
the extent tha t the assets o f  such o rg an ­
ization a re  insufficient to sa t is fy  the 
c red itor's  c la im . A member o f  the o r ­
ganization who is pe rsona l ly  l iab le  fo r  
the ob ligations o f  the o rgan izat ion may 
make an agreement under which ano th ­
e r  person, whether o r  not a member o f  
the o rgan iza t ion , assumes such liab i l i ty  
o r  agrees to indemnify  such member 
fo r  any such liab i l i ty . However, i f  un ­
der loca l law the Member remains liab le 
to such c red ito rs  no tw ithstanding such 
agreement, there exists persona l l i ab i l ­
ity with respect to such member. In 
the case o f  a genera l pa r tne rsh ip  sub ­
ject to a s tatute  co r respond ing to the 
Un i fo rm  Pa r tn e rsh ip  Act, pe rsona l l i a ­
bi lity  exists with respect to each gen­
e ra l pa r tner . S im i la r ly ,  in the case o f  
a limited pa r tne rsh ip  subject to a s ta t ­
ute cor respond ing to the U n i fo rm  L im ­
ited Pa r tn e rsh ip  Act, persona l l iab i l i ty  
exists with respect to each genera l p a r t ­
ner, except as p rovided in subparag raph 
( 2 ) o f  Ih is  pa rag raph .

( 2 )  In tin* ease o f  an o rgan iza t ion  
formed as a limited pa rtnersh ip , pe r ­
sonal l iab i l i ty  does nol exist, f o r  p u r ­
poses o f  this pa rag raph , with respect 
lo  a genera l p a r tn e r  when be has no 
substantia l assets (o th e r  than his in ter

est in the p a r tn e rsh ip ) which could be 
reached by a c red i to r  o f  the organiza­
tion and when no is mere ly  a "dummy”  
act ing as Ihe agent o f  the limited part­
ners. Notw iths tand ing the formation 
o f  the o rgan iza t ion  as a limited partner­
ship. when the limited pa r tners  act as 
the p i in c ip a ls  o f  such genera l partner, 
persona l l iab i l i ty  w i l l  exist with respect 
to such limited pa rtne rs .  A lso, i f  a cor­
porat ion is a genera l pa r tne r , personal 
l iab i l i ty  exists with respect to such gen­
e ra l p a r tn e r  when the corporation has 
substantia l assets (o th e r  than its inter­
est in the p a r tn e rsh ip ) which could be 
leached by a c red i to r  o f  the limited 
pa rtnersh ip . A genera l pa r tne r may 
contribute his services, hut no capital, 
to the o rgan iza t ion , hut i f  such general 
p a r tn e r  has substantia l assets (other 
I linn his in te rest in the partnership), 
there exists persona l l iab i l i ty . Further­
more, i f  the organ izat ion is engaged in 
f inancia l transactions which involve 
la rge  sums o f  money, and i f  the general 
pa r tners  have substantia l assets (other 
than I he ir  in terests in the partnership), 
there exists persona l l iab i l i ty  although 
the assets o f  such genera l partners 
would he insufficient lo  sat is fy  any sub­
s tan tia l portion o f  the obligations of 
the organ izat ion , In addition, although 
the genera l p a r tn e r  has no substantial 
assets (o th e r  than his interest in the 
p a r tn e r sh ip ), persona l l iabi lity  exists 
with respect to such general partner 
when lie is not mere ly  a "dummy" act­
ing as the agent o f  the limited part­
ners.

( e )  Free t ran s fe rab i l i ty  o f  interests.
( I )  An o rgan iza t ion  has the corporate 
characte r is t ic  o f  free t ransferabi l ity  of 
in terests i f  each o f  its members or those 
members owning substant ia l ly  a l l of the 
interests in the nrgnmzntinn have the 
power, without the consent of other 
members, to substitu te fo r  themsolvci 
in the same o rgan izat ion a person who 
is not a member o f  the organization. 
In o rd e r  f o r  this power o f substitution 
to exist iii the corpora ls sense, the 
member must he able, without the eon- 
sent o f  o ther members, to confer upon 
his substitute a l l the attributes of his 
interest in the organization , Thus, the 
characte r is t ic  o f  f ree  transferabi lity of 
in terests does mil exist in il case in 
which each member can, without the 
consent o f  o the r members, assign only 
his r ight to share in profi ts but cannot 
so assign his rights to participate in 
the management o f  the organization 
Fu r the rmore , a lthough the agreement
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provides f o r  the t r a n s f e r  o f  a member ’s 
interest, there  is no power o f  subst i tu ­
tion and no f re e  t ran s fe ra b i l i t y  o f  in ­
terest i f  under loca l law a t r a n s fe r  o f  a 
member’s in te re s t  resu lts in the d isso lu ­
tion o f  the old o rgan iza t ion  and the 
fo rmation o f  a new organization .

