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Reply to: Anchorage

February 28, 1994

“(IK! SCAIA3AA PLAZASuite 303 
JUNEAU, ALASKA BMCH249 TiiLXPHCjNc (son sec-eM TCLCCOPieRl 190,1 «WOOLO Direct Dial: 

( 9 0 7 )  2 6 3 - 8 2 5 1

FAX: 4 6 5 - 6 7 9 0
Representative Bill Hudson
Chairman, House Committee on Labor and Commerce 
state Capitol, Room 108 
Juneau, AK 99801-1182

Re: Sponsor substitute for House Bill 430
Limited Liability Companies 
Our Pile No. 2270-45

Dear Representative Hudson:

I am the chairman of a working group on limited liability 
companies composed of members of the Tax Law and Business Lav 
Sections of the Alaska Bar Association. I am writing to request 
that you promptly schedule a hearing before your committee regarding 
the limited liability company bill.

Limited liability companies are a relatively new form of 
business entity in the United states. More than 30 states have now 
enacted limited liability company legislation and legislation is 
pending in a number of other states.

A limited liability aompany is a business entity which combines 
the best features of a corporation and a partnership. Like 
corporate shareholders, limited liability company owners are not 
responsible company liabilities beyond thoir investment. Like a 
partnership, there is no corporate double taxation. Rather owners
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(like partners) incur federal income taxation at the individual 
level based on the profits and losses allocated to than.

Enclosed for your reference are a May 14, 1991 wall street
Journal article and a June 19, 1993 New York Tines article on
limited liability companies. Also enclosed is a brief bibliography 
on the subject and a February 22, 1994, letter from the Alaska
Society of CPA's endorsing Sponsor substitute for House Bill 420.

The proposed legislation is drawn largely from a prototype act 
drafted by a working group of the Business Law Section of the 
American Bar Association. Our Alaska working group has modified 
various provisions to conform with Alaska procedure and additional 
developments in the law. At this point the lack of limited 
liability company legislation puts Alaska at a competitive 
disadvantage in attracting Investment from outside. This is 
particularly so with foreign investors who are familiar with the 
limited liability company format because it is in common use in 
European, Asian and South American countries.

We appreciate your assistance in this matter. If you have any 
questions, please contact me.

Very truly yours,

HUGHES, THORSNESS, GANTZ,
POWELL & BRUNDIN
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C o p y rig h t 1993 The Naw York Times Company
The New York Times

Ju n e  19, 1993, S a tu rd a y , L ate  E d i t io n  - F in a l

S E C T I O N :  S e c t io n  If page 34? Column 1; F in a n c ia l  Desk; Your Money 
Page

L E N G T H :  5 7 S w o r d s  

H E A D L I N E :  T A X E S ;

The Many A dvan tages Of a H ybrid  company

BYLINE: J a n  M. Rosen

BODY
NEW YORK and  New J e r s e y  a re  e x p e c te d  to  e n a c t l e g i s l a t i o n  soon a llo w in g

p r i v a t e l y  owned b u s in e s s e s  and p a r tn e r s h ip s  to  o rg a n iz e  as  l im i t e d  l i a b i l i t y
co m pan ies , w h ich  com bine th e  ta x  ad v a n ta g e s  o f a p a r tn e r s h ip  w ith  th e  l e g a l  
p r o t e c t i o n  o f  in c o r p o r a t io n .

C a l i f o r n i a  and  a dozen  o th e r  s t a t e s  a r e  c o n s id e r in g  s im i la r  p ro p o s a ls ,  and  31 
s t a t e s  a l r e a d y  re c o g n iz e  l im i t e d  l i a b i l i t y  com panies - -  so  named b eca u se  
l i a b i l i t y  f o r  su ch  th in g s  a s  l e g a l  judgm ents a g a in s t  a company o r  b a n k ru p tc y  a r e  
l i m i t e d  t o  th e  e n t i t y ' s  a s s e t s  l i k e  a  c o rp o ra t io n .  These b u s in e s s e s  do n o t  pv 
t h e i r  o w n ers ' p e r s o n a l  a s s e t s  a t  r i s k  beyond t h e i r  o r ig i n a l  in v e s tm e n t .

" I t ’ s  th e  wave o f th e  f u tu r e ;  i t  p ro v id e s  more f l e x i b i l i t y  w ith  p r o te c t io n  
from  l i a b i l i t y , " s a id  Assemblywoman H a r r ie t  Derman, R ep u b lican  o f  M etuchen, who 
i s  s p o n so r in g  th e  m easure i n  New J e r s e y  and e x p e c ts  p a s sa g e  t h i s  m onth.

A cco u n tin g  f i rm s ,  f o r  exam ple, a r e  e a g e r  to  av o id  a  r e p e a t  o f  " th e  f i a s c o  
when L a v e n th o l & H trw ath  went u n d e r ,"  and p a r tn e r s  were p e r s o n a l ly  l i a b l e  f o r  
m i l l i o n s  o f  d o l l a r s  owed by  th e  p a r tn e r s h ip ,  she  s a id .  T hat b a n k ru p tc y , w hich 
l e d  t o  a  s n a r l  o f  l i t i g a t i o n ,  c au sed  some m anagers o f o th e r  f irm s  to  v o ic e  
d o u b ts  a b o u t a c c e p t in g  p a r tn e r s h ip s ,  i f  o f f e r e d .

K enneth  J .  N o rc ro ss , r p a r tn e r  in  P itn e y ,  H ard in , Kipp & 82uch in  M o rris tow n , 
N . J . ,  s a i d  t h a t  l i m i t e d  l i a b i l i t y  com panies co u ld  be u s e f u l  f o r  " e v e ry th in g  
from  new v e n tu r e s  a t  A.T.& T. down to  th e  c o rn e r  d e l i . "

w ith  p a r t n e r s h i p s ,  incom e and lo s s e s  flow  d i r e c t l y  to  th e  p a r tn e r s ,  a v o id in g  
c o r p o r a t s  t a x a t i o n ,  b u t  p a r t n e r s '  p e r s o n a l  a s s e t s  can be a t  r i s k  f o r  t h e i r  
f i r m 's  l i a b i l i t i e s .
To p r o t e c t  th e m se lv e s  from  l i a b i l i t y ,  b u s in e s s  owners can  in c o r p o r a te .  B ut th e y  
w i l l  f a c e  F e d e ra l  c o rp o ra te  t a x a t io n  u n le s s  th e  b u s in e s s  m eets th e  r ig o ro u s  
r e q u ire m e n ts  f o r  an  S c o r p o r a t io n :  no more th a n  35 p a r tn e r s ,  no f o r e ig n  p a r tn e r s  
and  o n ly  one c l a s s  o f  s to c k .

Fam ily  b u s in e s s e s  o f t e n  want two c l a s s e s  o f  s to c k , v o t in g  s h a re s  f o r  th e  
fa m ily  members a c t i v e  in  th e  b u s in e s s  and  n o n v o tin g  f o r  th o s e  who a re  n o t .  T hus, 
th e y  a r e  p re c lu d e d  from  a  S c o rp o ra t io n ,  b u t  th e y  co u ld  s e t  up a  l im i t e d  
l i a b i l i t y  company.

9 5 T H  S T O R Y  o f  L e v e l  2 p r i n t e d  i n  F U L L  f o r m a t .
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Partnership, C orporation A ren ’t O n ly Ways to Start O ut
F o r m i n g  a s  a  L i m i t e d  L i a b i l i t y  C o m p a n y  O f f e r s  B e s t  o f  B o t h  W o r l d s

By Jeffrey A. TanN^nbaum
S ts / /n e p o ite ro /T u f;W .'U .S T n r ;rT J o u S N a L
Robert H. Kane's start up enterprise Is 

a mouthful: Octagon Communications 
Limited Liability Co.
The name doesn't exactly have a ring to 

It. It's rather awkward on stationery and 
business cards. It even falls to convey the 
company's Intended business: Investments 
In rural cellulaMelephone companies.
But loud and clear, the name conveys 

something else: a new form of ownership 
that Mr. Kane and his seven partners ex­
pect will serve them well. Their enter- 
prise-to be based In Dcnver-ls neither a 
traditional partnership nor a traditional 
corporation. Rather, under Colorado law. It 
Is a "limited liability company," or LlC. 
Growing Interest
Mr. Kane and his partners expect to en­

joy the bes' 1 both worlds: the tax advan 
tages of a . tnership and the legal safe­
guards of . corporation. Yet they face 
none of the drawbacks associated with 
forming a so-called subchapter-S corpora­
tion. which also Is taxed much like a part­
nership. For example, S corporations can't 
have corporate shareholders, but LLCs 
can. "If some corporation ever wants to of­
fer me Jlllions of dollars for my Interest. 
I'll be able to sell It,” Mr. Kane says.
Not yet worth Jlllions. Octagon doesn't 

even have an office. But li Is In the fore­
front of a movement toward the LLC as a 
form of ownership for small U.S. busi­
nesses and Joint ventures. "Interest In the 
LLC concept Is growing remarkably fast." 
says John R. Maxfleld. a Denver lawyer 
who helped write the LLC law there.

Fast, anyway, by the slow-paced stan­
dards of lawmaking. In 1977. Wyoming be­
came the first state to authorize LLCs. but 
it took until 1988 for the Interna! Revenue 
Service to confirm that the new Wyoming 
entitles would be treated as partnerships 
for federal tax purposes.
To date, only five other staies-Colo- 

rado. Florida. Kansas. Virginia and. most 
recently. Utah-have followed Wyoming In 
authorizing their own LLCs, according to 
an American Bar Association survey. But 
lawyers Ir. many other states report grow­
ing Interest because of fhe IRS ruling. Two 
ABA panels are studying the topic, as Is 
the National Conference of Commissioners 
on Uniform State Laws, a group allied with 
the ABA. Meantime, moves are afoot to In­
troduce LLC statutes In Arizona. Illinois, 
Maryland. Michigan. Nevada, Ohio. Okla 
homa and Texas, the ABA survey fdund.
"I'm stunned by the amount of excite 

menl generated by these entities." says 
Barbara C. Spudis, a Chicago attorney and 
the head of one ABA panel on LLCs. 
Flexibility of a Partnership
One appeal of LLCs Is that, as with 

partnerships, any Income Bows through 
untaxed to the Individual owners. Such 
owners don't avoid personal taxes, but 
they do avoid corporate taxes. Regular 
corporations face higher maximum taxes 
In the first place. And If the corporations 
pay dividends, owners are taxed again.
Of course, S corporations avoid double 

taxatlon-bul they don't enjoy all the ad­
vantages of partnerships when It comes to 
Juggling Income and deductions. For ex­
ample, the 20%-owner of an S corporation

normally must pay taxes on 207? ot any In­
come. By contrast, partnership members 
are free to divvy up any Income and tax 
liability as they sec fit. Thus, equal part­
ners might change the allocations of profit 
or loss year to year to fit their Individual 
tax needs. LLCs offer the same freedom.
With LLCs. as with regular corpora­

tions, only the company’s assets, and not 
the owners' persona! assets, are at risk In 
business-related lawsuits. In partnerships, 
so-called limited partners enjoy such pro­
tection. but general partners don't. And 
limited partners lace restrictions on how 
active they can be In the business. LLCs 
are designed to protect all partners while 
Imposlo' no limits on their activity.
Not surprisingly, lawyers In a few 

states say LLCs are an easy sell. Since 
Colorado’s LLC statute went Into effect In 
April 1990. 250 LLCs have been organized 
there, an official says. Forming an LLC 
usually costs $1,000 to $5 ,000 In attorney 
and filing fees, depending on complexity, 
says Mr. Maxfield. the Denver lawyer.
But some state programs have draw­

backs. Florida LLCs are exempt from fed­
eral corporate taxes but subject to the 
state's 5.57<j corporate-lncome tax.. Since 
Florida has no personal Income tax affect­
ing partnership Income, ' that 5.57« is 
enough to scare people off." says Jose M. 
Sarlego, a Miami lawyer.
Moreover, the IRS has yet to give Its 

Imprimatur to any stale LLC program ex­
cept Wyoming's, though a lew LLCs else­
where have gotten favorable private letter 
rulings. And lawyers say It’s unclear how

enterprises treated as LLCs In their home 
states will be treated In stales without LLC ■ 
laws. Of the states without LLCs. Indiana 
alone explicitly recognizes LLCs organized 
elsewhere. "There nas been no litigation 
on LLCs," says Robert R. Keatlnge. a Col- ‘ 
orado lawyer who heads the other ABA 
panel on LLCs: "And nobody wants to be 
the test case." V
Benefit for Forelpers
SlJII, proponents say the LLC raises lit­

tle risk for enterprises operating only In 
their home slate or outside the U.S. And 
It’s Ideal for foreign Investors-normally 
barred from S corporations.
LLCs don't limit the number or type 

of owners, as S corporations do. except for 
a two-owner minimum. But because of 
other restrictions, only closely held enter­
prises are suited to be LLCs. For example, 
if any owner leaves, the others must all 
formally agree to keep the enterprise go­
ing. "If you have 200 members. It's hard to 
gel everybody to sign off on anything,'̂ . 
Mr. Keatlnge says. • .
i But even closely held companies fee* 
uncertainties on a number of technical and ; 
procedural Issues, such as whether the 
conversion of a partnership Into an LLC 
amounts to a "termlnaUon" under tax law, 
which might Increase tax liability. IRS nil 
Ings are still awaited. In the meantime 
warns Ms. Spudis. the Chicago lawyer 
many U jC investors are entering un 
charted territory.
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H o u s e  J u d i c i a r y  C o m m itte e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

R e : L i m i t e d  L i a b i l i t y  C om pany  B i l l  

D e a r  S i r s :

On F e b r u a r y  1 7 ,  1 9 9 4  t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  A l a s k a  S o c i e t y  
o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s  u n a n i m o u s l y  v o t e d  t o  e n d o r s e  t h e  
S p o n s o r  S u b s t i t u t e  f o r  H o u se  B i l l  4 2 0 ,  t h e  i n t r o d u c t i o n  o f  
l e g i s l a t i o n  a l l o w i n g  b u s i n e s s e s  t o  fo rm  a n d  o p e r a t e  a s  a  L i m i t e d  
L i a b i l i t y  C om pany  i n  t h e  S t a t e  o f  A l a s k a .

T h e  m e m b e r s h ip  o f  t h e  A l a s k a  S o c i e t y  o f  C e r t i f i e d  P u b l i c  
A c c o u n t a n t s  i s  S t a t e  w id e .  T he  B o a r d  i s  r e p r e s e n t a t i v e  o f  t h e  
m e m b e r s h i p .

I n  o r d e r  f o r  t h e  S t a t e  t o  c o n t i n u e  t o  g ro w  t h r o u g h  new  c o m m e rc e , 
i t  i s  i m p o r t a n t  t h a t  t h e r e  i s  f l e x i b i l i t y  i n  t h e  t y p e  o f  e n t i t y  a  
b u s i n e s s  c a n  f o r m .  T h e  S t a t e  s h o u l d  b e  a b l e  t o  o f f e r  t h e  sam e  
t y p e  o f  e n t i t i e s  a s .  a n y  o t h e r  s t a t e  o f f e r s  ( r i g h t  now  t h e r e  o v e r  
30  S t a t e s  t h a t  a l l o w  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 ) .

We l o o k  f o r w a r d  t o  t h e  p a s s a g e  o f  t h i s  la w  i n  a  s w i f t  a n d  
e x p e d i e n t  m a n n e r .  B u s i n e s s e s  t h a t  w a n t t o  o p e r a t e  a s  a  l i m i t e d  
L i a b i l i t y  C om pany  m ay n o t  w a i t  f o r  t h e  l e g i s l a t u r e ,  a n d  w i l l  s e e k  
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CS FO R SPO N SO R SU B STITU TE FO R H OUSE BILL MO. 420( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES THERRIAULT, Mulder, James

A BILL 

FO R AN ACT EN TITLED  

"A n  Act re la ting  to lim ited liability com panies; and  prov id ing  for an  effective 

d a te ."

BE IT  EN A C TED  BY T H E  LE G ISL A T U R E  O F T H E  STA TE O F  ALASKA:

* Section 1. AS 10 is amended by adding a new chapter to read:

CHAPTER 50. LIMITED LIABILITY COM PANY ACT.

ARTICLE 1. PURPOSES AND ACTIVITIES.

See. 10.50.010. AUTHORIZED PURPOSES. A limited liability company may 

be organized under this chapter for any lawful purpose.

Sec. 10.50.015. COM PLIANCE WITH O THER LAWS. If tin activity o f a 

limited liability company or the purpose for which a limited liability com pany is 

organized is subject to another provision o f law, the com pany shall also comply with 

the other provision o f  law.

ARTICLE 2. NAME; REGISTERED OFFICE AND AGENT;

SERVICE OF PROCESS.
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Sec. 10.50.020. LIMITED LIABILITY COMPANY NAME, (a) The name 

o f a limited liability company stated in the com pany’s articles o f organization must 

contain the words "limited liability company" or the abbreviation "L.L.C.," o r "LLC". 

The word "limited" may be abbreviated as "Ltd.," and the word "company" m ay be 

abbreviated as "Co."

(b) The name o f a city, borough, or village may be used in a limited liability 

com pany name; however, the name may not contain the word "city," "borough," or 

"village" or otherwise imply that the company is a municipality.

(c) A person may not adopt a name that contains the words "limited liability 

com pany" unless the person is organized under this chapter or is registered as a foreign 

limited liability company under this chapter.

Sec. 10.50.025. DISTINGUISHABLE NAM ES. The name o f a lim ited 

liability com pany must be distinguishable on the records of the departm ent from

( 1) the name o f a limited liability company, limited partnership, or 

corporation organized under the laws of this state;

(2) the name o f a foreign limited liability company that is registered 

under this chapter;

(3) the name o f a foreign corporation that is authorized to transact 

business in this slate;

(4) a name reserved or registered under AS 10.06.110 - 10.06.145 or 

this chapter; or

(5) a name reserved under AS 10.35.

Sec. 10.50.030. RIGHT TO RESERVE NAME. The exclusive right to use a 

name may be reserved by a

( 1) person intending to organize a limited liability company and to 

adopt the name;

(2) person intending to organize a foreign limited liability com pany and 

to register under this chapter,

(3) limited liability company, or a foreign limited liability com pany 

registered under this chapter, that intends to change its name; or

(4) foreign limited liability company that intends to register under this

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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chapter and to adopt the name.

Sec. 10.50.035. APPLICATION TO RESERVE COMPANY NAM E. 

