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APPENDIX

§ 43D. Insurance or financial responsibility of registered limited liability 

partnerships.

(a) A registered limited liability partnership shall carry at least $ [insert 

amount] of liability insurance, beyond the amount of any applicable deductible, of a 

kind that is designed to cover the kinds of omissions, negligence, wrongful acts, 

misconduct, and malpractice for which liability is limited by paragraph (2) of section 

15, and which insures the partnership and its partners.

(b) If a registered limited liability partnership is in compliance with the 

requirements of paragraph (a) of this section, the requirements of this section shall not 

be admissible or in any way be made known to a jury in determining an issue of 

liability for or extent of the debt or obligation or damages in question.

(c) A registered limited liability partnership is considered to be in 

compliance with paragraph (a) of this section if the partnership provides $ [insert 

amount] of funds specifically designated and segregated for the satisfaction of 

judgments against the partnership or its partners based on the kinds of omissions, 

negligence, wrongful acts, misconduct, and malpractice for which liability is limited by 

paragraph (2) of section 15 by:

(i) deposit in trust or in bank escrow of cash, bank certificates of

deposit, or United States Treasury obligations; or

(ii) a bank letter of credit or insurance company bond.
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C hanges to C S S S H B  420 ve rs io n  K

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 limited 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 "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 this entire subsection at lines 21 through 23
of page 7, to 10.50.110. Renumbered subsection (7) as subsection 
(6). Modified 10.50.110(a) by substituting the identical subsection
from the sponsor substitute (the J version). In other words, lines 8
through 10 of page 9 of the K version were replaced by lines 12
through 18 on page 7 of the J version.

Change made to maintain the flexible operating approach 
for Alaska LLC's.

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 larifica tion .

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 section at lines 24 through 26
of page 11 and changed "(e)" to "(d)".

Conforms to LLC structure.
9. 10.50.145(a). Deleted "company’s 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 deieted lines 9 through 15 of page 14.

Conforms to LLC stiucture.

11. 10.50.148(f). Inserted V  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.

C la rifica tion .

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 will 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 rifica tion .

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 for retaining 
the provisions.



15. 10.50.485. Added "provided that the member's interest has not 
been terminated" to the end of line 21 on page 29.

Change was suggested to reconcile 10.50.210 and 10.50.385.

16. 10.50.275. Deleted the K version of this section and replaced it 
with 10.50.275 from the J version, with a slight modification to 
dea’ with promissory notes. (Deleted line 31 of page 21 and lines 1 
thrc.igh 5 of page 22 from the K version and replaced with lines 12 
through 14 from page 16 of the J version.)

It was decided the earlier version, rather than the 
corporate version, was more applicable to 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.

Clarifies that a limited liability company must hoid title 
in its own name and not in the name of its members.

18. 10.50.600(a). Deleted "and the liability and authority of its
managers and members" from lines 26 and 27 on page 38.

Clean-up amendment.

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.

Modifies corporate code to conform with LLC structure.

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 for 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 subsection (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). Replaced "or a foreign limited liability company" 
with "formed in this state." in line 25 at page 46. Deleted 
“incorporation or authorization to transact 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 to conform to LLC structure.

24. 1 0.50.305. 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 exactly the same as the alternate language on 
pages 42 and 43 of the prototype act, excluding subsection (d).

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. Deleted 10.50.325 at lines 5 through 10 on page 26.

Language replaced with prototype act.

27. Added a new 10.50.450. This new section should be drawn from 
the October 21, 1992, Monagle draft 8315t

Adds enforcement provisions for the reporting requirements.

28. Added a new 10.50.730 and 10.50.740. This language should be 
drawn from the October 21, 1992 Monagle draft 8315t.

Adds enforcement provisions for the reporting requirements.
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Forming as a Limited Liability Company Offers Best of Both Worlds
By Jeffrey A. Tannczdaum

Sto//R.porlfro/Tiir.WAU.STnrrr Journal
Robert II. Kane's start-up enterprise Is 

a mouthful: Octagon Communications 
Limited Liability Co.

The name doesn't exactly have a ring lo 
It. It's rather awkward on stationery and 
business cards. It even tails to convey Ihe 
company's Intended business: Investments 
In rural cellular-telephone companies.

But loud and clear. Ihe name conveys 
something else: a new lorrn ol ownership 
that Mr. Kane and his seven partners ex­
pect will serve them well. Their enter- 
p rlse -to  be based In Denver-ts neither a 
traditional partnership nor a traditional 
corporation. Rather, under Colorado law, It 
Is a "lltnlied liability company," o r LLC. 
Growing in terest'

Mr. Kane and Ills partners expect to en­
joy the best of both worlds: Ihe lax advan­
tages ol a partnership and the legal safe­
guards o l a corporation. Yet they lace 
none ol Ihe drawbacks associated with 
forming a so-called subchapter-S corpora­
tion. which also Is (axed much like a part­
nership. For example. S corporations can'l 
have corporate shareholders, but LLCs 
can. " I I  some corporation ever wants to oi­
le r me Jllllons of dollars for my Interest. 
I'll be able lo sell It ." Mr. Kane says.

Not yet worth Jllllons. Octagon doesn't 
even have a r ottice. But It Is in the fore­
front of a movement toward the LLC as a 
form of ownership tor small U.S. busi­
nesses and joint ventures. "Interest in Ihe 
LLC concept Is growing remarkably last." 
says John R. Maxfield. a Denver lawyer 
who helped write the LLC law there.

Fast, m.yway. by the slow-paced stan­
dards o l lawmaklng.-In 1977. Wyoming be­
came the first state to authorize LLCs, but 
It took until 198S (or the Internal Revenue 
Service to conlirm that Ihe new Wyoming 
entitles would be treated as partnerships 
tor tederal tax purposes.

To dale, only live other slales-Colo- 
rado, Florida, Kansas. Virginia and, most 
recently, U lah -have followed Wyoming In 
authorizing their own LLCs, according lo 
an American Bar Association survey. But 
lawyers In many other states report grow­
ing Interest because ot (he IRS ruling. Two 
ABA panels are studying Ihe topic, as is 
the National Conference o l Commissioners 
on Uniform State Laws, a group allied with 
the ABA. Meantime, moves are atoot to In­
troduce L IjC statutes In Arizona, Illinois. 
Maryland, Michigan. Nevada, Ohio, Okla­
homa and Texas. Ihe ABA survey fdund.

"I'm  stunned by the amount of excite­
ment generated by these entities," says 
Barbara C. -Spudls, a Chicago attorney and 
the head o l one ABA panel on LLCs. 
F lex ib ility  o f a P artnership

One appeal of LLCs Is that, as with 
partnerships; any Income Bows through 
untaxed to Ihe Individual owners. Such 
owners don't avoid personal laxes. but 
they do avoid corporate taxes. Regular 
corporations face higher maximum taxes 
In Ihe first place. And II l lu  corporations 
pay dividends, owners are taxed again.

Of course, S corporations avoid double 
tax.atlon-bul they don't enjoy all the ad­
vantages ot partnerships when It comes to 
Juggling Income and deductions. For ex­
ample, the 207c-owner ot an S corporation

normally must pay taxes on 207<- of any In­
come. By contrast, partnership members 
are tree to divvy up any Income and lax 
liability as they see lit. Thus, equal part­
ners might change the allocations ot protlt 
or loss year to year to (It their Individual 
tax needs. LLCs otter the same freedom.

With LI.Cs, as wllli regular corpora­
tions. only Ihe company's assets, and not 
Ihe owners' personal assets, arc at risk In 
business-related lawsuits. In partnerships, 
so called limited partners enjoy such pro­
tection. but general partners don't. And 
limited partners fpce restrictions on how 
active they can be In the business. LLCs 
are designed lo protect all partners while 
imposing 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 I.LC 
usually costs 91.000 to $5,000 In attorney 
and filing lees, depending on complexity, 
says Mr, Maxlield. Ihe Denver lawyer.

But some stale programs have draw­
backs. Florida LLCs are exempt Irotn fed­
eral corporate laxes but subject to the 
state's 5.57c corporate-lncome tax..Since 
Florida has no personal Income lax affect­
ing partnership Income, "that 5.57c Is 
enough to scare people o ff,"  says Jose M. 
Sarlego, a Miami lawyer.

Moreover. Ihe IRS has yel lo 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 states without LLC 
laws. Ot Ihe states without LLCs, Indiana 
alone explicitly recognizes LLCs organized • 
elsewhere. "There has been no litigation 
on LLCs." says Robert R . Keatinge, a Col­
orado lawyer who heads the olher ABA 
panel on LLCs. "And nobody wants to be 
the test case."
Benefit fo r Foreigners 

Still, proponents say the LLC raises lit­
tle risk lo r enterprises operating only In 
their home stale or outside the U.S. And 
It's Ideal for foreign Investors-normally 
barred trom S corporations.

fXCs don't limit Ihe number or type 
ot owners, as S corporations do. except tor 
a two-owner minimum. Bui because ot 
olher 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. " I I  you have 205 members. It's hard to 
gel everybody (o sign o il on anything," ...
Mr. Keatinge says. .
\ But even closely held companies face i .*

uncertainties on a number ot technical and 
procedural Issues, such as whether the 
conversion of a partnership Into an LLC 
amounts to a "termination" under tax law, 
which might Increase tax liability. IRS rul­
ings are still awaited. In Ihe meantime, 
warns Ms. Spudis, the Chicago lawyer, 
many LLC investors are entering un­
charted territory.
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Draft - DOR 
07/30/93

CORPORATION NET INCOME TAXATION OF 
SUBCHAPTER S AND LIM ITED LIABILITY  

CO M PANIES-DRAFT LEGISLATION

AS 43.20.031 is amended by adding a new subsection to read:
(j) In computing the tax under this chapter, a limited liability company pursuani 

to state law that is classified for tax purposes as a partnership under 26 U.S.C. 7701 
(Internal Revenue Code) and a S Corporation pursuant to 26 U.S.C. 1361 -- 1379 
(Internal Revenue Code), as amended, shall determine its taxable income, and pay 
the tax due under this chapter at the same time and in the same manner, as a 
corporation that is not classified for federal tax purposes as a partnership or that is not 
a S Corporation.

AS 43.20.340(2) is amended to read:
(2) "corporation" includes an association, joint-stock company, l imited l iabi lity 

company, and an insurance company.
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STATE OF ALASKA
1994 LEGISLATIVE SESSION « *

FISCAL NOTE
BILL NO. SB 347

Revision Date:_________________________
Title: An Act relating to limited liability companies

Department Affected: Commerce and Economic Development 
BRU: Banking, Securities and Corporations____________ _
Component:

Sponsor: Senate Judiciary
Requestor: Senate Labor & Commerce COMPONENT SERIAL NO, 1233

Expenditures/Revenues:
OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES

CHANGE IN REVENUES( ) j

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

Estimate of current year (FY 94) cost: $ _0_ 
POSITIONS
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Prepared by: Willis F. Kirkpatrick. Director ,C l  / ! '/ ,•  
Division: Banking, Securities and Corporations,

Phone: 465-2521 
Date:

Approved by Commissioner Paul Fuhs
Agency: Commerce and Economic Development Date:
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F I S C A L  N O T E
STATE OF ALASKA
1994 LEGISLATIVE SESSION

Dopt. Affected: Alaska Court System
BRU. T ria l C o n n s __________

Components: ______________

Revision Dale; 
Title: An Act relating to limited liability

companies
Ju d ic ia ryS p o n s o r:

Ren’JOElor: COMPONENT SERIAL NO. 768

(Thousands of Dollars)EXPENDITURES/REVENUES
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

(T h o u s a n d s  o f D o lla rs )FUND SOURCE
1002 Federal Receipis
1003 GF Match 
10C4GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
TOTAL

POSITIONS
FULL-TiME
PART-TIME
TEMPORARY

NoneEstimate of current year (FY 94) cost: S

ANALYSIS: (Attacfi a separate page if necessary) 
No fiscal impact.

C. S. Christensen III, Staff CounselPrepared by: 
Agency:

Phone
Date:Alaska Court System 03/21/94

Arthur H. Snowden, II, Administrative DirectorApproved by; 
Agency: 03/21/94Alaska Court System
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Revision Date:

Title:

STATE OF ALASKA BILL NO. CSSB 347 (LGC)

Limited Liability Companies

Dept. Affected: Revenue

'BRU:

Component:

Revenue Operations

Income and Excise Audit

Sponsor:

Requestor:

(S) JUD

(S) L&C

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

113

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SOURCE: General (5.5 - 2,975.0) (22.0-11,900.0) (33.L 850.0) (44.0-23,800.0) (55.0-29,750.0) (66.0-35,700.0)

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Proqram Receipts

1006 GF/MHTIA

Olher

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate o f current year (FY94) impact: S 0.0

ANALYSIS: (Attach a separate page if necessary.) 

SEE ATTACHED

Prepared by: 

Division: 

Approved by ( 

Agency:

Larry E. Meyers

Income and Excise AudtHOIvTSfon 0  (\ S )
Darrel J. Rexwinkel ̂ 7 , -J.U

_  .  . .  .  . _

Department of Revenue
— ^ ------ t t *------ \

Phone: 465-2320

Date: April 7. 1994

Date: April 7. 1994

PREPARER TO PROVIDE A LL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further d is tribu tion  inform ation call the G overnor's Legislative Office

(Rov 11/93) 94liscal nte/lal Page 1 of 2

ipb.94itscoi me



CSSB 347 (L&C)
Limited Liability Companies 
April 7, 1994 
Page 2 of 3

Overview

Limited liability companies (LLC) are hybrid entities possessing corporate and partnership 
attributes. Under existing Alaska law, coiporations pay an income tax while partnerships do 
not. This legislation does not address how the LLCs will be taxed for state purposes. Of 36 
states which have enacted LLC legislation, the vast majority have adopted federal Internal 
Revenue Code (IRC) provisions which classify LLCs as partnerships. Without a further 
clarification in this bill, Alaska would similarly follow with partnership classification pursuant to 
AS 43.20.021 which incorporates IRC provisions by reference, including definitions of 
corporations and partnerships.

If LLCs are determined to be partnerships they will join another group of tax return filers, 
namely subchapter S corporations that generally do not pay tax at the corporation level. 
Instead, the income is passed through to the recipient level which are often times individuals.
It is anticipated that numerous existing corporations will migrate toward becoming LLCs and 
that new business ventures will initially register as LLCs to escape liability for state corporation 
net income tax.

The impact of LLCs on state revenues in the other 36 states that have enacted similar 
legislation remains unclear. LLCs are relatively recent entities (they have become an 
available form of business organization in a majority of states only within the past year), and 
states have developed little specific experience within the past year. Those states that have 
projected revenues to remain neutral or increase are relying on individual income taxes and 
fees from increased business filings. Alaska has no similar tax base. Other states have 
projected losses on an annual basis including California ($50 million), New York (S70 million) 
and Minnesota ($2 million).

All but two of the states that have enacted LLC legislation have a state individual income tax 
which insures that taxes are not avoided by choosing LLC status. The two states, Florida and 
Texas, which like Alaska, have no individual income tax have classified LLCs as corporations 
for tax purposes. This follows the similar trend seen with subchapter S corporations where 
states with no individual income tax have closed the tax loophole.

Operating Costs

Department of Revenue does not anticipate that this bill will affect its operating budget. The 
status of the corporation, whether a regular corporation or LLC, will not affect their corporation 
tax filing requirement with the Department. Although LLCs will not incur a corporaion net 
income tax, they will be required to file returns.

Ipb:c5sb347.lic



CSSB 347 (L&C) 
April 7, 1994 
Page 3 of 3

Revenue
Over the past 3 years, Department of Commerce and Economic Development has 
experienced an average of 1100 new corporations registered each year.

For calendar year 1992 tax filing period, Department of Revenue received 3000 corporation 
net income tax returns indicating a tax liability owed. Total revenue collected from the returns 
amounted to $32,455,000 or an overall average of $10,818 per taxpayer. Of the returns filed, 
1800 had a tax liability of less than $500 per return. This group averaged $100 per 
corporation in tax liability.

If 10% (or 110) of new c rporations registered as LLCs, the potential loss in tax revenue 
would be a range of from $11,000 (110 X $100) to $1,189,980 (110 X $10,818) per year. 
Subsequent years would experience the cumulative effect of corporations registered as LLCs 
in prior years.

Although it is not known how many corporations will register as LLCs, Department of Revenue 
estimates that between 10% and 50% of corporations may be affected. Following are tables 
which reflect impact on revenue under low and high range scenarios.

Effect of Filers 
From:

Fiscal Year Revenue Impact (10% of Corporations Register as LLC)

FY 95* FY 96 FY 97 FY 98 FY99 FY 00

FY 95 (5.5 - 595.0) (11.0 - 1,190.0) (11.0-1,190.0) (11.0-1,190.0) (11.0- 1,190.0) (11.0-1,190.0)

FY 96 (11.0- 1,190.0) (11.0 - 1,190.0) (11.0 - 1,190.0) (11.0 - 1,190.0) (11.0 - 1,190.0)

FY 97 (11.0 - 1,190.0) (11.0 - 1,190.0) (11.0-1,190.0) (11.0- 1,190.0)

FY 98 (11.0- 1,190.0) (11.0 - 1,190.0) (11.0-1,190.0)

FY 99 (11.0 - 1,190.0) (11.0 - 1,190.0)

FY 00 (11.0 - 1,190.0)

Total (5.5 • 595,0) (22.0 - 2,300.0) (33.0-3,570.0) (44.0 - 4,760.0) (55.0 • 5,950.0) (66.0-7,140.0)

Effect of Filers 
From:

Fiscal Year Revenue Impact (50% of Corporations Register as LLC)

FY 95* FY 96 FY 97 FY 98 FY99 FY 00

FY 95 (27.5 - 2,975.0) (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0)

FY 96 (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0)

FY 97 (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0)

FY 98 (55.0 - 5,950.0) (55.0 - 5,950.0) (55.0 - 5,950.0)

FY 99 (55.0 - 5,950.0) (55.0 - 5,950.0)

FY 00 (55.0 - 5,950.0)

Total (27.5 - 2,975.0) (110.0 - 11,900.0) (165.0 - 17,850.0) (220.0 - 23,800,0) (275.0-29,750.0) (330.0-35,700.0)

* Since this bill doesn't become effective until January 1, 1995, Department of Revenue will only receive half of a year's revenue 
(from estimated payments through June 30, 1995) for FV 95.
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LE G IS LA T IV E  A FFA IR S AG ENC Y 
ST A T E  OF A L/  .SKA

DIVISION OF LEGAL SERVICES

(907) -165-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

130 Seward Street, Suite 409

Juneau, A la ska  99801-2105

M E M O R A N D U M March 16. 1994

SUBJECT: Sectional summary of SB 343

TO: Senator Tim Kelly
Chair, Senate Labor & Commerce Committee 
Attn: Josh

FROM: Theresa L. Bannister s/O  
Legislative Counsel

You have requested a sectional summary of the above-describeu bill. As a 
preliminary matter, note that a sectional summary of a bill should not be considered 
an authoritative interpretation of the bill and the bill itself is the best statement of 
its contents.

