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HOUSE Bl LL NO. 197

"An Act relating to the issuance of shares of professional
corporations to a trust, to trusts, to trustees, to the renoval
of a trustee, to the conpensation of a trustee and a person
enployed by a trustee, to a trustee's accepting or rejecting a
trusteeship, to co- trustees, to a vacancy in a trusteeship, to
the resignation of a trustee, to delivery of trust property by
former trustees, to the reinbursement of trustee expenses, to
the certification of a trust, to the suitability of a trustee,
to the place of admnistration of a trust, to a trustee's power
to appoint property to another trust, to a change of the
percentage of trust property to be considered principal, to the
determ nation of the value of a trust, and to a settlor's intent
when transferring property in trust; anmending Rules 54 and 82,
Al aska Rules of Civil Procedure; and providing for an effective
date."

- MOVED HB 197 OQUT OF COW TTEE
HOUSE CONCURRENT RESOLUTI ON NO. 8
Establishing a task force to make recommendati ons regardi ng job
descriptions and salary changes for the conm ssioners and
support staff of the Regul atory Conm ssion of Al aska.

- MOVED CSHCR 8(L&C) QUT OF COW TTEE
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HOUSE BI LL NO. 200

"An Act relating to the presunption of coverage for a workers'
conpensation claim for disability as a result of certain

di seases for certain occupations."

- MOVED HB 200 OQUT OF COW TTEE
PREVI QUS COMM TTEE ACTI ON
BILL: HB 197

SHORT TI TLE: TRUSTS
SPONSCR(s) : JUDI Cl ARY
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04/ 05/ 07 (H NR: COGHI LL, SAMJELS

04/ 05/ 07 (H FI' N REFERRAL REMOVED

04/ 05/ 07 (H L&C REFERRAL ADDED AFTER JUD
04/ 20/ 07 (H L&C AT 3: 00 PM CAPI TOL 17

04/ 20/ 07 (H Schedul ed But Not Heard

04/ 30/ 07 (H L&C AT 3: 00 PM CAPI TOL 17

BILL: HCR 8

SHORT TITLE: RCA TASK FORCE
SPONSOR('s): REPRESENTATI VE(s) OLSON

04/ 20/ 07 (H READ THE FI RST TIME - REFERRALS
04/ 20/ 07 (H) L&C, FIN
04/ 30/ 07 (H) L&C AT 3: 00 PM CAPI TOL 17

BILL: HB 200
SHORT TI TLE: WORKERS' COWP: DI SEASE PRESUMPTI ON
SPONSOR(s) : REPRESENTATI VE(s) DAHLSTROM

03/ 14/ 07 (H) READ THE FIRST TIME - REFERRALS
03/ 14/ 07 (H) L&C, JUD

04/ 27/ 07 (H L&C AT 3:00 PM CAPI TOL 17

04/ 27/ 07 (H) Heard & Hel d

04/ 27/ 07 (H M NUTE( L&C)

04/ 30/ 07 (H L&C AT 3:00 PM CAPI TOL 17

W TNESS REG STER
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JANE PI ERSQN, Staff

to Representative Jay Ranras

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: | ntroduced HB 197 on behalf of the House
Judiciary Standing Conmttee, sponsor, which is chaired by
Represent ati ve Ranras.

DAVID G SHAFTEL, Attorney at Law

Shaftel Law O fices

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 197.

STEPHEN E. GREER

Anchor age, Al aska

POSI TI ON  STATEMENT: Described HB 197 as good, default
| egi sl ati on and answered questions fromthe commttee.

Rl CHARD THWAI TES ( ph)

Al aska Trust Conpany

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on HB 197.

DOUGLAS J. BLATTMACHR, President and CEO

Al aska Trust Conpany

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 197.

BETH CHAPMAN, Attorney at Law

(No address provided)

PCSI TI ON STATEMENT: Testified as one who worked on form ng HB
197, and answered questions fromthe commttee.

CHRI STY CATLI N

AT&T Al ascom

PCOSI TI ON STATEMENT: Testified in support of the formation of
the task force, during the hearing on HCR 8.

KELLY HUBER, St aff

to Representative Nancy Dahl strom

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: On behalf of Representative Dahlstrom
prime sponsor, described the <changes made in a proposed
commttee substitute |abeled 25-LS0748\C, Banni st er/ Bai | ey,
4/ 30/ 07.
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ACTI ON NARRATI VE

CHAIR KURT OLSON called the House Labor and Commerce Standing

Conmittee neeting to order at 3:06:41 PM Representati ves
Gatto, Ranras, Buch, Gardner, Neuman, and O son were present at
the call to order. Representative LeDoux arrived as the neeting

was in progress.