( 2 )  I f  each member o f  an o rg an iza ­
tion can t r a n s f e r  his in terest to a pe r ­
son who is not a member o f  the o rg an i­
zation o n ly  a f t e r  having offered such in ­
terest to th r  o th e r members a t its f a i r  
market va lue , it w i l l  be recognized that 
a modified fo rm  o f  f r e e  t ran s fe rab i l i ty  
o f in terests e x is t j .  In  de term in ing the 
classification o f  an o rgan izat ion , the 
presence o f  th is modified corporate  
characteristic w i l l  be accorded less s ig­
nificance than i f  such characte r is t ic  
were present in an unmodified fo rm .

( f )  C ross re fe rence . See pa rag raph
(b ) o f  § 301 .7 701 -3  f o r  the application 
to limited pa rtnersh  os o f  the ru le s  re ­
lating to c o rp o ra l  iracteris t ics .

(g )  Examples. m e  app lica tion o f  
the ru les described in this section may 
be i l lu s t ra ted  by the fo l low ing  exam ­
ples:

Example ( 1 ) .  (D e le te d )
Example (£ ) .  A g r ou p  o '  seven doc to r*  f o rm* 

a clinic f o r  the pu rpose  o f  fu rn ish ing , f o r  profi t, 
medical am i su rg ica l  serv ices to tho public. 
They each t r a n s f e r  asse ts  to the c lin ic , and 
their agreemen t p rov ides  th a t except upon com* 
plf ta Ih iu ldnt lon o f  the o rgan isa t ion  on the vo le  
of th re e - fou r th s  o f  Its members ,  no membe r linn 
any Ind iv idua l Inte rcut In Its assets . T h e i r  
agreement a lso  p rov ides that n e i th e r  ih e  death , 
Insanity, bank rup tcy ,  re t i remen t ,  res ignat ion , 
nor expuls ion o f  a  m em be r  shah cause the d ls- 
solution o f  the o rgan iza t ion .  However ,  under 
tho app l icab le  loca l law . a  m em be r  who with* 
draws does have the power to disso lve Ihe 
organization. Wh i te  the ag reemen t provides 
that the m anagemen t  o f  the c lin ic I* to ho 
vested exc lus ive ly  In an executive  committee  
of fou r  members  e lected l»y a l l  the members , 
this p rov is ion Is ine f fec t ive  as aga ins t  out* 
sldent who hud no notice o f  I t ;  and there fo re ,  
tho act o f  a n y  m em be r  w ith in the scopo o f  tho 
organizat ion ’ s business hinds tho o rgan izat ion  
Insofar as such ou ts ide rs  u ro  con c i in ed .  W h l lo  
tho ag reemen t dec la res  that each Ind iv idua l 
doctor a lone  Is l iab le  f o r  acts o f  ma lpract ice , 
members o f  the  c lin ic a re , never the less ,  person * 
ally liab le f o r  a l l deb ts  o f  the c l in ic  Inc lud ing 
claims based on ma lp rue tU  o. N o  m em be r  has 
the righ t,  without tho consen t o f  a l l  tho e the r 
members, to  t r a n s f e r  Ids Inte res t to a  docto r 
who Is not a m em be r  o f  the ctiltlc. The  o rg a n i ­
sation ban assoc ia tes and an ob jec t ive  l o  c a r ry  
on business and div ide the ga ins  (he re f rom . 
However, It duos not have the co rpo ra te  c h a r ­
acteristics o f  c on t inu i ty  o f  li fe , cen t ra l ized  m a n ­
agement, limited l iab i l i ty ,  and f ree  t rans fe r*  
Ability o f  Inte res ts . The  o rgan iza t ion  wi ll  ho 
classified an n pa r tn e rsh ip  f o r  a l l  pu rposes o f  
tho In te rna l  Revenue Code.