Reservation o f a name under AS 10.50.030 is made by filing an application with the 

departm ent. If the departm ent finds that the name is available for use by a limited 

liability company, and is not a reserved or registered business name under AS 10.35 

or this chapter, the department shall reserve it for the exclusive use o f the applicant 

for a period o f 120 days.

Sec. 10.50.038. TRANSFER O F RESERVED NAME. The holder o f a name 

reserved under AS 10.50.030 may transfer the right to the exclusive use o f the name 

to another person by filing a notice o f transfer with the department, signed by the 

holder of the name, and specifying the name and address o f the transferee.

Sec. 10.50.040. REGISTRATION OF COMPANY NAME. A limited liability 

com pany or a foreign limited liability company may register its name if the name is 

distinguishable on the records o f the department from the names identified under 

AS 10.50.025.

Sec. 10.50.043. USE OF NONDISTINGUISHABLE NAME. Organization or 

registration under this chapter, or registration o f a name under this chapter, gives the 

person who has organized or registered under this chapter, or registered a nam e under 

this chapter, exclusive right to the use o f the name. The person may enjoin the use 

o f a name that is not distinguishable from the name to which the person has the 

exclusive right and the person has a cause of action for damages against a person who 

uses a nam e that is not distinguishable from the name to which the person has the 

exclusive right.

Sec. 10.50.048. PROCEDURE FOR REGISTRATION OF COM PANY 

NAME. Registration of a name under AS 10.50.040 is made by filing with the 

departm ent

( 1) a signed application for registration setting out the name o f the 

com pany, the state or territory under the laws o f which it is organized, the date of 

organization, a statement that it is conducting affairs, and a brief statem ent o f its 

principal activities; and

(2) proof from the jurisdiction where the company is organized that

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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indicates that the company is organized in that jurisdiction if the com pany is a foreign 

limited liability company.

Sec. 10.50.050. DURATION OF REGISTERED NAME. The registration o f 

a name under AS 10.50.040 is effective until the close o f the calendar year in which 

the application for registration is Filed.

Sec. 10.50.053. RENEWAL OF REGISTERED NAME, (a) The registration 

o f a name under AS 10.50.040 may be renewed each year by

(1) Filing an application for renewal setting out the facts required in an 

original application for registration;

(2) Filing proof o f organization required for an original registration; and

(3) paying a fee established by the department.

(b) An application for renewal shall be Filed between October 1 and D ecem ber 

31 in each year. The renewal extends the "registration for the following calendar year.

Sec. 10.50.055. REGISTERED OFFICE AND REGISTERED AGENT. A 

limited liability company shall continuously maintain in this state a registered agent 

and a registered office. The registered office may be the same as the office o f the 

company. The registered agent may be either an individual resident o f this state whose 

business office is the same as the registered office, o r a dom estic or foreign

corporation authorized to transact business in this state whose business office is the

same as the registered office.

Sec. 10.50.060. CHANGE OF REGISTERED OFFICE OR AGENT, (a) A 

limited liability company may change its registered office, agent, or both, by filing 

with the departm ent a verified signed statement that includes

( 1) the name of the company;

(2) the address o f its registered office;

(3) the address of its new registered office if the registered office is to

(4) the name of its registered agent;

(5 ) the name of its new registered agent, if the registered agent is to

and

(6) a statement that the change is authorized by the com pany’s

•4-
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manager, or, if the company is not managed by a m anager, by the members.

(b) If the department finds that the verified statement complies with this 

chapter, the department shall file it in the departm ent’s office. The change becomes 

effective when the statement is filed.

Sec. 10.50.063. CHANGE OR RESIGNATION OF REGISTEFJED AGENT,

(a) A registered agent o f a limited liability company may change the location o f the 

agen t’s office from one address to another in this state. The agent may change the 

registered office for each company for which the person is acting as registered agent 

by filing in the department a statement setting out the name o f the agent, the address 

o f the agent’s office, before change, the address to which the office is changed, and a 

list o f com panies for which the person is the registered agent. The statement shall be 

executed by the registered agent in the individual name o f the agent or, if the agent 

is a corporation, it shall be executed and verified by its president or a vice-president. 

The statem ent shall be delivered to the departm ent and the limited liability com pany 

and if the department finds that the statement com plies with this chapter, the 

departm ent shall file it. The change becomes effective when the statement is filed.

(b) A registered agent may resign by filing a written notice and an exact copy 

o f the notice with the department. The written notice o f resignation must set out the 

latest address o f the principal office of the company and the name, address, and title 

o f the manager, or, if the company is managed by its members, the names and 

addresses of the members of the company known by the agent. The department shall 

im mediately mail a copy of the notice to the com pany at its principal office. The 

resignation becomes effective 30 days after the filing of the written notice, unless the 

com pany sooner appoints a successor registered agent, as provided in AS 10.50.060.

Sec. 10.50.065. SERVICE OF PROCESS ON COM PANY, (a) The registered 

agent o f a limited liability company is an agent upon whom process, notice, or dem and 

required or permitted by law to be served upon the com pany may be served.

(b) If a limited liability company fails to appoint o r maintain a registered agent 

in this state, or if its registered agent cannot, with reasonable diligence, be found at the 

registered office, the com m issioner is an agent o f the company upon whom the 

process, notice, or demand may be served. A person may serve the com m issioner

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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under [his subsection by

( 1) serving on the commissioner or the designee o f the com m issioner 

a copy o f the process, notice, or demand, with any papers required by law to be 

delivered in connection with the service, and a fee established by the departm ent by 

regulation;

(2) sending to the company being served by certified mail a notice that 

service has been made on the commissioner under this subsection and a copy o f the 

process, notice, or demand and accompanying papers; notice to the company shall be 

sent to

(A) the address o f the last registered office of the com pany as 

shown by the records on file in the department; and

(3 ) the address, the use of which the person initiating the 

proceedings kn< w s or, on the basis'of reasonable inquiry, has reason to believe 

is m ost likely to result in actual notice; and

(3) filing with the appropriate court or other body, as part o f the return 

o f service, the return receipt o f mailing and an affidavit o f the person initiating the 

proceedings that this section has been complied with.

(o) The com missioner shall keep a record o f processes, notices, and dem ands 

served upon the com missioner under this section.

(d) This section does not affect the right to serve process, notice, or dem and 

required or permitted by law to be served upon a company in any other m anner 

permitted.

ARTICLE 3. ORGANIZATION AND DURATION.

Sec. 10.50.070. ORGANIZERS. Two or more persons may organize a lim ited 

liability company by signing articles o f organization and delivering the signed articles 

to the department for filing. A person who organizes a limited liability com pany may 

be a person who is not a member of the company when the company is organized or 

after the com pany is organized.

Sec. 10.50.075. CONTENTS OF ARTICLES OF ORGANIZATION. The 

articles o f organization o f a limited liability company must state

( 1) the name o f the company;

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(2) the purpose for which the company is organized, which may be 

stated to be, or to include, the conduct o f any or all lawful affairs for which a limited 

liability company may be organized under this chapter;

(3) the mailing address o f the com pany’s registered office and the name 

o f the com pany’s registered agent;

(4) if an election has been made that the existence o f the com pany will 

continue un ' i  a certain date or event, a statement of the election and the date or event;

(5 ) if applicable, that the company will be managed by a manager; and

(6) any other provision for the regulation o f the internal affairs o f the 

com pany that is consistent with this chapter and the laws of this state if the persons 

organizing the company elect to include the provision in the articles o f organization.

Sec. 10.50.078. DISCLOSURE OF COMPANY PURPOSES. The organizers 

delivering articles of organization under AS 10.50.070 shall deliver with the articles 

a separate statement of the codes from the identification codes established under 

AS 10.06.870 that most closely describe the activities in which the com pany will 

initially engage.

Sec. 10.50.080. EFFECTIVE DATE OF ORGANIZATION. A limited liability 

com pany is organized when the articles of organization for the company that conforms 

to the filing requirements o f this chapter are delivered to the departm ent for filing 

under AS 10.50.820.

Sec. 10.50.085. ELECTION OF DURATION, (a) If an election to continue 

the existence of a limited liability company until a certain date or event is made and 

stated in the articles of organization, the com pany’s existence continues until the date 

or event unless the company is dissolved under AS 10.50.400 for a reason that can 

cause dissolut.on while the election is in effect.

(b) /m  election under (a) of this section may not be revoked unless the 

election is revoked by the persons, if any, who are identified in the election at the time 

the election is made as having the power to revoke the election.

(c) An election under (a) of this section may expressly lim it the m embership 

term inations that can cause dissolution under AS 10.50.400(3).

Sec. 10.50.090. CONCLUSIVE EVIDENCE OF COM PLIANCE. A copy o f

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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the articles o f organization that is stamped "Filed" and marked with the filing date is 

conclusive evidence that the organizers of the limited liability company have com plied 

with all conditions precedent required to be performed by the organizers and that the 

com pany has been organized under this chapter.

Sec. 10.50.095. OPERATING AGREEM ENT. The members o f a limited 

liability com pany may adopt an operating agreement for the com pa\v may amend 

and repeal the agreement. The articles o f organization may restrict or eliminate the 

pow er o f the members to adopt, amend, or repeal an operating agreement.

ARTICLE 4. AMENDM ENT OF ARTICLES.

Sec. 10.50.100. AMENDM ENT OF ARTICLES, (a) A limited liability 

com pany may amend its articles of organization in any respect if the articles as 

amended contain only the provisions that are required or permitted by this chapter to 

be included in the original articles of organization at the time o f the amendment.

(b) A limited liability company may amend its articles o f organization by filing 

articles o f amendment with the department. The articles o f am endment m ust state the

( 1) name of the company;

(2) date the articles of organization were filed; and

(3) amendment adopted by the company.

Sec. '0 .50.105. RESTATEMENT OF ARTICLES. A limited liability 

com pany may restate its articles of organization at any time. The com pany shall file 

its restated articles with the department. The restated articles o f organization must be 

specifically designated as restated articles in the title to the restated articles and must 

state, either in the title or in an introductory paragraph, the

( 1) com pany’s present and, if the nam e is changed, all o f the 

com pany’s form er names; and

(2) date of the filing of the com pany’s original articles of organization.

ARTICLE 5. M ANAGEMENT.

Sec. 10.50.110. MANAGEMENT GENERALLY, (a) Except as otherwise 

provided in the com pany’s articles o f organization, the members o f  a limited liability 

com pany manage the affairs and make the decisions o f the com pany. M anagem ent by 

the members is subject to a provision in an operating agreement or this chapter

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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limiting or increasing the management rights and duties of the members, including 

limits or increases placed on a class o f members or an individual member.

(b) If a limited liability company is managed by a manager, the m anager has 

the exclusive power to manage the affairs of the company to the extent authorized by 

the operating agreement.

Sec. 10.50.115. APPOINTMENT, REMOVAL, AND REPLA CEM EN T OF 

M ANAGERS. Except as otherwise provided in on operating agreement o f a limited 

liability company, a manager of the company m \y  not be appointed, removed, or 

replaced, unless more than one-half o f all of the members of the company authorize 

the appointment, removal, or replacement.

Sec. 10.50.120. MANAGER ELIGIBILITY. Unless otherw ise provided in an 

operating agreement o f the company, a manager of a limited liability company may 

be a person who is not an individual or a member of the company. A com pany may 

have more than one manager.

Sec. 10.50.125. TENURE OF MANAGER, (a) Unless otherwise provided in 

an operating agreement of the company, a manager o f  a limited liability company 

holds office until the m anager’s successor is elected and qualified, unless the m anager 

resigns or is removed earlier.

(b) A manager o f a limited liability company may resign by giving written 

notice to the other managers, or, if  there is only one manager for the company, to the 

m em bers of the company. The resignation is effective when the notice is given, unless 

the notice specifies a later time for the effectiveness of the resignation. If the 

resignation is effective at a future time, a successor may be selected to take office 

when the resignation becomes effective.

Sec. 10.50.130. LIMITATION OF MEMBER FIDUCIARY DUTY. Unless 

otherw ise provided in an operating agreement of the company, if a person is a m em ber 

o f a limited liability company that is managed by a m anager and if  the person is not 

a m anager, the person does not have *he fiduciary duty of a m anager to the com pany 

or to the other members of the company when the person acts solely in the capacity 

o f  a member.

Sec. 10.50.135. DUTY OF CARE, (a) A person who is a m anager or a

-9-
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managing m em ber o f a limited liability company shall perform the duties of 

m anagem ent in good faith, in a manner the person reasonably believes to be in the best 

interests o f the com pany, and with the care, including reasonable inquiry, that an 

ordinarily prudent person in a like position would use under similar circumstances. 

Except as provided in (b) of this section, the person is entitled to rely on information, 

opinions, repons, or statements, including financial statements and other financial data, 

in each case prepared or presented by

( 1) an employee o f the company whom the person reasonably believes 

to be reliable and com petent in the matters presented; or

(2) counsel, public accountants, or other professionals or expens as to 

matters that the person reasonably believes to be within the professional’s o r ex p en ’s 

com petence.

(b) A person is not acting in good faith under (a) o f this section if the person 

has knowledge concerning the matter in question that makes reliance otherwise 

permitted by (a) o f this section unwarranted.

Sec. 10.50.140. CONFLICTS OF INTEREST, (a) A contract or other 

transaction between a limited liability company and a m anager or managing member 

o f  a limited liability company, or between a limited liability company and a limited 

liability com pany, foreign limited liability com pany, corporation, firm, or association 

in which a m anager or managing member of the company has a material financial 

interest, is not void or voidable because the m anager or managing member or the other 

com pany, corporation, firm, or association are parties or because the manager or 

managing m em ber is present at the meeting that authorizes, approves, or ratifies the 

contract or transaction, if the material facts as to the transaction and as to the interest 

o f the m anager or managing member are fully disclosed or known to the members and 

the contract or transaction is approved by the members in good faith, with the 

interested m anager or managing member not being entitled to vote.

(b) The fact that a manager or managing m em ber o f a limited liability 

com pany is a m anager or managing m em ber o f another entity involved in the 

transaction does not alone constitute a material financial interest within the meaning 

o f this section. A manager or managing m em ber is not interested within the meaning

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

CSSSHB 420( ) -10-
Nrw '•nxt: U n d e r l i n e d  IDELETED TEXT BRACKETED]



1
2
3

4
5
6
7

8
9

10
11
12
13
14
15

16

17

18
19
20
21
22
23

24

25

26

27

28

29

30

31

of this section in a decision fixing the compensation o f another manager or managing 

m em ber as a manager or managing member o f the company, notwithstanding the fact 

that the first manager or managing member is also receiving compensation from the 

company.

(c) A contract or other transaction between a m anager or managing m em ber 

and a limited liability company or association o f which one or more managers or 

managing members o f the company are managers or managing members is not void 

or voidable because the managers or managing members are present at the meeting that 

authorizes, approves, or ratifies the contract or transaction, if the material facts o f  the 

transaction and the m anager’s or managing m em ber’s other management position are 

fully disclosed or known to the members and the members authorize, approve, or ratify 

the contract or transaction in good faith by a sufficient vote w ithout counting the vote 

o f the common manager or managing member or the contract or transaction is 

approved by the members in good faith. This subsection does not apply to contracts 

or transactions covered by (a) o f this section.

(d) Nothing in this section affects the prohibitions or restraints imposed by 

AS 45.50.562 - 45 .50 .'96 .

Sec. 10.50.145. LOANS TO M ANAGERS, M ANAGING MEMBERS, AND 

EM PLOYEES, (a) A loan may not be extended by a limited liability company to an 

employee without authorization by the com pany’s managers or managing members. 

A loan may not be extended to a manager or a managing member o f a limited liability 

com pany without the approval o f two-thirds of the com pany’s members. An employee 

who is also a manager or managing member is considered a manager o r managing 

m em ber for purposes o f this section. A member is not disqualified from voting on a 

loan to a member as a manager or managing member because o f personal interest.

(b) A loan to a manager, managing m em ber or em ployee and a loan secured 

by the limited liability company interests o f the company may not be made unless the 

loan would be permissible as a distribution under AS 10.50.290 - 10.50.345. A loan 

under this subsection impairs the retained earnings or paid-in capital accounts to the 

extent o f the loan.

(c) For purposes of this section, a loan may consist o f  cash, securities, or
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personal or real property.

(d) If a limited liability com pany acts as a guarantor on a loan to a manager, 

managing member, or employee, the guarantee is treated as a loan under this section.

(e) A manager, managing member, or employee of an affiliated limited liability 

com pany is a manager, managing member, or employee o f  the lending company for 

purposes o f this section.

(f) A loan is to be judged by the duties of managers and managing members 

to act in good faith in a manner reasonably believed to be in the best interests o f the 

com pany and with the care, including reasonable inquiry, that an ordinarily prudent 

person in a like position would use under sim ilar circumstances.

Sec. 10.50.148. INDEM NIFICATION OF M ANAGERS, MANAGING 

M EM BERS, EMPLOYEES, AND AGENTS; INSURANCE, (a) A limited liability 

com pany may indemnify a person who was, is, or is threatened to be made a party to 

a com pleted, pending, or threatened action or proceeding, whether civil, criminal, 

adm inistrative, or investigative, other than an action by or in the right of the com pany, 

by reason o f  the fact that the person is or was a manager, managing member, 

em ployee, or agent of the company, or is or was serving at the request of the company 

as a m anager, managing member, employee, or agent o f another limited liability 

com pany, partnership, joint venture, trust, or other enterprise. Indemnification may 

include reimbursement of expenses, attorney fees, judgments, fines, and am ounts paid 

in settlem ent actually and reasonably incurred by the person in connection with the 

action or proceeding if the person acted in good faith and in a manner the person 

reasonably believed to be in or not opposed to the best interests of the com pany, and, 

with respect to a criminal action or proceeding, the person had no reasonable cause to 

believe the conduct was unlawful. The termination of an action or proceeding by 

judgm ent, order, settlement, conviction, or upon a plea o f nolo contendere or its 

equivalent, does not create a presumption that the person did not act in good faith and 

in a manner which the person reasonably believed to be in or not opposed to the best 

interests of the company, and, with respect to a criminal action or proceeding, the 

person had reasonable cause to believe that the conduct was unlawful.