HB 197- TRUSTS

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 197, "An Act relating to the issuance of shares
of professional corporations to a trust, to trusts, to trustees,
to the renmoval of a trustee, to the conpensation of a trustee
and a person enployed by a trustee, to a trustee's accepting or
rejecting a trusteeship, to co- trustees, to a vacancy in a
trusteeship, to the resignation of a trustee, to delivery of
trust property by former trustees, to the reinbursenent of
trustee expenses, to the certification of a trust, to the
suitability of a trustee, to the place of admnistration of a
trust, to a trustee's power to appoint property to another
trust, to a change of the percentage of trust property to be
considered principal, to the determnation of the value of a
trust, and to a settlor's intent when transferring property in
trust; anending Rules 54 and 82, Alaska Rules of Cvi
Procedure; and providing for an effective date."

3: 06: 54 PM

JANE PIERSON, Staff to Representative Jay Ranras, Alaska State
Legi slature, introduced HB 197 on behalf of the House Judiciary
Standing Conmittee, sponsor, which is chaired by Representative
Ranr as. She offered the definition of the term "trust" as
foll ows:

A property interest held by one person as trustee at
the request of another for the benefit of the third

party.

M5. PIERSON said a trust involves three elenents: a trustee who
holds the trust property and is subject to equitable duties to
deal with [the trust] for the benefit of another; a beneficiary
to whom all trustees owe equitable duties to deal with the trust
property for their benefit; and a trust property that is held in
trust for the beneficiary.
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M5. PIERSON stated that the goal of HB 197 is to ensure that
Al aska is one of "the premer places for trusts in the [United]
States." She enphasized the inportance of Alaska's staying
conpetitive with other states that do not have personal incone
tax. She said a trust industry is inportant to Al aska, because
it provides enploynent for accountants, attorneys, insurance
agents, bankers, and their support staff. She reported that
there is between $30-70 mllion on deposit with Al askan banks
through the Alaska Trust Conpany (ATC) alone. Al aska al so
receives over $2 mllion in annual revenue in trusts.
Furthernore, there are over 1,000 out-of-state clients who have
sought to hold a trust in Al aska because of its unique trust
| aws. She relayed that Alaska has passed 15 pieces of
| egislation since 1997 to keep the industry vibrant and
conpetitive.

M5. PIERSON paraphrased the sponsor statenent [included in the
committee packet], which read as follows [original punctuation
provi ded] :

HB197 bill provides for the foll ow ng:

1. That shares in a professional corporation may be
held by the trustees of the professional's revocable
trust.

2. Expands the coverage of AS 13.36.157, which
allows the trustee of a trust to transfer trust assets
to a simlar trust. This expansion will only occur if
the trust has an Al askan trustee and the trust has its
primary adm nistration in Al aska.

3. Allows the Alaska trustee of a charitable trust
to change the percentage of the value of the trust
that will be considered incone whenever the trustee
determ nes that the new percentage is necessary and
prudent .

4. Clarifies that a settlor's express intention to

protect trust assets from beneficiary's potentia
future creditors is not evidence of an intent to
def r aud.

5. States needed provisions relating to trustees:

conpensati on, accepting or declining trusteeship, co-
trustees, vacancy, resignation, renoval, delivery of
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property by former trustee, reinbursenent of expenses,
and certification of trust.

M5. PIERSON noted that [the fourth point in the sponsor
statenment] is probably the biggest policy question in the bill.

3:10:10 PM

REPRESENTATI VE RAMRAS, as chair of the House Judiciary Standing
Comm ttee, sponsor of HB 197, noted that his friend, Bob G|l am
who has nore noney wunder managenent than all the other
commercial banks in the state conbined, talks about Al aska's
uni que geography in relation to the Pacific markets and other
U S. markets, and characterizes Al aska as an "under-optim zed
mar ket place" due to its geography in relation to the gl obal
capi tal markets. Representative Ranras stated that Alaska is
desperate for nore capital, because capital creates |obs,
i nproves the state's banking, and enhances the state's econony.
He said only a fraction of the noney in the Al aska pernmanent

fund "resides" in Al aska. The proposed |egislation, he said,
will help aggregate capital to the banking system He st at ed,
"It's a good bill, because it keeps Alaska in a very elite class

conpetitively [with] just several other states.”
3:12: 36 PM

REPRESENTATI VE GARDNER directed attention to the third point in
the sponsor's statenent [text provided previously] and asked,
"Does that mean they have flexibility about what part of it
remains in the trust and what part can be spent?"