E> ample ( 3 ) .  A g r o u p  o f  t w e n t y  f i v e  l a w y e r s  
form' An o r g a n i z a t i o n  f o r  ( h e  p u r p o s e  o f  f u r *  
dia l l ing , f o r  p i o f t t .  l e g a l  s e r v i c e s  t o  t h e  p u b l i c .

T h e i r  a g re emen t  prov ides  th a t  the o rgan iza t ion  
w i l l  d isso lve upon the dea th , insan i ty ,  b a n k ­
ruptcy . re t i remen t ,  o r  e xpu ls ion  o f  a  member .  
W h i l e  th e i r  O fr reemcnt p rov ides th a t  the m a n ­
agemen t o f  the o rgan iz a t ion  is to be vested e x ­
c lus ive ly  In an  execut ive  c omm it tee  o f  f ive m em ­
bers e lected by  a l l  the  membe rs ,  th is p rov is ion 
Is Ine f fect ive os aga in s t  ou ts ide rs  who had no 
notice o f  i t ;  and , th e re fo re ,  the act o f  any  
membe r  w ith in  the  scope o f  the o rg an i z a t io n ’ s 
business binds the o rgan iz a t io n  I n s o fa r  as such 
outs ide rs  a ro  concerned . M embers  o f  the o r g a n ­
iza t ion a re  pe rsona l ly  l i ab le  f o r  a l l  debts , o r  
c la ims aga inst ,  the o rgan iza t ion .  No  membe r  
has tho r igh t , w i thou t  tho consent o f  a l l  the 
o the r  membe rs ,  to t r a n s f e r  his in te re s t  to  a 
law ye r  who  Is not a  m em be r  o f  tho o rgan izat ion . 
Th o  o rgan iza t ion  has assoc ia tes and an ob ject ive  
to c a r r y  on business and  d iv ide the ga ins th e r e ­
f rom . Howeve r ,  th e  f o u r  c o rpo ra te  c h a ra c t e r ­
ist ics o f  l im ited  l iab i l i ty ,  cen tra l ized  m an ag e ­
ment ,  f ree  t r a n s f e r a b i l i t y  o f  Inte res ts , and c o n ­
t inu ity  o f  li fe  a re  absen t In th is  ro se .  Tho  
o rgan iza t ion  wi l l be c lass if ied as a  pa r tne rsh ip  
fo r  a l l  pu rposes o f  the In t e rn a l  Revenue Code.

E x am p le  ( 4 ) .  A g roup  o f  tw en ty - f iv e  persons 
fo rm s  an o rgan iz a t io n  fo r  th o  purpose o f  e ng ag ­
ing In rea l  esta te  Inves tmen t  act iv it ies , Each  
membe r  has the powe r  to d isso lve  the o rg a n i z a ­
tion at a n y  t ime. The  m anagem en t  o f  the 
o rgan iza t ion  Ih vested exc lu s ive ly  In an exe cu ­
ti ve comm it tee  o f  live m embe rs  e lected by a l l  
the membe rs ,  and unde r the app l icab le  loca l 
law', no one ac t ing  w i thou t  the a u th o r i t y  o f  
th is committee  has the pow e r  to hind tho o r ­
gan iza t ion  by  his acts . U n d e r  tho app l icab le  
loca l law', each m em be r  Is pe rsona l ly  l iab le  fo r  
tho ob l iga t ions o f  the o rgan iza t ion .  E v e r y  m e m ­
ber has tho r igh t to  t r a n s f e r  I l ls In te res t  to 
a pe rson who Is not a  m em be r  o f  the o r g a n ­
iza t ion , hut ho must  f ir st  adv ise  the o rg a n i z a ­
tion o f  the proposed t r a n s f e r  and give It the o p ­
po r tun i ty  on a vote o f  the m a jo r i t y  to pu rchase  
tho In te res t  nt I ts  f a i r  m a rk e t  value. T h e  o r ­
gan iza t ion  lias assoc ia tes a nd  an  ob ject ive  to 
c a r r y  on business and  d iv ide  the ga ins th e r e ­
f rom . W h i le  tho o rgan iz a t io n  doe* have tho 
cha rac te r i s t ics  o f  c en t ra l iz ed  m anagemen t  and 
a  modi fied fo rm  o f  f re o  t r a n a fo rnb l l l t y  o f  In ­
te rests . It does no t have the co rpo ra te  c h a r ­
acte r is t ics  o f  c on t inu i ty  o f  l i fe  and l im ited l i a ­
bi li ty  U nd e r  tho c i rcumstances  presented , the 
o rgan i z a t ion  wi ll  he class if ied as a pa r tne rsh ip  
f o r  a l l  pu rposes o f  the In te rn a l  R evenue  Code.