(b) A limited liability company may indemnify a person who was. is, or is

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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threatened to be made a party to a completed, pending, or threatened action by or in 

the right o f the company to procure a judgm ent in its favor by reason of the fact that 

the person is or was a manager, managing member, employee, or agent o f the 

com pany, or is or was serving at the request o f the com pany as a manager, managing 

member, em ployee, or agent of another limited liability company, partnership, joint 

venture, trust, or other enterprise. Indemnification may include reim bursement for 

expenses and attorney fees actually and reasonably incurred by the person in 

connection with the defense or settlement o f the action if the person ac:..;! in good 

faith and in a manner the person reasonably believed to be in or not opposed to the 

best interests of the company. Indemnification may no* be made in respect o f any 

claim, issue, or matter as to which the person has been adjudged to be liable for 

negligence or misconduct in the performance o f the person’s duty to the company 

except to the extent that the court in which the action was brought determines upon 

application that, despite the adjudication o f liability, in view of all the circumstances 

o f the case, the person is fairly and reasonably entitled to indemnity for expenses that 

the court considers proper.

(c) To the extent that a manager, managing m em ber, employee, or agent o f a 

limited liability company has been successful on the m erits or otherwise in defense of 

an action or proceeding referred to in (a) or (b) of this section, or in defense o f a 

claim, issue, or matter in the action or proceeding, the manager, managing member, 

em ployee, or agent shall be indemnified against expenses and attorney fees actually 

and reasonably incurred in connection with the defense.

(d) Unless otherwise ordered by a court, indemnification under (a) or (b) o f 

this section may only be made by a company upon a determination that 

indemnification of the manager, managing member, em ployee, or agent is proper in 

the circum stances because the manager, managing member, employee, or agent has 

met the applicable standard o f conduct set out in (a) and (b) o f this section. The 

determ ination shall be made by the members.

(e) The company may pay or reimburse the reasonable expenses incurred in 

defending a civil or criminal action cr proceeding in advance of the final disposition 

in the m anner provided in (d) o f this section if

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(1) in the case o f a manager or managing member, the m anager or 

managing m em ber furnishes the company with a written affirmation o f a good faith 

belief that the standard of conduct described in AS 10.50.135(a) has been met;

(2) the manager, managing member, employee, or agent furnishes the 

company a written unlimited general undertaking, executed personally or on behalf o f 

the individual, to repay the advance if it is ultimately determined that an applicable 

standard of conduct was not met; and

(3) a determination is made that the facts then known to those making 

the determination would not preclude indemnification under this chapter.

(f) The indemnification provided by this section is not exclusive o f any other 

rights to which a person seeking indemnification may be entitled. The right to 

indemnification continues as to a person who has ceased to be a manager, managing 

member, em ployee, or agent, and inures-to the benefit o f the heirs, executors, and 

administrators o f the person.

(g) A limited liability company may purchase and maintain insurance on behalf 

o f a person who is or was a manager, managing member, em ployee, or agent o f the 

com pany, or is or was serving at the request o f the com pany as a manager, managing 

member, employee, or agent o f another limited liability com pany, partnership, jo in t 

venture, trust, or other enterprise against any liability asserted against the person and 

incurred by the person in that capacity, or arising out of tnat status, w hether or not the 

com pany has the power to indemnify the person against the liability under the 

provisions o f this section.

Sec. 10.50.150. AUTHORIZATION OF COM PANY AFFAIRS, (a) Unless 

otherwise provided in an operating agreement o f the com pany, the com pany’s articles 

o f organization, or by this chapter, if the company is not managed by a manager, the 

consent of more than one-half o f all of the members o f a limited liability com pany is 

required to decide the affairs o f the company.

(b) Unless otherwise provided in an operating agreem ent o f the com pany or 

by this chapter, the consent o f more than one-half o f the num ber of m anagers o f a 

limited liability company is required to decide the affairs o f the company.

(c) Notwithstanding (a) and (b) of this section, and unless another level o f
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m em ber consent is required in an operating agreement of the company, the consent of 

two-thirds o f the members of a limited liability company is required to

( 1) amend the articles of organization;

(2) amend an operating agreement o f the company; or

(3) authorize a manager or member to perform an act on behalf o f the 

com pany that contravenes an operating agreement o f the company, including an act 

that contravenes a provision o f the operating agreement that expressly limits the 

purposes, affairs, or conduct o f the affairs o f the company.

(d) For the purposes o f (c) o f this section, the required level o f consent 

established by an operating agreement may not be less than a majority of the members.

ARTICLE 6 . ADM ISSION AND W ITHDRAW AL OF MEMBERS.

Sec. 10.50.155. ADM ISSION OF MEMBERS. A person may become a 

m em ber in a limited liability com pany if the person acquires a limited liability 

com pany interest

( 1) directly from the limited liability company

(A) in compliance with an operating agreement of the company;

or

(B) with the written consent of all o f the members o f the

com pany if an operating agreement o f the company does not provide for

acquiring an interest directly from the company; or

(2) by assignment o f the interest by a company member in compliance 

with AS 10.50.165.

Sec. 10.50.160. EFFECTIVE DATE OF ADM ISSION. The effective date of 

the admission of a member to a limited liability company is the later of the date

( 1) when the company is organized;

(2) established in an operating agreement o f the company; or

t3) when th” person’s admission is reflected in the records of the 

com pany if an operating agreement of the company does not establish an effective 

date.

Sec. 10.50.165. AUTHORIZATION FOR ASSIGNEE TO BECOME 

M EM BER, (a) Unless otherwise provided in an operating agreem ent o f the company,
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an assignee o f a limited liability company interest may not become a m em ber unless 

all other members consent.

(b) An operating agreement o f the company may specify the m anner for 

evidencing the consent required by (a) o f this section. If an operating agreement does 

not specify the manner for evidencing the consent, the consent is evidenced by a 

written instrument that is dated and signed by the members.

Sec. 10.50.170. RIGHTS, POW ERS, AND LIABILITIES OF ASSIGNEE 

W HO BECOMES A MEMBER, (a) An assignee who becomes a m em ber has, to the 

extent assigned, the rights and powers of a member under the articles of organization, 

an operating agreement, and this chapter, and is subject to the restrictions and 

liabilities of a member under the articles o f organization, an operating agreement, and 

this chapter.

(b) In addition to the liabilities imposed under (a) o f  this section, an assignee 

o f  a limited liability company interest who becomes a m em ber of the com pany is liable 

fo r an obligation o f the assignor to make a contribution under AS 10.50.280 that is not 

im posed by the articles of organization, an operating agreement, or otherwise by this 

chapter.

(c) Notwithstanding (a) and (b) o f this section, an assignee who becom es a 

m em ber is not liable for liabilities that are unknown to the assignee when the assignee 

becom es a member and that cannot be determined from tire written records o f the 

com pany maintained under AS 10.50.860.

Sec. 10.50.180. RIGHTS OF ASSIGNOR WHEN ASSIGNEE BECOMES A 

M EM BER. Unless otherwise provided in an operating agreement o f the com pany, 

when an assignee o f a m em ber’s limited liability company interest becomes a m em ber 

o f  the company with respect to the assignor’s entire interest, the assignor ceases to be 

a member or to have the power to exercise the rights o f a member.

Sec. 10.50.185. VOLUNTARY TERM INATION OF M EMBERSHIP, (a) A 

person’s membership in a limited liability company term inates if the person withdraws 

voluntarily from the company.

(b) Unless an operating agreement of the com pany prov.'des that a m em ber 

may not withdraw voluntarily from the company, a m em ber o f a limited liability
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com pany may withdraw as a member voluntarily at any time by giving 30 days’ 

written notice to the other members, or by giving other notice that is established by 

an operating agreement of the company.

Sec. 10.50.190. WITHDRAW AL BEFORE END OF TERM  OR 

UNDERTAKING. Unless otherwise provided in an operating agreement of the 

com pany, if a limited liability company has a definite term or particular undertaking, 

the withdrawal of a member o f the company before the end o f the term or the 

accom plishm ent o f the undertaking is a breach o f the operating agreement.

Sec. 10.50.195. REMEDIES FOR W RONGFUL W ITHDRAW AL, (a) If the 

voluntary withdrawal o f a member with the power to withdraw from the company 

breaches an operating agreement o f the company, or if the withdrawal occurs as a 

result o f  otherwise wrongful conduct of the member, a limited liability company may 

recover from the withdrawing member damages that are for the breach of the operating 

agreem ent or that result from the wrongful conduct, including the reasonable costs o f 

obtaining replacement of any services the withdrawn member was obligated to 

perform.

(b) A limited liability company may offset the damages authorized under (a) 

o f this section against the amount that is otherwise distributable to the withdrawing 

m em ber, and may pursue other remedies allowed in an operating agreement of the 

com pany or otherwise available under applicable law.

Sec. 10.50.205. REM OVAL OF MEMBER, (a) A person’s membership in 

a limited liability company may not oe terminated by removal except as provided by 

(b) or (c) o f this section.

(b) Except as provided in (c) o f this section, a person’s membership in a 

limited liability company terminates if the person assigns all of the person’s interest 

in the company and if a majority o f the members who have not assigned their interests 

in the company authorize the removal of the person as a member.

(c) If an operating agreement of the company provides for the removal o f a 

m em ber with or without cause, a person’s membership in a limited liability company 

term inates if the person is removed as a member in the manner and under the 

circum stances provided in the agreement.
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1 Sec. 10.50.210. EFFECT OF DEATH OR INCOM PETENCY ON

2 M EM BERSHIP. Unless otherwise provided in an operating agreement or by the

3 written consent of all o f the members at the time, the m embership of a m em ber o f  a

4 limited liability company who is an individual terminai.es if the member dies, or if a

5 court o f competent jurisdiction enters an order adjudicating the member incompetent

6 to manage the m em ber’s person or property.

7 Sec. 10.50.215. TERM INATION OF TRUST OR DISTRIBUTION OF

8 INTEREST BY ESTATE M EMBERSHIP, (a) Unless otherwise provided in an

9 operating agreement o f  the company or by the written consent o f all o f the members

10 o f the company at the time, the limited liability com pany membership held by a trust

11  or trustee terminates when the trust terminates. In this subsection, "terminates" does

12 not include the substitution o f a new trustee.

13 (b) Unless otherwise provided in an operating agreem ent o f the com pany or

14 by the written consent o f  all o f the members o f the company at the time, the limited

15 liability company membership held by an estate terminates when the estate’s entire

16 limited liability company interest is distributed by the Fiduciary o f the estate.

17 Sec. 10.50.220. TERMINATION ON DISSOLUTION OF M EMBER, (a)

18 Unless otherwise provided in an operating agreement of the com pany or by the written

19 consent o f all o f the members o f the company at the time, a lim ited liability company

20 membership of a m em ber that is a separate limited liability com pany terminates when

21  the member dissolves and begins to wind up its affairs.

22 (b) Unless otherwise provided in an operating agreem ent of the company or

23 by the written consent of all o f the members o f the com pany at the time, a ' : ed

24 liability company membership of a member that is a corporation terminates when the

25 corporation is dissolved and 90 days lapse without reinstatement.

26 Sec. 10.50.225. OTHER EVENTS TERM INATING M EM BERSHIP, (a)

27 Unless otherwise provided in writing in an operating agreem ent o f the com pany or

28 authorized by the written consent o f all o f the members o f the company at the time,

29 a person’s membership in a limited liability company term inates when the person

30 ( 1) makes an assignment for the benefit o f creditors;

31 (2) files a voluntary petition in bankruptcy;
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(3) is adjudicated a bankrupt or insolvent;

(4) files a petition or answer seeking for the person a reorganization, 

arrangement, composition, readjustment, liquidation, dissolution, or sim ilar relief under 

law;

(5) files an answer or other pleading admitting or failing to contest the 

material allegations o f a petition filed against the member in a proceeding in the nature 

o f (1) - (4) o f this subsection; or

(6) seeks, consents to, or acquiesces in the appointm ent o f a trustee, 

receiver, or liquidator of the person or of all or a substantial part o f the person’s 

property.

(b) Unless otherwise provided in writing in an operating agreem ent o f the 

com pany or consented to in writing by all o f the members o f the company at the time, 

a person’s membership in a limited liability company terminates when

( 1) a proceeding against the person seeking reorganization, 

arrangement, composition, readjustment, liquidation, dissolution, or sim ilar relief is not 

dismissed within 120 days after the com mencement o f the proceeding; or

(2) an appointment, without the person’s consent, of a trustee, receiver, 

o r liquidator o f the person or of all or a substantial pan o f the petson’s property is not 

vacated or stayed v/ithin 120 days after the appointment or after the expiration o f the 

stay.

(c) The members of a limited liability company may provide in writing in an 

operating agreement that other events terminate a membership.

Sec. 10.50.240. EFFECT OF ELECTION. If an election to continue a limited 

liability com pany until a certain date or event is made under AS 10.50.085(a), 

10.50.185 - 10.50 225(a) and (b) do not apply to the termination of the membership 

o f a member unless the member is also a manager of the company.

ARTICLE 7. RELATIONSHIP TO THIRD PARTIES.

Sec. 10.50.250. AGENCY POW ER OF M EMBERS AND M ANAGERS, (a) 

Except as provided in (b) and (c) of this section, a m em ber of a lim ited liability 

com pany is an agent of the company for the puipose o f  conducting the com pany’s 

affairs. A m em ber’s act, including the execution o f an instrument in the name o f the

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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com pany, that appears to be performed in the usual and customary way o f conducting 

business, binds the company, unless the member does not in fact have the authority to 

act for the com pany in the particular matter and the person with whom the m em ber 

is dealing knows that the member does not have the authority to act for the company 

in the particular matter.

(b) If a limited liability company is managed by a manager, a m em ber is not, 

solely by reason of being a member, an agent of the company.

(c) If a limited liability company is managed by a manager, a m anager is an 

agent o f a limited liability company for the purpose o f conducting its affairs, and a 

m anager’s act, including the execution of an instrument in the name o f the company, 

that appears to be performed in the usual and customary way o f  conducting business 

binds the com pany, unless the manager does not in fact have the authority to act for 

the com pany in the particular matter and the person with whom the m anager is dealing 

knows that the manager does not have the authority to act for the company in the 

particular matter.

(d) A limited liability company m anager’s or m em ber’s act that does not 

appear to be performed in the usual and customary way o f conducting business does 

not bind the com pany, unless the act is authorized by an operating agreem ent o f the 

com pany when the act is performed or at another time.

(e) A limited liability company m anager’s or m em ber’s act that contravenes 

a restriction on the m anager’s or m em ber’s authority does not bind the company with 

regard to persons who know about the restriction.

Sec. 10.50.255. ADM ISSIONS OF MEM BERS AND MANAGERS, (a) 

Except as provided in (b) o f this section, an admission or representation made by a 

m em ber o f a limited liability company about the affairs of the com pany is evidence 

against the com pany if the admission or representation is within the scope o f the 

m em ber’s authority under this chapter.

(b) If a limited liability company is managed by a manager, an admission or 

representation made by a

( 1) manager about the affairs of the company is evidence against the 

com pany if the admission or representation is within the scope of the m anager’s

W O R K  D R A F T
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authority under this chapter, and

(2 ) member, acting solely in the capacity o f a member, is not evidence 

against the company.

Sec. 10.50.260. LIMITED LIABILITY COM PANY CHARGED W ITH 

KNOW LEDGE OF OR NOTICE TO MEMBER OR M ANAGER, (a) Except as 

provided in (b) and (c) o f this section, and except for a fraud on the company 

com m itted by or with the consent o f the member who has the knowledge or receives 

the notice, the following operate as notice to or knowledge o f a lim ited liability 

com pany:

( 1) notice given to a company member o f a m atter relating to the 

affairs o f the company;

(2) the knowledge o f a company member acting in the particular matter, 

whether acquired while a member or known at the time o f becoming a member, and

(3) the knowledge o f a company member who reasonably could and 

should have communicated the knowledge to a member acting in the particular matter.

(b) If the company is managed by a manager, the following operate as notice 

to or knowledge of a limited liability company, except for a fraud on the company 

com m itted by or with the consent o f the manager who has the knowledge or receives 

the notice:

( 1) notice given to a manager of a m atter relating to the affairs of the 

limited liability company;

(2) the knowledge of the manager acting in the particular matter, 

acquired while a manager or known at the time o f becoming a m anager, and

(3) the knowledge o f a company manager who reasonably could and 

should have communicated the knowledge to the manager acting in the particular 

matter.

(c) If the company is managed by a manager, notice to, or the knowledge of, 

a m em ber o f a limited liability company while the m em ber is acting solely in the 

capacity o f a member does not operate as notice to or knowledge o f the company.

Sec. 10.50.265. LIABILITY OF MEMBERS TO THIRD PARTIES. A person 

who is a m em ber of a limited liability company is not liable, solely by reason o f being

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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1 a member, under a judgment, decree, or order o f a court, or in another manner, for a

2 liability o f the company, whether the liability arises in contract, tort, or another form,

3 or for the acts or omissions o f another member, manager, agent, or em ployee o f the

4 com pany.

5 ARTICLE 8. CONTRIBUTIONS.

6 Sec. 10.50.275. CONSIDERATION FOR COMPANY INTERESTS. An

7  interest in a limited liability company may be issued for property or services rendered.

8 A m em ber who has contributed property or services rendered may also contribute a

9 prom issory note or other obligation to contribute property or services.

10 Sec. 10.50.280. LIABILITY FOR CONTRIBUTIONS, (a) Notwithstanding

1 1  AS 09.25.010 - 09.25.020, a promise by a member of a limited liability company to

12  contribute property or services to the company is not enforceable unless the promise

13 is stated in a writing signed by the member.

14 (b) Unless otherwise provided in an operating agreement o f the com pany, a

15 m em ber o f a limited liability company is liable for performing an enforceable promise

16 m ade to the company to contribute property or services, even if the m em ber is unable

17 to perform because of death, disability, or another reason.

18 (c) If a member of a limited liability company does not make the m em ber’s

19 required contribution o f property or services, the m em ber shall, at the option of the

20 com pany, contribute cash equal to that portion o f value o f the required contribution

21  that has not been made.

22 (d) Unless otherwise provided in an operating agreement o f the company, an

23 assignor o f a limited liability company interest is not released from the assignor’s

24 liability to the company under this section, even if  the assignee becomes a m em ber

25 with respect to the assigned interest.

26 Sec. 10.50.285. COM PROM ISE OF CONTRIBUTION. Unless otherwise

27 provided in an operating agreement o f the company, the obligation o f a m em ber to

28 make a contribution to a limited liability company may not be compromised, unless

29 all o f the other members consent to the compromise.

30 ARTICLE 9. DISTRIBUTIONS.

31 Sec. 10.50.290. SHARING OF PROFITS. Subject to AS 10.50.305 -

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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10.50.320, and unless otherwise provided in an operating agreement o f the company, 

a m em ber of a limited liability company shall oe repaid the m em ber’s contribution to 

capital and shares equally in the profits and other assets o f the company remaining 

after all liabilities, including liabilities to members, are satisfied.

