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CHAI RVAN ROBI N TAYLOR cal l ed the Senate Judiciary Commttee neeting
to order at 1:44 p.m Chai rman Tayl or announced the committee
woul d be di scussing SSHB 34.

#HB 34

HB 34- RULE AGAI NST PERPETUI Tl ES

REPRESENTATI VE LESIL MCGRU RE, sponsor of HB 34: Thank you M.
Chai rman, nenbers of the conmttee. Appreciate your taking the
time to hear this in such a tinely manner. Briefly, a little
background that |I'm sure nost of you are aware of. Al aska has
becone one of the nost forward thinking trust states. Qur 1997
trust act, which many of you here in this room participated in
drafting, has placed us right beside Delaware as one of the

premere states to invest in trusts. In light of that fact, those
| aws need to be carefully scrutinized and revised as changes are
made, primarily through court interpretations of |aws. What

happened is that the original trust act was drafted with sort of a
broad brush and the basic idea was to create a trust industry here
in the state of Al aska. The sideboards put on it were that it had
to be an Al aska trust conpany, and accordingly Al askan jobs woul d
be created. Those corporations obviously pay corporate incone tax
and property tax. But there were a few areas that the specifics
fell by the way side.

Last year, your body passed on to us SB 162, which the house
concurred with and was signed by the governor, which addressed the
first deficiency that was discovered. That deficiency essentially
was that there was a tax consequence when you wanted to give a
speci al power of appointnent if you wanted to use a special power
of appointnent to create a successive special power of appointnent.
It sounds like rather technical |language and it is but it's an
inmportant distinction that needed to be nade in our statutes
because the consequences would have been rather dramatic had our
court interpreted our |aw. It created a problem known as the
Del aware Tax Trap, and if you notice in your bill packet, there is
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an article on that Delaware Tax Trap. But essentially it's this
notion that if you use that special power of appointnent to create
a successive power of appointnent there will be imediate tax
consequence in the formof an estate tax fromthe federal |evel.
Clearly that was not the intent of this legislature in passing
that, and it was an oversight in very technical |anguage. So SB
162 was supported unaninously in both bodies and by the governor
and passed on.

The bill that is before you today, HB 34, is an effort to correct

anot her technical problemthat was discovered in the bill. And |
think one of the best ways that | could explain it would be, it’s
the statute as it reads, describes '"fruit.' |If a court were to go

in and di scuss appl es versus oranges, and specifics about oranges,
there may be a problem In other words, again, too big of a brush
stroke was wused in creating this particular section and a
distinction wasn't fettered out between presently exercisable
general powers and those of testanmentary general powers. As you
well know, all three of you, presently exercisable general powers

are those that can be exercised within your life time - inter-
vivous - and testanentary general powers are only those powers that
can be exercised upon your death through your will. The bill that

| have before you doesn't change any policy; the policy has already
been adopted and enacted by the legislature. What it does is it
cl eans up the language to effectuate the purpose that's already
been passed. And in doing that, it |looks at the distinction that
courts have nade between presently exercisable general powers and
testamentary general powers. And what it does, is it says that
they vest at different points in tinme based on how the court
interprets them A presently exercisable general power is viewed
as conplete ownership and therefore it's viewed as vesting at the
time of its creation. So the first part of the bill nmakes it clear
that, yes it wll wvest, and it wll vest at the time of the
creation of the new appointnent power and that's according to
everything that we have learned fromthe way the courts interpret
it, but we're going to assign it a period of 1,000 years. So for
all intensive purposes it will continue on into perpetuity. For
all intensive purposes it abolishes the rul e against perpetuities,
a 1,000 years is a long tine. But it creates a very specific
vesting point. Contrasted with section (c), which states that if
it’s a testanentary power of appointnment or a successive non-

general power that it will vest, but it will go back to, it's a
rel ati on-back concept, it wll go back to the creation of the
original docunent, and the vesting period will then be a 1,000
years fromthat point. It sounds really conplicated but | think

you all understand it very well and certainly had an opportunity to
| ook at SB 162 | ast year, which got at the original problem the
original Delaware Tax Trap problem and this is just a further
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effort to ensure that we don't create tax consequences for the
trusts that have been created to avoid them And with that, 1'1]I
t ake any questi ons.