E xamp le  ( 5 ) .  A g roup  o f  tw en ty - f iv e  persons 
fo rm s  an o rgan iz a t io n  f o r  the  pu rpose  o f  e n ­
gag ing In rea l esta te  Investment act iv i t ies .  U n ­
d e r  th e i r  ag reemen t ,  the o rgan iz a t ion  Is to  have 
a  l l f o  o f  tw en ty  y ea rs ,  and unde r the app licab le  
loca l law, no m em be r  has th o  power to  dissolve 
tho o rgan iza t ion  p r io r  to the exp i ra t ion  o f  that 
period T h o  m anagemen t  o f  the o rgan iz a t ion  Is 
vested exc lus ive ly  In an execu t ive  comm it tee  o f  
five members  e lected by a l l  the membe rs ,  and 
tinder the app l icab le  loca l btw no one act ing 
w ithout the a u th o r i t y  o f  th is c omm it tee  line 
the power to  hind the o rgan iza t ion  by his 
acts . U nd e r  the app l icab le  local law, each 
membe r  Is pe rsona l ly  l iab le  fu r  the ob l iga t ions 
o f  the o rgan iza t ion . E v e r y  membe r  has tho 
r ight to  t r a n s f e r  his Inte res t to a  pe rson who 
Is not a  membe r  o f  the o rgan iza t ion ,  hut ho 
imirit first adv ise the o rgan iza t ion  o f  Ihe p r o ­
posed t r an s fe r  and  g ive It th > oppo r tun i ty  on a 
vote o f  the m a jo r i t y  to  pu rchase  tho Inte rest 
at Its f a i r  m a rke t va lue  T h e  o rgan iza t ion  has 
associa tes and an ob je c t iv e  to c a r r y  nil business 
and div ide the  ga ins the re f rom . W h i le  th o  o r -
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pan lza t lo n  does not have  the co rpo ra te  c h a r ­
a c te r i s t ic  o f  limited li ab i li ty .  It docs have  c on ­
t inu i t y  o f  li fe , cen t ra l ized  m anagemen t ,  and  n 
mod I f led fo rm  o f  f re e  t r a n s fe ra b i l i t y  o f  Inte res ts . 
T h e  o rgan iza t ion  wi ll  he c lass if ied a s  an  a ssoc ia ­
t ion f  e nil purposes o f  the In te rn a l  Revenue 
Cod

Exam p le  ( 6 ) .  A g roup  o f  tw en ty - f iv e  persons 
fo rm s  nil o rgan iza t ion  f o r  pu rposes o f  engag ing 
In rea l  esta te  Inves tmen t act iv it ie s . Each 
mem be r  has the power to d isso lve  ttie o r g a n i ­
za t ion  a t  any  t ime. Th e  m anagem en t  o f  the 
o rgan iza t ion  Is vested exc lus ive ly  In an execu ­
ti ve  commit tee  o f  live members  e lected by a ll  
the members ,  and unde r the app l icab le  local 
law. no one ac t ing  w ithou t thr; a u th o r i t y  o f 
this comm it tee  has tho power to  hind the 
o rgan iza t ion  by his nets.  U nd e r  the app licab le  
loca l law . tho l iab i l i ty  o f  each m em be r  f o r  the 
ob l iga t ions o f  the o rgan iza t ion  Is l im ited to 
paid and  .subscribed capita l . E v e r y  membe r  
has the r ight to  t r a n s f e r  his In te re s t  to a person 
who Is not a membe r  o f  the o rgan iza t ion ,  bu t  he 
must tlrat adv ise the o rgan i z a t ion  o f  the p r o ­
posed t r a n s f e r  and give. It the opp o r tun i ty  on  n 
vo to  o f  the  m a jo r i t y  io  pu rchase  the Inte res t nt 
I ts  f a i r  m a rke t  value. The  o rgan iz a t ion  has a s ­
soc iates and an ob jec t ive  to  c a r r y  on business 
and d iv ide the ga ins th e re f rom . Wh i le  tho o r ­
gan iza t ion  does not have  the cha ra c te r i s t i c  o f  
con t inu i ty  o f li fe , it docs have  lim ited l iab il i ty , 
cen t ra l ized  management , and ii modi fied fo rm  
o f  f r e e  t r an s fe rab i l i ty  o f  In te res ts . The o r g a n ­
iza t ion  wi ll  ho c lassif ied as an assoc ia t ion fo r  
a l l  pu rposes o f  the In te rn a l  R evenue  Code.