You have asked that this actional identify the corrections that I suggested for the 
bill. In Sec. 32.05.500, the caption for the section should read "registration allowed" 
rather than "registration required" since a limited liability partnership is not required 
to register under that section. In secs. 32.05.540 and 32.05.580, the references to 
"application" should be replaced by "document." In sec. 32.05.590, "of1 should be 
deleted.

Section 1. Declares that a partnership includes a registered limited liability 
partnership.

Section 2. Makes the liability provisions in AS 32.05.100 subject to an exception for 
the partners of registered limited liability partnerships.

Section 3. Establishes two new liability provisions that cover the partners of registered 
limited liability partnerships.

Sec. 32.05.100(b) states that a partner in a registered limited liability partnership is 
not liable for the obligations of the partnership that arise from the acts of another 
partner, an employee, or an agent of the partnership in the course of the partnership 
business.



Sec. 32.05.100(c) states that the liability limitation in (b) doesn’t affect the liability of 
a partner for the partner’s own acts or for the acts of a person under the partner’s 
direct supervision and control.

Section 4. Makes a change to implement the new provisions limiting the liability of 
the partners of registered limited liability partnerships.

Section 5. Makes a change to implement the new provisions limiting the liability of 
the partners of registered limited liability partnerships.

Section 6. Makes a change to conform the section to the new provisions limiting the 
liability of ‘‘v-*. partners of registered limited liability partnerships.

Section 7. Changes the provisions for settling accounts between partners following 
dissolution to maxe the section compatible with the new provisions limiting the 
liability of the partners of registered limited liability partnerships.

Section 8. Declares that a partnership from this state may operate in another 
jurisdiction. States that the intent of the chapter is that the legal existence of a 
partnership from this state be recognized outside this state and receive the protection 
of the U.S. Constitution’s full faith and credit provision, subject to another state 
requiring the partnership to register in that state. States that the liability of the 
partners of partnerships from this state is to be determined under the laws of this 
state. Defines "partnership" for the section.

Section 9. Adds two new definitions to AS 32.05.

Section 10. Adds new provisions to AS 32.05. These sections relate to limited liability 
partnerships.

Sec. 32.05.500 allows a partnership that is formed and operating under an agreement 
governed by this chapter to register as a registered limited liability partnership. To 
register, the partnership must file a registration document with the Department of 
Commerce and Economic Development.

Sec. 32.05.510 establishes what the registration document must contain and allows the 
partnership to include other information.

Sec. 32.05.520 states that registration is effective immediately and that the registration 
remains effective until the partnership withdraws voluntarily or fails to file a specific 
report within a specific time.

Sec. 32.05.530 requires a registered limited liability partnership to file an annual 
report with the department. Establishes wi at is to be in the report and when the

Senator Tim Kelly
March 16, 1994 .
Page 2



report is to be filed. Directs the department to notify a partnership if the department 
does not receive the report within the filing period.

Sec. 32.05.540 establishes who can execute the registration document.

Sec. 32.05.550 requires a registered limited liability partnership to maintain in this 
state a registered office and an agent for the service of process.

Sec. 32.05.560 establishes what the name of a registered limited liability partnership 
must contain.

Sec. 32.05.570 allows a registered limited liability partnership to withdraw its 
registration by filing a signed written withdrawal notice with the department.

Sec. 32.05.580 states that the registration status of a registered limited liability 
partnership is not affected by errors in the information provided in the registration 
document or by subsequent changes in the information.

Sec. 32.05.590 authorizes the department to provide forms for registration and for 
filing the annual report.

Sec. 32.05.600 relates to "foreign" limited liability partnerships, partnerships that ate 
formed under an agreement governed by the laws of another jurisdiction, that 
conduct business in this state. Authorizes them to conduct business in this state. The 
conduct of their business is subject to other statutes that may apply to or regulate 
them. Indicates that they are not required to register with the department under this 
chapter. States what their names must contain. States that their internal affairs are 
governed by the laws of the state where they are formed as limited liability 
partnerships. Defines "foreign limited liability partnership" for the section.

Sec. 32.05.610 declares that a partner in a registered limited liability partnership is 
not a proper party to a proceeding by or against the partnership under certain 
conditions.

Section 11. States how sec. 32.05.610 amends Alaska Rules of Civil Procedure 20 and 
24.

Section 12. Gives the bill an effective date of July 1, 1994.

If I may be of further assistance, please advise.

TLB:pl 
94-21 l.pim

Senator Tim Kelly
March 16, 1994
Page 3
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MEMORANDUM March 16, 1994

Subject: Sectional summary of SB 348

To: Senator Tim Kelly
Attn: Josh Fink

From: Rodney Lind
Alaska Society of CPA's Legislative Committee

You have requested a sectional summary of the above-described bill from the State Society. 
Following is our interpretation, which should not be considered an authoritative interpretation of 
the bill as CPA's can not practice law in the State of Alaska.

OVERVIEW

This bill provides for the registration of limited liability partnerships. A limited liability 
partnership (LLP) is a general partnership with one change- a partner in a limited liability 
partnership would not be held liable for the unsatisfied debts and obligations of the partnership 
arising fSftn the negligence, wrongful acts or misconduct of other partners or other persons not 
under that partner's direct supervision and control. The partners continue to be personally liable 
for their own acts and omissions and the acts and omissions of persons over whom they have 
control. The partners may also continue to bo liable for the debts and obligations of the 
partnership. The capital of a partnership with an LLP designation, as well as all of its other assets 
and insurance, continue to be at risk for all claims to the extent that they would be at risk if the 
partnership was not a limited liability partnership

Section 1. Adds a "registered limited liability partnership" to the definition of a partnership as 
defined in Sec. 32.05.010(a).

Section 2. Sec. 32.05.100 refers to the following section which modifies joint and several
liability for limited liability partnership partners.

Section 3. Adds subsections (b) and (c) to Sec. 32.05,100. Subsection (kj provides that a
partner in a registered limited liability partnership is not liable for the claims for negligence, 
wrongful acts, wrongful omissions, malpractice or misconduct committed by another partner or 
employees of the partnership. Subsection (c) provides that the limited liability in (\p) does not 
apply to the partner who committed such acts or to partners who directly supervise and control 
persons who performed such acts.

Section 4. Modifies Sec. 32.05.130 (1) to provide that a partner is not required to contribute
capital to a limited liability partnership to pay for liabilities he or she is not liable for under Section 
3 above.



Section 5. Adds See. 32.05.290 (3) to provide that a partner is not liable to his or her
copartners for liabilities he or she is not liable tor as discussed in Section 3.

Section 6. Modifies Sec 32.05.310 (d) to say that the property o f a deceased partner is 
subject only to liabilities that the partner would be liable for under Section 3.

Section 7. Sec. 32.05.350 is modified to provide that upon dissolution of a partnership, a
partner is not liable for partnership debts for which the partner is not liable under Section 3.

Section 8. Adds Sec. 32.05.405 to provide for Alaska limited liability partnerships the ability
to do business outside of .Alaska and to be governed by the laws o f Alaska.

Section 9. Adds paragraphs (7) and (8) to Sec. 32.05.420 to indicate that the term 
partnership includes registered limited liability partnership as defined in Sections 32.05.500- 
32.05.600.

Section 10. Adds to See. 32.05 new sections .500 through .CIO which define and provide for 
the operations o f registered limited liability partnerships.

Sec. 32.05.500 provides for the registration o f limited liability partnerships farmed 
under these sections.

Sec. 32.05.510 provides for the contents o f  the registration document.

Sec. 32.05.520 provides for the effective date and duration o f  the registration.
The registration is effective immediately upon filing and is good until withdrawn or until the 
annual registration is late.

Sec. 32.05.530 provides for the filing o f an annual report to indicate any material 
changes from the previous registration document.

Sec. 32,05.540 provides that an authorized partner may file the registration
document.

Sec. 32.05.550 provides that the limited liability partnership shall maintain a 
registered office and agent in Alaska.

Sec. 32.05.560 provides that a limited liability partnership's name must contain the 
word "Limited Liability Partnership", or the abbreviation "L.L.P." or "LLP".

Sec. 32.05.570 provides for a voluntary withdrawal o f  the registration by the
partnership.



See. 32.05.580 provides that errors in the registration document, annual report, or 
post tiling changes in the information contained therein, do not affect 'he limited liability 
partnership status.

Sec. 32.05.590 provides that the State may provide forms for registration and the
annual report.

Sec. 32.05.600 defines a foreign limited liability partnership as a partnership 
formed under the limited liability partnership provisions o f another jurisdiction. This section 
authorizes the foreign LLP to do business in .Alaska and have its internal affairs governed by its 
home jurisdiction. The foreign LLP must use the same descriptions in its name as an Alaska LLP.

Section 32,05.610 provides that a partner in a limited liability partnership is not a 
proper party in action if the action seeks to impose liaoility of the type for which the partner is not 
liable under Section 3.

Section 11. Amends Alaska Rule of Civil Procedure 20 and 24 to provide for the change o f 
See. 32.05.610.

Section 12. Provides for an effective date o f July 1, 1994.
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March 16, 1994

Senator Tim Kelly 
Alaska State Capitol 
Juneau, AK 99801-1182

Re: Limited Liability Partnerships

Dear Senator Kelly:

On February 17, 1994 the Board of the Alaska Society of Certified 
Public Accountants unanimously voted to endorse the introduction 
of legislation allowing businesses to form and operate as a 
Limited Liability Partnership in the State of Alaska.

The Board also agreed to support the Limited Liability Company 
legislation that has been introduced.

The membership of the Alaska Society of Certified Public 
Accountants is State wide. The Board is representative ot the 
membership.

In order for the State of Alaska to continue to grow through new 
commerce, it is important that there is flexibility in the type 
of entity a business can form. The State should be able to offer 
the same type of entities as any other state offers.

We look forward to the passage of these laws in a swift and 
expedient manner. Businesses that want to operate as a Limited 
Liability Partnership or Company may not wait for the 
legislature, and will seek an operating "home" in some other 
st ate .

Very truly yours,

William D. Arnold 
President



.A

P e a t  M a r w i c k

Certified Public Accountants

601 West Filth Avenue 
Suite 7(10
Archorjige. AK 99501-2258

Telephone 907 276 7401 Telefax 907 274 4953

a rc h  2 1 , 1 9 9 4

VIA FAX: 465-3756

s i i a to r  Tim Kelly 
Alaska Slate Legisla 
State Capitol 
Juneau, .Alaska 99S(j>l

ure

Dear Senator Kelly:

Li nited liability com 
of limited liability co 
simplified business o

M

janies combine many o f  the features o f  corporations and partnerships. Use 
lipanies by Alaska businessmen will provide tax advantages and a 
jerating system. Please support this legislation.

Very truly yours,

KPMG PEAT MARWICK

MTchael E Stone 
Managing Partner

ES amo

Morrc*' F yn ol
KVt.^kJ Peal w  Gcv<<3v*c'
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Re: S e n a t e  B i l l  348

Craig Ingham
Mt. M c K i n l e y  M u t u a l  Savings B a n k  
P.O. B o x  7 3 8 8 0  
Fairbanks, Alaska 9 9 707

March

/

D e a r  Mr, Ingham:

Alaska, li k e  51 o t h e r  A m e r i c a n  jurisdictions*, h a s  a d o p t e d  
t h e  U n i f o r m 1 P a r t n e r s h i p  A c t  (&S 32.,05). T h a t  s t a t u t e  c o d i f i e s  the 
long e s t a b l i s h e d  r u l e  that g e n a r  il p a r t n e r s  a r e  p e r s o n a l l y  l i a b l e  
f o r  d e b t s  and o b l i g a t i o n s  o f  th*. p a r t n e r s h i p .  T h e  a b o v e  b i l l  
w o u l d  a m e n d  t h a t  s t a t u t e  by  e n a b l i n g  p a r t n e r s  t o  l i m i t  t h e i r  
p e r s o n a l  l i a b i l i t y  for p a r t n e r s h i p  O b l i g a t i o n s .  I o f f e r  the 
f o l l o w i n g  comments: , J

1. It m a y  be  t h a t  I a m  s i m p l y  h i d e b o u n d ,  b u t  it s t r i k e *  
me  t h a t  a n y  s u c h  l i m i t a t i o n  is f u n d a m e n t a l l y  i n c o n s i s t e n t  w i t h  the 
n a t u r e  o f  g e n e r a l  p a r t n ership. The: N a t i o n a l  C o n f e r e n c e  of  
Commissions! on  U n i f o r m  S tate Laws, w h i c h  s p o n s o r s  a n d  m o n i t o r s  
d e v e l o p m e n t s  u n d e r  t h e  U n i f o r m  P a r t n e r s h i p  Act, h a s  n o t  e n d o r s e d  
—  as  f a r  as I c a n  determine, i t  h a a  n o t  e v e n  c o n s i d e r e d  —  a n y  
s o r t  o f  q u a l i f i c a t i o n  or l i m i t a t i o n  t o  t h e  r u l e  o f  p a r t n e r  
l i a b i l i t y ,  j In  1992 the C o n f e r e n c e  a p p r o v e d  a R e v i s e d  U n i f o r m  
Partnerships A c t  t h a t  r e t a i n s  t h e  r u l e  t h a t  "All p a r t n e r s  a r e  
l i a b l e  j o i n t l y  a n d  s e v e r a l l y  f o r  all o b l i g a t i o n s  of t h e  
partnership; u n l e s s  o t h e r w i s e  a g r e e d  b y  t h e  c l a i m a n t  or  p r o v i d e d ^ b y  
l a w . ” (RUPA $306) T h e  /revised act: w o u l d  m i t i g a t e  t h e  r u l e  b y  
r e q u i r i n g  ai c r e d i t o r  t o  r e s o r t  f i r s t  t o  p a r t n e r s h i p  a s s e t s /  o n l y  
if p a r t n e r s h i p  a s s e t s  a r e  exhausted: w o u l d  the c r e d i t o r  b e  a l l o w e d  
t o  s o a k  r e c o v e r y  f r o m  partn e r s '  asse t s .  R U P A  $307

2. , T h e  s c o p e  of t h e  l i m i t a t i o n  t h e  b i l l  w o u l d  a l l o w  is  
n o t  clear, b u t  it a p p e a r s  t o  b e  v e r y  broad-. I t  w o u l d  s e e m  t o  
i n r u i a t e  a b a n n e r  t r o a all l i a b i l i t i e s  o f  th* p a r t n e r s h i p



F.sae u 
Craia inch;- 
M a r c h  j o . i .  .

-—  "w h e t h e r  xn tort, in contract, or undor a n y  o t h e r  t h e o r y "  — - 
u n l e s s  the p a r t n e r s h i p ' s  l i a b i l i t y  a rose from the p a r t n e r ' s  o w n  
w ro n g - d o i n g .  If p a r t n e r  A  causes th® firm to sell s h o d d y  g o o d s  or 
s e r v i c e s  to a c u s t o m e r ,  p a r t n e r s  B-Z, w h o  w i l l  p a r t i c i p a t e  in the 
b e n e f i t s  of the t r a n s a c t i o n  (e.g. the c u s t o m e r ' s  p a y m e n t ) ,  w o u l d  
a p p a r e n t l y  h a v e  no  l i a b i l i t y  to t h e  c u s t o m e r  for t h e  h a r m  c a u s e d  
b y  the transaction.

3. T h e  b i l l  w o u l d  s e e m  t o  g i v e  p a r t n e r s  t h e  s a m e  
i n s u l a t i o n  from l i a b i l i t y  that s h a r e h o l d e r s  of c o r p o r a t i o n s  a r e  
given, but it w o u l d  l e a v e  t h e .p a r t n e r s  free f r o m  t h e  c o n s t r a i n t s  
t h a t  s h a r e h o l d e r s  a r e  s u b j e c t  to. F o r  example, s h a r e h o l d e r s  d o  
n o t  p a r t i c i p a t e  in t h e  m a n a g e m e n t  of the b u s i n e s s  a n d  a r e  n o t  
a g e n t s  of the firm. P a r t n e r s  do a n d  ar®. A  c o r p o r a t i o n  m a y  not 
males d i s t r i b u t i o n s  t o  s h a r e h o l d e r s  t h a t  impair its a b i l i t y  to  
s a t i s f y  its l i a b i l i t i e s .  T h e r o  is no such l i m i t a t i o n  on 
d i s t r i b u t i o n s  to p ^ r t n o r s .  Th® partners' l i a b i l i t y  for t h e  
l i a b i l i t i e s  of the firm, and t h e i r  o b l i g a t i o n  t o  c o n t r i b u t e  as 
n e c a s s a r y  t o  s a t i s f y  t h o s e  liabilities, are c o r o l l a r i e s  of t h e i r  
d i r e c t  i n v o l v e m e n t  in t h e  c o n d u c t  of the b u s i n e s s  a n d  t h e  absence 
o f  r e s t r i c t i o n s  o n  distribution® .

V e r y  t r u l y  yours,

J o h n  R. B eard

J R B / d m w
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louche& Fax Transmission

T o : Offico:

SENATOR TIM KELLY
F a x  N u m b e r:

465-3756
C o m m e n t * :

RE S.B. 348

I em enclosing a copy of a fax I sent to Mr. Craig Ingham today. This fax provides a response 
to Mr. Beard's letter of March 30 and the misconceptions in it. I al30 provided Mr. Ingham with 
proposed language for a distribution section for the LLP bill to meet his concerns with 
partnership distributions that he feels may not be in the public good, I subsequently received 
from Mr. Ingham a copy of the letter he faxed to you on April 5. I believe the proposed 
language regarding distributions meets the concerns Mr. Ingham has with distributions.