Nunber 487

SENATOR CONDERY: On the top of page 3, where it starts 'at |east
30 years' and there's sonme other things - on page 2, can you
explain that [indisc.] that's [indisc.] the purpose of that.

REPRESENTATI VE MCGUI RE:  Senat or Cowdery, top of page three, line
1.

SENATOR COADERY:  Yeah.

REPRESENTATI VE MCGQUI RE:  What that is actually, if you look at it,
is clean-up | anguage. The second section, all of section three, is
l egitimately clean-up | anguage and it was designed to nake it nore
specific. The | anguage of, 'after every power,' we added ' of
al i enation' even though it could have been inplied that it was a
power of alienation. And then at the point where we say 'after the
death of the individual alive at the tinme of creation,' that's
| anguage that is actually pulled from- if you |ook on page 2,
starting at line 13, that |anguage in section 1 is already there so
it's an effort to put that |anguage back into section 4 so that it
is very clear. Al'l of section 3 has absolutely no new effect
what soever, it's nerely a matter of cleaning it up, |anguage w se,
so that it is very clear about what power you're talking about and
at what point that power will vest.

SENATOR CONDERY: Thank you.
Nunber 481

SENATOR THERRI AULT: The retroactive provision, April 22 - was that
the effective date of SB 1627

REPRESENTATI VE MCGU RE: Yes it is. And to clarify, obviously the
purpose of that is so that those folks who created trusts won't
have unpl easant consequences if sonmething is ruled on so it wll
date back to our last year's bill

Nunber 612
CHAl RMAN TAYLOR: Representative McGQuire | really appreciate you
bringing this before us because | started this process with this

commttee about five years ago, | think. And Representative Joe
Ryan worked with us out of the house to bring several of these
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pi eces over also. | think we're talking of at |east six or seven
bills. And our purpose, as you stated, was to nmake Al aska an
attractive state or venue for the residents of a trust. And the
overal | purpose was not only to provide people with that benefit,
but to enhance those businesses wthin the state that would be
guiding and directing those trusts. M frustration has been that
we have seen a snall anmount of investnent occurring within the
state with a couple of banks that have worked hard at recruiting,
if you wll, people to transfer their trusts into this state so
t hose reserve funds and other things - investnent portfolios would
be avail able and we would have sonme additional jobs out of it.
Tragically, this admnistration has failed to enforce those
provisions that are really left up to the Departnent of Conmerce,
Banki ng and Securities, to enforce, and that as far as | know,
nobody has been going in through this adm nistration and actually
audi ting sonme of these financial institutions in the state that are
really very actively involved in this process. But all of the work
i s being done through their main branch, which is |located in | owa
or Kansas or sone darn place. And we've seen hundreds of mllions
of dollars flowing into those banks down there and bootstrapping it
of f of banks up here as if they had a head office up here. They
don"t. | guess ny only inquiry was going to be to you, have you or
your staff had a chance to really ook into that?

REPRESENTATI VE MCGUI RE: Chai rman Taylor, actually it's not a
problem that has been brought to ny attention prior to this
commttee hearing. But it's certainly sonething that we coul d | ook
into. Cbviously I"'maware of the true success stories that Al aska
USA, credit union trust conpanies, and the Key banks and those, so
| wasn't aware of that problem but its certainly sonething |I can
| ook into.

CHAI RVAN TAYLOR: VWell there were those who wshed to take
advantage of the law and - but to do it without locating a prinary
or a head office in this state, and w thout any enforcenent from
banki ng and securities, under the provisions that we passed, it
nmeans that if you've got a large multi-national kind of bank
sitting down south soneplace, where you wite it up as if it's
goi ng through Al aska, and then you can do all these transactions,
but the noney ends up | odged in your bank down there and there are
no jobs or benefits that conme up here out of it.