M5. Pl ERSON deferred to experts waiting to testify.
3:13:34 PM

M5. PIERSON, in response to Representative Neuman, clarified
that the fourth point in the sponsor statenent [text provided
previously] refers to future creditors, not current creditors.

3:14: 47 PM

DAVID G  SHAFTEL, Attorney at Law, Shaftel Law Ofices,
testified in support of HB 197. He told the cormittee that he
is one of a group of attorneys who, since 1996, has provided
suggestions to the legislature for statutes that would inprove
state and trust adm nistration. In that tinme, he noted, the
| egi sl ature has passed 15 statutes that have greatly inproved
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"the situation here in Alaska." He stated, "It's really
i mproved our position both for residents of Al aska and al so for
nonresi dents who desire to use Al aska approaches in their estate
pl anni ng. "

MR. SHAFTEL stated that HB 197 is an excellent piece of
| egi sl ati on. The bill proposes a nunber of default provisions
for trustees that have heretofore not existed in statute. He
noted that the provisions are often covered in a well witten
trust docunent ; however, the bill would ensure certain
provi sions are covered when not contained in trust docunents.
He offered to answer questions fromthe conmttee.

3:18: 06 PM

REPRESENTATI VE LeDOUX referred to Section 14 of the bil
[ begi nning on page 12, |line 6, through page 13, line 19], and
stated that she is trying to figure out what the law is today
with respect to "fraudulent transfers [by way of] vis a vis
trust agreenents,"” and what changes will be nade through HB 197.

MR. SHAFTEL explained that Section 14 does not deal wth

fraudul ent transfers. He stated that if a transfer s
fraudul ent, through a trust or another vehicle, that transfer
will be set aside. He said [Section 14] is designed to address
"asset protection planning,” which is not fraudulent, but is
done well in advance of anyone's experiencing a creditor

pr obl em M. Shaftel relayed that Al aska has taken a positive
stance towards providing guidance in statutes which support
asset protection planning. He continued:

The problem that this particular phrase is intended to
address is where argunents have been nmade in severa

cases where they say, "Wll, if we find any evidence
at all in the attorneys' records or the clients

records that indicate that they wanted to do asset
protection planning, then that planning should be
consi dered i nappropriate and not effective.”

Now, that's never been the law, but ... that argunent
has been addressed in a couple of cases. We had one
case where it was an unpublished opinion by the [9th
Circuit Court of Appeals] that seemed to ... pick up
and follow that kind of reasoning, even though the
facts were horrible in that case and they justified
finding that it was a fraudulent transfer and set
aside (indisc. -- noise interference).
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MR. SHAFTEL said when his clients seek himout to discuss estate
pl anning, they alnost always also talk to him about asset
protection planning. He offered exanpl es. He concl uded, "All
this particular provision does is to make it clear that the
state of Al aska does not think that asset protection planning in
itself ... is not inappropriate.”

3:22:19 PM

M. Shaftel, in response to a request for further clarification
of fered an exanple as foll ows:

You cone into ny office, and you say:

"Dave, | want you to set up some trusts for ny Kkids,
and here's why: I want to put sone assets in there
and | want to make sure that those assets get to ny
kids, and that if | have a bad situation in ny |aw
practice down the |ine, and | get sued for
mal practice, that my creditors can't reach these
assets that 1've put in there now for ny kids. I
don't have any problens right now, Dave - there are no
judgnments against ne, nobody has filed any clains
against ne, [and] as far as | know |'ve never done
anything wong that would result in that kind of a
judgnment - but | want to make sure that that's the
case."

So, | wite dowm in ny file that Representative LeDoux
has cone in for estate planning and that we've talked
about asset protection planning, we' ve talked about
providing noney in trust so that her children can go
to college - and | have those notes in ny file.