Confidentiality Notice: Thla page end any aooompanylna documanta contain confidential Information Intended for ■ apeclflc Individual 
and purpoae. Thb tolooopled Information la private and protected by law. if you are not tfta Intended recipient, you arc hereby notified that 
ony diectoaura, copying or dlatribt/lon, or tn« taking of any action basad on tha content* of this information, la atrictly prohibttod.

RODNEY LIND ANCHORAGE. ALASKA
N u m b e r  o f  P a g e t  (In c lu d in g  th lB  o n e ).

13
T o  c o n firm  receipt, o r It y o u  d o  n o t r e c e iv e  a ll p a g e s, p le a s e  ca ll:

907 272 3462

907 264-3181
Date:

April 5, 1994

DaWtfoTbucliaTohmatsuintsmitional
G lo b a l L e a d e r s  in 

A c c o u n tin g  n n d  A u d it in g , 

M a n a g e m e n t  C o n s u ltin g  

a n d  T a x  S e rv ic e s
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To: Offico:

CRAIG INGHAM MT. MCKINLEY MUTUAL SAVINGS BANK
F a x  N u m b e r:

456-5982
Comments:

I have attacned the following to this cover sheet, (1) a response to John Beard's letter to you 

of March 30, 1994 (8 pages) and (2) proposed distribution provisions which meet the concern 

you have expressed to me regarding an LLP distributing amounts to its partners to the 

detriment of creditors (3 pages). I will call you this afternoon to discuss the LLP bill further 

with you.

I have taken the liberty to fax this to your attorney to expedite matters.

Thank you for your attention to this matter.

cc: John Beard (277-9883)
From. / h  Office.

RODNEY LIND U j T 3  ANCHORAGE, ALASKA
Fax Number Number of Page* (including this one):

907 264-3181 12
Dale: To confirm receipt, or :f you do not recoive all page*, please coll:

April5, 1994_____________________ 907 272 8462 ______________________
Confidentiality Notice: Thle pope end eny accompanying documents contain confident!*! Infonmatfon intended for a specfflo Individual 
and purpoee Thlt tatccopied Information la pnvat* and protected by taw If you art not tne Intended recipient, you a/e hereby nutiikd that 
any dt*clo*ur», copying or OliWbuDon, or Ifta taking of any action bused on tha content* of thl* Information, is atrtetly prohtbitad.

S S S S S u
jQjHWlW . Management ComIITtiriatiOra and Tex Service*
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April 4, 1994

m u u m

V L  ZACflattLg
Rod Lind
E a l o i C S a  & Temche
550 17oat Seventh. Avenue
Anchorage, Alaska 99501
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Dear Rod;

You askwd me to ccronont on John Board's latter of March 30, 
1994 to Craig ingrahm lo which Mr. Beard diocuoseo th® Alaska 
limited liability partnership (“LLP''} bill (B.B. 348). I took it 
upon myoaic to ask profassor Larry 5. Ribstein or George Mason 
University School o: Law to comment on Mr. Heard's letter. 1 
enclose Professor Ribfltein'o response.

Prof*80or Ribetoin la a leading authority on partnership 
lav. ie is an Official Advisor to the Committee to Reviea the 
Uniform Partnership act of tha National Conference of 
Commissioners on Uniform State Lavs, and thue is well euitcd to 
address Mr. Beard's concerns about NCCTJ9L. He also 1b Reporter 
to the American Bar Association Ad Hoc committee that drafted the 
Prototype Limited Liability Company Act, and a member of the 
Amor lean Bar Association Ad Hoc Subconmittiee on th® Revised 
Uniform Partnerehip Act. Professor Hihotein is co-author with 
Prolssoor Arthur Bromberg of a widely used multi-volume treatise 
on partnership law. and the author o£ other books and numerous 
law review articles on partnerehdp law and related oubjeots. He 
was the principal drafter of the 1964 Georgia Uniform Partnership 
Act and 19B8 Georgia Revised Uniform Limited Partnership Act. Ar 
counsel to the Accountants Coalition, I retain Professor Ribstein 
from time to time to provide theoretical analysis on I b b u b m  

relevant to llp legislation.

net<oMo.oio
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As you will see from Professor Ribstein'e analysis, Mr.
Heard la wrong in each of the aBBertionn ho e\bX o b in his letter*

® The LLP ia, indoifl, fully consistent with the
concept of partnership. The most important 
dfearaeteriotioo of partnership •• sharing of 
profits and losses, ability of partners to bind 
the partnership, partner participation in 
management *- ore egually present in LLPo. In 
fact, the Attorney G e n e r a l  of Delaware has 
formally opined that LLPa are partnership** under
Delaware law. (I enclose a copy of the opinion.)

« while partners or an l l p  have a leaser degree of
personal liability than partner* of a standard 
general partnerhaip, that limitation of liability 
does not differ radically from limitation** 
inherent in existing law under the Uniform
Partnership Act. It is, moreover, fully
conoistent with the trer.d in ths Revined Uniform 
Partnership Act toward greater limited liability 
for partners.

• Tho scope of limited liability in the bill is not
"very broad" nor does it "insulate a partner from 
all liabilities o ’ the partnership . . . unless 
the partnership's liability arose from the 
partner's own wrong-doing," ae Mr. Beard claims. 
The l l p  bill provides limited liability only for 
1uninvolved" partners where the liability hciotb 
from others’ negligence or wrongdoing, it doeB 
SAL provide limited liabilities for a partner 
where

the partnership obligation does not arise 
from negligence or wrongdoing, e.g., a loan, 
lease or tax obligation

the partnership liability is incurred before 
tha partnership registers as an l l p  or while 
the registration has lapsed (e.g., if it 
fails to maintain tha ra^ulsite insurance)

the partner peroonally engages in negligence 
or wrongdoing

DCWWO.OIO
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the partner directly supervises -another

?artner or a partnership tMaployoa who engages n negligenca or wrongdoing.

• rurthenr.ora, the hill does not affect th*
liability or the partnership or the availability
of its assets and Insurance co »».tlafy partnership 
liabilities. Thus, tha liability limitation in 
the bill would act to limit a claimant's recovery 
only whnre the partnership's and involved 
partners' assets and insurance are insufficient to 
satisfy 'he claim.

° The shareholdera of a corporation enjoy a much
more protective level of limited liability than 
the partners of an LLP would, evun when 
shareholders participate in the management of the 
firm and are agents of tha firm (aa they 
frequently do and are, contrary to Mr. Beard's 
belief). Moreover, tbs restrictions on 
distributions to shareholders are not substantial, 
and are far less severs than the personal 
liability exposure of partners (including partners 
in LLPs). That personal liability serves so a di 
facto restriction on distributions to partners, as 
does the minimum insurance requirement.

I hope these commence and those Of Profeaeox Ribetein 
ara helpful.

Sincerely,

ac: William P. Ezzell

DCV40W.010
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M r. Willi am. R . S ta in , E sq .

H u g h e s  H u b b a rd  f t  R ood 

1 3 0 O I  Street, N .W .
Washington, DC. 20005.3306

Dear Bill:

You asked ma to comma** oc th® letter dated March 30, 1994, 
from John R. Beard, Esq. to Craig Ingham regarding the proposed 
Alaska limited liability porkwrthip ("LLP”) legislation.

1. MR. BEARD OBJECTS THAT THE LLP IS 
FUNDAMENTALLYWCONSialBW WITH THE NATURE OF 

GENERAL PARTNERSHIP" AND THAT NCCUSL HAS NOT 
ENDORSED THIS DEVELOPMENT

1 disagree 'with Mr. Beard. The LLP is consistent with the nature 
of “partnership." LLPs have the fundamental characteristics of 
partncnhip; the partners intend to form « partnership, they opwrot® a 
business for profit, they share in profits end losses, they actively 
participate m maaagmicst, end they can bind the partnership.

While LLPs do provide some degree of limited liability, that 
also is consisted with th* trend of RUPA imovstksu toward limited 
liability. The exhaustion rule in RUPA 5307 extends to joint and 
ttvcjml liability a procedural barrier to recovery that tbnacriy had 
applied only to joint liability. See A. Bromberg ft L, Rfcstein, 
Bromberg ft Rlbatotn cn Panowship. §5.08(eHO- RUPA also outs 
off partner liabilities following dissociation. Under UPA J35, 
dissociated pvteere are Habie for non-winding-up debts, such as 
aontreet or teasa renewals, incurred alter dissolution to creditors who 
did cot haw actual or constructive notice of the diisohrtioo, Eva 
pnbUshbg a notice of dissolution does cot halt this continuing liability 
as to orcditon who had extended credit prior to tbs dissolution. By 
contrast, under RUPA §5702-704 and 503-806, a partoerahip cm halt 
this continuing liability 90 days after publicly filing a notice of 
disiociAtioo or of dtssdutmm Thus, partners sn RUFA partnerships, 
like LLP perteara, can, by malting a pubEo filing, limit the liability for 
partnership dcfas that they ctherwiw wwdd incur.

W O lN F ttta D t 
ArtSSMCVA 22201
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M o re o v e r, N C C IJ S L  d o c * o o t m ake  o r  o o .T ro l p a rtn e rs h ip  la w . 

In  fa c t, s ta tfia  co n s id e rin g  N C C U B L /s  n e w  ^ Itrv iM d  U m fb rra  

P a rtn e rsh ip  A c t ("K .U P A **) a re  lik e ly  to  v a ry  su b s ta n tia lly  fro m  th e  

N C C U fiL  m o d e l, w h ic h  ia  c o n tro v e rs ia l in  m any re sp e c ts  T h u s , 
p a rtn e rs h ip  la w  a lm o s t c e rta in ly  w il l  b so o m c o c m u a ttb rm  in  th a  w n k o  

o f  R U P A  In d ee d , th a  f ir s t m s jo r s ta te  re v is io n  o f  p a rtn e rs h ip  la w , b  

T e x t* , d iffe rs  fro m  R U P A  in  se ve ra l m g jo r re sp e c ts , in c lu d in g  

a m o u n tin g  d h a w to tic n  and th e  d e fin itio n  o f  p o rln c ra h ip . In  a y  v ie w , 

th is  is  «  s a lu ta ry  d e ve lo pm e n t. K o o *u n ifb n n ity  fa c ilita ta s  d e s ira b le  

in c o v a tia n  ro d  change.

In d ee d , sta te  v s r is tk ro  a ls o  e a s t u n d e r th a  1014  U m fb a r  

P trte e tm ln p  A c t ( “ U P A ” ) .  F o r e x a m p le , tu c li im p o rta n t R U P A  
ia n o v r.tic B * as th e  §303 “ s ta te m e n t o f  p a rtn e rs h ip  a u th o r ity "  a n d  th e  

§ 2 0 4  d e fin itio n  o f  p a rtn e rsh ip  p ro p e rty  w e re  based o s  s ta te  v a ria tio n s  

cm th e  U P A . in c W in g  th e  G e o rg ia  a c t th a t I  h e lp e d  d r a f t  T h in  

illu s tra te s  h o w  r a m iifo n n  aspects o f  a  s ta te  la w  u ltim a te ly  m a y  

b e com e  w id e ly  a cce p te d  end p a rt o f  th e  n e x t g e n e ra tio n  o f  p a rtn e rs h ip  

la w . LLP p tO Y rtk x a  lik e  th o s e  c o w  bemg w id e ly  a d o p te d  m a y  a ls o  

b e com e  standa rd  in  s ta te  v a ria tio n s  o f  R U P A , Just u  th e y  h a ve  been 

in c lu d e d  in  th s  ne w  T o w s  a c t

2. MR. BEARD CLAIMS THAT THE SCOPE OF THE
U M T T A H O N  O N  P A R T N E R S ' L IA B IL IT Y  IS  B R O A D .

2 b e lie v e  th a t M r, B e a rd  has o v e rra te d  th e  lim ita tk a a  o n  th e  

lia b ility  o f  p a rtn e rs  in  U L P i. T h e  p e rso n a l lia b ility  o f  p a rtn e rs  in  L X P h is  

a m  s h a rp ly  d iffe re n t fro m  th a t o f  p a rtn e rs  in  n o n -L L P s . T h ird  p a rtie s  

su in g  L L P s  n o t o n ly  cen re c o v e r fro m  th e  p a rtn e rs h ip  its e lf  to  th e  sam e 

e x te n t as fro m  o o o -L L P s , b u t a ls o  c ro  re c o v e r fro m  th e  p a r te m  

in d iv id u a lly  u n d e r seve re ] o ireo m rta n o e s :

•  P artecvs e re  p o re o n a lly  lia b le  fo r  e l! deb ts  i f  th e  p a rtn e re h n  

w a s  n o t re g lro w td , o r  fb r  U a b fiitie s  a ris in g  fro m  co n d u c t p r io r  to  

re g is tre /in o , T hao , th e  o n ly  e le u n e s ts  a ffe c te d  b y  tire  L L P ’ s  lim ite d  

lia b ility  a re  th o se  w h o  had a t le a s t c o n s tru c tiv e  n o tic e  th ro u g h  th e  

pubH o f ilin g  o f  e p o te n tia l lin s 'to ta o a  o f  lia b ility .

•  P s r ts tn  a re  p ro a o s ily  lia b le  fo r  a ll p a rtn e rs h ip  o b lig a tio n s  i f  

th e  p a rtn e rs h ip  does r o t  m a in ta in  adequate  Insurance  o r  o th e r f r c ro c k l 
re s p o n s ib ility .

•  T h *  L L P  p ro v is io n s  d o  n o t e xcu se  p a rtn e rs  fro m  lia b ility  

a ris in g  c u t o f  tb u r  o w n  ira sce o d u c t cs ncgH geooe.

e  T h e  L L P  p ro v is io n * im p o se  p e rs o n ) lia b ility  o n  p a r to ro  w h o  

d ire c tly  su p e rv ise  end c o n tro l o th e r p a rtn e rs  o r  p a n a c ra h ip  e m p lo ye e s
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w h o  a d  D C g lig e e tfy  o r w ro n g ly . M o re o v e r, p a rtn e r* ' lia b ility  in  th is  

re g a rd  a rg u a b ly  can  bo im posed  a p a rt fro m  w h a t is  e x p lic it ly  p ro v k U d  

fo r  m  th e  statute. T h e  lia b ility  d e s c rib e d  In  th e  s ta tu te  i l  th a t a ris in g  

o u t o f  n e g lig e n ce  en d  m isco n d u c t b y  p a rtn e r* to d  e m p lo ye e s  oth tr than 
th e  p a rtn e r w h o w  lia b ility  Is  a t issue . T h u s , fo r  e x a m p le , an  a o o ou a tin g  

p a rtn e r w h o  is  p a rt o f  a  te a m  th a t c c n d ic ts  a  n e g lig e n t a u d it m ig h t b o  

h e ld  in d t r t c t fy  lia b le  as a  s u p e rv is o r u n d e r th e  s ta tu te  eve n  i f  b e  la c k s  

k n o w le d g e  o r  n o tic e  o f  th e  cK ghgeooe. A lte rn a tiv e ly , a  p a rtn e r w h o  is  

S o t a  te a m  m em b e r m ig h t be  h e ld  to  b o  dtrsctfy n e g lig e n t u n d e r g e n e ra l 

to r t  p rin c ip le s , e w o  i f  he  is  n o t im h w e fly  lia b le  as a  s u p e rv is o r u n d e r 

th e  s ta tu te , i f  h e  has kn o w le d g e  o r n o tic e  o f  th e  m a lp ra c tic e . In  a b o rt, 

L L P  p a rtn e r* have  n o  lio e n sa  to  c o m m it o r  to  to le ra te  n c g lig a jc c  o r  

o th e r m a lp ra c tic e .

• L L P  p a rtn e rs  a re  p e ra a m fly  lia b le  fo r  o b H g a tto m  an d  conduct 
u n d e rta ke n  in  th e  cou rse  o f  th e  p a rtn e rs h ip  business o th e r th a n  th e  

o r ro r ra id 'o a ia a k in a  lia b ility  e x p lic it ly  e xce p te d  b y  t i t *  s ta tu te . T h u s , 

p a rtn e rs  re ta in  p e rso n a l lia b ility  fb r  s u c h  m a tte rs  u  th e  M o r e  to  p a y  a  

lo a n  o r  re n ta l o r  to  f b if i l l  som e o th e r co n rtra o tu s l o b lig a tio n .

T h u s , M r. B e a rd  is  m is ta k e ) in  c o n c lu d in g  th a t L L P  sta tu s  

"w o u ld  socm  to  in o u la le  a p a rtn e r fro m  a ll lia b ih tiM  o f  th e  p a rtn e rs h ip ..

. u n le ss  th e  p a rtn e rs h ip 's  lia b ility  a ro se  fro m  th e  p a rtn e r’ s w ro n g d o in g ."

M r. B e a rd  a ls o  M s  to  a p p re c ia te  th a t, e ve n  W ith o u t L L P  

d e s ig n a tio n , a  th ird  p a rty 's  a b ility  to  re o o v e r fro m  In d iv id u a l p e n m rri fb r  

e rro rs  and o m iss io n s  is  lim ite d  k  s e v e n l Im p o rta n t in s p e c ts . A  p a rtn e r 

is  n o t lia b le  fo r  c o -p a rtn e r c o n d u c t th a t is  u n co nn e c te d  w ith  th e  firm 's  

h is fcw sa  (sea  D o u g la s  R e s e rv o irs  W a te r U se rs  A s s o c ia tio n  v . M a u re r A  

G a rs t, 3 9 8  P .2 d  7 4  (W y o . 1 9 6 3 )). M o re o v e r, «  o o c -L L P  ca n  lim it  

p a rtD ers ' p e rso n a l lia b ility  b y  o e n w to t w ith  th ird  p a rtie s . F o re x /a m p le , 

in  D o m in io n  N a tio n a l B a n k  v . S undew aes J o is t V e n tu re , 5 0  M l  A p p . 