Sec. 10.50.295. INTERIM DISTRIBUTIONS UNDER OPERATING 

A GREEM ENT. Subject to AS 10.50.305 - 10.50.320, if a limited liability company 

m akes an interim distribution of its assets to its members, the com pany shall make the 

distribution to the members in the manner provided in an operating agreem ent o f the 

com pany. The operating agreement o f the company may authorize different interim 

distributions for different classes o f members.

Sec. 10.50.300. INTERIM DISTRIBUTIONS W ITHOUT OPERATING 

A GREEM ENT. Subject to AS 10.50.305 - 10.50.320, if an operating agreem ent of the 

com pany does not provide for the interim distribution o f  the assets o f the com pany, 

when a limited liability company makes an interim distribution o f its assets, the interim 

distributions to each member of the company shall be equal.

Sec. 10.50.305. RESTRICTIONS ON DISTRIBUTIONS, (a) A distribution 

m ay not be made by a limited liability company if, after giving effect to the 

:bution,

( 1) the company would not be abk debts as they becom e due

in the usual course of conducting its affairs; or

(2) the limited liability com pany’s assets would be less than the sum 

o f its liabilities plus, unless otherwise provided in an operating agreement, the am ount 

that would be needed, if the limited liability company were to be dissolved a t the time 

o f the distribution, to satisfy the preferential rights o f other members upon dissolution 

that are superior to the rights of the member receiving the distribution.

(b) A limited liability company may base a determination that a distribution

is not prohibited under (a) o f this section on

( 1) financial statements prepared on the basis o f accounting practices 

and principles that are reasonable under the circumstances; or

(2) a fair valuation or other method that is reasonable under the

circumstances.
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(c) Except as provided in (e) of this section, the effect of a distribution in 

accordance with (a) of this section is measured as o f the date

( 1) the distribution is authorized if the payment occurs within 120 days 

after the date o f authorization; or

(2) payment is made if the payment occurs more than 120 days after 

the date o f authorization.

(d) If the terms of an indebtedness provide that payment of principal and 

interest is to be made only if and to the extent that payment o f a distribution to 

m em bers could then be made under this section, indebtedness o f a limited liability 

com pany, including indebtedness issued as a distribution, is not a liability for purposes 

o f  determ inations made under (b) o f this section.

(e) If indebtedness is issued as a distribution, each payment of principal or 

interest on the indebtedness is treated as a distribution, and the effect o f the 

distribution is measured on the date the payment is actually made.

Sec. 10.50.315. ADDITIONAL RESTRICTIONS IN ARTICLES OR 

OPERATING AGREEMENT. Nothing in this chapter prohibits additional restrictions 

upon the purchase or redemption o f a com pany’s own limited liability company 

interests by provision in the articles of organization or operating agreement c f the 

lim ited liability company or in another agreement entered into by the company.

Sec. 10.50.320. LIABILITY OF MEMBERS RECEIVING PROHIBITED 

DISTRIBUTIONS; SUIT AGAINST MEMBERS, (a) A member o f a limited liability 

com pany who receives a distribution prohibited by mis chapter with knowledge of 

facts indicating the impropriety of the distribution is liable to the company for the 

benefit o f all o f the creditors or members entitled to institute an action under (b) o f 

this section for the amount received by the member with interest at the legal rate on 

judgm ents until paid. The liability o f the m em ber under this subsection may not 

exceed the liabilities of the company owed to nonconsenting creditors at the time o f 

the violation and the injury suffered by nonconsenting members.

(b) Suit may be brought in the name o f the company to enforce the M ability

to

( 1) creditors arising under (a) o f this section for a violation o f
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AS 10.50.305 against any or all members liable by any one or more creditors o f the 

com pany whose debts or claims arose before the time o f the distribution to members 

and who have not consented to the distribution, whether or not they have reduced their 

claim s to judgm ent; or

(2) members arising under (a) o f this section for a violation of 

AS 10.50.305 against any or all members liable by any one or more members holding 

preferred limited liability company interests outstanding at the time o f the distribution 

who have not consented to the distribution, without regard to the provisions of 

AS 10.50.735.

(c) A member sued under this section may compel contribution from all other 

m em bers liable under this section.

(d) This section does not affect the liability that a m em ber may have under 

other applicable law.

Sec. 10.50.330. TIM E FOR INTERIM DISTRIBUTIONS. A member o f a 

limited liability company is entitled to receive interim distributions under AS 10.50.295 

- 10.50.300 at the times or upon the happening o f the events specified in an operating 

agreem ent o f the company, or at the times determ ined by the members or managers 

under AS 10.50.150.

Sec. 10.50.335. DISTRIBUTIONS W HEN A PERSON CEASES TO BE A 

M EM BER, (a) Except for termination under AS 10.50.205, when the limited liability 

com pany membership o f a person terminates and the termination does not cause 

dissolution o f the company, the company shall distribute to the person any distribution 

that the person was entitled to receive before the person’s membership terminated.

(b) In addition to a distribution made under (a) o f this section, a limited 

liability com pany shall distribute to a terminating m em ber the am ount o f the m em ber’s 

lim ited liability company interest. If an operating agreement of the com pany does not 

provide the amount o f the distribution or a method for determining the am ount of the 

distribution, the company shall make the distribution within a reasonable time after 

term ination and the amount of the distribution is the fair value o f the m em ber’s limited 

liability company interest as o f the date o f term ination based on the m em ber’s right 

to share in distributions from the company.
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S '  1 (c) If an election to continue a limited liability company until a certain date

% 2 or event is in effect under AS 10.50.085, then (a) and (b) o f this section do not apply

^  3 to the termination o f the membership o f a m em ber unless the m em ber is also a

%i 4 m anager o f the company.

5 Sec. 10.50.340. DISTRIBUTION IN KIND, (a) Unless otherwise provided

%  6 in an operating agreement o f the company, a m em ber, regardless o f the nature o f the

S  7 m em ber’s contribution, may not demand and receive a distribution from a limited

8 liability company in a form other than cash.

S  9 (b) Unless otherwise provided in an operating agreement o f the com pany, a

■S 10 lim ited liability com pany may not compel a m em ber o f the com pany to accept from

.aJ i i the com pany a distribution o f a company asset in a form other than cash to the extent

i p  12 that the percentage o f the asset distributed to the m em ber exceeds tiic percentage that

S  13 the member would have shared in a cash distribution equal to the value o f  the asset

J ‘ 14 at the time of distribution.

S  15 Sec. 10.50.345. RIGHT TO DISTRIBUTION. W hen a m em ber o f  a limited

S  16 liability company is entitled to receive a distribution from the com pany, the m em ber

S§ 17 is a  creditor of the company with respect to the distribution, and is entitled to all

KA 18 rem edies available to a creditor o f the company.

S  19 Sec. 10.50.348. INAPPLICABILITY TO  W INDING UP AND

-f* 20 INVOLUNTARY OR VOLUNTARY DISSOLUTION. AS 10.50.290 - 10.50.340 do

A; 21 not apply in a proceeding for winding up and dissolution o f a limited liability

5  22 com pany.

A;' 23 ARTICLE 10. OW NERSHIP AND TRA N SFER OF PROPERTY.

M  24 Sec. 10.50.350. OW NERSHIP OF COM PA NY  PROPERTY, (a) Property

S  25 transferred to or otherwise acquired by a limited liability com pany is the property of

t  26 the company and is not the property of the m em bers individually.

27 (b) A limited liability company shall acquire, hold, and convey property,

■t 28 including real property, in the name of the com pany. If a limited liability company

1  29 acquires an interest in property, the company holds the title to the interest and not the

i i  30 m em bers individually.

S  31 Sec. 10.50.355. TRANSFER F PROPERTY, (a) Except as provided in (b) 
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of this section, a limited liability company may transfer the property o f the company 

if the company uses an instrument of transfer signed by a member of the com pany in 

the name o f the company.

(b) If the company is managed by a manager,

( 1) title to limited liability company property may be transferred by an 

instrum ent o f transfer signed by a manager o f the company in the name o f the 

com pany; and

(2) a member, solely by reason o f being a member, does not have the 

authority to transfer the property of the company.

Sec. 10.50.360. RECOVERY OF PROPERTY. A limited liability com pany 

may recover property transferred under AS 10.50.355 if  the com pany proves tin t the 

execution o f the instrument of transfer did,not bind the company under AS 10.50.250, 

unless the property has been transferred by the initial transferee, or by a person 

claim ing through the initial transferee, to a subsequent transferee who gives value 

w ithout having notice that the person who signed the instrum ent o f initial transfer 

lacked authority to bind the company.

Sec. 10.50.370. NATURE OF INTEREST IN COMPANY. A limited liability 

com pany interest is personal property.

Sec. 10.50.375. ASSIGNMENT OF INTEREST IN COM PANY, (a) A 

person may assign a limited liability company interest in whole or in pan.

(b) The assignment o f a limited liability com pany interest entitles the assignee 

to receive, to the extent assigned, only the distributions to which the assignor is 

entitled.

(c) The assignment o f a limited liability company interest does not dissolve 

the company or entitle the assignee to participate in the management and affairs of the 

com pany, to become a member, or to exercise the rights of a member. Unless the 

assignee o f the interest becomes a member with respect to the interest, the assignor 

continues to be a member and may exercise the rights of a member, subject to the 

m em bers’ right to remove the assignor under AS 10.50.205.

(d) Unless the assignee becomes a member, an assignee o f  a limited liability 

com pany interest is not liable as a member solely as a result o f  the assignm ent
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(e) The assignor o f a limited liability company interest is not released, solely 

as a result of the assignment, from the assignor’s liability as a member.

(0  An operating agreement may establish terms different from those in (a) -

(e) o f this section.

(g) Unless otherwise provided in an operating agreement o f the com pany, the 

pledge of, or granting o f  a security interest, lien, or other encum brance in or against, 

a part or all o f a m em ber’s limited liability company interest is not an assignm ent 

under this section and does not terminate the membership or the rights and powers o f 

the member.

Sec. 10.50.380. RIGHTS OF JUDGM ENT CREDITORS, (a) If a judgm ent 

creditor o f a limited liability company member applies to a court o f com petent 

jurisdiction, the court may charge the m em ber’s limited liability com pany interest for 

paym ent o f the unsatisfied amount o f the judgm ent.

(b) To the extent a limited liability company interest is charged under (a) o f 

this section, the judgm ent creditor has only the rights o f an assignee o f the m em ber’s 

interest.

Sec. 10.50.385. POWERS OF ESTATE OF A DECEA SED  OR 

INCOM PETENT MEMBER. If a member who is an individual dies or if a court of 

com petent jurisdiction determines the member to be incom petent to manage the 

m em ber’s person or property, the m em ber’s executor, adm inistrator, guardian, 

conservator, or other legal representative has the rights o f an assignee o f the m em ber’s 

interest, if the m em ber’s interest has not been terminated.

Sec. 10.50.390. POWERS OF DISSOLVED OR TERM INA TED  ENTITY. 

If a m em ber who is not an individual terminates or is dissolved, tire m em ber’s legal 

representative or successor has the rights of an assignee o f the m em ber’s interest.

ARTICLE 11. DISSOLUTION.

Sec. 10.50.400. DISSOLUTION. A limited liability com pany is dissolved and 

its affairs shall be wound up if

( 1) an event occurs that is identified in the articles o f organization or 

an operating agreem ent as causing dissolution; if an election under AS 10.50.085(a) 

is in effect, the event does not cause dissolution unless the event is identified in the
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articles or operating agreement before or at the same time the election is stated in the 

articles;

(2) all of the members of the company consent in writing unless an 

election under AS 10.50.085(a) is in effect;

(3) a person’s membership in the company terminates, unless

(A) the affairs of the company are continued by the consent of 

all of the remaining members on or before the 90th day following the 

term ination o f the membership;

(B) an operating agreement provides otherwise; or

(C) an election under AS 10.50.085(a) is in effect and

(i) the election provides that the termination does not

cause the company to dissolve; or

(ii) the person whose membership terminates is not a

m anager of the company; or

(4) the superior court enters a decree for judicial dissolution o f the 

com pany under AS 10.50.405.

Sec. 10.50.405. DISSOLUTION BY COURT. On application by or for a 

m em ber o f a limited liability company, the superior court may order the company 

dissolved if the court determines that it is not reasonably practicable for the company 

to conduct its affairs in conformity with an operating agreement o f the company.

Sec. 10.50.408. INVOLUNTARY DISSOLUTION, (a) A limited liability 

company may be dissolved involuntarily by the com missioner if

( 1) the company is delinquent six months in filing its biennial report 

or in paying a fee or a penalty;

(2) the company has failed for 30 days to appoint and maintain a 

registered agent in the stare;

(3) the company has failed for 30 days after change of its registered 

office or registered agent to file in the office of the com missioner a statem ent of the 

change; or

(4) a misrepresentation o f material facts has been made in the 

application, report, affidavit, or other document submitted under this chapter.
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(b) A limited liability company may not be dissolved under this section unless 

the com m issioner has given the company written notice o f its delinquency, failure, or 

misrepresentation by certified mail addressed to its registered agent, registered office, 

manager, or mem bers at the last known address as shown by the records of the 

com missioner. If the company fails, within 60 days after the notice is sent by certified 

mail, to contest the alleged delinquency, failure, or misrepresentation, it may be 

dissolved under (d) o f this section.

(c) If, following a hearing, the com missioner determines the presence o f the 

delinquency, failure, or misrepresentation providing grounds for involuntary dissolution 

under this section, the company may appeal to the superior court. The court shall 

either sustain the com m issioner or direct the com m issioner to take action the court 

considers proper.

(d) If a limited liability company has given cause for involuntary dissolution 

and has failed to correct the neglect, omission, delinquency, or noncom pliance as 

provided in this section, and there has not been a controlling order o f the superior 

court, the com m issioner shall dissolve the company by issuing a certificate o f 

involuntary dissolution containing a statement that the com pany has been dissolved, 

the date, and the reason for which it was dissolved. The original certificate of 

dissolution shall be placed in the department files and a copy o f it mailed to the 

com pany at its registered office or in care o f its registered agent, manager, or members 

at the last known address, as shown by the records o f the commissioner. Upon the 

issuance of the certificate of involuntary dissolution, the existence o f the company 

ceases, except as otherwise provided in this chapter, and its name shall be available 

to use and may be adopted by another company on a date that is six m onths or later 

after the dissolution.

(e) A com pany dissolved under this section may be reinstated within two years 

from the date o f the certificate of involuntary dissolution if it is established to the 

satisfaction o f the com m issioner that in fact there was no cause for the dissolution, or 

if the delinquency, failure, or misrepresentation resulting in dissolution has been 

corrected and payment made o f double the amount delinquent along with the amount 

the com pany would have paid had it not been dissolved during the tw o-year period.
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Reinstatem ent may not be authorized if the name of the com pany is not distinguishable 

upon the records o f the department, unless the company being reinstated am ends its 

articles o f  organization to change its name to conform with the provisions o f this 

chapter.

Sec. 10.50.410. AUTHORITY TO WIND UP. Unless otherw ise provided in 

an operating agreement, the affairs of a limited liability com pany may be wound up 

by the

(1) members or managers who have authority under AS 10.50.110 to 

m anage the company before dissolution; or

(2) superior court on the application o f a m em ber o f the com pany or 

the m em ber’s legal representative or assignee if

(A) a member or manager identified in (1) o f this subsection

has engaged in wrongful conduct; or

(B) other cause is shown.

Sec. 10.50.415. ACTS OF W INDING UP. Unless otherw ise provided in an 

operating agreement o f the company, a person winding up the affairs o f a limited 

liability company may, in the name of, and for and on behalf of, the company,

( 1) prosecute and defend court actions;

(2) settle and close the affairs of the company;

(3) dispose o f and transfer the property o f the company;

(4) discharge the liabilities o f the company; and

(5) distribute to the members the assets o f the company.

Sec. 10.50.420. AGENCY POW ER OF M ANAGER OR M EM BER AFTER 

DISSOLUTION, (a) Except as provided in (b) - (d) o f this section, after dissolution 

o f a limited liability company, a member having authority to wind up the com pany’s 

affairs can bind the company by an act that

( 1) is appropriate for winding up the com pany’s affairs or com pleting 

transactions unfinished at dissolution; or

(2) would have bound the company if the com pany had not been 

dissolved, if the other party to the transaction does not have notice o f  the dissolution; 

in this paragraph, filing the articles o f dissolution is presumed to constitute notice o f

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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the dissolution.

(b) A m em ber’s act that is not binding on the limited liability com pany under

(a) o f this section binds the company if the act is otherwise authorized by the 

company.

(c) A m em ber’s act that violates a restriction on the m em ber’s authority does 

not bind the m em ber’s limited liability company with regard to a person w ho knows 

about the restriction, even if the m em ber’s act would otherwise be binding under (a) 

o f this section or is otherwise authorized.

(d) If the company is managed by a manager, a m em ber does not have the

authority to bind the company if the member is acting solely in the capacity o f a

member, and a m anager of the company can bind the company by an act that

( 1) is appropriate for winding up the com pany’s affairs or com pleting 

transactions unfinished at dissolution; or *

(2) would have bound the company if the com pany had not been 

dissolved if the other party to the transaction does not have notice o f the dissolution; 

in this paragraph, filing the articles of dissolution is presumed to constitute notice of 

the dissolution.

Sec. 10.50.425. DISTRIBUTION OF ASSETS. Upon the winding up o f a 

limited liability company, the assets of the company shall be distributed in the 

following m anner and order o f priority:

( 1) payment, or adequate provision for payment, to creditors, including, 

to the extent permitted by law, members who are creditors and not covered by (2) of 

this section, in satisfaction of the liabilities of the company;

(2) unless otherwise provided in an operating agreement o f the 

com pany, paym ent to members or former members in satisfaction o f the com pany’s 

liabilities for distributions under AS 10.50.295 - 10.50.335;

(3) unless otherwise provided in an operating agreem ent o f the 

com pany, to mem bers and former members in the following order o f priority:

(A) for the return of their contributions; and

(B) in proportion to the m em bers’ respective rights to share in

distributions from the company before dissolution.
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Sec. 10.50.430. ARTICLES OF DISSOLUTION. After the dissolution o f a 

limited liability company under AS 10.50.400, the limited liability com pany may File 

articles o f dissolution with the department. The articles m ust state

(1) the name o f  the company;

(2) the date o f Filing of the com pany’s articles of organization and o f 

any am endments to the articles of organization;

(3) the reason for Filing the articles of dissolution;

(4) the effective date, which must be a specific date, o f the articles of 

dissolution if the articles o f dissolution are not to be effective when Filed; and

(5) other information determined appropriate by the members or 

m anagers Filing the articles.