Now, ... 10 years from now you get sued - ... maybe
it's out of your law practice [or] maybe it's because
you were negligent in driving your car - and there's a
bi g judgnent agai nst you. And that creditor says, "
want to get at those children's trust; | want the
nmoney in there." And there's discovery, and that
creditor gets a hold of ny notes, and it says, "Look
right there, ten years ago, Representative LeDoux said
to Dave Shaftel that she wanted to do sone asset
protection planning. That | argue to you, judge, is
an intent to defraud."”
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Now, stopping right there: that's not a law that |
know of anywhere, except it has been argued, and as |
say it did appear in one circuit court case. And so,
Al aska being a state which has taken a positive and
strong position towards allowing asset protection
pl anning, this would help in our statutes to nake it

cl ear. It's not a fraudulent transfer situation, but
the fact that the settlor - and that's Representative
LeDoux in ny exanple - had an expressed intention to

protect trust assets from potential future creditors
is not evidence of an intent to defraud.

3:25:46 PM

REPRESENTATI VE LeDOQUX, regarding M. Shaftel's exanple, asked
how it would be possible for a creditor to have access to that
file.

MR. SHAFTEL answered, "If you were forced into bankruptcy, the
bankruptcy steps into your shoes, and in those situations they
make the argunment that the privilege doesn't apply.”

3:26:16 PM

REPRESENTATI VE GATTO sai d, "Suppose you have a traffic accident,
which has nothing to do with your assets, after you've already
given them away. ... That person who's suffered harm according
to this, would not be able to come back and attach the
grandchildren's trust fund. AmI correct?"

MR, SHAFTEL noted that every state has what's called a
"fraudul ent transfer statute.”™ He said there always exists the
issue of who is a future creditor and how far down the Iline
future creditors have sone type of rights. He continued:

And if they're anticipatable, near-future creditors,
then ... sone case law allows themto have those types
of rights. And in Alaska, there's a four-year
l[imtations period that relates to future creditors.

Norrmal |y, what we're talking about - and | want to
make sure |'m addressing exactly your question ... -
in a traffic accident, it's not anticipatable. And

you're right, there should not be, in that situation
a successful argunent on the part of a creditor that
they could get at those assets. And if | included the
traffic accident in ny exanple, that is not as good an
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exanple as the malpractice situation or a business
situation wher e future creditors are somewhat
anticipatable, and that's where the courts sonetines
have noved.

REPRESENTATI VE LeDOUX described a hypothetical situation in
which, at the tinme a transfer is nade, a man did not realize
that he had a child and subsequently he was required to pay
child support.

MR. SHAFTEL replied that it would depend on the facts of the
si tuation. He said the question to ask is whether or not a
person has made an attenpt to evade creditors. He stated that
regardl ess of whether HB 197 passes or not, it may be that that
child in the exanple "could not reach those assets."

3:29:51 PM
REPRESENTATI VE LeDOUX said she has a problemw th that.

REPRESENTATI VE GARDNER shared her understanding that the
provision [proposed in Section 14] addresses the determ nation
that the setting up of a trust is not fraudulent; it doesn't
address whether or not the trust can be overturned.

M. Shaftel responded that Ms. Gardner's statenent is absolutely
correct. He continued:

If there are facts that show that it was a fraudul ent
transfer, then under our fraudulent transfer statute,
that transfer can be attacked - if there are other
facts. Al we're talking about here is the nmere fact
that asset protection was discussed at the tinme that
the transfer occurred. That nmere fact is not enough
in itself to establish that it's a fraudul ent
transfer.

3:31:22 PM

STEVE GREER said he is one of the practitioners to whom M.
Shaftel referred who has contributed suggestions toward the
proposed | egqi sl ature. He nentioned Beth Chapman, whom he said
is "primarily responsible for this bill." He offered to answer
guestions from the conmttee. He remarked that "this" has
undergone nmuch discussion over the past 6-7 nonths by the
af orenenti oned group. He described HB 197 as good, default
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legislation that articulates and puts into statutory form the
| aw as "nost of us have understood it to be.™

REPRESENTATI VE NEUVMAN noted that Section 5 addresses the issue
of conpensation, and he asked M. Geer to expound on the
subj ect .