145 . 4 3 6  A 2d  6 0 1  (1 9 8 1 ), th e  c o o t  re c o g n iz e d  th e  p o s s ib ility  o f  

c o n tra c tu a l lim lte tk m  b u t h e ld  th a t th e m  w a s  in s u ffic ie n t n o tic e  to  

c re d ito rs . T h is  case suggests  th a t lim ita tio n  o f  lia b ility  in  tin *  

p a rtn e rs h ip  a g re e m e n t, co u p le d  w ith  n o tic e  to  c re d ito rs  co m p a ra b le  to  

th a t p ro v id e d  u n d e r th e  nam e and re g is tra tio n  p ro v is io n *  o f  th e  L L P  

s ta tu te , w o u ld  be enough to  o rc a te  lim ite d  lia b ility  b y  c o n tra c t e ve n  in  a  

n o n -L L P . F in a lly , aa d iscuaoed a b o ve , p a rtz m s  in  b o th  L L P s  a n d  in  

R U P A  d c o -L L P *  a re  p ro te c te d  b y  d ie  e x h a u s tio n  re q u ire m e n t a nd  b y  

th e ir  a b ility  to  e x it  th e  firm ,

In  su m m a ry , cd d ln g  L L P  p s o v iu o n s  to  th e  p a rtn e rs h ip  s ta tu te  

red u ce s  a d m n w a t’ s a b ility  to  re c o v e r fro m  a  p a rtn e r in  to  IX P  enfy 
w h e re  (1 )  th e  © tanuan t coa s u c c e s s fu lly  p ro v e  a c la im  a g a in s t th e  

p a rtn e rs h ip ; ( 2 )  th e  p a rta s r is  s u b je c t to  p ro ce ss  a n d  h a s  p e rso n a l

A jd K lW  f.S

P. 07
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asset*; (3) tha claim areas while ihe partnership was registered, 
designated as m  LIP sad wag insured or otherwise financially 
responsible, (4) Ihe claim ii bated on negligent* or other partner 
misconduct; (5) the partner did not commit milpractioe. did ant 
negligently fail to mooter copartners, sad did cot otherwise directly 
oupervia* or ocntrot those e/bo engaged to the neghgWNC or 
miaeuadeefc and (6) too partnership is usable to pay or hat inadeqoata 
ineuresiso, despite having maistatoed at leest the statutory minimum 
amount of towranoe orfmcooial reapoMibiiity.

T h u s , p a rta w fl in  L L P s  tvQ I h a ve  tncandvea  co m p a ra b le  to  th e s e  

o f  non-LLP p a s te rn  to  ensu re  th a t t M r  f lr o u  ( W iv x  h ig h -q u a lity  

g o o d s  and s trv io c m  M o re o v e r, eve n  i f  a n  in d iv id u a l c lk m l c r  c u s to m e r 

o a m o t re c o v e r a g a in s t a p a rtn e r, tb c  re c o v e ry  o f  c re d ito ra  u  c  w h o le  

m a y  txx  b e  re d u c e d . R a th e r, one  d a iin a s f  s  re d u ce d  re c o v e ry  m a y  

le a v e  m e re  in d iv id u a l p a rtn e r asse ts a v a ila b le  to  o th e re  w h o s e  c la im s  

a ro se  w h ile  th e  f irm  w a s  u n re g is te re d  o r  u n in su re d  o r  w h o  o re  a b le  to  

s h o w  th e  re q u is ite  p a rta s r m is c o n d u c t o r  in v o lv e m e n t in  te e  

w ro n g d o in g , to  th re e  s itu a tio n s , th e  LLP rta tn te a  m a y  w rv a  to  a llo c a te  

te n d s  to  th *  m o re  d e se rv in g  n la toutD fl*.

3. MR. B E A R D  ARGUE8 THAT PARTNERS O U G H T  T O  SHARK 
IN THE LIABILITY BECAUSE T H E Y  PARTICIPATE IN THE 

BENEFITS OF THE TRANSACTION.
T h e re  a  n o  g e n era l le g a l p rin c ip le  te a t th o se  w h o  b e n e fit te a m  

tra n sa c tio n s  s h o u ld  be  p e rs o n a lly  ta b le  fo r  th o se  tre o fto o iio n s . In d e e d , 

p e rs o n a l lia b ility  o f  th o se  w h o  b e n e fit fro m  tm n n c d m i is  m o re  th e  

w spcp tio n  th a n  th e  ta lc , u  flju s tro to d  b y  c o rp o ra te  s h a re h o ld e rs  a n d  

lim ite d  p a rtn e rs . W h e th e r p a rtn e rs  o u g h t to  b s  b d d  lia b le  s h o u ld  

d e p en d  o n  th e ir  o o s tre o ts  w ith  th ird  p a rtie s  o r , in  te a  c a te  o f  t o r t  

lia b ility ,  o n  te e  p o lic ie s  u n d e rly in g  to r t  U v r. T he  lim ita tio n s  o n  th e  

lia b ility  o fp a r tn s n jin L L P s  d iscussed  in  th e  p re c e d in g  n co tk®  re p re s e n t 

a  tb o u g h tfh l end  ba lanced  a p p ro a c h . In  g e n e ra l, os d iscu sse d  a b o ve , 

L L P  p a rta a n  w il l  w c a p o  H a b ffity  c e ly  w h e re  th ird  p a rtie s  o re  m a d e  

a w a re  o f  te a  lim ita tio n  c o  lia b ilitie s , te c  p a rtn e rs  o re  m so re d , and te a  

p a rtn e r* d id  r o t  p a rtic ip a te  d ire c tly  o r  in d ire c tly  to  te e  w ro n g d o in g . 

In d e e d , i t  is  ay co n s id e re d  o p in io n  th a t p a rtn e rs h ip  s ta tu te s  sh o u ld  go 
fu r th e r  and oU rm nste  m o a t p a rtn e r liability. See R ib s tc to , T h e  

D e re g u la tio n  o f  L im ite d  L ia b ility  and te e  D e a th  o f  P a rtn e rs h ip , 7 0  

W a s h . U .L .Q . 4 1 7  (1 9 9 2 ).



4 . M R . B E A R D  A S S E R T S  T H A T  P A R T N E R S  W O U L D  H A V E  

S H A R E H O ID E R -L K E  IN S U L A T IO N  F R O M  L IA B IL IT Y  W H IL E  

B E fN G  F R E E  F R O M  C O N S T R A IN T S  O N  S H A R E H O L D E R S

A s  th e  above  d iscu ss io n  m akes c le a r, c o rp o ra te  s h a re h o ld e rs  
e n jo y  a  s u b s ta n tia lly  g re a te r d e g re e  o f  lim ite d  lia b ility  th a n  ZXJP 

p a rtn e r*. F u rth e r, oharehoW w a a re  e u b jcc t to  m a n y  fe w e r o co s tra in ta  

th a n  a re  p a ra tr *  m  L L P s . S h a re h o ld e r* r a iy  p a rtid p a tB  in  ra n a ^ e tn o n t 

■while b e in q  f m  fro m  lia b ility  unless* th e y  d ire c tly  p a rtic ip a te  in  th e  

w ro n g d o in g . By contrast, as discussed a b o ve , LLP partm  m a y  be 
h e ld  in d ire o a y  lia b le  fo e  s u p c rv iita g  w rc o g d o e ts  e ve n  i f  th t  p a rtn e r*  e re  

n o t d ire c tly  in v o lv e d  is  th e  w ro n g d o in g . In  a d d itio n , a n a rc h o ld w * 

g e n e ra lly  ca n  be  h e ld  lia b le  o n  account o f  d is trib u tio n s  only in v e ry  

lim ite d  o lro u m ita n & M  w h e re  th e  f irm  m a ke * d is tr ih n io a *  w h ile  i t  w a s  

in s o lv e n t o r  w a s  o tb e m s o  in  v e ry  p o o r fin a n c ia l c c n d ificm . E ve n  is  

th e re  lim ite d  c lrc u m s iis d e * , th e  sh a re h o ld e rs  a re  lia b le  o n ly  fo r  th e  

d ijtr ib u tio o B  ra th e r th e n  fb r  th e  fu ll a m o u n t o f  th o  d e b t M o re o v e r, 

sh a re h o ld e rs  ca n n o t be  h e ld  p e rs o n a lly  lia b le  m e re ly  because  th e  f irm  

co n d u c te d  b u tis e e i w h ile  i t  w a a  b e d  v e n t By c o o ta u t, L L P  p a rtn e r* 

ca n  be h e ld  p e rso n a lly  K able fb r  a ll d e b t* o f  th e  f ir m  th a t w e re  in c u rre d  

w h ile  th e  f ir m  d id  n o t ha ve  th e  re q u is ite  in su ra n ce .

Sirecrcly,

L o rry  E , R Ib s tc in

QMIJ Foundation Profits ssor of Law
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SECTION LIMITATIONS ON DISTRIBUTIONS.

(a) A registered limited liability partnership way not wake 

a distribution to tha partners thereof if;

(1J the partnership would not be abla to pay its debts 

as they becom* due in tha ordinary course of business; or

(2) the partnership's assets would be leas than its 

liabilities.

(b) A  registered U n i t e d  liability partnership nay base a 

determination that a distribution ie not prohibited under 

eubeootion (a) either on financial statements prepared on the 

baoi* of accounting practices and principleo tha* are reasonable 

in the circumstances or on e fair valuation or other method that 

is reaaonablB in tha circumstances.

(c) Except as provided in subsection (o), the effect of a 

distribution under subsection (a) is measured;

'l) in the oaoa of distribution by purchase, 

redemption, or other acquisition of the rogiatered limited 

liability partnership's partnership interests, as of the earlier 

of I

(i) the data money or other property is 

transferred or debt inaurred by the partnership; or

(ii) the date the partnor oeaeoe to be a partner 

with respect to the acquired partnership interest;

(2) in tho case of any other distribution of 

indebtedness, as of the date of the indebtedness is distributed; 

ana

(3) in all other cases, ao of the date the;
9

DCW09 40.01*
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(i) distribution ia authorized It tha paymont 

occurs vithin 120 days aftor tha data of authorization, or

(ii) payment la nado if it ocourc nor* than 120 

days after the date of authorisation.

(d) A registered limited liability partnership * at 

indebtedness to a partner inaurred by reason of a distribution 

made in ncoordanco with thia section ia at parity with the 

partnership's indebtedness to its general, unsecured creditors 

except to the extent subordinated by agreament.

(«) Indebtedness or a registered limited liability 

partnership, including indebtedness issued as a distribution, is 

not considered a liability for purposes of determinations undsr 

subsection (a) if its tsraa provide that payment of principal and 

interest are raada only if and to tho extent that payment of a 

distribution to partners could than be mads under thia section.

If ths indobtodnoso is ieeuod ae a distribution, each payment cf 

prineipal or intoraot is treated ao a distribution, ths effect of 

vhioh ia measured on the date the payment ia aatually made.

(f) A  partner who receives a distribution mads in violation 

o£ section 407 is personally liable to the registered limited 

liability partnership for the amount by wnion tn* distribution 

exceeds the amount that could properly have been paid under this 

section, but only if the partner knew at the time of the 

diotribution that tho dictribution oxooodod tho amount that could 

properly have bean paid under this section.

DC<M0WQ,0»
2
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(g) A proceeding under this oaotion la burrod unloeo it i« 

commenced within two year* after tha data of tho distribution.

DC?40W 0.0»
3
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REt S e n a t e  B i l l  No. 3 48
R e g i s t e r e d  L i m i t e d  L i a b i l i t y  P a r t n e r s h i p

D e a r  S e n a t o r  K e l l e y :

S i n c e  t i m e  g i v e n  for p u b l i c  t e s t i m o n y  o f t e n  m u s t  b e  k e p t  brie f ,  I. f e l t  it 

w o u l d  b e  b e n e f i c i a l  f or t h e  A l a s k a  B a n k e r s  A s s o c i a t i o n  t o  p r o v i d e  y o u  a n d  t h e  

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

L i m i t e d  L i a b i l i t y  P a r t n e r s h i p s .

B e f o r e  w e  g e t  i n t o  s p e c i f i c s  on t h e  i s s u e  o f  L i m i t e d  L i a b i l i t y  P a r t n e r s h i p s ,  3 

t h i n k  it w o u l d  b e  h e l p f u l  t o  e x a m i n e  t h e  f u n d a m e n t a l  d i f f e r e n c e s  b e t w e e n  a 

G e n e r a l  P a r t n e r s h i p  a n d  o t h e r  b u s i n e s s  o r g a n i z a t i o n s  t h a t  p r o v i d e  fo r  l i m i t e d  

l i a b i l i t y  t o  t h e i r  o w n er3.

First, a  p a r t n e r s h i p ' s  a s e e t s  c a n  b e  h e l d  in b o t h  t h o  p a r t n e r s '  i n d i v i d u a l  

n a m e s  a n d  the p a r t n e r s h i p ' s  name; t h i s  p r o v i d e s  e a s e  of  o p e r a t i o n  b u t  a l s o  

c r e a t e s  an  e l e m e n t  of c o n f u s i o n  w h e n  t r y i n g  to d e t e r m i n e  o n l y  t h e  p a r t n e r s h i p  

a s s ets. H o w o v e r ,  s i n c e  u n d e r  c u r r e n t  l aw t h e  p a r t n e r s  c a n  b e  h e l d  p e r s o n a l l y  

l i a b l e  f or th e  d e b t s  of  t h e  p a r t n e r s h i p  t h i s  c r e a t e s  n o  p r o b l e m  f or t h i r d  

p a r t y  c r e d i t o r s .  In  t h o  c a s e  of a C o r p o r a t i o n  a n d  n o w  t h e  p r o p o s e d  L i m i t e d  

L i a b i l i t y  c o m p a n y ,  t h e  a B e c t o  of t h e s e  o r g a n i z a t i o n s  m u s t  be  in t h e  c o m p a n y  

n a m e  n ot t h e  i n d i v i d u a l  o w n e r s '  name.

A State Chartered Mutual Savings Bank Serving Fairbanks Since 1965.
MEMBtX FDIC
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N o x t ,  w e  n e e d  t o  l o o k  at h o w  a p a r t n e r s h i p  d i s t r i b u t e e  p r o f i t s  a n d  p r o v i d e o  

c a p i t a l .  U n d e r  t h e  U n i f o r m  P a r t n e r s h i p  A c t ,  t h a  p a r t n e r s  a r e  f r e e  t o  

d i s t r i b u t e  a l l  e a r n i n g s  t o  t h e  p a r t n e r s  a n d  m a i n t a i n  n o  c a p i t a l  at all. 2£ 

t h e  b u s i n e s s  o h o u l d  s u s t a i n  l o s ses, t h e  p a r t n e r s  a r e  r e q u i r e d  t o  c o n t r i b u t e  

t o w a r d s  t h o s e  l o s s e s .  In t h e  c a s e  of  a C o r p o r a t i o n  o r  a L i m i t e d  L i a b i l i t y  

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

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

t h e y  c o m e  d ue.

f i n a l l y ,  a p a r t n e r s h i p  is m a n a g e d  b y  its o w n e r s  a n d  as  auch, e a c h  p a r t n e r  is 

t h e  a g e n t  o f  t h e  o t h e r  p a r t n e r ( a ) .  T h i s  s i m p l y  m e a n s  t h e  a c t  o f  o n e  p a r t n e r  

b i n d s  a l l  p a r t n e r s .  In  t h e  c a s e  o f  a c o r p o r a t i o n ,  t h e  o w n e r s / s h a r e h o l d e r s  

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

a f f a i r s  o f  a  c o r p o r a t i o n .  T h e  d i r e c t o r s  h a v e  a s t r o n g  f i d u c i a r y  d u t y ,  as set 

o u t  in S t a t u t e ,  to p r o t e c t  t h e  i n t e r e s t s  of  t h e  c o m p a n y  s h a r e h o l d e r s .  T h e  

L i m i t e d  L i a b i l i t y  C o m p a n y  is d i f f e r e n t  in t h a t  t h e  o w n e r 3 / m e m b e r 3  c a n  m a n a g e  

t h e  a f f a i r s  o f  t h e  c o m p a n y .  H o w e v e r ,  if t h e  m e m b e r s  e l e c t  t o  h a v e  d i r e c t  

m a n a g e m e n t  c o n t r o l  o v e r  t h e  c o m p a n y ,  t h e y  m u s t  a s s u m e  t h e  s a m e  f i d u c i a r y  

d u t i e s  t o  o n e  a n o t h e r  t h a t  a d i r e c t o r  w o u l d  h a v e  t o  s h a r e h o l d e r s .  A l s o ,  t h e  

a c t  o f  a m a n a g i n g  m e m b e r  b i n d s  t h e  c o m p a n y  in t h i r d  p a r t y  d e a l i n g s  e v e n  if 

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

t h i s  l a c k  o f  a u t h o r i t y .

T h e r e  a r e  m a n y  m o r e  t e c h n i c a l  d i f f e r e n c e s  b e t w e e n  P a r t n e r s h i p s  a n d  

C o r p o r a t i o n s / 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 .  H o w e v e r ,  t h e  f u n d a m e n t a l  

d i f f e r e n c e s  as t h e y  p e r t a i n  to  l i a b i l i t y  h a v e  b e e n  a d d r e s s e d .

N o w  w e  c a n  l o o k  at  h o w  t h i s  n e w  R e g i s t e r e d  L i m i t e d  L i a b i l i t y  P a r t n e r s h i p  A c t  

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

i n t e r p r e t  t h e  p r o p o s e d  l a w  t o  b e  q u i t e  b r o a d  in  i ts a p p l i c a t i o n  o f  l i m i t e d  

l i a b i l i t y .  T h e  p r o p o n e n t s  o f  t h e  b i l l  f e e l  it t o  b e  m u c h  n a r r o w e r  in s c o p e .  

T h e  p r e s e n t  b i l l  w i l l  o b v i o u s l y  s p a w n  a g r e a t  d e a l  o f  l i t i g a t i o n  j u s t  t o  

d e t e r m i n e  w h a t  it m e a n 9 .  B u t  s u p p o s e  t h a t  c o u l d  b e  r e c t i f i e d ,  a n d  t h a t  t h e  

l e g i s l a t i o n  s o m e h o w  m a d e  it c l e a r  t h a t  t h e  l i m i t a t i o n  o n l y  a p p l i e s  t o  

l i a b i l i t y  c a u s e d  b y  a n o t h e r  p a r t n e r ' s  n e g l i g e n c e  or  o t h e r  t o r t i o u s  c o n d u c t .  