Sec. 10.50.435. KNOW N CLAIMS AGAINST DISSOLVED LIM ITED 

LIABILITY COMPANY, (a) Upon dissolution, a limited liability com pany may 

dispose o f the known claim s against it by Filing articles of dissolution under 

AS 10.50.430 and following the procedures described in this section.

(b) A dissolved limited liability company shall notify its known claimants in 

writing o f the dissolution at any time after the effective date o f dissolution. The 

w ritten notice must

( 1) describe the information that must be included in the claim;

(2) provide a mailing address where the claim  may be sent;

(3) state the deadline, which may not be fewer than 120 days after the 

later of the date o f the written notice or the Filing o f articles of dissolution under 

AS 10.50.430, for the com pany to receive the claim; and

(4) state that the claim is barred if it is not received by the company

by the deadline.

(c) A claim against a limited liability company is barred if a claim ant

( 1) who was given written notice under (b) o f this section does not 

deliver the claim to the com pany by the deadline; or

(2) whose claim  is rejected by the com pany does not begin a

proceeding to enforce the claim  within 90 days after the date of the rejection notice.

(d) In this section, "claim" does not include a contingent liability or a claim
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based on an event occurring after the effective date o f dissolution.

Sec. 10.50.440. UNKNOWN CLAIMS A G A IN ST DISSOLVED LIM ITED 

LIABILITY COMPANY, (a) If a limited liability com pany publishes a newspaper 

notice in accordance with (b) of this section and files articles o f dissolution under 

AS 10.50.430, the following claims are barred unless the claimant commences a 

proceeding to enforce the claim against the company within three years after the later 

o f  the publication date of the newspaper notice o r the filing o f the articles o f  

dissolution:

( 1) a claim by a claimant who did not receive written notice under

AS 10.50.435;

(2) a claim sent within the time allowed if the company does not act

on the claim;

(3) a claim that is contingent or based on an event occurring after the 

effective date o f dissolution.

(b) The notice published under (a) o f this section shall be published once in 

a newspaper o f general circulation in the judicial district where the com pany’s 

principal office, or its registered office if it does not have a principal office in this 

state, is located in this state, and must

( 1) describe the information that must be included in a claim;

(2) provide a mailing address where the claim  may be sent;

(3) state that a claim against the company is barred unless a proceeding 

to enforce the claim is begun within three years after the publication o f the notice; and

(4) request that persons with claims against the com pany present them 

in writing to the company as provided in the notice.

(c) A claim may be enforced under this section

( 1) against the company to the extent o f the com pany’s undistributed

assets; or

(2) if the com pany’s assets have been distributed in liquidation, against 

a member of the company to the extent o f the m em ber’s pro rata share of the claim  

o r of the assets of the company distributed to the m em ber in liquidation, whichever is 

less; a m em ber’s total liability for all claims under this section may not exceed the
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total amount of assets o f the company that are distributed to the member.

ARTICLE 12. MERGER AND CONSOLIDATION.

Sec. 10.50.500. AUTHORITY FOR M ERGER OR CONSOLIDATION. 

Unless otherwise provided in an operating agreem ent o f the company, and subject to 

the law applicable to the other limited liability company, a limited liability com pany 

may merge or consolidate with or into a limited liability com pany o r a foreign limited 

liability company.

Sec. 10.50.505. CONVERSION OF RIGHTS AND INTERESTS. The rights 

o f or interests in a limited liability com pany that is a party to a merger or 

consolidation may be exchanged for or converted into cash, property, obligations, 

rights or interests in the surviving or resulting limited liability com pany.

Sec. 10.50.510. APPROVAL OF M ERGER OR CONSOLIDATION, (a) 

Unless otherwise provided in an operating agreem ent o f the com pany, a limited 

liability com pany may not approve a proposed m erger or consolidation unless the 

m erger or consolidation is approved by all of the members o f the com pany.

(b) A foreign limited liability company that is a party to a proposed m erger 

o r consolidation may not approve the m erger or consolidation unless the m erger or 

consolidation is approved in the manner and by the vote required by the law applicable 

to the foreign limited liability company.

(c) A party to a merger or consolidation under this chapter may abandon the 

m erger or consolidation as provided in the m erger or consolidation agreement.

Sec. 10.50.515. DELIVERY OF ARTICLES OF M ERGER OR

CONSOLIDATION. The limited liability com pany that survives or results from a 

m erger or consolidation under this chapter shall File with the departm ent articles o f 

m erger o r consolidation signed by each limited liability com pany that is a party to the 

m erger or consolidation.

Sec. 10.50.520. CONTENTS OF ARTICLES OF M ERGER OR

CONSOLIDATION. The articles of merger or consolidation required by AS 10.50.515 

must state

( 1) the name o f each limited liability com pany that is a party to the 

m erger or consolidation;
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(2) the jurisdiction where each limited liability company that is a party 

to the merger or consolidation was organized;

(3) that an agreement o f merger or consolidation has been approved and 

signed by each limited liability company that is a party to the m erger or consolidation;

(4) the name of the surviving or resulting limited liability company;

(5) the future effective date, which must be a specific date, o f the 

m erger or consolidation if the merger or consolidation is not effective when the articles 

are filed;

(6) that the agreement of m erger or consolidation is on file at an office 

o f the surviving or resulting limited liability company and the address o f the office;

(7) that a copy o f the agreement of merger or consolidation will be 

furnished by the surviving or resulting limited liability company on request and 

without cost to a person holding an interest in a limited liability company that is a 

party to the m erger or consolidation;

(8) if the surviving or resulting limited liability company is not 

organized under the laws of this state, a statement that the surviving or resulting 

limited liability company

(A) agrees that it may be served with process in this state in a 

proceeding to enforce an obligation o f a company that is a party to the m erger 

or consolidation and that was organized under the laws o f this state, and to 

enforce an obligation o f the surviving or resulting company;

(B) appoints the department as its agent for service o f process 

in an enforcem ent proceeding under (A) o f this paragraph; and

(C) the address to which a copy o f the process may be mailed 

to the surviving or resulting company by the department.

Sec. 10.50.525. EXECUTION OF ARTICLES OF M ERGER OR 

CONSOLIDATION. Articles of merger or consolidation shall be signed by a limited 

liability com pany that is a party to the m erger o r consolidation.

Sec. 10.50.530. EQUIVALENT TO ARTICLES OF DISSOLUTION. Articles 

o f m erger or consolidation constitute articles o f dissolution for a limited liability 

com pany that is not the surviving or resulting limited liability com pany in the merger
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or consolidation.

Sec. 10.50.535. EFFECTIVE DATE OF M ERGER OR CONSOLIDATION. 

A m erger or consolidation under AS 10.50.500 - 10.50.565 takes effect upon the later 

o f the effective date of the Filing o f the articles o f m erger or consolidation or an 

effective date stated in the articles o f merger or consolidation.

Sec. 10.50.540. USE OF MERGER OR CONSOLIDATION AGREEM ENT 

TO  AM END OR ADOPT OPERATING AGREEM ENT, (a) An agreement o f m erger 

or consolidation approved under AS 10.50.510 may amend an operating agreement o f 

a limited liability company or adopt a new operating agreement for the company if the 

com pany is the surviving or resulting limited liability company in the m erger or 

consolidation.

(b) An approved agreement o f merger or consolidation may provide that the 

operating agreem ent o f a limited liability com pany that is a party to the m erger c r  

consolidation, including a limited liability company organized for the purpose o f 

consum m ating a m erger or consolidation, is the operating agreement of a limited 

liability com pany that is the surviving or resulting limited liability company.

(c) An am endm ent to an operating agreem ent or the adoption o f a new 

operating agreement under this section is effective when the merger or consolidation 

is effective.

(d) This subsection is not intended to lim it the accomplishment o f a m erger 

o r o f  a m atter referred to in this section by other means provided for in an operating 

agreem ent or in another agreement or as otherwise permitted by law.

Sec. 10.50.545. GENERAL EFFECTS OF M ERGER OR CONSOLIDATION,

(a) W hen a merger or consolidation becomes effective, the limited liability com panies 

that are parties to a merger or consolidation agreement become a single limited 

liability company that, in the case of a merger, is the limited liability company named 

in the plan of m erger as the surviving limited liability com pany, and, in the case o f a 

consolidation, is the limited liability company named in the plan o f consolidation as 

the resulting limited liability company.

(b) When a merger or consolidation becomes effective, a limited liability 

com pany that is a party to the merger or consolidation agreement and that is not the
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surviving or resulting limited liability company ceases to exist.

(c) The surviving limited liability company o f a m erger or the limited liability 

com pany resulting from a consolidation possesses all the rights, privileges, immunities, 

and powers of each limited liability company that is a party to the merger or 

consolidation agreement and is subject to all the restrictions, disabilities, and duties o f 

each limited liability company that is a party to the m erger or consolidation to the 

extent the rights, privileges, immunities, powers, franchises, restrictions, disabilities, 

and duties apply to the type o f limited liability company that is the surviving limited 

liability company or the resulting limited liability company.

Sec. 10.50.550. EFFECT OF M ERGER OR CONSOLIDATION ON 

PROPERTY OF COMPANIES. The real and personal property, the debts due, 

including promises to make capital contributions, other choses in action, and the other 

interests o f the limited liability companies that are parties to a m erger or consolidation 

belong to the surviving or resulting limited liability com pany without further action by 

the companies.

Sec. 10.50.555. EFFECT OF MERGER OR CONSOLIDATION ON 

LIABILITIES, (a) The surviving or resulting limited liability com pany in a merger 

o r consolidation is liable for the liabilities o f the limited liability com panies that are 

parties to the m erger or consolidation.

(b) A claim, action, or other proceeding that exists at the time of the merger 

or consolidation and that is pending by or against a limited liability com pany that is 

a party to a merger or consolidation may be pursued as if the m erger or consolidation 

had not taken place, or the surviving or resulting limited liability com pany may be 

substituted in the claim, action, or other proceeding.

Sec. 10.50.560. RIGHTS OF CREDITORS. The rights o f creditors and liens 

on the property o f a limited liability company that is a party to a merger or 

consolidation are not impaired by the merger or consolidation.

Sec. 10.50.565. CONVERSION AT MERGER OR CONSOLIDATION, (a) 

Upon a m erger or consolidation, the limited liability com pany interests that are to be 

converted or exchanged into interests, cash, obligations, o r other property under the 

terms o f a m erger or consolidation agreement are converted as provided by the merger
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or consolidation agreement.

(b) Upon a merger or consolidation, the former holders of interests converted 

under (a) o f this section have the rights provided in the merger or consolidation 

agreem ent cr otherwise provided by law.

Sec. 10.50.590. DEFINITION. In AS 10.50.500 - 10.50.590, "limited liability 

com pany" means a limited liability company organized under this chapter or a foreign 

limited liability company.

ARTICLE 13. FOREIGN LIM ITED LIABILITY COM PANIES.

Sec. 10.50.600. GOVERNING LAW. (a) Subject to the constitution of this 

state, the law of the state or other jurisdiction under which a foreign limited liability 

com pany is organized governs the organization and internal affairs o f the company.

(b) The department may not deny registration to a foreign limited liability 

com pany because of differences between the law o f this state and the law o f the state 

or other jurisdiction under which the foreign limited liability company is organized.

Sec. 10.50.605. REGISTRATION REQUIRED. Before conducting affairs in 

this state, a foreign limited liability company shall register with the department. To 

register, the company shall deliver to the department an application for registration as 

a foreign limited liability company.

Sec. 10.50.610. EXECUTION OF REGISTRATION APPLICATION. An 

application for registration filed by a foreign limited liability company under 

AS 10.50.605 shall be signed by a person who is authorized by the law o f the state or 

other jurisdiction where the company was organized to sign the application.

Sec. 10.50.615. CONTENTS OF REGISTRATION APPLICATION, (a) An 

application for the registration o f a foreign limited liability company m ust state

( 1) the name o f the foreign limited liability company and, if different, 

the name the company proposes to use in this state;

(2) the state or other jurisdiction where the company was organized, 

and date o f its organization;

(3) the name and address of the com pany’s registered agent;

(4) that the departm ent is appointed the agent o f  the company for 

service o f process if the foreign limited liability company fails to appoint or maintain
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a registered agent under AS 10.50.635;

(5) the address of the office required by the state or other jurisdiction 

o f the com pany’s organization to be maintained in that state or other jurisdiction, or, 

if the state or other jurisdiction does not require an office to be maintained in that state 

or other jurisdiction, the principal office of the company;

(6) die purpose the company proposes to pursue in the conduct o f its 

affairs in this state and the codes from the identification code established under 

AS 10.06.870 that most closely describe the activities in which the company will 

engage in this state;

(7) the names and addresses o f the managers of the company, or, if the 

company is not managed by a manager, the names and addresses o f the members o f 

the company;

(8) the name and address of each person owning at least a five percent 

interest in the com pany and the percentage of interest owned by that person in the 

company; and

(9) that the company is a foreign limited liability company.

(b) In addition to the information required by (a) o f  this section, an application 

m ust include proof from the jurisdiction where the com pany was organized that 

indicates that the com pany was organized in that jurisdiction.

Sec. 10.50.620. NAME. The department may not file the application for 

registration o f a foreign limited liability company unless the name of the com pany 

satisfies the requirements of AS 10.50.020 - 10.50.025. If the name under which a 

foreign limited liability is organized in the state or other jurisdiction o f its organization 

does not satisfy the requirements o f AS 10.50.020 - 10.50.025, the company may 

register under AS 10.50.605 if the company uses an assumed name that is available 

to the company under this chapter and that satisfies the requirements o f AS 10.50.020 - 

10.50.025.

Sec. 10.50.623. CHANGE OF NAME. If a foreign limited liability com pany 

that is registered under this chapter changes its name to one under which it may not 

register under this chapter, the registration of the com pany is suspended and the 

com pany may not conduct affairs in this state until it has changed its name to a name
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available to it under the laws o f this state.

Sec. 10.50.625. AMENDM ENT OF REGISTRATION. A foreign limited 

liability company may amend its registration by filing an amendment o f registration 

with the departm ent that is signed by a person who has the authority to sign it under 

the law o f the state or other jurisdiction o f the com pany’s organization.

Sec. 10.50.630. CONTENTS OF AMENDM ENT OF REGISTRATION, (a) 

The am endment o f registration filed by a foreign limited liability company m ust state 

the

( 1) name o f the company;

(2) date the original application for registration was filed; and

(3) amendment.

(b) The application for registration may be amended in any way if  the
*

application for registration as amended contains only provisions that this chapter allows 

to be contained in an application for registration at the time o f amendment.

Sec. 10.50.635. REGISTERED OFFICE AND REGISTERED AGENT OF 

FOREIGN COMPANY. A foreign limited liability company registered under this 

chapter shall have and continuously maintain in the state a registered

( 1) office that may be, but need not be, the same as its office in this

state; and

(2) agent, who may be either an individual resident in this state whose 

business office is identical to the registered office, a corporation organized under 

AS 10.06, or a foreign corporation authorized to transact business in this state, that has 

a business office identical to the registered office.

Sec. 10.50.637. CHANGE OF REGISTERED OFFICE OR REGISTERED 

A GENT OF FOREIGN COMPANY. A foreign limited liability com pany registered 

under this chapter may change its registered office or change its registered agent, or 

both, upon filing with the department a signed statement setting out

( 1) the name o f the company;

(2) the address o f its registered office;

(3) the address o f the new registered office if  the address o f its 

registered office is to be changed;
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(4) the name o f its registered agent;

(5) the name of its new registered agent if its registered agent is to be

changed;

(6) that the address o f its registered office and the address o f the 

business office o f its registered agent, as changed, will be identical; and

(7) that the change is authorized by the company.

Sec. 10.50.638. FILING OF STATEM ENT OF CHANGE. If the department

finds that the statement conforms to the provisions o f this chapter, the department shall 

file the statement, and upon the filing, the change o f address o f the registered office, 

or the appointment o f a new registered agent, or both, as the case may be, becomes 

effective.

Sec. 10.50.640. SERVICE OF PROCESS ON FOREIGN COMPANY. The 

registered agent appointed by a foreign limited liability company registered under this 

chapter shall be an agent of the company upon whom process, notice, or demand 

required or permitted by law to be served upon the company may be served.

Sec. 10.50.645. SERVICE ON COMMISSIONER. When a foreign limited 

liability com pany that is registered under this chapter, o r that conducts affairs in this 

state without being registered under this chapter, fails to appoint or maintain a 

registered agent in this state, when a registered agent cannot with reasonable diligence 

be found at the registered office, or when the registration o f a foreign company is 

suspended or revoked, the commissioner is an agent upon whom process, notice, or 

dem and may be served. Service is made upon the com missioner as provided in 

AS 10.50.065(b).

Sec. 10.50.650. REVOCATION OF REGISTRATION, (a) The registration 

o f a foreign limited liability company authorizing the company to conduct affairs in 

this state may be revoked by the commissioner if

( 1) the company fails to file its biennial report within the time 

established by this chapter, or fails to pay fees or penalties established by this chapter 

when they are due and payable;

(2) the company fails to appoint and maintain a registered agent in this

state;
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(3) the company fails, after change of its registered office or registered 

agent, to file with the com missioner a statement o f the change as required by this 

chapter, or

(4) a misrepresentation o f a material m atter has been made in an 

application, report, affidavit, or other document submitted under this chapter.

(b) The com missioner may not revoke the registration o f a foreign limited 

liability company unless the

(1) com missioner has given the company at least 60 days notice by 

certified mail addressed to its registered agent at its registered office; and

(2) company fails before revocation to file the report, pay the fees or 

penalties, file the required statement o f change o f registered agent o r registered office, 

o r correct the misrepresentation.

(c) Upon revoking a registration, the com missioner shall

( 1) issue a certificate o f revocation in duplicate;

(2) file one o f the certificates in the com m issioner’s office; and

(3) mail one o f the certificates o f revocation to the limited liability 

com pany at its registered office.

(d) Upon the issuance o f the certificate of revocation, the authority o f the 

limited liability company to conduct affairs in this state ceases.

Sec. 10 30.653. APPEAL FROM REVOCATION OF REGISTRATION. If 

the com m issioner revokes the registration of a foreign limited liability company to 

conduct affairs in this state under this chapter, the company may appeal to the superior 

court. The court shall either sustain the action o f the com m issioner or direct the 

com m issioner to take action the court considers proper.