"' maware of the success stories and I'mvery pleased that we were
able to do this for the various banking institutions. |In fact, |
was visited while on the Kenai one tinme by one of the top bankers
on the Wrld Bank that happened to be there fishing, and | ooked ne
up because he wanted to say thanks on behalf of people he
represent ed because of the hundreds of mllions of dollars they had
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been able to place in trust within the state of Al aska. He was
primarily working through the National Bank of Al aska at that tine.
But no, there have been sone real successes here. What | foresee
is, probably a constant dribble of, for the next several years,
clean-up bills like this because every tinme the tax courts or
soneone el se nmakes a decision interpreting one of these provisions,
then we end up with whatever the nane of the case is com ng down
the pi ke, and then we have to rewite our legislation around to
close off a loop hole that sonme other court has now found. And

that's, | think, part of the reason we're here today, is because of
that. But if you'd help me a little bit in |ooking into sone of
that stuff, 1'd sure appreciate it. It would be nice to get a

response back from banking and securities and al so the attorney
generals office on the enforcenments provisions and what they're
doi ng about them

| have no other questions, just wanted to thank you for bringing
the bill forward

Nunmber 898

SENATOR THERRI AULT: M. Chairnman, just before we take any fi nal
vote on this, | did just want to disclose that ny wife is an
attorney. She does work in the area of tax avoidance and trust
creation. | have no idea whether she has created any trust within

this window that's inpacted by the retroactive section of the bill
or not but | did just want to give a general disclosure on that.

CHAl RMVAN  TAYLOR: W do have two wtnesses to testify on
tel econference. The first | turn tois Dana Ason. M. dson is
in Mat-Su. Can you hear ne Mss O son

M5. DANA OLSON: Yea | can. | wanted to conme before you today and
beconme nore educated, and to get a better understanding how your
bill on rules against perpetuities addresses property and property
interests that have been either futuristic interests or have been
considered futuristic interests. 1've listened with interest so
far but you really haven't nentioned how the definition of
alienation would effectively relate the property and property
interests. As you know, property cannot be made on a case-by-case
basis; it has to have sone definition in order to be property.
O herwi se, you are sinply eroding our 14th anmendnent right, the
right to own property. | have a couple of interesting situations
concerning futuristic interests. And there again | lack the
under st andi ng of your bill on howthis will affect nme. One of them
- alienation - there is no definition that I could find in your
bill on property interests. And it can be by affect, | give you a
scenario of a 1984 Chase Agricultural Honestead Lottery whereby

SENATE JUD COW TTEE - 6- March 19, 2001



effect 1'mbeing, ny property is being alienated by environnental
court precedent. This court precedent now is being considered at
the SIP level of which the petitioner wants to elimnate the effect
of the court precedent and have a SIP revision. | have a problem
with that, being held to a standard of which the petitioner
established, and then not providing me a neans to be treated
equal ly under the law. So | would have to ask that this commttee
consider the effect and perhaps maybe even insert that the Chase
Agricultural Honmestead Lottery, if the petitioner who sets the
standard, is going to want the standard changed that we have sone
remedy.

| have a problemwi th the date, the retroactive date, because there
again, it appears to be in the state's best interest to change the
standard and there is no rationalization why | should be exenpt.

| want to bring up also RS 2477 because it's alienation on
property. At sone point it was a futuristic interest. There
again, there is no definition on alienation but your date would
seemto suggest that you will be creating different classifications
of RS 247 clains because it will be used as a defense claimto any
asserted retroactive back-to-back date that their property interest

alienation. It wll give them an unequal opportunity to assert a
defense claim which | would not be able to. So | guess that
basically - | would |ike to see a definition of what alienation is

as it relates to property interest. Also alienation of, have to
have a definition, whereas it's in a trust, a trust basically is

interpreted by its wordage. Wiere property is asserted by
statutory or code or what not, it will need clarification there.
Thank you.