W o u l d  e v e n  t h a t  " n a r r o w "  a l i m i t a t i o n  s e r v e  t h e  p u b l i c  i n t e r e s t ?  I n  a n  e f f o r t  

t o  f i n d  out ,  l.^t m e  o f f e r  t h e  f o l l o w i n g  e x a m p l e .  I n d i v i d u a l s  A  S B d e c i d e  t o  

f o r m  a p a r t n e r s h i p  b u s i n e s s  c a l l e d  A & B B o o k k e e p i n g .  A  p u t s  u p  5 1 0 , 0 0 0  

w o r k i n g  c a p i t a l  a n d  p r o v i d e s  a  s m a l l  a r e a  in h i s  r e n t a l  p r o p e r t y  t o  o p e r a t e  

t h e  b u s i n e s s .  B p u t  u p  h i s  e x p e r t i s e  a n d  s o m e  o f f i c e  e q u i p m e n t .  T h e y  a g r e e  

t o  f o r m  a R e g i s t e r e d  L i m i t e d  L i a b i l i t y  P a r t n e r s h i p .  T h e  c a s h  A  c o n t r i b u t e d  is 

u s e d  t o  p a y  s t a r t  u p  e x p e n s e s ,  t h e r e a f t e r  t h e  f i r m  e x p e r i e n c e s  s e v e r a l  y e a r s
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o f  p r o f i t .  A s  t h e i r  l i m i t e d  l i a b i l i t y  e n c o u r a g e s  t h e m  t o  do, A  a n d  B c a u s e  

t h e  p r o f i t s  t o  b e  d i s t r i b u t e d  m o n t h l y *  a n d  A  p a y s  n o  a t t e n t i o n  t o  t h e  guf .tty 

o r  c o m p e t e n c e  o f  t h e  w o r k  B io d o i n g  f o r  c u s t o m e r s  o f  t h e  f i r m .  It e v e n t u a t e s  

t h a t  p a r t n e r  B, t h r o u g h  a n e g l i g e n t  act ,  h a s  c r e a t e d  a 5 5 0 , 0 0 0  t a x  l i a b i l i t y  

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

t o  a $ 5 0 , 0 0 0  j u d g e m e n t  a g a i n s t  t h e  p a r t n e r s h i p  a n d  p a r t n e r  B. B u t  t h e  

p a r t n e r s h i p ' s  o n l y  a s s e t s  a r e  s o m e  o f f i c e  e q u i p m e n t  w o r t h  n o t h i n g ;  a n d  B h a s  

d i s s i p a t e d  h i s  a s s e t s  a n d  h a s  n o t h i n g  f r o m  w h i c h  C  c a n  r e c o v e r .  A ' s  p r o p e r t y  

c a n n o t  b e  r e a c h e d  b y  c. P a r t n e r  A  s i m p l y  d i s s o l v e s  t h e  p a r t n e r s h i p  w i t h  B, 

s e t s  u p  a n e w  p a r t n e r s h i p  w i t h  D, a n d  g o e s  o n  w i t h  b u s i n e s s  a s  b e f o r e ,  w h i l e  C 

h a s  t o  s e l l  h i s  h o m e  t o  p a y  t h e  $ 5 0 , 0 0 0  t a x  l i a b i l i t y .  I s n ' t  t h a t  a l o v e l y  

e n d i n g ?

B u t  w a i t ,  t h o s e  f e w  s a c r i f i c i a l  l a m b s  a r e  w e l l  w o r t h  t h e  e c o n o m i c  b e n e f i t s  t o  

o u r  s t a t e ,  r i g h t ?  O . K . ,  l e t ' s  e x a m i n e  t h a t  i s sue. T h e  p r o p o n e n t s  o f  t h i s  

b i l l  f e e l  t h i s  " n e w "  p a r t n e r s h i p  o r g a n i z a t i o n  w i l l  e n c o u r a g e  a l l  k i n d s  o f  n e w  

b u s i n e s s e s  t h a t  w o  w o u l d n ' t  h a v e  if it i s n ' t  m a d e  a v a i l a b l e .  C o m e  on, p e o p l e  

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

i n  it. T h e  o n l y  t h i n g  t h i a  l e g i s l a t i o n  is g o i n g  t o  d o  ia e n c o u r a g e  p e o p l e  t o  

u t i l i z e  a  R e g i s t e r e d  L i m i t e d  L i a b i l i t y  P a r t n e r s h i p  r a t h e r  t h a n  a g e n e r a l  

p a r t n e r s h i p  o r  a c o r p o r a t e  s t r u c t u r e .  T h a t  w o n ' t  b e n e f i t  o u r  e c o n o m y  o n e  b i t  

b u t  g i v e n  t h e  f a c t  t h a t  m o o t  n e w  b u s i n e s s e s  f a i l  in  t h e  f i r s t  c o u p l e  o f  y e a r s ,  

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

W e  a r e  a l w a y s  w i l l i n g  t o  l i s t e n  t o  a l l  s i d e s  o f  t h e  s t o r y ;  b u t  q u i t e  f r a n k l y ,  

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

p a r t n e r s h i p  b u s i n e s s .  W e  o f f e r  t h e  f o l l o w i n g  s u g g e s t i o n .  In 1992, t h e  

N a t i o n a l  C o n f e r e n c e  o f  c o m m i s s i o n s  o n  U n i f o r m  S t a t e  L a w s  a p p r o v e d  a r e v i s e d  

U n i f o r m  P a r t n e r s h i p  Act .  W h i l e  t h i s  r e v i s e d  l a w  d o e s  n o t  p r o v i d e  t h e  k i n d  of 

l i m i t e d  l i a b i l i t y  t h e  p r o p o n e n t s  o f  t h i s  b i l l  a r e  l o o k i n g  for, i t  d o e s  r e q u i r e  

t h a t  a n y  c r e d i t o r s  f i r e t  s e e k  r e c o v e r y  o f  d e b t s  a g a i n o t  p a r t n e r s h i p  a o o e t s  

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

c o m p l e t e  s t u d y  o f  t h i s  r e v i s e d  U n i f o r m  P a r t n e r s h i p  A c t  w i t h  t h e  h o p e  o f  

a d o p t i n g  i t  n e x t  y e a r .

I w a n t  t o  t h a n k  y o u  a n d  y o u r  c o m m i t t e e  m e m b e r s  f o r  t a k i n g  t h e  t i m e  t o  h e a r  o u r  

c o n c e r n s .  W e  w i l l  m a k e  e v e r y  e f f o r t  t o  h a v e  a r e p r e s e n t a t i v e  a v a i l a b l e  t o  

a n s w e r  a n y  o f  y o u r  q u o s t i o n B  w h e n  y o u  h a v e  y o u r  n e x t  h e a r i n g .
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SENATE BILL 348

MISTER CHAIRMAN AND MEMBERS OF THE COMMITTEE. MY NAME IS ROD LIND, 

I AM AN ALASKAN CPA, HAVING LIVED AND WORKED IN THE STATE FOR THE 

LAST 19 YEARS. I AM THE MANAGING PARTNER OF THE ALASKA PRACTICE FOR 

DELOITTE & TOUCHE , AND I AM HERE TODAY AS A MEMBER OF AND ON BEHALF 

OF THE ALASKA SOCIETY OF CPA'S. I GREATLY APPRECIATE THE OPPORTUNITY 

TO APPEAR BEFORE YOU TODAY TO SPEAK IN FAVOR OF SB 348, THE PROPOSED 

REGISTERED LIMITED LIABILITY PARTNERSHIP LAW.

SELECTING THE FORM IN WHICH TO OPERATE IS ONE OF THE MOST SIGNIFICANT 

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

WILL HAVE TO MAKE WITH RESPECT TO THAT BUSINESS. THERE ARE A VARI­

ETY OF CONSIDERATIONS, BOTH TAX AND NON-TAX, INCLUDING THE APPLICA­

TION OF RELEVANT FEDERAL AND STATE LAW, AS WELL AS THE OBJECTIVES 

AND DESIRES OF THE BUSINESS PERSON.

THE CHOICE OF ENTITY WILL HAVE BROAD IMPLICATIONS. IT WILL AFFECT 

HOW THE BUSINESS IS CONDUCTED, THE PERSONAL AFFAIRS OF ITS OWNERS, 

AND EVEN IMPACT ON THE BUSINESSES' EMPLOYEES. CONSEQUENTLY, IT IS IM­

PORTANT THAT BUSINESSES HAVE, AND ALASKA PROVIDES, A FULL CHOICE OF 

FORMS IN WHICH BUSINESSES MAY OPERATE.

THE LIMITED LIABILITY PARTNERSHIP (OR LLP) IS A NEW TYPE OF GENERAL 

PARTNERSHIP THAT IS BEGINNING TO SWEEP THE NATION. SIX STATES HAVE 

ALREADY ADOPTED IT (TEXAS, NORTH CAROLINA, LOUISIANA, DELAWARE,

PRESENTATION TO THE SENATE LABOR AND COMMERCE COMMITTEE ON



MISSISSIPPI, THE DISTRICT OF COLUMBIA). SIX OTHER STATES HAVE THE LLP 
LEGISLATION ON THE GOVERNOR’S DESK FOR SIGNATURE. ANOTHER FIFTEEN 
ARE EITHER CURRENTLY CONSIDERING ADOPTING IT OR PLAN TO CONSIDER IT 
THIS YEAR.

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

SMALL BUSINESS EXPERTS TYPICALLY CITE THE COMPLICATIONS ASSOCIATED 
WITH ORGANIZING A BUSINESS (AND KEEPING IT OPERATING) AS A MAJOR REA­
SON FOR BUSINESS FAILURE. LLP'S PROVIDE A FLEXIBLE FORM OF ORGANIZA­
TION FOR SMALL BUSINESSES THAT HELPS THEM OBTAIN PARITY WITH LARGER, 
BETTER CAPITALIZED ORGANIZATIONS WHICH CAN AFFORD THE ANCILLARY 
BENEFITS OF MORE COMPLICATED BUSINESS ORGANIZATIONS.

THE LIMITED LIABILITY PARTNERSHIP HAS MANY OF THE POSITIVE ATTRIBUTES 
OF A GENERAL PARTNERSHIP.

FIRST, IT IS SIMPLE TO FORM

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



THIRD, IT IS TAXED LIKE A PARTNERSHIP - MEANING THAT THE TAX LIABILITY 
FLOWS THROUGH DIRECTLY TO THE LLP'S PARTNERS AND THERE IS NO TAX AT 
THE ENTITY LEVEL.

THE LIMITED LIABILITY PARTNERSHIP ALSO HAS ONE OF THE POSITIVE AT­
TRIBUTES OF MORE COMPLICATED BUSINESS FORMS - PARTIAL LIMITED 
LIABILITY.

PARTNERS IN AN LLP ARE NOT PERSONALLY LIABLE FOR THE DEBTS AND OBLI­
GATIONS OF THE LLP ARISING OUT OF ERRORS, OMISSIONS, NEGLIGENCE, IN­
COMPETENCE OR MALFEASANCE COMMITTED IN THE COURSE OF THE PART­
NERSHIP BUSINESS BY ANOTHER PARTNER OR REPRESENTATIVES OF THE PART­
NERSHIP NOT WORKING UNDER THEIR DIRECTION OR SUPERVISION.

PLEASE NOTE THAT ALL PARTNERS CONTINUE TO BE PERSONALLY LIABLE

FOR THEIR OWNS ACTS AND OMISSIONS AND THE ACTS AND OMISSIONS OF 
PERSONS OVER WHOM THEY HAVE CONTROL. THE PARTNERS ALSO CONTINUE 
TO BE LIABLE FOR ALL OTHER DEBTS AND OBLIGATIONS OF THE PARTNERSHIP.

THE PARTNERSHIP IS LIABLE FOR ALL DEBTS AND OBLIGATIONS OF THE 
PARTNERSHIP AS WELL AS FOR ALL ACTIONS OF ITS OWNERS AND EMPLOYEES. 
THE CAPITAL OF A PARTNERSHIP WITH AN LLP DESIGNATION, AS WELL AS ALL 
OF ITS OTHER ASSETS AND INSURANCE, CONTINUE TO BE AT RISK FOR ALL. 
CLAIMS TO THE EXTENT THEY WOULD BE AT RISK IF THE PARTNERSHIP WAS 
NOT A LIMITED LIABILITY PARTNERSHIP.



WHILE THE OTHER FORMS OF ORGANIZATION THAT PROVIDE PROTECTION FOR 
THE PERSONAL ASSETS OF A BUSINESS OWNER (CORPORATIONS, PROFESSIONAL 
CORPORATIONS, AND LIMITED PARTNERSHIPS) ARE FAR MORE 
COMPREHENSIVE, GENERALLY COVERING M X  ACTION AGAINST THE ENTITY, 
THESE FORMS ALSO CARRY WITH THEM SIGNIFICANT COSTS AND REQUIRE A 
LEVEL OF SOPHISTICATION TO SET UP AND OPERATE.

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

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

FROM ALASKA'S PERSPECTIVE, IT WILL BE A TREMENDOUS ADVANTAGE TO 
OFFER BUSINESS THE LLP FORM FOR THE FOLLOWING REASONS.

THE LLP IS BUSINESS DEVELOPMENT ORIENTED STATES AT THE FOREFRONT 
OF ECONOMIC DEVELOPMENT ARE THERE BECAUSE THEY OFFER AN EXPANSIVE 
MENU OF ORGANIZATIONAL ALTERNATIVES FOR DOING BUSINESS ~  
CORPORATIONS, LIMITED LIABILITY COMPANIES, LIMITED PARTNERSHIPS,



PROFESSIONAL CORPORATIONS, LIMITED LIABILITY PARTNERSHIPS. AND SO ON. 
THEY ENABLE THE BUSINESSES IN THEIR STATES TO BE COMPETITIVE WITH
BUSINESSES FROM OTHER STATES AND ABROAD BY ENABLING THEM TO USE
THE BUSINESS FORM MOST SUITABLE TO THEIR BUSINESS SITUATION

ENACTMENT OF AN LLP IS CONSISTENT WITH PUBLIC POLICY POSITIONS AL­
READY ADOPTED BY THE STATE. LIKE ANY BUSINESS FORM, THE PARTNERS IN 
AN LLP ALWAYS REMAIN RESPONSIBLE FOR THEIR OWN ACTIONS, AND THE 
PARTNERSHIP REMAINS RESPONSIBLE FOR THE ACTIONS TAKEN ON ITS BEHALF 
BY EMPLOYEES OR PARTNERS.

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

AN LLP LAW WILL ENABLE ALASKA TO KEEP PACE WITH THE REST OF THE 
NATION AND ALLOW BUSINESSES THAT ARE RESIDENT HERE TO BETTER COM­
PETE WITH OUT OF STATE FIRMS.

FOR THESE REASONS WE URGE YOU TO ADOPT THIS LEGISLATION.

THANK YOU FOR ALLOWING ME TO APPEAR HERE. IF YOU HAVE ANY QUES­
TIONS, I WILL BE HAPPY TO TRY TO ANSWER THEM.



3ENT DY:Xerox Telecopier 7020 ! 3-30-94 ! 9^12AM I 9072643101- 34653756!# 2

LIABILITY CHART

L I M I T E D  C O R P O R A T IO N /  

G E N E R A L  L I A B I L I T Y  P R O F E S S IO N A L

E A R T N f i& S H T P  P A R T N E R S H IP  C O R P O R A T IO N  

(G P )  ( L .L .P . )
I s  a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  a l l  

c o m m e r c ia l  o b l ig a t io n s  o f  th e  p a r tn e r s h ip /c o r p o r a t io n

( b a n k  d e b t,  le a se s , w a g e s , e tc . )  Y  Y  n

I s  a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  h is /h e r

o w n  a c ts  Y  Y  y

Is  a  p a r tn e r s h ip /c o r p o r a t io n  l ia b le  f o r  a n y  a n d  a l l  a c ts

o f  a l l  p a r tn e r s /s h a re h o ld e rs  a n d  e m p lo y e e s  Y  Y  Y

A r e  a l l  p a r tn e r s h ip /c o r p o r a t io n  a s s e ts , in s u ra n c e  a n d  c a p ita l  

a c c o u n ts  o f  a l l  p a r tn e r s /s h a re h o ld e r s  a v a i la b le  t o  p a y  f o r  a n y

a n d  a l l  l i a b i l i t y  o f  t h e  p a r t n e r s h ip / c o r p o r a t io n  Y  Y  Y

Is  a  p a r tn o r /s h a r c h o ld e r  p e r s o n a l ly  l ia b le  f o r  th e  a c t  o f  a n

e m p lo y e e  w o r k in g  u n d e r  h is /h e r  s u p e rv is io n  Y  Y  N

I s  a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  th e  w r o n g f u l  

n e ts  o f  a n o th e r  p a r tn e r /s h a r e h o ld e r  o r  p e rs o n  n o t  u n d e r

t h e i r  c o n t r o l  Y  N  N



P A Y M E N T  R E S P O N S I B I L I T Y  -  G . P .  V S .  L . L . P .

A S S E T S  A V A I L A B L E  T O  P A Y  T H E S E :

A l l  P a r tn e r s h ip  A s s e ts

A l l  P a r t n e r s h ip  In s u ra n c e

A l l  P a r tn e r s  In v e s tm e n t  in  th e  P a r tn e r s h ip  

( C a p i t a l  A c c o u n t )

A l l  P e r s o n a l  A s s e ts  o f  t h e  P a r tn e r ,

W h e r e  P a r tn e r  C o m m it t e d  t h e  A c t

W h e r e  P a r tn e r  d id  n o t  C o m m i t  t h e  A c t

C O M M E R C I A L  B U S I N E S S  

O B L I G A T I O N  

G P .  L . L . P

Y

Y

Y

Y

Y

Y

J U D G M E N T  F O R  A  W R O N G F U L  

A C T .  O M I S S I O N .  E T C  

G .P .  L L P .

Y

Y

Y

Y

Y

Y

Y

N
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T h e  o n ly  t im e  a l im i t e d  l ia b i l i t y  p r o v is io n  c o m e s  in t o  e f fe c t  is  w h e n  a  w r o n g f u l  a c t ,  

o m is s io n s ,  e tc .  h a s  o c c u r r e d  a n d  th e  r e s u l t in g  ju d g m e n t  e x c e e d s  a l l  o f  th e  p a r tn e r s h ip  

asse ts , p lu s  a l l  o f  th e  p a r tn e r s h ip  in s u ra n c e , p lu s  a l l  o f  th e  c a p i ta l  a c c o u n ts  ( in v e s tm e n t  in  

p a r tn e r s h ip )  o f g U  o f  th o  p a r tn e rs .  A t  th a t  p o in t ,  a n d  n o t  u n t i l  th e n ,  d o  t h e  p e rs o n a l a s s e ts  

o f  th e  p a r tn e r s  c o m e  in t o  p la y .