E x am p le  ( 7 ) .  A g roup  o f  tw en ty - f iv e  persons 
fo rm s  an o rgan iza t ion  f o r  the pu rpose  o f  In v e s t ­
ing In secur it ies so as to educate the members  
In pr inc ip les and te r l i l ih iues o f  Inves tmen t p r a c ­
tices am i lo  sha re  the Income f r om  such In v e s t ­
ments . Whi le  the ag reemen t s ta te s  that the 
o rgan iza t ion  will  ope ra te  unt i l  t e rm ina ted  by a 
th re e - f o u r th s  voto of (be  to ta l i i i innhersh lp and 
wi ll  not te rm ina te  upon the w i thd raw a l  o r  dea th 
o f  tiny member . Under l lm  app l icab le  loca l law. 
a membe r  has Ihe  power lo  d isso lve  the o rg a n ­
iza t ion a t  any  l ime. Th e  business o f  the o r ­
gan iza t ion  Is ca r r ied  on hy the membe rs  at 
r e gu la r  mon th ly  meet ings ami buy o r  sell  
act ion m ay  be taken on ly  when voted by 
a m a jo r i t y  o f  the o rgan iza t ion 's  membersh ip 
present . E lected officer* p e r fo rm  on ly  m in i s ­
te r ia l  funct ions such as pres id ing ut meet ings 
and c a r ry in g  out th« di rec t ion*  o f  the member* .  
Members  o f  the o rgan iz a t ion  a re  pe rsona l ly  Hu* 
bln f o r  a l l  debts of, o r  clii lm.s aga ins t ,  tho I T -  

guni/.utinn. No membe r may  t r a n s f e r  Ids m em ­
bership . Tho o rgan iza t ion  has assoc ia tes m i l  
an ob jec t ive  to c a r r y  on business a nd  div ide Ihe 
ga ins th e re f iom , Howeve r ,  the o rgan iza t ion  
does i i o |  have tho c o rpo ra te  cha rac te r i s t ics  o f  
l im ited  l iab i l i ty ,  f re e  t r an s fe ra b i l i t y  of In te res ts , 
e o n i ln u l i y  o f  life, and cen tra l ized management .  
Thu o rgan iza t ion  wi l l he t rea ted  iu» a p a r t n e r ­
ship f o r  nil purposes o f  the I n te rn a l  Revenue  
Code.

( h )  OluMsilicnHon o f  p ro fe ss iona l 
service organizations. ( l )  ( i )  A p ro fe s ­
s iona l service o rgan iza t ion  is I routed 
as a co rpo ra t ion  ( o r  as an association 
and, I l ie re fo re , taxab le  as a c o rp o r a t i o n ) 
on ly  i f  il lias sufficient. c o rpo ra te  chnr- 
ncteriit lica to he c lassifiab le as a c o rpo ­
rat ion under pa rag raph ( a )  o f  Ib is sec­
tion, ra th e r  than as a pa r tn e rsh ip  o r  
p rop r ie to rsh ip . F o r  purposes o f  de te r ­

m ining the c lassification o f  an o rgan i­
zation unde r these regu la t ions , the term 
“ p ro fe ss iona l serv ice o rg an iza t ion ,”  as 
used in th is pa rag raph , means an o rgan­
ization fo rmed by one o r  more persons 
lo  engage in a business invo lv ing  the 
pe r fo rmance  o f  p ro fe ss iona l services 
f o r  pro fit which under loca l law, may 
not be organ ized and operated in the 
fo rm  o f  an o rd in a ry  business corpora ­
tion having the usua l cha rac te r is t ics  o f 
such a co rpo ra t ion . Thus, even i f  a pro­
fess iona l service o rgan iza t ion  is o rgan­
ized as an o rd in a ry  business co rpora ­
tion, th is pa rag raph applies i f  such cor­
poration is sub jec t to loca l regu la to ry  
ru les  which deprive such corpo ra t ion  o f 
the usua l characte r is t ics  o f  an o rd ina ry  
business •orporation . Th is  paragraph 
app lies irrespective o f  whethe r an o r­
ganization is labeled unde r  loca l law 
as a p ro fe ss iona l serv ice corporation, 
a p ro fe ss iona l service association, a 
I rust, o r  otherwise.