Number 1175

CHAI RVAN TAYLOR: Dana, | got to tell you you' ve thoroughly
confused ne and the panel because nothing within this bill, that
I"m aware of, would inpact in any way the subjects that you were
di scussi ng. This is a bill that would inpact private trusts

created by individuals who own property, whether it is real

property or personal property and the decision that these people
have made about how they want their property conveyed or held and
what the tax aspects nmay be. That's what this bill effects and, if

anything, this bill would give you greater rights with the
di sposition or alienation of your property, either real or personal

t han what you woul d have had under state |law prior to the tinme we
made these changes. In fact the changes that are suggested here
are for the primary purpose of protecting individuals |like you from
payi ng additional federal taxes to the federal governnent because
of the way in which they' ve placed their property for the
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protection of their wife or their children or their grandchildren
and placed it in trust. That's the purpose of the |egislation

There's nothing within this legislation that would in any way that
| can contenplate, at |east, inpact either RS 2477, which is a
federal right granted as against property in this state prior to
the tine it was even conveyed at statehood. Nor is there anything
that |I'maware of that would effect in a negative way your rights
as an individual to sell, convey, or in anyway alienate your own
personal property whether it's real property, dirt or personal
property, cash or bonds or jewelry. You' ve confused ne thoroughly,
Dana, and if |I'm m ssing sonething please correct ne cause |' m not
quite sure how your subjects relate to this bill

V5. DANA COLSON: Ckay, I'd be glad to. First of all | think
there's a - | have followed your past bill in the |last legislative
session and it was stated that, it is the rule against perpetuities
is a conplex thing, and again |I'mnot a | awyer.

CHAI RVAN TAYLOR: Let nme stop you right there for a mnute. The
rul e agai nst perpetuities was to prevent a person like you, if you
owned a piece of ground out there in the Mat-Su Valley, you could
not under the rule against perpetuities convey your property to
your heirs forever to be used only for a farmin the Mat-Su Vall ey.
That was because they ended up with people holding farmand in the
m ddl e of downtown London and the city needed the |land to expand
into, but nobody could get access to the land and they had to raise
cows and pigs in the mddle of downtown London. And so the old
English common law said, wait a mnute why isn't this property
com ng back into the market place, why isn't it turning over, why
isn't somebody either able to buy it or sell it. Wl l, they
couldn't buy it or sell it because the original deed said it had to
be used for that purpose forever. So they came up with a rule and
they said you can't establish a piece of property and lock it up
forever like that, it violates the rule against perpetuities
because it was | ocked up in perpetuity. So that's where the rule
cone from and what we're saying here is that we are going to all ow
a trust to extend beyond the rul e agai nst perpetuities, which is by
the way is neasured by - nmany different jurisdictions neasure it
different ways but normally it's |ike 80, 90 years plus [indisc.].
In other words, if you had a great grandchild alive 90 years from

now the trust wouldn't termnate till that |ast great grandchild
died. So if you do it right you can probably extend a trust even
on land for a period of maybe a hundred and fifty years. It

ot herwise would then have to cone back into the main stream of
mar ket place and so on. So that's what it's all about, it's really
the rul e against perpetuities - limts people on what they can do.
These anendnents provide you and other people with a greater
opportunity to tie up your assets for a longer period of tine.
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That's a policy call of course but that's what the |egislature
deci ded to do here.

V5. COLSON: | think you' re m sunderstanding. First of all ny
property doesn't relate to a trust, but it's being alienated from
conveyance.

CHAI RVAN TAYLOR: No, no, what's happened to your property if
you' re inpacted by an RS 2477, is that your concern?

M5,  COLSON: No, | have two issues. One is ny 1984 Chase
Agricul tural Honestead Lottery, which is a conveyance under state
| aw.

CHAI RVAN TAYLOR  Right.

M5. OLSON: Al right, and basically the conveyance, although March
2000 the entry permt does not need a best interest finding. 1'm
bei ng inpacted by a court decision which is a formof alienation of
whi ch a standard has been set in the state of which now a state
agency wants to override, by regulation and SIP approval, this
precedent case which effected ny honestead.

CHAI RMAN TAYLOR: | think | understand the problens you' ve got and
there are two of them probably. There's the case that now has
changed your relationship or your authority over the property and
that's the court case one. And you nay have an RS 2477 concern
t 0o.