I n  a  G P , a l l  p a r tn e r s  t o t a l  p e rs o n a l a sse ts  a re  a v a i la b le  t o  s a t is f y  th e  ju d g m e n t  a n d  a l l  

r e m a in in g  c o m m e r c ia l  o b l ig a t io n s .  A t  th e  p o in t  th e  p a r tn e r s  p e rs o n a l a s s e ts  a re  s u b je c t  t o  

a t ta c h m e n t ,  th e  p a r tn e r s h ip  is  b a n k ru p t ,  a l l  p a r tn e r s  h a v e  lo s t  t h e i r  in te re s t  in  th e  

p a r tn e r s h ip  a n d  a l l  p a r tn e r s  h a v e  lo s t  t h e i r  l iv e l ih o o d  t o  s a t is fy  th e  ju d g m e n t .

I n  a n  L L P  a ll p a r tn e r s  p e rs o n a l a sse ts  o re  a v a ila b le  t o  s a t is fy  a l l  th e  c o m m e r c ia l  

o b l ig a t io n s .  B u t  o n ly  th e  p e rs o n a l a ss e ts  o f  th e  p a r tn e r  w h o  c o m m it t e d  th e  a c t  a re  

a v a ila b le  t o  s a t is fy  th e  ju d g m e n t  f o r  th e  w r o n g f u l  a c t .  W h y  t a k e  t h e  in n o c e n t  p a r tn e r s  

h o u s e , c a r ,  a n d  s a v in g s  a c c o u n t ,  i f  th e y  d id  n o th in g ?

B u s in e s s e s  c a n  o b ta in  p r o te c t io n  t h r o u g h  th e  c o s t ly  p ro c e s s  o f  in c o r p o r a t io n ,  e tc . W h y  

n o t  a l lo w  a  le s s  c o s t ly ,  le s s  p r o te c t iv e  f o r m  o f  b u s in e s s  t o  b e  a v a i la b le  t o  b u s in e s s e s . I f  

b u s in e s s e s  d o  b u s in e s s  w i t h  c o ip o r a t io n s ,  p ro fe s s io n a l c o r p o r a t io n s  a n d  l im i t e d  

p a r tn e r s h ip s  ( a l l  o f  w h ic h  h a v e  f a r  m o r e  p a r tn e r /s h a r e h o ld e r  p r o t e c t io n )  w h y  n o t  L L P 's .
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I s  a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  a l l  

c o m m e r c ia l  o b l ig a t io n s  o f  th e  p a r t n e r s h ip / c o r p o r a t io n  

( b a n k  d e b t,  le a s e s , w a g e s , e tc . )

I s  a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  h is /h e r  

o w n  a c ts

Is  a  p a r t n e r s h ip / c o r p o r a t io n  l ia b le  f o r  a n y  a n d  a l l  a c ts  

o f  a l l  p a r tn e r s /s h a re h o ld e r s  _ n d  e m p lo y e e s

A r e  a l l  p a r t n e r s h ip / c o r p o r a t io n  a s s e ts , in s u ra n c e  a n d  c a p ita l  

a c c o u n ts  o f  a l l  p a r tn e r s /s h a r e h o ld e r s  a v a ila b le  t o  p a y  f o r  a n y  

a n d  a l l  l i a b i l i t y  o f  th e  p a r tn e r s h ip /c o r p o r a t io n

Is  a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  t h e  a c t  o f  a n  

e m p lo y e e  w o r k in g  u n d e r  h is /h e r  s u p e rv is io n

I b a  p a r tn e r /s h a r e h o ld e r  p e r s o n a l ly  l ia b le  f o r  th e  w r o n g f u l  

a c ts  o f  a n o th e r  p a r tn e r /s h a r e h o ld e r  o r  p e rs o n  n o t  u n d e r  

t h e i r  c o n t r o l

G E N E R A L

P A R T N E R S H IP

(G P )

L I M I T E D

L I A B I L I T Y

P A R T N E R S H IP

( L .L .P . )

C O R P O R A T IO N /

P R O F E S S IO N A L

CflRPQMnPN

N

N

N

N



PAYMENT R E S P O N S I B I L I T Y  -  G.P. V S .  L . L . P .

A S S E T S  A V A I L A B L E  T O  P A Y  T H E S E :

All Partnership Assets

All Partnership Insurance

•A ll P a r tn e r s  In v e s tm e n t  in  th e  P a r tn e r s h ip  

( C a p i ta l  A c c o u n t )

A l l  P e r s o n a l A s s e ts  o f  t h e  P a r tn e r ,

Where Partner Committed the Act

W h e r e  P a r tn e r  d id  n o t  C o m m i t  She A c t

C O M M E R C I A L  B U S IN E S S  

O B L I G A T I O N

G .P .  L . L . P .

Y

Y

Y

Y

Y

Y

Y

Y

J U D G M E N T  F O R  A  W R O N G F U L  

A C T .  O M I S S I O N .  E T C  

G . P .  L L P

Y

Y

Y

Y

Y

Y

Y

N



T h e  o n ly  t im e  a l im i t e d  l ia b i l i t y  p r o v is io n  c o m e s  in to  e f fe c t  is  w h e n  a  w r o n g f u l  a c t ,  

o m is s io n B , e tc .  h a s  o c c u r r e d  a n d  th e  r e s u l t in g  ju d g m e n t  e x c e e d s  a l l  o f  th e  p a r tn e r s h ip  

a sse ts , p lu s  a l l  o f  th e  p a r tn e r s h ip  in s u ra n c e , p lu s  a l l  o f  t h e  c a p ita l  a c c o u n ts  ( in v e s tm e n t  in  

p a r tn e r s h ip )  o f  a l l  o f  t h e  p a r tn e rs .  A t  th a t  p o in t , a n d  n o t  u n t i l  th e n ,  d o  th e  p e rs o n a l a sse ts  

o f  th e  p a r tn e r s  c o m e  in t o  p la y .

I n  a  G P , a l l  p a r tn e r s  t o t a l  p e rs o n a l a sse ts  a re  a v a ila b le  t o  s a t is fy  th e  ju d g m e n t  a n d  a l l  

r e m a in in g  c o m m e r c ia l  o b l ig a t io n s .  A t  th e  p o in t  t h e  p a r tn e r s  p e rs o n a l a s s e ts  a re  s u b je c t  t o  

a t ta c h m e n t ,  th e  p a r tn e r s h ip  is  b a n k ru p t ,  a l l  p a r tn e r s  h a v e  lo s t  t h e i r  in te r e s t  in  th e  

p a r tn e r s h ip  a n d  a l l  p a r tn e r s  h a v e  lo s t  t h e i r  l i v e l ih o o d  t o  s a t is fy  th e  ju d g m e n t .

I n  a n  L L P  a l l  p a r tn e r s  p e rs o n a l a sse ts  a re  a v a ila b le  t o  s a t is fy  a l l  th e  c o m m e r c ia l 

o b l ig a t io n s .  B u t  o n ly  th e  p e rs o n a l a sse ts  o f  th e  p a r tn e r  w h o  c o m m it t e d  th e  a c t  a re  

a v a i la b le  t o  s a t is fy  th e  ju d g m e n t  f o r  th e  w r o n g f u l  a c t. W h y  ta k e  th e  in n o c e n t  p a r tn e rs  

h o u s e , c a r ,  a n d  s a v in g s  a c c o u n t ,  i f  th e y  d id  n o th in g ?

B u s in e s s e s  c a n  o b ta in  p r o te c t io n  t h r o u g h  th e  c o s t ly  p ro c e s s  o f  in c o r p o r a t io n ,  e tc .  W h y  

n o t  a l lo w  a  le s s  c o s t ly ,  le s s  p r o te c t iv e  f o r m  o f  b u s in e s s  t o  b e  a v a i la b le  t o  b u s in e s s e s . I f  

b u s in e s s e s  d o  b u s in e s s  w i t h  c o rp o r a t io n s ,  p ro fe s s io n a l c o r p o r a t io n s  a n d  l im i t e d  

p a r tn e r s h ip s  ( a l l  o f  w h ic h  h a v e  f a r  m o r e  p a r tn e r /s h a r e h o ld e r  p r o t e c t io n )  w h y  n o t  L L P 's .
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Limited
Liability

Participation in 
Management

Transferability ot 
Interests

Continuity o t Lifo

Certainty ot 
Ciasslficatlon

Qualification

Num ber of Owners

C O M PARISO N OF V A R IO U S FO R M S

INDIVIDUAL
OWNERSHIP PARTNERSHIP

No

Yes

Yes

N/A

14/A

N/A

Limited partners have 
protection from the 
partnership's debts unless 
provided otherwise

Participation by limited 
partners generally must ba 
restricted to preserve 
limited liability

Restrictions are Imposed 
by state law, by socurttios 
laws and generally by Uie 
partnership agreement

Generally, no

Yes However, a limited 
partneiship must lack two 
of four corporate 
characteristics 
(i) limited liability, (it) free 
transferability of interests; 
(Hi) continuity of life and 
(iv) centralized 
management.

A limited partnership 
generally naeda an 
individual general partner 
or a corporate general 
partner with substantial 
assets.

REGISTERED LIMITED  
LIABILITY PARTNERSHIP

Same as general partnership 
except partners not liable for 
errors and amissions of other 
partners.

No restrictions

Restrictions are Imposed by 
state law, by socurltles laws 
and generally by the 
partnership agreament

Generally, no

May lack three, and possibly 
four, of tho corporate 
characteristics.

No restrictions othor than 
insurance requirement.

LIMITED LIABILITY  
C O MPANY ("LLC")

All members have 
proteclion from the LLCs 
debts unless provided 
otherwise

No restrictions

Restrictions are imposed 
by state laws, securities 
laws and LLC Regulations, 
if any.

Generally, no

Yes. However, an LLC 
must lack free 
transforability of interest 
and continuity of life 
Occasionally, an LLC may 
lack centralized 
management As to a 
single-member LLC, it is 
not clear.

No restrictions

S CORPORATION  

Ail shareholders

No restrictions

Restrictions are 
imposed by securities 
laws and by a 
shareholders' 
agreement, If any.

Yes

Yes, However, any 
shareholder may 
cause loss of tax 
status.

N/A At least 2 At least 2 No restrictions, but at least 
2 to he considered a 
partnership far tax purpose

There are various 
eligibility 
requirements 
including a restriction 
on the number and 
type of shareholders 
on the ownership 
subsidiaries

1 to 35

•i-

c c o r p o r a t io n  

Ail shareholders

N restrictions

Restrictions are 
imposed by securities 
laws and by a 
shareholders' 
agreement, if any

Yes

Yes

No restrictions

No restrictions
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INDIVIDUAL
OWNERSHIP PARTNERSHIP

REGISTERED LIMITED 
LIABILITY PARTNERSHIP

Types of Owner

Classes of 
Ownership Interest

Ability to da 
business In other 
states

Levels o f Income 
Tax

Formation

Special Allocations 
o i Income and Loss

Deductibility of 
Losses

N/A Any Any

N/A Multiple classes are Multiple classes are
permitted permitted

Y ts  Yes Unclear

One Partner level only Partner level only

N/A Nontaxable unless 
disguised sale or the 
partner Is relieved tram 
debt

Nontaxable unless disguised 
sale or  the partner is relieved 
from debt.

N/A

No problem

Yes

Partners may deduct Ihe 
partnership's losses only 
to the extent of thaii tax 
basis in their partnership 
interest which includes 
their allocable share of 
partnership debt.

Yes

Partners may deduct the 
partnership's losses only to 
tho extent of their tax basis in 
their partnership interest 
which includes their allocable 
share of partnership debt

LIMITED LIABILITY 
COMPANY ("LLC"!

Any

Multiple classes are 
permitted.

Unclear in those states that 
do not have the LLC form.

S CORPORATION

Ownership is limited 
to U.S. residents and 
cibzens and to certain 
U.S. trusts

One. However, there 
can be differences in 
voting rights

Yes

C CORPORATION 

Any

Multiple classes are 
permitted

Yes

Member leva) only

Nontaxable unless 
disguised sale or tha 
member is relieved from 
debt

Members may deduct the 
LLCs losses only to the 
extent of their tax basis in 
their LLC interost which 
Includes their allocable 
share ot LLC debt

Generally, only 
shareholder ievot. 
However, former C 
corporations may be 
subject to tax. In 
addition, some stales 
will tax S 
corporations.

Taxable. However, if 
tho transferors meet 
the 80% coatfo! test 
o flR C § r5 1 . 
nontaxable except to 
tho extent of debt 
relief.

No, all allocations are 
pro r8ta.

Shareholders may 
deduct the 
corporation's losses 
only to the extent of 
their tax basis in (heir 
stock which does not 
include any portion ol 
the corporation's debt

Corporals and 
shareholder level

Taxable However, if 
the transferors meet 
the 80% control test 
of IRC §351, 
nontaxutfle except to 
the extent of debt 
relief

Shareholders may not 
deduct any of the 
corporation's losses
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Passive Activ ity  
Lim itations

INDIV IDUA L
O W N E P S H iP

All "material
participation"
tests
applicable

Fiscal Year Calendar

Cast) D istributions N /A

Liquidation N/A

P A R TN ER SH IP

Limited partner can be 
active under only 3 of 7 
tests (i.e., ossentially, the 
limited partner must 
participate in the activity 
for 500  hours).

Generally calendar

Nontaxable to the extent 
of a  partner's tax basis in 
his partnership interest

Nontaxable to tho extent 
ol a partner's tax basis in 
his partnership Interest.

R EG ISTER ED L IM IT E D  
LIABILITY PAR TN ERSHIP

Unclear

Generally calendar

Nontaxable to ths extent of a 
partner's tax basis in his 
partnership interest.

Nontaxable lo the extent of a 
partner's lax basis in his 
partnership interest

NOTE: Adapted from State Bar of Texas, Section of Taxation Newsletter, October 1991. p. 3.

-in-

L IM ITE D  L IA BILITY
C O M PAN Y r 'L L C " t S C O R P O R A TIO N

It is not clear whether Ail 7 tests appfy
Members or Managers can 
qualify under all 7 or only 3 
tests

Generally calendar Generally calendar

Nontaxable to the extent of 
a member's tax basis in his 
LLC Interest,

Generally nontaxable 
to the extent of the 
shareholder's tax 
basis in his stock

Nontaxable to the extent of 
e member's tax basis in his 
LLC interest.

Generally, nontaxable 
at corporate level and 
taxable at shareholder 
level through flow- 
through of corporate  
tax items.

N/A

C CO RPO RATIO N

N o  r e s tr ic tio n s

Taxable as dividends 
to the extent of tho 
corporation's earnings 
and profits and then 
nontaxable to the 
extent of the 
shareholder's tax 
basis in his stock

Taxable to both 
corporations and 
shareholders.
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F I S C A L  N O T E
STATE OF ALASKA
1594 LEGISLATIVE SESSION
Revision Date:
Title:

BILL NO. SB 348

An Act relating to partnerships
Dept. Aftec*od: Alaska Court System
BRU; T ria l C o u rts___________

Components:

Sponsor:
R e q u e s to r :

Labor & Commercs
COMPONENT SERIAL NO. 768

EXPEN DfRJRES/REYENUES (Thousands ol Dollars)
o p e r a t in g  e x p e n d it u r e s F Y  9 5 F Y  9 6 F Y  9 7 F Y  9 8 F Y  9 9 F Y 0 0
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS & CLAIMS
TOTAL OPERATING 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

CAPITAL EXPENDITURES

CHANCE IN REVENUES ( )

FUND SOURCE (T h o u s a n d s  o l D o lla rs )

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Recsipis
1006 GF/MHTIA 
Other

0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS

FULL-TIME
PAFIT-TIME
TEMPORARY

Estimate of current year (FY 94) cost $ None

ANALYSIS: (Attach a separate page if necessary) 
No fiscal impact.

Prepared by: C. S. Christensen III, Staff Counsel 
Agency: Alaska Court System

h
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Approved ’ Arthur H. Snowden, H, Administrative Director ^
Agency: Alaska Court System_____________________________________Date:

Phone:
Date:
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 348

Revision D a te :____________________
Title: An Act relating to partnerships

Sponsor: Senate Labor & Commerce 

Requestor:_________________________

Department Affected: Commerce and Economic De'iclopment
BRU: Banking, Securities and Corporations_________________
Component:____________________________________ j_________

C O M P O N E N T  S E R I A L  N O .  1233

Expendilures/Revenues:

O P E R A T I N G  E X P E N D I T U R E S FY 95 FY 96 FY 97 FY 98 FY 99 FYOO

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

T O T A L  O P E R A T I N G 0 0 0 0 0 0

C A P I T A L  E X P E N D I T U R E S 0 0 0 0 0 0

C H A N G E  IN  R E V E N U E S  ( ) 0 0 0 0 0 0

F U N D  S O U R C E
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
Other 0 0 0 0 0 0
T O T A L 0 0 0 0 0 0
Estimate of current year (FY 94) cost: $ 0
P O S I T I O N S
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Prepared by: Willis F. Kirkpatrick, Director, /  
Division: Banking, Securities and Corporations,

Approved by Commissioner: Paul Fuhs
Agency: Commerce and Economic Development

Phone: 465-2521 
Date:

Date:

Rev 11/93
WrK/KP/dgT31 Ifn.Kp

PREPARER TO PROVIDE A LL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
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A l a s k a  S t a t e  L e g i s l a t u r e

S e n a t o r  T im  K e lly ,  C h a ir

Senator Steve Rieger, Vice Chair 
Senator Bert Sharp 
Senator Judy Salo 
Senator Georgianna Lincoln

STATE CAPITOL SUITE 101 
JUNEAU, ALASKA 99301-1132 
PHONE (907) 465-3322 
FAX: (907)465-3756

SENATE LABOR AND COMMERCE 
COMMITTEE

716 W 4TH, SUITE 400 
ANCHORAGE, AK 99501-2133 
PHONE' (907) 253-3180 
FAX: (907) 258-4524

SU M M A RY  & A N A LYS IS  OF CS SB 356 (L & C )
CS SB 356 (L&C) would 1) Exempt amateur sports officials employed on a 
contractual basis from worker's com pensation coverage; 2) Remove employers 
from worker’s com pensation liab ility  for their em ployees if they are voluntarily 
partic ipating in a recreational activ ity  sponsored by the em ployer.

compensation, to include persons employed as sports o ffic ials on a contractual 
basis who officiate at sports events in which the players are not compensated. 
This would include umpires, referees, judges, scorekeepers, tim ekeepers and 
others who are neutral partic ipan ts in a sports event.