Sec. 10.50.655. AUTHORITY TO  CANCEL REGISTRATION. A foreign 

limited liability company registered in this state may cancel its registration by filing 

an application for cancellation with the department.

Sec. 10.50.660. CONTENTS OF APPLICATION FOR CANCELLATION. 

An application for cancellation filed by a foreign limited liability com pany must state

( 1) the name o f the company and the state or other jurisdiction where 

the company was organized;
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(2) chat the company is not conducting affairs in this state;

(3) that the company cancels its registration in this state;

(4) that the company revokes the authority o f its registered agent for 

service o f process in this state and consents that service of process may subsequently 

be made on the company by service on the commissioner for a cause o f action arising 

in this state during the time the company was registered in this state; and

(5) an address for mailing a copy of a process to the company.

Sec. 10.50.665. FORM, MANNER, AND EXECUTION OF APPLICATION 

FOR CANCELLATION. The application for cancellation m ust be in the form and 

m anner designated by the department and shall be signed on behalf o f the foreign 

limited liability company by

( 1) a person with authority to sign the application under the law o f the
*

state or other jurisdiction of its organization; or

(2) if the company is controlled by a receiver, trustee, or other 

court-appointed Fiduciary, by the receiver, trustee, or other fiduciary.

Sec. 10.50.670. EFFECT OF CANCELLATION OF REGISTRATION. The 

cancellation o f  a registration under this chapter does not terminate the authority o f the 

com m issioner to accept service of process on the foreign limited liability company 

with respect to causes of action arising out of the com pany’s conduct o f affairs in this 

state.

Sec. 10.50.675. CONDUCTING AFFAIRS W ITHOUT REGISTRATION, (a) 

A foreign limited liability company conducting affairs in this state may not maintain 

an action or other proceeding in a court o f this state until it has registered in this state.

(b) The failure of a foreign limited liability company to register in this state 

does not

( 1) impair the validity o f a contract or act o f the company;

(2) affect the right o f another party to a contract o f  the com pany to 

maintain an action or proceeding on the contract; or

(3) prevent the company from defending an action or other proceeding 

in a court of this state.

Sec. 10.50.690. LIABILITY FOR FEES AND PENALTIES. A foreign limited
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liability company that conducts affairs in this state without registration is liable to the 

departm ent for the following fees and penalties for the full or partial years when it 

conducts affairs in this state without registration:

( 1) the fees that would have been imposed by this chapter on the

com pany if the company had been registered under this chapter, or

(2) the penalties imposed by this chapter.

Sec. 10.50.700. CIVIL PENALTY, (a) A foreign limited liability company

that conducts affairs in this state without registration is subject to a civil penalty 

payable to the state not to exceed $ 10,000 for each calendar year, including a partial 

year, the com pany conducts affairs in this state without being registered under this 

chapter.

(b) The civil penalty imposed in (a) o f this section may be recovered in an 

action brought in the superior court by the attorney general.

Sec. 10.50.710. INJUNCTIVE RELIEF, (a) Upon application to the court, 

if a court finds that a foreign limited liability company has conducted affairs in this 

state in violation o f this chapter, the court may issue, in addition to imposing a civil 

penalty, an injunction restraining the company from conducting further affairs in this 

state and from further exercising the com pany’s rights and privileges in this state.

(b) An injunction issued under (a) o f this section may continue until the civil 

penalties, interest, and court costs assessed by the court have been paid and until the 

foreign limited liability company otherwise complies with this chapter.

Sec. 10.50.715. NONLIABILITY OF M EM BER OR MANAGER. A member 

or m anager of a foreign limited liability com pany is not liable for the debts and 

obligations of the company solely because the company conducts affairs in this state 

w ithout registration.

Sec. 10.50.720. TRANSACTIONS NOT CONSTITUTING CONDUCTING 

AFFAIRS. The activities of a foreign limited liability company that are not considered 

to be conducting affairs in this state for the purposes o f AS 10.50.600 - 10.50.720 

include

( 1) maintaining, defending, or settling a court action or other 

proceeding or a claim;
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(2) holding meetings of the members or managers o f the company;
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(3) maintaining bank accounts;

(4) selling through independent contractors;

(J) soliciting or procuring orders by mail, through em ployees, agents, 

or otherwise, if the orders require acceptance outside the state before becoming binding 

contracts;

(6) creating as borrower or lender, o r acquiring, indebtedness o r 

mortgages o r other security interests in real or personal property;

(7) securing or collecting debts, or enforcing rights in property securing

debts;

(8) conducting an isolated transaction that is com pleted within 30 days 

and that is not part of a course of repeated transactions o f a sim ilar nature; or

(9) conducting affairs in interstate commerce.

ARTICLE 14. SUITS BY AND AGAINST LIM ITED

LIABILITY COMPANIES.

Sec. 10.50.730. ACTIONS AGAINST COMPANIES. A court action may be 

brought by or against a limited liability company. The court action may be brought 

in the name o f the company.

Sec. 10.50.735. AUTHORITY TO SUE ON BEHALF OF COMPANY, (a) 

Except as provided in AS 10.50.320, and unless otherwise provided in an operating 

agreement o f the company, a person may not bring a court action on behalf o f a 

limited liability company in the name o f the company unless the person is authorized 

under (b) or (c) or this section to bring the action.

(b) W hether or not the company is managed by a m anager, a member o f a 

limited liability company may bring a court action on behalf o f  the company in the 

name o f the com pany if the member is authorized to bring the action by more than 

one-half o f  all o f the members of the company who are eligible to consent to the 

authorization, unless a larger number o f the members are required under 

AS 10.50.150(c) for the authorization. When determining w hether the required num ber 

o f members consent under AS 10.50.150, the total num ber o f all members does not 

include a m em ber who has an interest in the outcome o f the action that is adverse to
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the interest o f the company and the member with the adverse interest is excluded from 

determ ining the authorization.

(c) A manager of a limited liability company may bring a court action on 

behalf o f the company in the name o f the company if the m anager is authorized to 

bring the action by the consent required under AS 10.50.150 o f the members eligible 

to consent to the authorization. When determining the number o f  managers required 

to consent under AS 10.50.150, the number does not include a m anager who has an 

interest in the outcome of the action that is adverse to the interest o f the company and 

the m anager with the adverse interest is excluded from determ ining the authorization.

ARTICLE 15. BIENNIAL REPORT.

Sec. 10.50.750. BIENNIAL REPORT REQUIRED. A limited liability 

com pany and a foreign limited liability company conducting affairs in this state shall 

file a biennial report within the time established by this chapter.

Sec. 10.50.755. CONTENTS OF BIENNIAL REPORT. A biennial report 

m ust set out

( 1) the name o f the com pany and the state or country where it is

organized;

(2) the address of the registered office o f the company in this state, and

the name o f its registered agent in this state at that address, and, in the case of a

foreign limited liability company, the address of its principal office in the state or 

country where it is organized;

(3) the names and addresses o f the managers of the company, or, if the 

com pany is not managed by a manager, the names and addresses of the members o f 

the com pany;

(4) the name and address of each person owning at least a five percent

interest in the company and the percentage of interest owned by that person in the

com pany.

Sec. 10.50.760. FILING OF BIENNIAL REPORT, (a) A biennial report 

required by AS 10.50.750 shall be filed with the departm ent and is due before 

January 2 o f the filing year. A limited liability company filing articles o f organization 

and a foreign limited liability company registering during an even-numbered year shall
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file the biennial report each even-numbered year. A limited liability com pany filing 

articles o f organization and a foreign limited liability company registering during an 

odd-numbered year shall file the biennial report each odd-numbered year. The biennial 

report is delinquent if not filed before February 1 o f each odd- or even-numbered year 

as provided in this section.

(b) Proof to the satisfaction o f the departm ent that on or before February 1 the 

report was deposited in the United States mail in a sealed envelope, properly addressed 

with postage prepaid, is compliance with (a) o f this section.

(c) The department shall file the report if it conforms to the requirements o f 

this chapter. If the department finds that the report does not conform to the 

requirem ents o f this chapter, the report shall promptly be returned to the com pany for 

necessary corrections.

(d) Upon receipt o f a form from the department, a limited liability com pany 

shall file a biennial report within six months after original organization.

Sec. 10.50.765. FILING NOTICE OF CHANGE OF MANAGERS OR 

M ANAGING MEMBERS, (a) In the event o f a change o f the manager of a limited 

liability com pany or o f a foreign limited liability company registered under this 

chapter, or of a member o f the company, if the members m anage the company, during 

the first year of the biennial reporting period, the com pany shall file a notice o f change 

am ending the biennial report o f the com pany before the following January 2.

(b) The notice shall be filed with the departm ent and shall state the name and 

current mailing address of the manager or member not included in the com pany’s last 

filed biennial report, and the name o f the person replaced and the office held.

ARTICLE 16. MISCELLANEOUS PROVISIONS.

Sec. 10.50.800. COMPANY CERTIFICATES. An operating agreement o f a 

limited liability company may authorize the com pany to issue a certificate as evidence 

o f a limited liability company interest. An operating agreem ent may also authorize 

and provide for the assignment or transfer of the interest represented by the certificate.

Sec. 10.50.810. SUBMISSION OF DOCUM ENTS TO  DEPARTM ENT. 

W hen a docum ent is required or allowed to be delivered to or filed with the 

departm ent under this chapter, the person delivering the docum ent shall deliver to the
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departm ent the required fee, the original signed document, and an exact copy o f the 

document.

Sec. 10.50.820. FILING OF DOCUMENTS BY DEPARTMENT, (a) If the 

departm ent determines that a document filed under this chapter conform s to the filing 

requirements of this chapter, the department shall

( 1) mark on the original signed docum ent and on the exact copy the 

word "filed" and the date and time o f the docum ent’s acceptance for filing;

(2) retain the original signed document in rhe departm ent’s files; and

(3) return the exact copy to the person who filed the document or to 

the person’s representative.

(b) The department may not file a document if the requirements o f this section 

are not met.

Sec. 10.50.830. DISAPPROVAL OF W RITING BY DEPARTMENT; 

APPEAL. If the department fails to approve articles o f  organizadon, amendment, 

merger, consolidation, or dissolution, or any other docum ent required by this chapter 

to be approved by the department, the department shall, within 10 days after the 

delivery o f the document to the department, give written notice o f disapproval to the 

person, limited liability company, or foreign limited liability company, delivering the 

docum ent, and specifying the reasons for disapproval. The person or company may 

appeal the disapproval to the superior court.

Sec. 10.50.840. EXECUTION OF DOCUMENTS, (a) Unless otherwise 

provided in this chapter, a document required by this chapter to be filed with the 

departm ent by or for a limited liability company shall be signed by

( 1) a manager of the company if the com pany is managed by a

manager,

(2) a member o f the company if the articles o f organization do not 

provide that the company is managed by a manager;

(3) a person organizing the company if the com pany is not organized;

(4) the fiduciary if the company is controlled by a receiver, trustee, or 

other court-appointed fiduciary.

(b) A person signing a document filed with the departm ent under this chapter
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shall state beneath or opposite the signature the person’s name and the capacity in 

which the person signs.

(c) A person signing a document filed with the departm ent under this chapter 

may sign as an attorney-in-fact, but is not required to provide or file with the 

departm ent a docum ent authorizing the person to act as attorney-in-fact for the signing 

o f a document.

Sec. 10.50.850. FILING AND OTHER FEES. The department shall charge 

fees established by the department by regulation adopted under AS 44.62 

(Administrative Procedure Act) for

( 1) Filing the original articles of organization;

(2) Filing an amendment of registration;

(3) Filing articles o f merger or consolidation;

(4) filing articles of dissolution;

(5) issuing a docum ent not otherwise covered by this section;

(6) furnishing a copy o f a document;

(7) accepting an application for reservation o f a name, or Filing a notice 

o f the transfer or cancellation o f a name reservation;

(8) filing a statement of change o f address for a registered office or 

registered agent;

(9) accepting service of a notice, dem and, or process upon the

department;

(10) Filing the application for registration o f  a foreign limited liability

company;

( 11 ) registering a name, reserving a name, or renewing a name 

registration under this chapter, or

(12) Filing another document allowed or requiied under this chapter. 

Sec. 10.50.860. MAINTENANCE OF RECORDS. Un' ;s otherwise provided

in an operating agreement, a limited liability company shall keep at its main office

( 1) current and past lists that state in alphabetical order the full name 

and last known mailing address o f  every member and m anager o f  the company;

(2) a copy of the com pany’s articles o f organization and amendments
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to the articles, including a signed copy of a power of attorney used by a person who 

signed articles o f amendment for the company;

(3) a copy of the com pany’s federal, state, and local income tax returns 

and financial statements, if any, for the three most recent years or, if the returns and 

statements are not prepared, a copy o f the information and statements provided to, or 

that should have been provided to, the members to enable the members to prepare their 

federal, state, and local tax returns for the three-year period;

(4) a copy o f any effective operating agreem ent of the com pany, 

amendments to the agreement, and former operating agreements;

(5) unless contained in an operating agreement,

(A) a docum ent stating the am ount o f cash contributed by a 

m em ber of the company, the agreed value o f other property or services 

contributed by a member, and when a m em ber is to make additional 

contributions;

(B) a document stating the events, if  any, that cause the 

com pany to be dissolved and its affairs wound up; and

(C) other documents that an operating agreem ent requires the 

com pany to prepare.

Sec. 10.50.870. INSPECTION OF RECORDS, (a) A limited liability 

com pany shall make its books and records o f account, o r certified copies o f  them, 

reasonably available for inspection and copying at its registered office or principal 

office in the state by a member of the company. M em ber inspection shall be upon 

written demand stating with reasonable particularity the purpose o f the inspection. The 

inspection may be in person or by agent or attorney, at a reasonable time and for a 

proper purpose. Only books and records o f  account, m inutes, and the record o f 

members directly connected to the stated purpose o f  the inspection may be inspected 

or copied.

(b) A manager, or, if the company is not m anaged by a manager, a member, 

who, or a limited liability company that, refuses to allow a member, or the agent or 

attorney o f the member, to examine and make copies from its books and records o f 

account, m inutes, and record o f members, for a proper purpose, is liable to the m em ber
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for a penalty in the amount o f 10 percent o f the value of the limited liability company

interests owned by the member or $5,000, whichever is greater, in addidon to other 

dam ages or remedy given the member by law. It is a defense to an acuon for 

penalties under this section that the person suing has within two years sold or offered 

for sale a list of members o f the company or any other limited liability company or 

has aided or abetted a person in procuring a list o f members for this purpose, or has 

im pioperly used information secured through a prior exam ination o f the books and 

records o f account, minutes, or record of members o f the company o r any other limited 

liability com pany, or was not acting in good faith or for a proper purpose in making 

the person’s demand.

(c) Nothing in this chapter impairs the power o f  a court, upon proof by a 

m em ber o f a demand properly made and for a proper purpose, to compel the 

production for examination by the member of the books and records o f account, 

minutes, and record of members o f a limited liability company.

Sec. 10.50.880. DISCLOSURE OF INFORMATION. The members of a 

limited liability com pany, if the articles o f organization do not provide that the 

company is managed by a manager, or the manager of the company, if  the articles o f 

organization provide that the company is managed by a manager, shall provide, to the 

extent just and reasonable under the circumstances, true and full information o f all 

matters that affect the members o f a company to a m em ber or to the legal 

representative of a deceased member or a member under a legal disability.

Sec. 10.50.890. WAIVER OF NOTICE. If notice is required to be given to 

a m em ber or m anager of a limited liability company under the provisions o f this 

chapter or under the provisions o f the articles o f organization or an operating 

agreem ent of the company, a waiver of the notice in writing signed by the person 

entitled to notice, whether before or after the time stated for notice, is equivalent to 

the giving of notice.

Sec. 10.50.900. REGULATIONS. In addition to the regulations the 

departm ent is required to adopt under this chapter, the departm ent may adopt other 

regulations under AS 44.62 (Administrative Procedure Act) to im plem ent this chapter.

ARTICLE 17. GENERAL PROVISIONS.
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Sec. 10.50.910. INTERSTATE APPLICATION. A limited liability com pany 

that is organized and existing under this chapter may conduct its affairs and exercise 

the powers granted by this chapter in another jurisdiction, subject to the laws of that 

jurisdiction.

Sec. 10.50.990. DEFINITIONS. In this chapter, unless the context indicates 

otherwise,

( 1) "articles o f organization" means the articles o f  organization filed 

under AS 10.50.070 and the articles as amended or restated;

(2) "commissioner" means the com m issioner o f com m erce and 

econom ic development;

(3) "corporation" means a corporation organized under the laws o f this 

or another state, or of this or another country;

(4) "department" means the Department o f  Com m erce and Econom ic

Development;

(5 ) "filed," unless expressly provided otherwise, m eans filed with the

departm ent;

(6 ) "foreign limited liability company" means an organization that is

(A) not incorporated;

(B) organized under the law of a state other than this state, or 

under the law o f a foreign country;

(C) organized under a statute that affords to each of its 

members limited liability regarding the liabilities o f  the organization; and

(D) not required to be registered under a statute o f this state 

other than this chapter;

(7) "interim distribution" means a distribution of the assets o f a limited 

liability company to the com pany’s members, except as provided under AS 10.50.335 

and 10.50.425;

(8) "know" means to have actual knowledge or to know other facts that 

dem onstrate bud faith in the circumstances; this definition applies also to the 

derivatives o f "know," including "known," "unknown," and "knowledge";

(9) "limited liability company" or "domestic limited liability com pany"
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m eans an organization organized under this chapter;

( 10) "limited liability company interest" means an interest in a limited 

liability company issued under AS 10.50.275;

( 11) "limited partnership" means a limited partnership organized under 

AS 32.11 or under the law o f another state or a foreign country;

( 12) "manager" means a person who m anages a limited liability 

com pany, if the articles of organization provide that the com pany is managed by a 

manager;

(13) "managing member" means a m em ber o f a limited liability 

com pany if the com pany’s articles o f organization do not provide that the com pany is 

m anaged by a manager;

(14) "member" means a person who has been admitted to membership 

in a limited liability company under AS 10.50.155 - 10.50.160 and whose membership 

has not terminated under AS 10.50.180 - 10.50.185 or 10.50.205 - 10.50.225;

(15) "operating agreement" means a written agreement among ail o f the 

members of a limited liability company about conducting the affairs o f the company;

(16) "property" includes cash;

(17) "state" means a state, territory, or possession of the United States, 

and includes the District of Columbia, the Commonwealth of Puerto Rico, the Northern 

M ariana Islands, Guam, the Virgin Islands, American Samoa, and the Trust Territory 

o f  the Pacific Islands.