M5. OLSON: Yes | do and the RS 247, as you having been working
wth the statute of |imtations, | have asserted ny clains,
therefore in relation to that, but the RS 247 issue is that | wll
be put into a different classification by your retroactive
provision in your bill. 1 wll be treated unequally, basically,
t han anyone of the future or present or the future. | object to
t hat . RS 247 under your theory of law of the states was as
transference at statehood, then we're all treated equally. | would
think that if you were witing this bill saying that there cannot
be any alienation on property, what you would be virtually saying
is that the RS 247 could not be alienating the property as any that
were retroactively back to April 21st of last year. So those would
be in a different category than the ones asserted in 1998.

CHAl RVAN TAYLOR  Let ne assure you that |anguage has absolutely no
effect or inpact on RS 2477 rights. None.

M5. OLSON:. Well it does in a sense because mne was prescribed
al ready by federal survey. The state is trying to assert by

SENATE JUD COW TTEE - 9- March 19, 2001



regulation the wdth and also in your prior bill, on the rule
agai nst perpetuities, when sonething is prescribed under a
transference theory it doesn't enlarge, so when you take five to
seven feet, and by regulation, want to insert that it is either 100
or 500 feet that is a property taking. So this bill has sone
rel evance to RS 247, what you were working on |ast year has sone
rel evance and the alienation aspect does have rel evance.

CHAl RMAN TAYLOR: Ckay, | guess it does. | haven't seen it yet.
All we're talking about is your ability as a property owner to
convey to your |oved ones or people that you want to have in a
trust. Al we're talking about is your ability to sell, convey,
alienate your land over to themin a trust.

M5. OLSON: The rule in itself has a greater capacity than what
maybe your bill is talking about. It infers that it is. | read
that it infers, it's talking about alienation and that it doesn't
specifically exclude futuristic interests or interests that were
futuristic at sonme point. Maybe if you had put a provision in your

| aw excluding that, than | would feel nore confortable about
asserting that it does not apply, but because there is no such
| anguage in the bill, I will have to assert that it does. One
never presunes anything, it's sinply factual. The rul e agai nst
perpetuities as it effects alienation, it can effect conveyance
currently as well as to ny heirs. | have to do sonethi ng pursuant
to a court case of which now anot her state agency wants to override
the court precedent. Therefore, I will be under alienation, and
the present petitioner, the oil industry, will not have to be under

the alienation. And | object to that. There is no rational basis
why | should be held to a standard of which they should not be held
to a standard.

CHAl RMAN TAYLOR: Dana, honest to goodness | think you are talking
about a totally different subject than what we' ve got before us. |
know you think there's sone relationship but | can't for the life
of nme understand how it would do that to you.

V5. OLSON: Today in Alaska the agricultural honestead lottery
basically today do not <convey agricultural rights, usage -
agricultural use, the right to use land. They actually convey a
different type of property interest. So basically ny famly nmay be
the only one. So you may not understand- -

CHAI RVAN TAYLOR: | understand fully what has happened on
agricultural rights and |1've been fighting to try and reassert
those rights along with Senator G een down here for sone tine. But
believe ne, Dana, that is a totally different question. That's the
gquestion of how nuch land do you own, how big is it, is it
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encunbered in sonme way by an easenent, are you allowed to use it
for some purpose other than farm ng, nust you be constricted to

farmng only. Those are the kind of questions you' re talking
about .
M5. OLSON: No, |I'mtalking about alienation of conveyance.

CHAl RVAN TAYLOR | understand that, but you' re confusing the words
alienation of conveyance. Alienation is a right that you would
have under |aw to sell your property.

V5. COLSON: My property is under the conm ssioner of natural
resour ces.

CHAI RMAN TAYLOR | understand that fully and it takes his consent
because of the restrictions put on your |and by the state when you
first purchased that |land and | know there's been court cases on
it, Dana. But that has absolutely nothing to do with this, in
fact, this bill, whatever rights you have in that |and would all ow
you to do nore with your Iand and nore with your property than you
are currently allowed to do under Al askan |aw or federal |aw today.
We're trying to expand your rights as an individual. W're not
trying to constrict them

M5. OLSON: The way | understand the bill, it does not allow for
al i enati on.