This section was necessitated follow ing an audit of the Anchorage Sports 
Association by their insurance carrier in the fall o f 1992, in which they asserted 
the A ssociation must pay workers' com pensation prem ium s for contracted 
umpires and other sports officials. P rior to that, the association did not consider 
umpires and other sports officials as their em ployees as they were hired on 
contract. The A ssociation contested their carrier's position, but the D ivision of 
Insurance agreed with the insurance carrier that under state law such officials 
must be considered employees of the A ssociation.

The National Council on Compensation Insurance (N.C.C.I.) has classified these 
officials under a ranking of extremely high risk, that o f professional athlete. The 
N.C.C.I. was asked to re-classify this job  category to a ranking o f groundskeeper, 
but the N.C.C.I. declined. The result, according to sports officials' associations, 
will cause sports organizations which contract with sports offic ia ls to pay 
anywhere between 17 and 54% of their compensation for offic ia ting to cover 
workers' com pensa tion  prem ium s.

The Anchorage Sports A ssociation appealed this decision to the A ttorney 
General's Office and a decision is pending. However, under current law, it is not 
felt their appeal will be successful.

S e c tio n  1: Amends AS 23.30.230(a), persons not covered by workers'

This section is designed to elim inate this problem  by exem pting am ateur sports 
officials from workers' com pensation coverage as is done for o ther contractual 
groups. Workers' compensation laws were designed to provide medical and



CS SB 356 (L&C) - Analysis 
Page 2

income replacem ent for injured workers. W hereas few, if any, am ateur sports 
officials are injured while officiating, the curren t high insurance prem ium s do 
not accurately reflect the amount of risk they experience as officials.

This section is supported by sporting associations and officials' groups 
throughout the state. Included in the packets are letters of support from  these 
g roup s.

S ec tio n  2: Amends AS 23.30.265(2), Definitions, to provide that
"em ployer sanctioned activ ities" do not include recreational ac tiv ities unless the 
activity occurs at a remote job  site or on the employment prem ises.

Recent court in terpretation has held that employers are liable for their 
employees' in juries while the employees are partic ipating in an optional 
em ployer sponsored recreational activity. This has placed generous A laskan 
em ployers in jeopardy concerning team sponsorships. For example, an em ployer 
supplies uniforms, umpiring fees, field rental fees or o ther team related items, 
the courts have treated that involvem ent as an employer-sanctioned activ ity .
The resu lt has been that many employers are reluctant to increase their risk and 
legal exposure for a recreational activity and are less likely to support 
recrea tional leagues th roughout A laska.

This section offers a solution by providing that as long as the partic ipation is 
voluntary and not a condition of employment then no workers' com pensation 
liab ility  extends to the employer/sponsor.
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APPENDIX— Continued

Villages' subsistence life styles wouid be 
minimally affected by the Cascaden dispos­
al. There was a reasonable basis fo r the 
decision by DNR to hold the land disposal 
at Cascaden. The decision was not unrea­
sonable, arbitrary, or an abuse of discre­
tion. The Decision of the DNR is hereby 
affirmed.

DATED at Fairbanks, Alaska, this 24 
day of May, 1990.

/s / Richard D. Saveli 
RICHARD D. SAVELL 
Superior Court Judge

Judi J. LeSUEIW OHNSON, Appellant, 

v.

R O LLIN S-BU R D IC K HUNTER OF 
ALASKA and National Union Fire 

Insurance Co., Appellees.

No. 3681.

Supreme Court of Alaska.

April 12, 1991.

Employee who was injured while play­
ing softball on employer-sanctioned team at 
employer-provided field sought workers' 
compensation benefits. The Workers' 
Compensation Board awarded benefits and 
the Superior Court reversed and remanded. 
Ou remand, the Board denied benefits and 
appeal was taken. The Superior Court, 
Third Judicial District, Anchorage, Ralph 
Stemp, J., affirmed and employee appealed. 
The Supreme Court held that employee was 
entitled to benefits.

Reversed and remanded.

1. W orkers’ Compensation «=664
Employee who was injured while play­

ing softball on employer-sanctioned team at

fieid rented by league to which employer 
paid money for ball field rental was enti­
tled to workers' compensation benefits. 
AS 23.30.265(2).

2. W orkers’ Compensation «=664

Portion o f workers' compensation stat­
ute defining “ arising out of and in the 
course o f employment”  with regard to em­
ployer-sanctioned activities at employer- 
provided facilities is not limited to remote 
job sites as statute is written. AS 23.30.- 
265(2).

Chancy Croft, Anchorage, fo r appellant.

Patricia L. Zobel, Deirdre D. Ford. Sta­
ley, DeLisio, Cook & Sherry, Anchorage, 
for appellees.

Before MATTHEWS, C.J., and 
RABINO W ITZ, BURKE, COMPTON and 
MOORE. JJ.

OPINION 

PER CURIAM .

[ 1 ] Appellant Judi LeSuer-Johnson (Le- 
Suer) was injured on June 4, 1986, while 
playing softball at an Anchorage ballpark 
for the Rollins-Burdick Hunter (RBH) 
team against an “ insurance league”  oppo­
nent The in jury occurred after work 
hours, on a field rented by the insurance 
league. LeSuer,. an employee of RBH, 
filed a claim fo r workers' compensation, 
alleging that the in jury arose out of and in 
the course o f her employment. An Alaska 
statute enacted in 1982 defines "arising out 
of and in the course of employment”  to 
include

employer-required or supplied travel to 
and from  a remote job site; activities 
performed a t the direction or under the 
control o f the employer; and employer- 
sanctioned activities at the employer-pro­
vided facilities; but excludes activities of
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a personal nature away from employer- 
provided facilities.

AS 23.30.265(2).

LeSuer's argument that her injury arose 
out of and in the course o f her employment 
is based on her employer's connection to 
the softball team. RBH provided balls, 
bats, T-shirts and caps for the team mem­
bers. It  paid S250 to the league's organiz­
ers who rented the ballfield and purchased 
bases. RBH encouraged its employees to 
either play on the team or attend the game 
as spectators. In her job interview LeSuer 
was asked if  she played softball and if  she 
■.vouid like to play on the company team. 
She stated that joining the team was volun­
tary, but she personally felt pressured to 
play by co-employees who wanted to be 
sure that RBH had enough players to field 
the team each week.

The Workers' Compensation Board found 
for LeSuer. The board concluded that par­
ticipation on the softball team was both 
employer-sanctioned and that it occurred at 
an employer-provided facility;

We find RBH gave support and encour­
agement for their employees to partic­
ipate on the team. By paying the league 
fee, providing part of the uniform, pro­
viding bats and balls and permitting em­
ployees to perform activities such as 
picking up the T-shirts and hats as part 
of their work duties RBH sanctioned the 
activity___

Next we consider whether the injury 
occurred at an employer-provided facili­
ty. Defendants argued that the injury 
was not on Employer's premises. How­
ever, tae legislature chose to use the 
term "facility '' and not premises. We 
find this terminology distinction is impor­
tan t Thus the injury does not have to 
occur on an employer's property to be 
compensable.

The term "provide" is defined in Web- 
cter at 1144 as "to make available, sup­
ply, afford; furnish w ith  ”  We find
that paying the league fee RBH made 
available to its employees a field on 
which to play softball. We conclude that

the softball game was at an employer- 
provided facility.

RBH appealed the board's decision to the 
superior court. The court held that where, 
as here, a remote job site was not involved, 
a four-part test rather than the two-part 
test set out in the statute was appropriate. 
The court stated:

The criteria analyzed in Larson, 1 A  The 
Law o f Workman's Compensation 
§ 22.24(aHf), for determining whether 
an injury on a company team is compen­
sable are the appropriate factors to 
weigh in deciding this case. They are 
primarily the time and place of the recre­
ation, the degree of the employer initia­
tive and encouragement, the financial 
support and equipment furnished, and 
the benefit to the employer.

The court remanded this case to the 
board for an analysis using these factors. 
On remand, the board found in favor of 
RBH with one member dissenting.

LeSuer then appealed to the superior 
court, which affirmed the board’s decision 
on remand. LeSuer now appeals this deci­
sion.

[ 2 ] In our view, the firs t decision of the 
board was correct. That portion of AS 
23.30.265(2) which pertains to employer- 
sanctioned activities at employer-provided 
facilities is not limited to remote job sites 
as the statute is written. I f  the legislature 
had intended such a limitation it could have 
easily been expressed. The board’s conclu­
sions that playing fo r the RBH softball 
team was employer-sanctioned and that the 
in jury occurred at an employer-provided fa­
cility are supported by substantial evi­
dence.

For the above reasons, the decision of 
the superior court is REVERSED and this 
case is REM ANDED to reinstate the first 
decision o f the board.

(o ^ mrnuHnt vtntH^
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Revision Date.  Department Affected: Labor________________
Title: Workers' Compensation for___________  BRU: Workers' Compensation____________
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FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: S None

ANALYSIS: (Attach a separate page if necessary)
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Prepared by: Paul B. Arnoldt, Director / P h o n e : 465-2790
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 356

Revision Dale: ______________________________________

Title: ‘An Act relalinq lo recreational activities sponsored

by an employer. . .  ‘__________________________________

Sponsor: Senate Labor and Commerce________________

Requestor Senate Labor and Commerce_______________

EXPENDITURES/REVENUES:

Department Alfected: Administration

BRU: Risk Manaqemert___________

Component:

COMPONENT SERIAL NO. _71_

(Thousands of Dollars)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES 0 0 0 0 0 0

CHANGE IN REVENUES ( ) 0 0 0 0 0 0
FUNDING SOURCE: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 0 0 0 0 0 0
Estimate of any current year (FY 94) cost: S 0 

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: J. Brad Thompson, Director 
Division: Risk Management

Approved by Commissioner Nancy Bear UseraY

Phone; 465-5723 
Date:

Agency: Department of Administration Date:

Rev 01/94
IA.8g94AM910.kp

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribwion information call the Governor's Legislative Office

Page _1 of 1



S T A T E  O F  A L A S K A

1 9 9 4  L E G IS L A T IV E  S E S S IO N

FISCAL NOTE
B IL L  N O  : SB 356

Revision Date:_ 
Title: Workers' Compensation for

Department Affected: Labor
BRU; Workers' Compensation

Recreational Activities Component: Workers' Compensation
Sponsor:
Requestor:

Senate Labor & Commerce
Senate Labcr & Commerce COMPONENT SERIAL NO. 3 4 4

EXPENDITURES/REVENUES:
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE 
FUND SOURCE:

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: S None

ANALYSIS: (Attach a separate page if necessary)

/
Prepared by: Paul B. Arnoldt. Director t Phone : 465-2790
Division: Workers' Compensation D ate : 3/15/94

Approved by Commissioner: Charles W. M W e r r P ' /
Agency: Department of Labor L - Date: 3/15/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

i i r n i i i T r i n i i i i i i i i i i M i B i i i B i i i i i i i i
Rev 11/92
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 356

Revision Date: ______________________________________

Title: ’An Act relating to recreational activities sponsored

by an employer. . .  '__________________________________

Sponsor: Senate Labor and Commerce________________

Department Affected: Administration

BRU: Risk Management___________

Component:

Requestor Senate Labor and Commerce

EXPENDITURES/REVENUES

C O M P O N E N T  S E R I A L  N O .  _71_

(Thousands of Dollars)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES _

EQUIPMENT _

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

T O T A L  O P E R A T I N G 0 0 0 0 0 0

CAPITAL EXPENDITURES 0 0 0 0 0 0

CHANGE IN REVENUES ( ) 0 0 0 0 0 0
FUNDING SOURCE: (Thousands of Dollars)

1 0 0 2  Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

T O T A L 0 0 0 0 0 0
Estimate of any current year (FY 94) cost: $ 0 
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)

/ ~ \ r \

Prepared by: J. Brad Thompson, Director V i------------------ - Phone: 465-5723
Division: Risk Manaqement Date:

Approved by Commissioner. Nancy Bear Usera\t\ \

V

\ K /  /  ,
Aqencv: Department of Administration \ \  l \  A | \  /  Date:V\ i\
Rev 01/94
1Aog94W4910>p

PREPARER TO PROVIDE A L l\ DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribuiion information call the Governor's Legislative Office

Page _1 of __1_



STATE OF ALASKA
1.994 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 356

Revision Date: _______________________________________

Title: 'An Act relatino to recreational activities sconsoied

by an em ployer. . .  ‘__________________________________

Sponsor: Senate Labor and Commerce________________

Requestor Senate Labor and Commerce_______________

Department Affected: Administration

3RU: Risk Management___________

C om ponen t:______________________

COMPONENT SERIAL NO. 71

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 0 0

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES 0 0 .0 0  0 0

CHANGE IN REVEN U ES ( ) 0 0 0 0 0 0

FUNDING SOURCE: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1CJ6  GF/MHTIA

OTHER

TOTAL 0 0 0 0 0 0

Estimate of any current year (FY 94) cost: i  0

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: J. Brad Thompson, Director 
Division: Risk Management

Approved by Commissioner Nancy Bear Usera 

Agency: Department of Administration

Oranges in < 1 5  5 0  55~L ( t * Q  
have no fiscal impact:. This 
fiscal note is appropriate.

datfe Ccdte Aide (inii(initial)
Phone: 465-5723 

Date:

/

~7

Rev 01/94
R«B94fl/49t0,fp

PREPARER TO PROVIDE ALI\ DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribwion information call the Governor’s Legislative Office
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F I S C A L  N O T E

Revision Dale:
Title:

S T A T E  O F  A L A S K A

1 9 9 4  L E G IS L A T IV E  S E S S IO N

Workers' Compensation lor 
Recreational Activities

B I L L  N O  : s a  356

Labor

Sponsor: Senate Labor & Commerce
Requestor: Senate Labor & Commerce

Department Affected:
BRU: Workers' Compensation
Component: Workers' Compensation

COMPONENT SERIAL NO. 3 4 4

EXPENDITURES/REVENUES:
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 | FY 00

PERSONAL SERVICES I !
TRAVEL I I
CONTRACTUAL I I
SUPPLIES I I
EQUIPMENT I
LAND & STRUCTURES I
GRANTS.CLAIMS I I
MISCELLANEOUS I
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 j 0.0

CAPITAL

REVENUE 
FUND SOURCE:

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match L
1004 GF
1005 GF/Prcgram Receipt
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: $ None

ANALYSIS: (Attach a separate page if necessary)

Z .

C h a n g e s  i n

h a v e  n o  f i s c a l  i m p a c t .  T h i s  

o a t h  Goj f i t e  A i d e  ( i n i t i a l )

jL
Prepared by: Paul B. Arnoldt. Director
Division: Workers' Compensation

Approved by Commissioner: Charles W. MWilarr
Agency: Department of Labor

Phone  

Date :

465-2790
3/15/94

Date: 3/15/94

PREPARER TO PRO VIDE A L L  D IS TR IB U TIO N  CO PIES TO G OVERNO R'S LE G IS LA T IV E  OFFICE
For further d is tribu tion  in form ation call the G overnor's Legislative O ffice

Rev 11/92 Page 1 of 1
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W O R K  D R A F T W O R K  D R A F T

8-LS1812ME
Ford

3/16/94

W O R K  D R A F T

CS FOR SENATE BILL NO. 356(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION 

BY TH E SENATE LABOR AND CO M M ERC E C O M M ITTE E

Offered:
Referred:

Sponsor(s): SENATE LABO R  AND COMM ERCE C O M M ITTEE

A BILL 

FOR AN ACT ENTITLED 

"An Act excluding certain sports officials and certain recreational activities 

sanctioned by an employer from coverage provided under workers’ compensation; 

and providing for an effective date."

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

* Section 1. AS 23.30.230(a) is amended to read:
(a) The following persons are not covered by this chapter: 

part-time baby-sitters;
1 (2) cleaning persons;

\)P tAv ,  '  (3) harvest help and similar part-time or transient help;
i E-L- (4) persons employed as sports officials on a contractual basis
^  and who officiate only at sports events in which the players are not compensated;

in this paragraph, "sports official" includes an umpire, referee, judge, 
scorekeeper, timekeeper, organizer, or other person who is a neutral participant 
in a sports event;

-1- CSSB 356(L&C)
Now T e x t: U n d e : d in e d  [D E LE TE D  TE X T  BRACKETED]



(5) persons employed as entertainers on a contractual basis;
(6) [(5)] commercial fishermen, as defined in AS 16.05.940; and
(7) [(6)] individuals who drive taxicabs whose compensation and 

written contractual arrangements are as described in AS 23.10.055(13), unless the 
hours worked by the individual or the areas in which the individual may work are 
restricted except to comply with local ordinances.

* Sec. 2. AS 23.30.265(2) is amended to read:
(2) "arising out of and in the course of employment" includes 

employer-required or supplied travel to and from a remote job site; acdvities performed 
at the direction or under the control of the employer; and employer-sanctioned 
activities at employer-provided facilities; but excludes activities of a personal nature 
away from employer-provided facilities; "employer-sanctioned activities” do not 
include recreational activities unless the activity occurs

(A) at a remote job site; or
(B) on the employment premises;

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

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

CSSB 356(L&C) -2-
Nnw T e x t  U n d e r l i n e d  (D E LE TE D  TE X T  BR AC KETED ]



March 9, 1994

PATRICIA A. LILLIAN 
Alaska State Commissioner 

2950 Drake Drive 
Anchorage, Alaska 99508  

(907) 2 7 2 7 6 8 3

Honorable Eldon Mulder 
Alaska House of Representatives 
Juneau, AK 99811
Dear Mr. Mulder:
I want to speak in favor of House Bill 290. This bill addresses an extremely 
important issue, the Worker's Compensation exemption for amateur sports 
officials.
Speaking for the sport of softball in particular, this issue bears directly on the 
ability of several Alaska communities to continue to be able to afford the cost of 
recreation programs. The additional burden of an exorbitant rate for a program 
which has no history of claims seems less than reasonable.
The number of sports officials, programs, and communities this affects, is 
significant.
Please continue the efforts to exempt these officials from the Worker’s 
Compensation coverage requirement.
Sincerely,

Patricia A. Lillian 
Alaska Commissioner 
Amateur Softball Association



M a t * S u  S o f t b a l l  A s s o c i a t i o n ,  i n c .