( i i )  In de term in ing whether a pro ­
fess iona l service o rgan iza t ion  has Ihe 
m a jo r  characte r is t ic s  o rd in a r i ly  found 
in a business corpo ra t ion  and whether 
any o th e r  s ignif icant fa c to rs  a re to be 
taken into account in c las s i fy ing  the or­
ganization , the special p ro fess iona l re­
quirements o f  Ihe p ro fess ion  engaged in 
by the members o f  the organization 
must lie taken into consideration . A l­
though such an o rgan iza t ion  may have 
associates and is engaged in business 
f o r  profit, the re la t ionsh ips  o f  the mem­
bers o f  such an o rgan iza t ion  to each 
o th e r as well as the ir  re la t ionsh ips to 
employees, to c l ients , patients, o r  cus­
tomers and lo  the public a re  inherently 
d i f fe ren t f rom  the re la t ionsh ips charac­
teristic o f  an o rd in a ry  business corpo­
ration . In determ ining the nature of 
these re la t ionsh ips , consideration must 
be given In the law under which Ihe 
o rgan iza t ion  is fo rmed , the character, 
a rt ic les  o f  association, bylaws, o r other 
documents re la t ing  to Ihe fo rmation of 
the o rgan izat ion , and a l l  o ther facts 
and ru les gove rn ing  o r  perta in ing lo 
such re la t ionsh ips in the usual course 
o f  the practice o f  the p ro fess ion  o f  the 
part ic ipants.

( 2 )  A p ro fe ss iona l serv ice organiza­
tion does not have continu ity  o f  life 
within the meaning o f  paragraph (b) 
o f  this section i f  the death, insanity, 
bankruptcy , ret irement, resignation, ex­
puls ion, p ro fe ss iona l disquali f ication, or 
election to inconsistent public office of 
any member wi l l (dete rm ined without
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regard  to any ag reement among the 
members) cause under loca l law the dis­
so lu tion o f  the o rgan iza t ion . A busi­
ness corpo ra t ion  has a con t inu ing  iden­
tity as an entity  which is not dependent 
upon a s h a reh o ld e r ’s active pa r t ic ipa ­
tion in any  capacity in the production o f  
the income o f  the co rpo ra t ion . F u r th e r ­
more, the in te re s t  o f  a sha reho !d f  : n an 
o rd ina ry  business corpo ra t ion  ii des 
a r igh t to share in the profits o f  t . 
poration, and such r igh t is not lega l ly  
dependent (dete rm ined w ithou t regard 
to any agreement among the sh a re ­
ho lders ) upon his pa rt ic ipa t ion  in the 
production o f  the co rpo ra t ion 's  income. 
However, the in te rest  o f  a member o f  a 
p ro fess iona l serv ice o rgan iza t ion  gen­
e ra l ly  is in ex tr icab ly  bound to the estab 
lishment and continuance o f  an employ­
ment re la t ionsh ip  with the o rgan izat ion , 
and he cannot sha re  in the pro fi ts  o f  a 
p ro fess ional serv ice o rgan iza t ion  unless 
he a lso  sha res  in the pe r fo rmance  o f  the 
services rendered by the o rgan izat ion . 
Fo r purposes o f  th is pa rag raph , the 
term "employment re la t ionsh ip "  is used 
to describe such active pa rt ic ipa t ion  by 
the member and is not restr icted to the 
eommon-law meaning o f  such term. I f  
local law , app licab le regu la t ions , o r  p ro ­
fessional ethics do not pe rm it a member 
of a p ro fe ss iona l service o rgan iza t ion  to 
share in its pro fi ts  un less an employ­
ment re la t ionsh ip  exists between him 
and the o rgan iza t ion , and i f  in such 
case, he o r  his estate is requ ired  to d is ­
pose o f  his in te rest  in the o rgan iza t ion  
if the employment re la t ionsh ip  te rm i­
nates, the continu ing existence o f  
the o rgan iza t ion  depends upon the 
will ingness o f  its remain ing members, 
if any, e ithe r to agree, by p r i o r  a r ­
rangement o r  a t the time o f  such 
termination, to acqu ire  his interest 
or to employ his proposed successor. 
The continued existence o f  such a p ro ­
fessional serv ice o rgan iza t ion  is s im i la r  
to that o f  a pa rtne rsh ip  fo rmed under 
the U n i fo rm  Pa r tn e rsh ip  Aet, whose 
business continues pu rsuan t to an ag ree ­
ment p rov id ing  that the business wi l l 
bo continued by the remain ing mem­
bers a f t e r  the w ithd rawa l o r  death o f  
a partner (see pa rag raph  (b )  o f  this 
section), and is essentia l ly  d i l fe rent 
from the cont inu ity  o f  l i fe  possessed 
by an o rd in a ry  business corpo ra t ion . 
Consequently, such a p ro fe ss iona l s e rv ­
ice o rganization lacks continu ity  o f  l i fe  