CHAl RMAN TAYLOR: That's not true.
M5. OLSON: Ckay.

CHAI RVAN TAYLOR: Honestly, that's not true. W're trying to
expand the ability that you and your husband or famly woul d have
over this property to convey it in a way that would be nore
beneficial to you and your famly in which you would pay fewer
taxes. That's what we're trying to do.

M5. OLSON: | understand the concept of what your using it for but
as far as - if you're going to define in Al aska statutes the rule
agai nst perpetuities, which is basically based on common |aw of
which there is court precedent forever. Ckay. And you're going to
then use it only for trust, then there is confusion on whether or
not we're under common | aw or whether we're under state law. You
know what |I'm saying and you're wusing the rule against
perpetuities, which has a | egal basis and a | egal understanding to
be narrowy interpreted for a specific purpose and you're specific
purpose is, like you stated on it, relating to trusts. But what
I"mtrying to say is your bill does not exclude nor state that it
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does not apply to futuristic interests. Had it done that, then
woul d feel confortable about asserting what your stating, but it
doesn't say that.

CHAI RVAN TAYLOR:  Ckay, well thanks much.
M5. OLSON:. Thank you very nuch.

Nunber 1818

MR. RUDY VETTER. Good afternoon everyone.

CHAI RMAN TAYLOR:  How you been, Rudy? It's been a long tine since
we had a chance to have a cup of coffee together

MR. VETTER  Yeah, well we'll have to do that one of these days.

CHAI RVAN TAYLOR: "1l look forward to that. Wuld you like to
testify on this bill 34?

MR VETTER Well just alittle bit. | was going to ask a question
- does this apply, in the case that you are a nenber of a
corporation, does that apply so that you, this bill takes care of
your interest in a corporation that you can pass that on or is this
only for personal property?

CHAI RVAN TAYLOR: No, | Dbelieve this involves all fornms of
property, Rudy. As a consequence, it would allow you, | believe,
to place your corporate stock, say if you could either do it now
because you are alive, that's inter-vivous, you could also do it in
awll, which would be a testanentary transfer into a trust. Once
you had transferred that property, your corporate stock, into that
trust, could the trustee then nove forward and handl e or do things
with that stock, yes they could. And in fact, this would allow

them to do so, literally in perpetuity. It would be a valid
transfer for up to a 1,000 years under the interpretation of this
bill, which you would not be allowed to do, but for.

MR VETTER: Okay, | think | understand that and | think you' ve
expl ained quite well.

CHAl RVAN TAYLOR Wl | actually | overstated just then. You can do
that today but w thout this | anguage your estate mght very well or
your trustee at some tine in the future who converted this stock to
sone ot her stock, would then be faced with an estate tax and you
woul d have to or your trustee at the time would have to pay a
significant amount of estate tax for mnmeking this change in
ownership, this alienation or change or ownership. So believe ne,
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| don't specialize in this field and this is very conplex stuff

about trust law, but |I'm advised this wll allow people I|ike
yourself to place valuable stock, valuable patents, other

instruments of value into a trust and then it wll allow for

greater flexibly on the part of your trustees with less liability
in the form of potential taxes. That's the purpose of the
| egi sl ati on, Rudy.

MR. VETTER Okay, | think | wunderstand but | also have one
concern. In sone of these contracts that | have nade in [indisc.]
the word perpetuities was considered void and illegal so | hope the
| egal departnent has researched the word perpetuity - whether you
can do that. | think you are doing it with the 1,000 year
situation in here and that should take care of it. It |ooks good
quite good to ne.

| don't know why Dana is so, | believe that was her nanme, why she's
SO0 concerned. There's one thing we nust renenber about all
| egi sl atures, another |egislature can cone on, in another term and
change the law again. So you really find it pretty hard - | don't

believe any | egislature could put anything in perpetuity and nake
any law |l ast forever. Because the succeeding |legislatures, it my
be 30 years, but they could change it too. Thank you.