P.O. Box 875550 
Wasllla, Alaska 99687

(907) 376-9050

M a r c h  1 0 ,  1 9 9 4

S U P P O R T  O F  H O U S E  B I L L  NO. 290

T o  A l l  M e m b e r s  o f  t h e  H o u s e  a n d  S e n a t e :

I  a m  w r i t i n g  t o  u r g e  y o u r  s u p p o r t  o f  H o u s e  B i l l  N o .  2 9 0  r e g a r d i n g  

t h e  e x e m p t  s t a t u s  o f  c o n t r a c t e d  s p o r t s  o f f i c i a l s  w o r k i n g  w i t h  u n ­

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

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

m u s h i n g ,  r o d e o  a n d  a l l  o t h e r  a m a t e u r  s p o r t s .

P l e a s e  k e e p  i n  m i n d  t h a t  t h e  W o r k m a n ’ s  C o m p e n s a t i o n  r e q u i r e m e n t  d i d  

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

T h e  M a t * S u  S o f t b a l l  A s s o c i a t i o n  h a s  p a i d  W o r k m a n ' s  C o m p e n s a t i o n  o n  

o u r  u m p i r e s ,  s c o r e k e e p e r s , a n d  t o u r n a m e n t  d i r e c t o r s  s i n c e  a  1 9 9 2 - 9 3  

i n s u r a n c e  a u d i t  r e v e a l e d  t h e  r e q u i r e m e n t .

W h i l e  r e s e a r c h i n g  t h e  i n s u r a n c e  r e q u i r e m e n t s ,  1 f o u n d  t h a t ,  w h i l e  

b r a n c h e s  o f  t h e  s t a t e  g o v e r n m e n t  d i s a g r e e  w i t h  t h e  r e q u i r e m e n t  o f  

t h i s  i n s u r a n c e ,  t h e y  d i d  a g r e e  o n  t h e  f i n e s  f o r  n o t  h a v i n g  i t .

I  f o u n d  t h a t  t h e r e  h a v e  b e e n  n o  r e p o r t e d  i n s t a n c e s  o f  i n j u r y  b y  a n y  

s u c h  s p o r t s  o f f i c i a l  i n  t h i s  s t a t e  a n d  t h a t  o u r  i n s u r a n c e  c a r r i e r  

c o u l d  f i n d  n o  s t a t i s t i c s  n a t i o n  w i d e  t o  s u p p o r t  t h e  n e e d  f o r  s u c h  

i n s u r a n c e  ( b u t  s h e  w a s  s u r e  t h e r e  m u s t  b e  s o m e ) .

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

a n  i n s u r a n c e  f u n d  " j u s '  i n  c a s e "  t h e r e  e v e r  i s  s u c h  a n  i n c i d e n t  a n d  

a r e  b a s e d  o n  a  N a t i o n a l  I n s u r a n c e  C o d e  w i t h  n o  g e o g r a p h i c  n o r  

p o p u l a t i o n  v a r i a n c e  a l l o w e d .

I  w a 3 a l s o  t o l d  t h a t  t h e  g o a l  o f  t h e  n a t i o n a l  i n s u r a n c e  b o a r d  i s  

a l s o  t o  r e q u i r e  W o r k m a n ' s  C o m p e n s a t i o n  p a y m e n t s  f o r  u n p a i d  

v o l u n t e e r s  a n d  t o  i n c r e a s e  t h e  r a t e s .  P l e a s e  r e f e r  t o  t h e  a m a t e u r  

A n c h o r a g e  A c e s  h o c k e y  t e a m .

g  1  o f  2



Mat-Su Softball Association, Inc.

pg 2 of 2

Currently/ the rate3 are approximately $15.99 per $100.00 earned 
and there is a $500.00 wage minimum, ie., if an umpire from Kenai 
comes to our tournament and earns $150.00 in a weekend, our 
Association is required to pay insurance as if he or she had earned 
$500. At this time, the rate also -applies to a scorekeeper who 
earns $5.00 per game, ie., if a person keeps score on- 1 game in a 
tournament and is paid $5.00 for that service, the workmaa's 
compensation insurance for that individual will be $79.95.

The not-profit sports organizations in this state do not depend on 
state funding to provide service to our communities. Most 
communities in this state do not have anything except their 
imagination and energy to create activities for their people.

The stipend paid amateur officials is not a livable wage. The 
amateur officials I have met enjoy what the do and realize that 
without them, participants could not enjoy what they do.

I have coached Little League T-Ball players and continue to coach 
Junior Softball Players and Youth Bowlers. I have served on the
Mat-Su Softball Association Board of Directors for 8 years and was
President for 3 years. I am presently the Mat-Su District 
Commissioner to the Alaska State Softball Association and Vice- 
President of that Association. X am also the league representative 
to the Mat-Su Association for our Youth League. My husband, 
daughter and I play softball, bowl, ride horses, train dogs, and 
ski.

I understand the costs involved in running recreational activities 
and in participating. Our goal has always been to keep the costs 
as low as possible to allow as many people to participate as
possible.

This unnecessary and expensive cost will be passed on to
participants and will stop many people from becoming active in 
their communities through these recreational outlets.

Please support House Bill No. 290.

Sincerely,.
C T  ‘ 
J j'T U U .

G e n i c  B o r i s r f o r d  

H m  p h o n e  3 7 6 - 1 6 3 6  
W k  p h o n e  2 7 2 - 1 4 5 7



Rep. Eldon Mulder 
Capital Room 116 
Juneau, Alaska 99801

March 3, 1994

RE: House Bill #290

The board of directors of the Anchorage Soccer Referee's Association have directed me to 
write you as to our position on Bill #290. We would like (o go on record as to being IN 
FAVOR of the bill.

We are independent contractors, and are covered under USSF insurance as to 
accidents/liability, etc We have no need to be covered under workmen’s compensation. 
We believe that the original concept was never to include groups such as ours. This is a 
perfect opportunity to clear up the situation.

Attached is a list of our Board and a membership roster for your information.

Sir,

President



PEARSON &. HANSON
ATTORNEYS AT LAW  
*08  O j a  way  ■ SwiTE 0 

P O  BOX 08 
S i t k a ,  a l a s k a  9983S

DENTON J. PEAflSON PHONE 0 07 -M » -38 J7  cAx 9 0 7 - 7 4 7 -O 7 7
ALASKA'OREGON BRIAN E. HANSONALASKA

M a r c h  9 ,  1 9 9 4

R e p .  E l d o n  M u l d e r  

A l a s k a  S t a t e  L e g i s l a t i v e  

S t a t e  C a p i t a l  ( M S  3 1 0 0 )

J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2  .

R e :  H B  2 9 0

D e a r  R e p .  M u l d e r :

I  a m  w r i t i n g  t h i s  l e t t e r  o n  b e h a l f  o f  t h e  S i t k a  S o f t b a l l  U m p i r e s  

A s s o c i a t i o n .

W e  a r e  w r i t i n g  t o  s u p p o r t  H B  2 9 0  w h i c h  w o u l d  e x e m p t  s p o r t s  

o f f i c i a l s  f r o m  t h e  W o r k e r s  C o m p e n s a t i o n  A c t .

P l e a s e  c o n t a c t  m e  i f  m o r e  s p e c i f i c  i n f o r m a t i o n  i s  n e e d e d  t o  s u p p o r t  

o u r  p o s i t i o n .  T h a n k  y o u .

S i n c e r e l y ,

B r i a n  E .  H a n s o n

BEH/rlw
mulder.wp.cn



G u y  W a r r e n  

P a s t - P r e s i d e n t  

J u n e a u - D o u g l a s  O f f i c i a l s  A s s n  

4 3 6 2  T a k u  B l v d  

J u n e a u ,  A K  9 9 8 0 1

M a r c h  7 ,  1 9 9 4

T h e  H o n o r a b l e  E l d o n  M u l d e r

A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s

R o o m  1 1 6

S t a t e  C a p i t o l

J u n e a u ,  A l a s k a  9 9 8 1 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  M u l d e r :

O n  b e h a l f  o f  t h e  J u n e a u - D o u g l a s  O f f i c i a l s  A s s o c i a t i o n ,  I  s i n c e r e l y  

a p p r e c i a t e  y o u r  s p o n s o r s h i p  o f  H o u s e  B i l l  2 9 0 ,  " A n  A c t  e x e m p t i n g  

c e r t a i n  s p o r t s  o f f i c i a l s  f r o m  w o r k e r s '  c o m p e n s a t i o n  c o v e r a g e . "

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

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

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

o f f i c i a l s .  R e c e n t  i n t e r p r e t a t i o n s  o f  e x i s t i n g  l a w  h a v e  l e d  t o  t h e  

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

w o r k e r s '  c o m p e n s a t i o n  p o l i c i e s .  F u r t h e r ,  t h e s e  i n t e r p r e t a t i o n s  

h a v e  p l a c e d  s p o r t s  o f f i c i a l s  i n t o  e x t r e m e l y  h i g h - r i s k  c a t e g o r i e s .  

F o r  e x a m p l e ,  w e  h a v e  b e e n  i n f o r m e d  t h a t  t h e  c o s t  o f  p r o v i d i n g  t h i s  

c o v e r a g e  t o  o u r  s o f t b a l l  u m p i r e s  w i l l  b e  1 7 %  o f  o u r  c u r r e n t  

c o m p e n s a t i o n .  F o r  f o o t b a l l  o f f i c i a l s  t h e  r a t e  w i l l  b e  5 4 %  o f  o u r  

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

f o r  a m a t e u r  s p o r t s  p a r t i c i p a n t s  a n d  s e r i o u s l y  d e c r e a s e d  

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

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

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

a t h l e t i c s .

W e  b e l i e v e  t h e  w o r k e r s '  c o m p e n s a t i o n  l a w s  w e r e  d e s i g n e d  t o  p r o v i d e  

b e n e f i t s  t o  w o r k e r s ,  p r o v i d i n g  m e d i c a l  a n d  i n c o m e  r e p l a c e m e n t  

c o v e r a g e  f o r  w o r k e r s  s t a t e w i d e .  H o w e v e r ,  w h e r e a s  f e w ,  i f  a n y  

a m a t e u r  s p o r t s  o f f i c i a l s  i n  t h e  s t a t e  r e c e i v e  a  s i g n i f i c a n t  a m o u n t  

o f  t h e i r  p e r s o n a l  i n c o m e  f r o m  s p o r t s  o f f i c i a t i n g ,  w e  c a n n o t  j u s t i f y  

t h e  h i g h  e x p e n s e  o f  t h i s  c o v e r a g e  f o r  t h e  l i m i t e d  b e n e f i t s  i t  w i l l  

p r o v i d e .  I t  s h o u l d  b e  u n d e r s t o o d  t h a t  f o r  m o s t  o f f i c i a l s ,  

o f f i c i a t i n g  i s  a  h o o b y ,  o u r  w a y  o f  p a r t i c i p a t i n g  i n  t h e  s p o r t s  w e  

e n j o y .  T h e  m o n e y  w e  r e c e i v e ,  w h i l e  i m p o r t a n t  t o  m a i n t a i n i n g  o u r  

p a r t i c i p a t i o n  a s  o f f i c i a l s ,  i s  n e v e r  t h e  s o l e  r e a s o n  w e  o f f i c i a t e .

I n  c o n c l u s i o n ,  I  w o u l d  o n c e  a g a i n  l i k e  t o  t h a n k  y o u  f o r  y o u r  

s p o n s o r s h i p  o f  H o u s e  B i l l  2 9 0 ,  a n d  w o u l d  l i k e  t o  o f f e r  o u r  

o r g a n i z a t i o n s  s u p p o r t  f o r  i t s  p a s s a g e .  P l e a s e  c o n t a c t  u s  i f  y o u  

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

L e g i s l a t u r e .



PO BOX 74988 
FAIRBANKS, AK 997074988

March 5,1994

^  -j . .. -

RE: House Bill No. 290

I would like to take this opportunity to voice our organizations support for House Bill No. 290, 
"An Act exempting certain sports officials from workers' compensation coverage".
Our organization trains umpires in support of recreational slow pitch softball ia the Interior of 
Alaska. Our organization services such groups as Ft, Wainwrigh« Softball Association, Golden 
Heart Softball Association, Interior Girls Softball Association and North Pole Church Softball 
Leagues.
Without the passage of House Bill No. 290, an unjust financial burden will be placed on all 
sports officials. Ihe  current rate of workers' compensation is such that continuing in this part- 
time, seasonal and recreational field would not be justified,
Our organization would appreciate ary effort in support of the passage of the House Bill No. 
290. On behalf of Farthest North Umpires Association, thank you for your consideration in this 
matter.

Sincerely,

Randall D. Port
President, Farthest North Umpires Association



G O L D E N  H E A R T  S O F T B A L L  A S S O C I A T I O N ,  I N C .
P.O. Box 74921, Fairbanks, AK 99707 Office located at 2120 Lathrop Street

T h e  m e m b e r s  o £  t h e  G o l d e n  H e a r t  S o f t b a l l  B o a r d  o f ( D i r e c t o r s  w o u l d  

l i k e  t o  e x p r e s s  o u r  u n a n i m o u s  s u p p o r t  f o r  H o u s e  B i l l  n o ,  2 9 0 »  T h e  

p a s s a g e  o f  B i l l  2 9 0 ,  w h i c h  w i l l  e x e m p t  c e r t a i n  p e r s o n s  e m p l o y e d  

a s  s p o r t s  o f f i c i a l s  o n  a  c o n t r a c t u a l  b a s i s  f r o m  w o r k e r ' s  

c o m p e n s a t i o n  c o v e r a g e ,  i s  a  m u s t .

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

p a r t - t i m e  j o b .  O f  t h o s e  p o l l e d  n o n e  e x p r e s s e d  a  d e s i r e  t o  b e  

c o v e r e d  b y  w o r k e r ' s  c o m p e n s a t i o n  i n s u r a n c e  f o r  o f f i c i a t i n g .

T h e  c u r r e n t  r a t e s  o f  1 5  t o  1 7  p e r c e n t  ( S u r c h a r g e d  t h r o u g h  p o o l )  

p e r  $ 1 0 0  a r e  o u t r a g e o u s .  N e i t h e r  t h e  o f f i c i a l s  n o r  t h e  G . H . S . A .  

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

l i t t l e  o r  n o  r i s k  t o  o f f i c i a l s  a n d  n o  w o r k e r ' s  c o m p e n s a t i o n  

c l a i m s  h a v e  e v e r  b e e n  f i l e d .

Phone (907) 452-6768 • Hez Ray Complex

M a r c h  8 ,  1 9 9 4

T O ?  T i m  S u l l i v a n

F R O M :  G . H . S . A ,  E x e c u t i v e  B o a r d  o f  D i r e c t o r s

r e :  W o r k e r ' s  c o m p e n s a t i o n  C o v e r a g e  f o r  U m p i r e s

( H O U S E  B I L L  N O .  2 9 0 )

T h a n k s  f o r  y o u r  a t t e n t i o n  t o  t h e  a b o v e .



TO: Rep. Eldon Muldur

This letter is to inform you of and .lend my support to HB 290 
of which you are the sponsor. I feel that this bill is very important 
as it eliminates costs that I feel are very detrimental to my 
participation as a sponsor of local non-profit recreation activities.
The added cost of workmans compensation for softball umpires, scorekeeper 
organizers, and officials would eventually be picked up through raised 
sponsor fees and player fees. These added costs will potentially also 
cause loss of sponsorship, and cause participants to be left out due 
to not being able to afford participation. Our goal here in the Mat-Su 
area is to provide a safe, enjoyable and affordable recreational 
environment thus alxowing for maximum participation by all of our 
residents.

Thank You



A n c h o r a g e  A m a t e u r  S o f t b a l l  U m p i r e s  A s s o c i a t i o n  

6 0 1 6  P r o s p e r i t y  D r  

A n c h o r a g e ,  A l a s k a  9 9 5 0 4

M a r c h  9 ,  1 9 9 4

R e p r e s e n t a t i v e  E l d o n  M u l d e r  

C a p i t a l  R o o m  1 1 6  

J u n e a u ,  A l a s k a  9 9 8 0 1

R E :  H o u s e  B i l l  # 2 9 0

D e a r  R e p r e s e n t a t i v e  M u l d e r ,

T h e  B o a r d  o f  D i r e c t o r s  a n d  m e m b e r s h i p  o f  t h e  A n c h o r a g e  A m a t e u r  

S o f t b a l l  U m p i r e s  A s s o c i a t i o n  h a v e  d i r e c t e d  m e  t o  i n f o r m  y o u  a s  t o  

our p o s i t i o n  on House B i l l  # 2 9 0 .  W o  w o u l d  l i k e  t o  g o  o n  r e c o r d  a s  

t o  b e i n g  I N  F A V O R  o f  t h i s  b i l l .

W e  a r e  i n d e p e n d e n t  c o n t r a c t o r s ,  a n d  a r e  c o v e r e d  u n d e r  t h e  A m a t e u r  

S o f t b a l l  U m p i r e s  A s s o c i a t i o n  i n s u r a n c e  a s  t o  a c c i d e n t / l i a b i l i t y ,  

e t c .  W e  f e e l  n o  n e e d  t o  b e  c o v e r e d  u n d e r  w o r k m e n ' s  c o m p e n s a t i o n .  

W e  b e l i e v e  t h a t  t h e  o r i g i n a l  c o n c e p t  w a s  n e v e r  t o  i n c l u d e  g r o u p s  

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

s i t u a t i o n .

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

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

T h a n k  y o u  f o r  a  s o l i d  r e p r e s e n t a t i o n  o f  y o u r  c o n s t i t u e n c y .  

S i n c e r e l y ,



1850 BOGARD ROAD -  WASILLA, ALASKA 99654 -  (907) 376-3228 -  FAX (907)376-778'
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