Sec. 10.50.995. SHORT TITLE. This chapter may be cited as the Alaska 

Limited Liability Act.

* Sec. 2. AS 10.06.105(c) is amended to read;

(c) A person may not adopt a name that contains the word "corporation", 

"incorporated", or "limited", or an abbreviation of one o f these words, unless the 

person has been issued a certificate of incorporation, or, in the case o f a foreign 

corporation, a certificate of authority, by the commissioner. This subsection does not 

prohibit a lim ited liability com pany or a limited partnership from using the word 

"limited" or an abbreviation o f "limited" in its name.

* Sec. 3. AS 45.55.130(12) is amended to read:
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( 12) "security" means a note; stock; treasury stock; bond; debenture; 

evidence of indebtedness; certificate of interest or participation in any profit-sharing 

agreement; a lim ited liability  com pany in terest u n d e r  AS 10.50; collateral-trust 

certificates; preorganization certificate or subscription; transferable share; investment 

contract; voting-trust certificate; certificate of deposit for a security; a certificate of 

interest or participation in an oil, gas, or mining tide or lease or in paym ents out of 

production under the title or lease or in any sale o f or indenture or bond or contract 

for the conveyance o f land or any interest in land; an option on a contract for the 

future delivery o f agricultural or mineral commodities o r any other com m odity offered 

or sold to the public and not regulated by the Com m odity Futures Trading 

Comm ission; however, the contract or option is not subject to the provisions of 

AS 45.55.070 if it is sold or purchased on the floor o f a bona fide exchange or board 

o f  trade and offered or sold to the public by a broker-dealer or agent registered under 

this chapter; investm ent of money or m oney’s worth including goods furnished or 

services performed in the risk capital of a venture with the expectation o f some benefit 

to the investor where the investor has no direct control over the investment or policy 

decision o f the venture; or, in general, any interest or instrum ent com monly known as 

a "security," or any certificate o f interest or participation in, temporary or interim 

certificate for, receipt for, guarantee of, or warrant or right to subscribe to or purchase, 

any o f the foregoing; "security" does not include an insurance or endowm ent policy 

or annuity contract under which an insurance com pany promises to pay a fixed or 

variable sum of money either in a lump sum or periodically for life or for some other 

specified period;

* Sec. 4. This Act takes effect January 1, 1995.
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R e v i s e d  4/12
C h a n g e s  to C SSSHB  420 (from vers ion  O to v e rs io n  R)

1. 10.50.058. Deleted entire section at lines 22 through 31 on page 
4.

Change made at the suggestion of Department of 
Commerce to save money. There is no stated opposition 
to this change.

2. 10.50.063. Inserted the phrase "and the lim ited liability 
company" between "department" and "and" at line 25 on page 5.

This requires a registered agent to notify the LLC for 
which it is an agent when it changes its address.

3. 10.50.075(3). Deleted "and business, residence, or mailing 
address" from line 16 on page 7.

Brings the requirements into line with current provisions 
of corporate code.

4. 10.50.075(6). Moved substance of this subsection at lines 21 
through 23 of page 7, to 10.50.110(a). Renumbered subsection (7) as 
subsection (6). In other words, lines 8 through 10 of page 9 of the R 
version were replaced by lines 12 through 18 on page 7 of the J 
vers ion .

Change made to maintain the flexible operating approach 
fo r Alaska LLCs.

5. Added a new 10.50.078.

Requested by Department of Commerce.

6 . 10.50.080. Deleted "even" through the end of the sentence from 
10.50.080 at line 30 of page 7.

C la r if ic a t io n .

7. 10.50.135(a)(1). Changed "director" to "person" at line 16 on page
10.

Conforms to LLC structure.



8 . 10.50.140(d). Deleted this entire subsection at lines 24 through
26 of page 11 and changed "(e)" to "(d)".

Conforms to LLC structure.

9. 10.50.145(a). Deieted "members" from line 31 of page 11 and 
replaced with "managers or managing members".

Conforms to LLC structure.

10. 10.50.148(d). Added "the members" immediately after "by" at 
line 8 of page 14 and deleted lines 9 through 15 of page 14.

Conforms to LLC structure.

11. 10.50.148(f). Inserted "." at line 29 of page 14 immediately 
after "entitled" and deleted "under a bylaw," from the balance of line 
29 along with all of lines 30 and 31 (page 14) and "another capacity 
while holding the office." from line 1 on page 15.

S implify language.

12. 10.50.150. Deleted "if an operating agreement of the company 
names more than one manager for the company," from lines 18 and 
19 of page 15.

Changed to clarify that the operating agreement wiil set 
out how the company is governed and operated, but 
generally will not actually name the managers.

13. 10.50.205(a). Added "by removal" between "terminated" and 
"except" in line 13 on page 18.

C la r if ic a t io n .

14. 10.50.225. Added the entire section "OTHER EVENTS 
TERMINATING MEMBERSHIP" to the bill from the J version. The 
section is located in the J version at pages 12 and 13.

An LLC working group reviewed the matter in depth and 
decided the provision should be included because there 
are important tax classification reasons fo r retaining 
the provisions.



15. 10.50.385. Added "if the member's interest has not been 
term inated" to the end of line 20 on page 29.

Change was suggested to reconcile 10.50.210 and 10.50.385.

16. 10.50.275. Deleted the O version of this section and replaced it 
with 10.50.275 from the J version, with a slight modification to 
deal with prom issory notes and other obligations to contribute 
property or services. (Deleted line 31 of page 21 and lines 1 through 
5 of page 22 from the O version and replaced with modified version 
of lines 12 through 14 from page 16 of the J version.)

It was decided the earlier version, rather than the 
corporate version, was more appropriate fo r LLCs.

17. 10.50.350(b). Changed "may" to "shall" at line 24 of page 27. 
Deleted the second sentence of this subsection starting with "if" and 
ending with "company" on lines 25 through 27 on page 27.

C larifies that a lim ited liability company must hold title 
in its own name and not in the name of its members.

18. 10.50.550. Page 37, line 27, deleted "and subscriptions for
shares."

More compatible with LLC structure.

19. 10.50.615(b). Replaced "a certificate" with "proof" at line 3 of
page 40 and replaced the phrase "in good standing" with "organized" 
at line 4 of page 40. Made similar changes in section 10.50.048(2) 
and 10.50.053(a)(2).

Modifies corporate code to conform with LLC needs.

20. 10.50.625. Deleted "articles of" from line 19 of page 40 and
inserted "of registration" immediately after "amendment" on that 
same line.

Conforms language to changes made in 10.50.605-615, 
which calls fo r a registration rather than articles.



21. 10.50.630. Deleted "ARTICLES OF AMENDMENT" and replaced with 
"AMENDMENT OF REGISTRATION" in the title at line 22 of page 40. 
Deleted "Articles of Amendment" from line 23 of page 40 and 
replaced with "Amendment of Registration".

Same as previous amendment.

22. 10.50.755. Added a new paragraph (4).

Requires the name and address of each person owning at 
least a 5 percent interest in the company and the 
percentage of interest owned by that person in the 
company. Change made at the request of the Department 
of Commerce.

23. 10.50.760(d). Deleted "or a foreign limited liability company" in
line 25 at page 46. Deleted "incorporation or authorization to 
iransact business in this state" and replaced it with "organization" 
in line 26 on page 46.

Change made at the request of the Department of Commerce.

24. 10.50.305. Deleted 10.50.305 starting at line 12 on page 23 
continuing over to line 20 on page 24. Replaced the deleted language 
with a new section the same as the alternate language on pages 42 
and 43 of the prototype act, excluding subsection (d) and changing an 
in te rna l reference.

Replaces language with wording from the prototype act.

25. Deleted 10.50.308 and 10.50.310 at lines 21 through 31 on page
24 and lines 1 through 5 on page 25.

Already covered in replacement language.

26. Deieted 10.50.325 at lines 5 through 10 on page 26.

Language replaced with prototype act.

27. Added a new 10.50.408. This new sectior was drawn from the 
October 21, 1992, Monagle draft 83151, with a couple of changes.

Adds enforcement provisions for the reporting requirements.



28. Added a new 10.50.650 and 10.50.653. This language was drawn 
from the October 21, 1992 Monagle draft 8315t.

Adds enforcement provisions for the reporting requirements.

29. Made technical changes identified by legal services throughout 
the bill.

30. Substitu ted references to "affairs" fo r references to 
"businesses" throughout the bill.
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Representative AI Vezey
Chairman, House State Affairs Committee
State Capitol
Juneau, Alaska 99801-1162 VIA FAX: 465-3258

Dear Representative Vezey:

I write urging your support for House passage of HB 420, a bill which would 
create a new form of business entity known as a “limited liability company.” I ask that you give 
consideration to supporting the measure inasmuch as it would, in my opinion, give small business 
owners here in Alaska a new and highly flexible investment vehicle, one that would eliminate many 
of the current shortcomings to be found in more traditional business structures such as general and 
limited partnerships and closely held corporations.

I realize that you and the remaining members of your committee have been 
inundated with information concerning the proposed legislation. I will not attempt to summarize or 
highlight all that has been sent to you thus far concerning this form of business entity. Suffice it to 
say that 34 states have now passed measures similar to that which has been introduced which is, in 
turn, adapted from a model act adopted by the American Bar Association. It is my understanding, 
based upon discussions with practitioners in other areas, that the availability of the limited liability 
company has proven to be of benefit to small, family-owned businesses, with these advantages to 
be found not only in the commercial sphere but in the area of estate planning as well. I urge you to 
support passage of die measure and to give Alaska investors the same competitive advantage 
enjoyed by those forming businesses elsewhere. I would be pleased to answer any questions you 
might have concerning this matter.

Very truly yours,

255 E. PlREWEEO LANE, SUITE 200 
ANCHORAGE. ALASKA 03503 2054 

TELEPHONE (3071 277-1004
A p r i l  1 1 , 1 9 9 4* ' TELECOPIER (0071 270 2493

KEMPPSJU HUFFMAN AND GINDER, P.O.
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CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 420( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY

OfTercd:
R efe rred :

S p o n so rs ) :  R EPR E SEN T A T IV E S T H E R R IA U L T , M ulder

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to limited liability companies; and providing for 

an effective date."

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

* Section 1. AS 10 is amended by adding a new chapter to read:

CHAPTER 50. LIMITED LIABILITY COMPANY ACT.

ARTICLE 1. PURPOSES AND ACTIVITIES.

Sec. 10.50.010. AUTHORIZED PURPOSES. A limited liability company may 

be organized under this chapter for any lawful purpose.

Sec. 10.50.015. COMPLIANCE WITH OTHER LAWS. If an activity of a 

limited liability company or the purpose for which a limited liability company is 

organized is subject to another provision of law, the company shall also comply with 

the other provision of law.

ARTICLE 2. NAME; REGISTERED OFFICE AND AGENT;

SERVICE OF PROCESS.

-1- CSSSHB 420( )
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Sec. 10.50.020. LIMITED LIABILITY COMPANY NAME, (a) The name 

of a limited liability company stated in the company’s articles of organization must 

contain the words "limited liability company" or the abbreviation "L.L.C.," or "LLC". 

The word "limited" may be abbreviated as "Ltd.," and the word "company" may be 

abbreviated as "Co."

(b) The name of a city, borough, or village may be used in a limited Lability 

company name; however, the name may not contain the word "city," "borough," or 

"village" or otherwise imply that the company is a municipality.

(c) A person may not adopt a name that contains the words "limited liability 

company" unless the person is organized under this chapter or is registered as a foreign 

limited liability company under this chapter.

Sec. 10.50.025. DISTINGUISHABLE NAMES. The name of a limited 

liability company must be distinguishable on the records of the department from

(1) the name of a limited iiability company, limited partnership, or 

corporation organized under the laws of this state;

(2) the name of a foreign limited liability company that is registered 

under this chapter,

(3) the name of a foreign corporation that is authorized to transact 

business in this state;

(4) a name reserved or registered under AS 10.06.110 - 10.06.145 or 

this chapter, or

(5) a name reserved under AS 10.35.

Sec. 10.50.030. RIGHT TO RESERVE NAME. The exclusive right to use a 

name may be reserved by a

(1) person intending to organize a limited liability company and to 

adopt the name;

(2) person intending to organize a foreign limited liability company and 

to register under this chapter,

(3) limited liability company, or a foreign limited liability company 

registered under this chapter, that intends to change its name; or

(4) foreign limited liability company that intends to register under this

CSSSHB 420( ) -2*
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chapter and to adopt the name.

Sec. i0.50.035. .APPLICATION TO RESERVE COMPANY NAME. 

Reservation of a name under AS 10.50.030 is made by filing an application with the 

department. If the department finds that the name is available for use by a limited 

liability company, and is not a reserved or registered business name under AS 10.35 

or this chapter, the department shall reserve it for the exclusive use of the applicant 

for a period of 120 days.

Sec. 10.50.038. TRANSFER OF RESERVED NAME. The holder of a name 

reserved under AS 10.50.030 may transfer the right to the exclusive use of the name 

to another person by filing a notice of transfer with the department, signed by the 

holder of the name, and specifying the name and address of the transferee.

Sec. 10.50.040. REGISTRATION OF COMPANY NAME. A limited liability 

company or a foreign limited liability company may register its name if the name is 

distinguishable on the records of the department from the names identified under 

AS 10.50.025.

Sec. 10.50.043. USE OF NONDISTINGUISHABLE NAME. Organization or 

registration under this chapter, or registration of a name under this chapter, gives the 

person who has organized, reserved, or registered a name under this chapter exclusive 

right to the use of the name. The person may enjoin the use of a name that is not 

distinguishable from the name to which the person has the exclusive right and the 

person has a cause of action for damages against a person who uses a name that is not 

distinguishable from the name to which the person has the exclusive right

Sec. 10.50.048. PROCEDURE FOR REGISTRATION OF COMPANY 

NAME. Registration of a name under AS 10.50.040 is made by filing with the 

department

(1) a signed application for registration setting out the name of the 

company, the state or territory urder the laws of which it is organized, the date of 

organization, a statement that it is conducting affairs, and a brief statement of its 

principal activities; and

(2) a certificate from an official of the state or territory where the 

company is organized who has custody of the records pertaining to limited liability

-3- CSSSHB 420( )
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companies slating that the company is in good standing under the laws of that state or 

territory, if the company is a foreign limited liability company.

Sec. 10.50.050. DURATION OF REGISTERED NAME. The registration of 

a name under AS 10.50.040 is effective until the close of the calendar year in whicn 

the application for registration is filed.

Sec. 10.50.053. RENEWAL OF REGISTERED NAME, (a) The registration 

of a name under AS 10.50.040 may be renewed each year by

(1) filing an application for renewal setting out the facts required in an 

original application for registration;

(2) filing a certificate of good standing required for an original 

registration; and

(3) paying a fee established by the department

(b) An application for renewal shall be filed between October 1 and December 

31 in each year. The renewal extends the registration for the following calendar- year.

Sec. 10.50.055. REGISTFRED OFFICE AND REGISTERED AGENT. A 

limited liability company shall continuously maintain in this state a registered agent 

and a registered office. The registered office may be the same as the office of the 

company. The registered agent may be either an individual resident of this state whose 

business office is the same as the registered office, or a domestic or foreign 

corporation authorized to transact business in this state whose business office is the 

same as the registered office.

Sec. 10.50.058. FILING LIST OF COMPANIES AND REGISTERED 

AGENTS WITH SUPERIOR COURT; UPDATING AND PUBLISHING. The 

department shall file with the superior court of each judicial district a list of the names 

of each limited liability company and each foreign limited liability company registered 

under this chaptei, and the name and address of the registered agents of the companies. 

The department shall provide a weekly update of the list indicating additions, deletions, 

and changes by mechanical or electronic means that can be reduced to legible written 

copy. Upon request, die department shall make available a copy of the list and weekly 

updates for a fee established by the department by regulation. The department shall 

publish an updated compilation of the entire list at least once each year.

WORK DRAFT WORK DRAFT WORK DRAFT
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Sec. 10.50.060. CHANGE OF REGISTERED OFFICE OR AGENT, (a) A 

limited liability company may change its registered office, agent, or both, by filing 

with the department a verified signed statement that includes

(1) the name of the company;

(2) the address of its registered office;

(3) the address of its new registered office if the registered office is to

be changed:

(4) the name of its registered agent;

(5) the name of its new registered agent, if the registered agent is to 

be changed; and

(6) a statement that the change is authorized by the company’s 

manager, or, if the company is not managed by a manager, by the members.

(b) If the department finds that the verified statement complies with this

chapter, the department shall file it in the department’s office. The change becomes 

effective when the statement is filed.

Sec. 10.50.063. CHANGE OR RESIGNATION OF REGISTERED AGENT,

(a) A registered agent of a limited liability company may change the location of the 

agent’s office from one address to another in this state. The agent may change the 

registered office for each company for which the person is acting as registered agent 

by filing in the department a statement setting out the name of the agent, the address 

of the agent’s office before change, the address to which the office is changed, and a 

list of companies for which the person is the registered agent. The statement shall be 

executed by the registered agent in the inti jal name of the agent or, if the agent 

is a corporation, it shall be executed and verified by its president or a vice-president 

The statement shall be delivered to the department and if the department finds that the 

statement complies with this chapter, the department shall file i t  The change becomes 

effective when the statement is filed.

(b) A registered agent may resign by filing a written notice and an exact copy 

of the notice with the department. The written notice of resignation must set out the 

latest address of the principal office of the company and the name, address, and title 

of the manager, or, if the company is managed by its members, the names and

WORK DRAFT WORK DRAFT WORK DRAFT
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addresses of the members of the company known by the agent The department shall 

immediately mail a copy of the notice to the company at its principal office. The 

resignation becomes effective 30 days after the filing of the written notice, unless the 

company sooner appoints a successor registered agent as provided in AS 10.50.060.

Sec. 10.50.065. SERVICE OF PROCESS ON COMPANY, (a) The registered 

agent of a limited liability company is an agent upon whom process, notice, or demand 

required or permitted by law to be served upon the company may be served.