CHAI RVAN TAYLOR: Well, | certainly agree wwth that, Rudy. It's
just great to hear your voice and hear you' re doing well up there.
Yeah, we certainly can change things.

Let nme give you a little quick background on why we're here on this
stuff. People in the United States, frustrated over our tax |aws,
took their noney out of the United States and placed it in Baham an

banks. The nunbers |'ve been told may be as high as $3 trillion of
US noney, is currently sitting in either European or offshore
banks. It's sitting out there because those people didn't want to

pay estate taxes on it when it got conveyed upon their death from
their estate over to their children or to their wife or whoever.
So what they did, they ran offshore with this stuff. Now, the IRS
woul d i ke to have sone of that noney back in the United States and
we' re hearing about a | ot of negotiations going on, but no federal
| aws have been changed yet. And what the federal |aw changed,
they're looking for - is that those people could bring their noney
back into the United States and woul d not have to pay an additi onal
tax on it for their lives but upon their death then they woul d have
to go through a normal trust and estate planning process. In
anticipation of that, we in Al aska have structured our tax |laws so
as to provide them the sanme kinds of opportunities they were
receiving in the Baham an banks, basically to extend trusts beyond
the rul e against perpetuities and to provide for sone additional
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flexibility. In the process of doing that, we've changed Al aska's
laws to the place where they are very attractive now as a place to
put your investnents, which would hel p peopl e throughout the state.
What this bill's all about, Rudy, is just sone clean-up |anguage
because of various federal tax cases that have cone up on these
subjects to try and define in advance, before people end up going
to court, the correct way of doing it so they don't get caught
unawar es and | ose noney back to Uncle Samfor tax purposes. That's
really all we're doing here. But could this be changed in the
future, you're absolutely right, it could be changed this year

next year, or ten years from now. Wuld it have the effect of
W ping out the rule against perpetuities with these trusts, yes |
think it would but only in a prospective basis, nore than |ikely.
And it would establish a newrule if they wanted to put a new rule
agai nst perpetuities onit. So yes you're correct, Rudy, anything
we do here can be changed and let's thank god for that because we
never know if we're doing it right and sonebody nmay need to change
it on us. But thank you for com ng out Rudy. Any other coments?

MR. VETTER  Yeah, just a little bit on the stock market. The way
it is, there's a lot of paper flying everywhere. And | think sone
of it's got to go into the stratosphere. W've got to watch it
pretty closely. The only true nedium of exchange for exchangi ng
debts between governnments is gold and gold is way down right now
and we gold mners still hang on, saying we think it's going to go
up. And | think this stock market is, regardl ess of what all the
experts say, | can renenber in 1929, | was just a boy, but the
experts said, oh it's going to be fine, it'Il be all right, just
invest for the future. [indisc.] hang on for the future. That's
all 1"ve got to say.

CHAI RVAN TAYLOR: Rudy, thank you for comng out. | really
appreci ate the great things you have done for this state and the
wor k you have done in the Fairbanks area on behalf of your friends

and colleagues in the mning industry. 1'mgoing to be up there
this weekend, old friend; I'Il be there on Saturday. |If | get a
chance 1'lIl drop down to the coffee shop and we can have a cup of

cof f ee t oget her.

MR VETTER Gve ne a call at 457-5509. There's a lot of things |
want to talk to you about.

CHAI RVAN TAYLOR: Well Rudy, | would enjoy that too. Ckay, |l
give you a shout. Thank you.

Number 2147

REPRESENTATI VE MCGQUI RE:  Chairman Taylor, could | just add a couple
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comments. | just want to make a couple comments.

This is Representative McGQuire the prine sponsor of the bill and I
just want to make a couple general comments to both of you who took
the tine to testify. | think the nost inportant thing to renmenber
is that this is a legislative policy that has been nmade. This is a
construct, but that, in any event, if you are ever going to
consider creating a trust for yourself, putting specific corporate
property into a trust, any of those types of things, you absolutely
shoul d seek out a trust and estates | awer who has specialties in
the area who can explain the law, explain whether this is the right
vehicle for you or not. It may or may not be. There may be
another way to protect your property interests. | just wanted to
echo what Senator Taylor was saying, which is that this really
pertains to private trusts law, a very specific area of the |aw.
When you start getting into RS 2477's and things |ike that, that
really is a separate area.