Ct) In  app ly ing  the ru les o f  p a ra ­
graph ( c )  o f  th is section, re la t in g  to

cen tra l iza t ion  o f  management, a p ro ­
fess iona l serv ice o rgan iza t ion  does not 
have cen tra l iza t ion  o f  management 
where the m anage rs  o f  a p ro fe ss iona l 
serv ice o rgan iza t ion  under loca l law 
a re  not vested with the cont inu ing ex ­
c lusive a u th o r i ty  to determ ine any  one 
o r  more o f  the fo l low ing  m at te rs :  ( i l  
The h i r in g  and fi r ing o f  p ro fe ss iona l 
members o f  the o rgan iza t ion  and its p r o ­
fess iona l and lay employees, ( i i )  the 
compensation o f  the members and o f  
such employees, (H i )  the condit ions o f  
employment— such ns wo rk ing  hours , 
vacat ion periods, and sick leave, ( i v )  
the persons who w i l l  be accepted as 
c lients o r  patients , ( v )  who w i l l  handle 
each ind iv idua l case o r  matter, ( v i )  the 
p ro fe ss iona l po lic ies and procedures to 
be fo l low ed  in hand ling  each ind iv idua l 
case, ( v i i )  the fees to be charged by the 
o rgan izat ion , ( v i i i )  the na tu re  o f  the 
records to be kept, th e i r  use, and th e i r  
disposit ion , and ( i x )  the times and 
amounts o f  d is t r ibu t ions  o f  the e a rn ­
ings o f  the o rgan iza t ion  to its members 
as such. Moreover , a lthough  a measure 
o f  cen tra l con tro l may exist in a p ro fe s ­
s iona l serv ice o rgan iza t ion , the man­
agers o f  a p ro fe ss iona l serv ice o rg an iza ­
tion in which a member re ta in s t rad i ­
tiona l p ro fe ss iona l respons ib i l i ty  c an ­
not have the con t inu ing  exc lus ive a u ­
tho r i ty  lo  determ ine a l l  o f  the matters 
described in the preceding sentence. I n ­
stead. such m easu re  o f  cen tra l con tro l 
is no more than that ex ist ing in an o rd i ­
na ry  la rge  p ro fe ss iona l pa r tne rsh ip  
which has one o r  more so-ca l led manag­
ing pa r tn e rs  and in which a member 
reta ins the t rad i t iona l p ro fe ss iona l a u ­
tonomy with respect to p ro fe ss iona l de­
cis ions and the  t rad i t iona l respons ib i l ­
ity o f  a p ro fe ss iona l person to the client 
o r  patient. Such measure o f  centra l 
con tro l is essen t ia l ly  d i f fe ren t f r om  the 
cen tra l iza t ion  o f  management existing 
in an o rd in a ry  business corpo ra t ion . 
T he re fo re ,  c en t ra l iza t ion  o f  manage­
ment does not exist in such a p ro fe s ­
sional service organ izat ion .

(• I ) A p ro fe ss iona l serv ice o rg an iza ­
tion has the c o rpo ra te  characte r is t ic  o f  
limited l iab i l i ty  w ith in the meaning o f 
pa rag raph  (c l) o f  th is section on ly  i f  
the pe rsona l l iab i l i ty  o f  its members, in 
the ir capac ity  as members o f  the o r ­
ganization , is no g re a te r  in any  aspect 
than that o f  s liareholdcr-etnp loyees o f  
an o rd in a ry  business corporat ion . I f  
under loca l law  and the ru les  pe rta in ­
ing to p ro fe ss iona l practice, a mutua l
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