(b) If a limited liability company tails to appoint or maintain a registered agent 

in this state, or if its registered agent cannot with reasonable diligence, be found at the 

registered office, the commissioner is an agent of the company upon whom the 

process, notice, or demand may be served. A person may serve the commissioner 

jnder this subsection by

(1) serving on the commissioner or the designee of the commissioner 

a copy of the process, notice, or demand, with any papers required by law to be 

delivered in connection with the service, and a fee established by the department by 

regulation;

(2) sending to the company being served by certified mail a notice that 

service has been made on the commissioner under this subsection and a copy of the 

process, notice, or demand and accompanying papers; notice to the company shall be 

sent to

(A) the address of the last registered office of the company as 

shown by the records on file in the department; and

(B) the address, the use of which the person initiating the 

proceedings knows or, on the basis of reasonable inquiry, has reason to believe 

is most likely to result in actual notice; and

(3) filing with the appropriate court or other body, as part of the return 

of service, the return receipt of mailing and an affidavit of the person initiating the 

proceedings that this section has been complied with.

(c) The commissioner shall keep a record of processes, notices, and demands 

served upon the commissioner under this section.

(d) This section does not affect the right to serve process, notice, or demand

WORK DRAFT WORK DRAFT WORK DRAFT
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required or permitted by law to be served upon a company in any other manner 

permitted.

ARTICLE 3. ORGANIZATION AND DURATION.

Sec. 10.50.070. ORGANIZERS. Two or more persons may organize a limited 

liability company by signing articles of organization and delivering the signed articles 

to the department for filing. A person who organizes a limited liability company may 

be a person who is not a member of the company when the company is organized or 

after the company is organized.

Sec. 10.50.075. CONTENTS OF ARTICLES OF ORGANIZATION. The 

articles of organization of a limited liability company must state

(1) the name of the company;

(2) the purpose for which the company is organized, which may be

stated to be, or to include, the transaction of any or all lawful business for which a

limited liability company may be organized under this chapter,

(3) the mailing address of the company’s registered office and the name 

and business, residence, or mailing address of the company’s registered agent;

(4) if an election has been made that the existence of the company will

continue until a certain date or event, a statement of the election and the date or event;

(5) if applicable, that the company will be managed by a manager,

(6) the limits or increases, including limits or increases placed on a 

class of members or on an individual member, of the members’ management rights, 

if the company is managed by the members and if the members’ management rights 

or duties are limited or increased; and

(7) any other provision for the regulation of the internal affairs of the 

company that is consistent with this chapter and the laws of this state if the persons 

organizing the company elect to include the provision in the articles of organization.

Sec. 10.50.080. EFFECTIVE DATE OF ORGANIZATION. A limired liability 

company is organized when the articles of organization for the company that conforms 

to the filing requirements of this chapter are delivered to the department for filing 

under AS 10.50.820 even if the department is not able at the time of delivery to make 

the determination required under AS 10.50.820(a) for filing.

-7- CSSSHB 420( )
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Sec. 10.50.085. ELECTION OF DURATION, (a) If an election to continue 

the existence of a limited liability company until a certain date or event is made and 

stated in the articles of organization, the company’s existence continues until the date 

or event unless the company is dissolved under AS 10.50.400 for a reason that can 

cause dissolution while the election is in effect

(b) An election under (a) of this section may not be revoked unless the 

election is revoked by the persons, if any, who are identified in the election at the time 

the election is made as having the power to revoke the election.

(c) An election under (a) of this section may expressly limit the membership 

tenninations that can cause dissolution under AS 10.50.400(3).

Sec. 10.50.090. CONCLUSIVE EVIDENCE OF COMPLIANCE. A copy of 

the articles of organization that is stamped "filed" and marked with the filing date is 

conclusive evidence that the organizers of the limited liability company have complied 

with all conditions precedent required to be performed by the organize s and that the 

company has been organized under this chapter.

Sec. 10.50.095. OPERATING AGREEMENT. The members of a limited 

liability company may adopt an operating agreement for the company and may amend 

and repeal the agreement The articles of organization may restrict or eliminate the 

power of the members to adopt, amend, or repeal an operating agreement

ARTICLE 4. AMENDMENT OF ARTICLES.

Sec. 10.50.100. AMENDMENT OF ARTICLES, (a) A limited liability 

company may amend its articles of organization in any respect if the articles as 

amended contain only the provisions that are required or permitted by this chapter to 

be included in the original articles of organization at the time of the amendment

(b) A limited liability company may amend its articles of organization by filing 

articles of amendment with the department. The articles of amendment must state the

(1) name of the company;

(2) date the articles of organization were filed; and

(3) amendment adopted by the company.

Sec. 10.50.105. RESTATEMENT OF ARTICLES. A limited liability 

company may restate its articles of organization at any time. The company shall file

,V ry  T r y r  Unde r! ir e d  ! DELATED TEXT BRACKETED]
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1 its restated articles with the department. The restated articles of organization must be

2 specifically designated as restated articles in the title to the restated articles and must

3 state, either in the title or in an introductory paragraph, the

4 (1) company’s present and, if the name is changed, all of the

5 company’s former names; and

6 (2) date of the filing of the company’s original articles of organization.

7 ARTICLE 5. MANAGEMENT.

8 Sec. 10.50.110. MANAGEMENT GENERALLY, (a) Except as otherwise

9 provided by the company’s articles of organization, the members of a limited liability

10 company manage the affairs and make the decisions of the company.

11 (b) If a limited liability company is managed by a manager, the manager has

12 the exclusive power to manage the affairs of the company to the extent authorized by

13 the operating agreement.

14 Sec. 10.50.115. APPOINTMENT, REMOVAL, AND REPLACEMENT OF

15 MANAGERS. Except as otherwise provided in an operating agreement of a limited

16 liability company, a manager of the company may not be appointed, removed, or

17 replaced, unless more than one-half of all of the members of the company authorize

18 the appointment, removal, or replacement.

19 Sec. 10.50.120. MANAGER ELIGIBILITY. Unless otherwise provided in an

20 operating agreement of the company, a manager of a limited liability company may

21 be a person who is not an individual or a member of the company. A company may

22 have more than one manager.

23 Sec. 10.50.125. TENURE OF MANAGER, (a) Unless otherwise provided in

24 an operating agreement of the company, a manager of a limited liability company

25 holds office until the manager’s successor is elected and qualified, unless the manager

26 resigns or is removed earlier.

27 (b) A manager of a limited liability company may resign by giving written

28 notice to the other managers, or, if there is only one manager for the company, to the

29 members of the company. The resignation is effective when the notice is given, unless

30 the notice specifies a later time for the effectiveness of the resignation. If the

31 resignation is effective at a future time, a successor may be selected to take office
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-9-
\ nw ~ c x z  U n d e r l i n e d  IDELETED TEXT BRACKETED]

CSSSHB 420( )



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAFT

when the resignation becomes effective.

Sec. 10.50.130. LIMITATION OF MEMBER FIDUCIARY DUTY. Unless 

otherwise provided in an operating agreement of the company, if a person is a member 

of a limited liability company that is managed by a manager and if the person is not 

a manager, the person does not have the Fiduciary duty of a manager to the company 

or to the other members of the company when the person acts solely in the capacity 

of a member.

Sec. 10.50.135. DUTY OF CARE, (a) A person who is a manager or a 

managing member of a limited liability company shall perform the duties of 

management in good faith, in a manner the person reasonably believes to be in the best 

interests of the company, and with the care, including reasonable inquiry, that an 

ordinarily prudent person in a like position would use under similar circumstances. 

Except as provided in (b) of this section, the person is entitled to rely on information, 

opinions, reports, or statements, including financial statements and othe~ financial data, 

in each case prepared or presented by

(1) an employee of the company whom the diiector reasonably believes 

to be reliable and competent in the matters presented; or

(2) counsel, public accountants, or other professionals or experts as to 

matters that the person reasonably believes to be within the professional’s or expen’s 

competence.

(b) A person is not acting in good faith under (a) of this section if the person 

has knowledge concerning the matter in question that makes reliance otherwise 

permitted by (a) of th:s section unwarranted.

Sec. 10.50.140. CONFLICTS OF INTEREST, (a) A contract or other 

transaction between a limited liability company and a manager or managing member 

of a limited liability company, or between a limited liability company and a limited 

liability company, foreign limited liability company, corporation, firm, or association 

in which a manager or managing member of the company has a material Financial 

interest, is not void or voidable because the manager or managing member or the other 

company, Firm, or association are parties or because the manager or managing member 

is present at the meeting that authorizes, approves, or ratifies the contract or

CSSSHB 420( ) -10-
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transaction, if the material facts as to the transaction and as to the interest of the 

manager or managing member are fully disclosed or known to the members and the 

contract or transaction is approved by the members in good faith, with the interested 

manager or managing member not bting enutled to vote.

(b) The fact that a manager or managing member of a limited liability 

company is a manager or managing member of another entity involved in the 

transaction does not alone constitute a material financial interest within the meaning 

of this section. A manager or managing member is not interested within the meaning 

of this section in a decision fixing the compensation of another manager or managing 

member as a manager or managing member of the company, notwithstanding the fact 

that the first manager or managing member is also receiving compensation from the 

company.

(c) A contract or other transaction between a manager or managing member 

and a limited liability company or association of which one or more managers or 

managing members of the company are managers or managing members is not void 

or voidable because the managers or managing members are present at the meeting that 

authorises, approves, or ratifies the contract or transaction, if the material facts of the 

transaction and the manager’s or managing member’s other management position are 

fully disclosed or known to the members and the members authorize, approve, or ratify 

the contract or transaction in good faith by a sufficient vote without counting the vote 

of the common manager or managing member or the contract or transaction is 

approved by the members in good faith. This subsection does not apply to contracts 

or transactions covered by (a) of this section.

(d) Interested or common managers or managing members may be counted in 

determining the presence of a quorum at a meeting that authorizes, approves, or ratifies 

a contract or transaction.

(e) Nothing in this section affects the prohibitions or restraints imposed by 

AS 45.50.562 - 45.50.596.

Sec. 10.50.145. LOANS TO MANAGERS, MANAGING MEMBERS, AND 

EMPLOYEES, (a) A loan may not be extended by a limited liability company to an 

employee without authorization by the company’s members. A loan may not be
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extended to a manager or a managing member of a limited liability company without 

the approval of two-thirds of the company’s members. An employee who is also a 

manager or managing member is considered a manager or managing member for 

purposes of this section. A member is not disqualified from voting on a loan to a 

member as a manager or managing member because of personal interest.

(b) A loan to a manager, managing member, or employee and a loan secured 

by the limited liability company interests of the company may not be made unless the 

loan would be permissiole as a distribution under AS 10.50.290 - 10.50.345. A loan 

under this subsection impairs the retained earnings or paid-in capital accounts .o the 

extent of the loan.

(c) For purposes of this section, a loan may consist of cash, securities, or 

personal or real property.

(d) If a limited liability company acts as a guarantor on a loan to a manager, 

managing member, or employee, th ' guarantee is treated as a loan under this section.

(e) A manager, managing member, or employee of an affiliated limited liability 

company is a manager, managing member, or employee of the lending company for 

purposes of this section.

(0 A loan is to be judged by the duties of managers and managing members 

to act in good faith in a manner reasonably believed to be in the best interests of the 

company and with the care, including reasonable inquiry, that an ordinarily prudent 

person in a like position would use under similar circumstances.

Sec. 10.50.148. INDEMNIFICATION OF MANAGERS, MANAGING 

MEMBERS, EMFLOYEES, AND AGENTS; INSURANCE, (a) A limited liability 

company may indemnify a person who was, is, or is threatened to be made a party to 

a completed, pending, or threatened action or proceeding, whether civil, criminal, 

administrative, or investigative, other than an action by or in the right of the company, 

by reason of the fact that the person is or was a manager, managing member, 

employee, or agent of the company, or is or was serving at the request of the company 

as a manager, managing member, employee, or agent of another limited liability 

company, partnership, joint venture, trust, or other enterprise. Indemnification may 

include reimbursement of expenses, attorney fees, judgments, fines, and amounts paid
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in settlement actually and reasonably incurred by the person in connection with the 

action or proceeding if the person acted in good faith and in a manner the person 

reasonably believed to be in or not opposed to the best interests of the company, and, 

with respect to a criminal action or proceeding, the person had no reasonable cause to 

believe the conduct was unlawful. The termination of an action or proceeding by 

judgment, order, settlement, conviction, or upon a plea of nolo contendere or its 

equivalent, does not create a presumption that the person did not act in good faith and 

in a manner which the person reasonably believed to be in or not opposed to the best 

interests of the company, and, with respect to a criminal action or proceeding, the 

person had reasonable cause to believe that the conduct was unlawful.

(b) A limited liability company may indemnify a person who was, is, or is 

threatened to be made a party to a completed, pending, or threatened action by or in 

the right of the company to procure a judgment in its favor by reason of the fact that 

the person is or was a manager, managing member, employee, or agent of the 

company, or is or was serving at the request of the company as a manager, managing 

member, employee, or agent of another limited liability company, partnership, joint 

venture, trust, or other enterprise. Indemnification may include reimbursement for 

expenses and attorney fees actually and reasonably incurred by the person in 

connection with the defense or settlement of the action if the person acted in good 

faith and in a manner the person reasonably believed to be in or not opposed to the 

best interests of the company. Indemnification may net be made in respect of any 

claim, issue, or matter as to which the person has been adjudged to be liable for 

negligence or misconduct in the performance of the person’s duty to the company 

except to the extent that the court in which the action was brought determines upon 

application that, despite the adjudication of liability, in view of all the circumstances 

of the case, the person is fairly and reasonably entitled to indemnity for expenses that 

the court considers proper.

(c) To the extent that a manager, managing member, employee, or agent of a 

limited liability company has been successful on the merits or otherwise in defense of 

an action or proceeding referred to in (a) or (b) of this section, or in defense of a 

claim, issue, or matter in the action or proceeding, the manager, managing member,
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employee, or agent shall be indemnified against expenses and attorney fees actually 

and reasonably incurred in connection with the defense.

(d) Unless otherwise ordered by a court, indemnification under (a) or (b) of 

this section may only be made by a company upon a determination that 

indemnification of the manager, managing member, employee, or agent is proper in 

the circumstances because the manager, managing member, employee, or agent has 

met the applicable standard of conduct set out in (a) and (b) of this section. The 

determination shall be made by

(1) the members by a majority vote of a quorum consisting of members 

who were not parties to the action or proceeding; or

(2) independent legal counsel in a written opinion if a quorum under

(1) of this subsection is

(A) not obtainable; or

(B) obtainable but a majority of disinterested members so

directs.

(e) The company may pay or reimburse the reasonable expenses incurred in 

defending a civil or criminal action or proceeding in advance of the final disposition 

ir. the manner provided in (d) of this section if

(1) in the case of a manager or managing member, the manager or 

managing member furnishes the company with a written affirmation of a good faith 

belief that the standard of conduct described in AS 10.50.135(a) has been met;

(2) the manager, managing member, employee, or agent furnishes the 

company a written unlimited general undertaking, executed personally or on oehalf of 

the individual, to repay the advance if it is ultimately determined that an applicable 

standard of conduct was not met; and

(3) a determination is made that the facts then known to those making 

the determination would not preclude indemnification under this chapter.

(f) The indemnification provided by this section is not exclusive of any other 

rights to which a person seeking indemnification may be entitled under a bylaw, 

agreement, vote of members or disinterested managers or managing members, or 

otherwise, both as to action in the official capacity of the person and as to action in
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another capacity while holding the office. The right to indemnification continues as 

to a person who has ceased to be a manager, managing member, employee, or agent, 

and inures to the benefit of the heirs, executors, and administrators of the person.

(g) A limited liability company may purchase and maintain insurance on behalf 

of a person who is or was a manager, managing member, employee, or agent of the 

company, or is or was serving at the request of the company as a manager, managing 

member, employee, or agent of another limited liability company, partnership, joint 

venture, trust, or other enterprise against any liability asserted against the person and 

incurred by the person in that capacity, or arising out of that status, whether or not die 

company has the power to indemnify the person against the liability under the 

provisions of this section.

Sec. 10.50.150. AUTHORIZATION OF COMPANY AFFAIRS, (a) Unless 

otherwise provided in an operating agreement of the company, the company’s articles 

of organization, or by this chapter, if the company is not managed by a manager, the 

consent of more than one-half of all of the members of a limited liability company is 

required to decide the affairs of the company.

(b) Unless otherwise provided in an operating agreement of the company or 

by this chapter, if an operating agreement of the company names more than one 

manager for the company, the consent of more than one-half of the number of 

managers of a limited liability company is required to decide the affairs of the 

company.

(c) Notwithstanding (a) and (b) of this section, and unless another level of 

member consent is required in an operating agreement of the company, the consent of 

two-thirds of the members of a limited liability company is required to

(1) amend the articles of organization;

(2) amend an operating agreement of the company; or

(3) authorize a manager or member to perform an act on behalf of the 

company that contravenes an operating agreement of the company, including an act 

that contravenes a provision of the operating agreement that expressly limits the 

purposes, affairs, or conduct of the affairs of the company.

(d) For the purposes of (c) of this section, the required level of consent
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established by an operating agreement may not be less than a majority of the members.

ARTICLE 6. ADMISSION AND WITHDRAWAL OF MEMBERS.

Sec. 10.50.155. ADMISSION OF MEMBERS. A person may become a 

member in a limited liability company if the person acquires a limited liability' 

company interest

(1) directly from the limited liability company

(A) in compliance with an operating agreement of the company;

or

(B) with the written consent of all of the members of the 

company if an operating agreement of the company does not provide for 

acquiring an interest direcdy from the company; or

(2) by assignment of the interest by a company member in compliance 

with AS 10.50.165.

Sec. 10.50.160. EFFECTIVE DATE OF ADMISSION. The effective date of 

the admission of a member to a limited liability company is the later of the date

(1) when the company is organized;

(2) established in an operating agreement of the company; or

(3) when the person’s admission is reflected in the records of the 

company if an operating agreement of the company does not establish an effective 

date.

Sec. 10.50.165. AUTHORIZATION FOR ASSIGNEE TO BECOME 

MEMBER, (a) Unless otherwise provided in an operating agreement of the company, 

an assignee of a limited liability company interest may not become a member unless 

all other members consent.

(b) An operating agreement of the company may specify the manner for 

evidencing the consent required by (a) of this section. If an operating agreement does 

not specify the manner for evidencing the consent, the consent is evidenced by a 

written instrument that is dated and signed by the members.

Sec. 10.50.170. RIGHTS, POWERS, AND LIABILITIES OF ASSIGNEE 

WHO BECOMES A MEMBER, (a) An assignee who becomes a member has, to the 

extent assigned, the rights and powers of a member under the articles of organization,
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