And then the final thing | wanted to say was that you're right
Rudy, there is a rule against perpetuity in the |egislature and
things can't just continue on and on into perpetuity. So at sone
point there were, lets say as state inconme tax, god forbid,
i npl enented this area of the |aw may be revisited.

CHAI RVAN TAYLOR  Yeah, that's true. GCkay, well thanks everyone.
It wasn't my intent to nove the bill today. Menbers had asked to
have a little nore time to understand it. You have a little nore

homework to do around here, | think. And I think it's because of
t he uni que nature of this type of legislation, so I'"mgoing to |et
it cook for maybe another week or so and we'll bring it back up and

nove it out.

SENATOR THERRI AULT: |Is that the extent of people to testify?
CHAI RVAN TAYLOR: That's the only ones | have.

SENATOR THERRI AULT: |s Steve Greer on |line?

MR, STEVEN DEVRI ES: My nane is Steve DeVries, |I'm here but |'m
not---, if Representative McGQuire was taking about Steve Geer?

REPRESENTATI VE MCGUI RE:  Yeah.
MR. DEVRIES: No, ny nane is Steve DeVries, |I'm here.

CHAI RVAN TAYLOR: Ckay, if you have any conments we'd be happy to
t ake them
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MR DEVRIES: |'massistant attorney general, nonitoring the status
of this bill

CHAI RVAN TAYLOR: Well maybe you can tell ne, did | tell Dana the
right things?

MR DEVRIES: Senator Taylor, | think as far as a rendition against
the rules of perpetuities you may want to consider witing a

t ext book. However, | can't promse you |'d buy a copy of it.
CHAI RMAN TAYLOR: Wl |l thank you for that. 1'll give you a quick
story; | think it's a fascinating one. Bob Ziegler's father, a

wonder ful gentl eman naned A H Ziegler, both of themare | ong gone,
god rest their souls, but A H Zegler had read |law for two years
or three in a lawers office and felt that he was ready to take the
bar exam So he took the bar exam in None, Al aska, and the bar
exam in those days was an oral exam conducted in an attorney's
office. And so the bar would authorize an attorney in your town to
exam ne you and you would go to his office where he and others
woul d ask you questions. So AH Zegler showed up in the
attorney's office in None and there were two other attorneys'
there. And the very first question asked of himwas, please define
for me the rule in Shelly's case. And AL H in telling me this
story, allowed as how he went on for about 20 m nutes, and | was
shocked to hear that because | didn't think | could go on for five
m nutes on the rule in Shelly's case, but he had gone on for about
20 m nutes explaining the conplexities of that rule and was then
interrupted by one of the attorney's exam ning him It was the
host attorney who'd asked the question initially and this other
attorney interrupted and he said, M. Ziegler you re wong, the
rule in Shelly's case is such and such. He said which initiated
quite a discussion anong the three exam ning attorneys as to which
one was right about the rule in Shelly's case and he said that
argunent between the three exam ners continued on for about another
25 m nutes. He said at which point one of the guest attorneys
| ooked at the host attorney and said, ny god CGeorge we've been in
your office for over 45 mnutes now and you still haven't offered
us a drink. At this point, George, the host attorney, turned to
his safe, opened it up, took out a bottle of scotch, and apparently
that ended the examand A. H was told he had passed. So sonetines
t hese arcane rules of |law do have beneficial effects. But enough
of ny rem ni scing here.

Thank you so nmuch for standing by, is there anyone else on the
tel econference that has a question or would Iike to give testinony
on this bill? Anybody here? Okay, we're going to hold the bil

till next Wednesday, it will be on the calendar and it will be ny
intent to nove the bill out at that tine. Thank you all for
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attending. W' re adjourned.
#
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