MR. CREER replied that it has been his practice to state that a
trustee is entitled to reasonable conpensation and not to get
into definite language as to what is reasonable. He related
that trusts often are drafted 30 or nore years before comng
into fruition; therefore, it is difficult to specify what m ght
be reasonable that far in the future under today's terns. He
stated that a person who perforns services is entitled to
reasonabl e conpensation, and the best way to discern what is
reasonable is to ask what banks charge for simlar services. He
said the court systemhas a standard. He conti nued:

W know if we go down to the probate court, the

probate court wll say, "Does this trustee have any
speci al expertise?" If so, there's a certain hourly
rate that they allow |f they don't have any speci al
expertise, then there's another hourly rate that they
will allow

3:34: 46 PM

RI CHARD THWAI TES (ph), Al aska Trust Conpany, indicated that he
was involved in the beginning stages of formng HB 197, and
subsequently becane involved in the Al aska Trust Conpany. He
stated that during his early years in the trust business, he
woul d see trusts people drafted thenselves, which were fully
| egal docunents, but which sinply directed, for exanple, to
"'‘leave everything in trust’ - period." The proposed
| egislation, he said, "kind of goes to that issue." Regar di ng
conpensation, M. Thwaites stated:

What | had to do in one of the those cases early on in
my career was go to court, because the superior court
probate division retains jurisdiction over trusts.
And we literally had to go through and create all of
these sorts of things for that trust. Currently the
court still ... retains that jurisdiction if a
beneficiary chooses to challenge the reasonabl eness of
the fees; even though the fees are set forth in the
schedul e, those fees can be challenged at the |evel
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and the court wll render a decision as to whether
t hey were reasonabl e or not.

Sonetimes, in one or two cases, the fees actually go
up because of an extraordinarily aggressive and
involved beneficiary increasing the costs of the

adm nistration of the trust. That's pretty rare, but
it still could happen.
3:36:19 PM

DOUGLAS J. BLATTMACHR, President and CEO, Al aska Trust Conpany
testified in support of HB 197. He said the Alaska Trust
Conpany has been working with the [Alaska] Bar Association for
years in an effort to strengthen Alaska's |laws regarding trusts.
He offered to be available for questions fromthe commttee.

3:36: 59 PM

BETH CHAPMVAN, Attorney at Law, confirnmed that she has been
working on HB 197 for the past year and a half. Regar di ng
Representati ve Gardner's question related to the charitable
trust, Section 12, she explained that a few years ago there was
a change in the law as to how trusts and particular charitable

trusts were invested. Under the prior law, she explained, a
person would invest for "income only," which is what would be
given to the charities; however, that limted the ability to
"grow the fund.”" She said [Section 12] would allow charitable

trustees to distribute a percentage of the trust every year,
rather than just distributing incone, which generates nore
revenue to the charities while preserving the fund for the |ong
term

REPRESENTATI VE GATTO remarked that it makes him nervous not to
have heard any opposition to the bill, especially considering
the dramatic |anguage changes, for exanple, the proposed new
| anguage [underlined and bold] on page 12, [in Section 14,
subsection (b), paragraph (1)], which read as foll ows:

*Sec. 14. AS 34.40.110(b) is anended to read:

(b) | f a trust contains a transfer
restriction allowed under (a) of this section, the
transfer restriction prevents a creditor existing when
the trust is created or a person who subsequently
beconmes a creditor from satisfying a claim out of the
beneficiary's interest in the trust, unless the
creditor is a creditor of the settlor and
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(1) the settlor's transfer of property
in trust was nmade with the intent to defraud that
creditor, and a cause of action or claim for relief
with respect to the fraudulent transfer conplies with
the requirenents of (d) of this section; however, a
settlor's expressed intention to protect trust assets
froma beneficiary's potential future creditors is not
evi dence of an intent to defraud;

M5. CHAPMAN expl ained that asset protection has been practiced
for many years. She offered exanples of various types of asset
protection. She continued:

Last year the 9th Crcuit Court of Appeals cane out
with a decision ... in which they ... indicated that
if, in the attorney's file, there was an express
intent that there would be asset protection, that that
could in fact be an intent to defraud a creditor.

Under the laws that exist now, you can't intend to
defraud a «creditor if you don't know about the
creditor. And when we do asset protection, it's not
done to ... avoid current creditors. |In fact, none of
us would do that, and in nobst cases, affidavits have
to be signed that, in fact, there [are] no current
creditors and that people have enough assets to
continue to pay their bills and liabilities.

The decision from the 9th Circuit [Court of Appeals]
was really - as always - bad facts. Sonebody had set
up a trust, transferred all of their assets into it -
corporations that were shells - knowing that they
were, in fact, trying to avoid potential creditors.
This language is designed to override that dictate in
the 9th Crcuit Court of Appeals' decision, and that
is its primary purpose - not to change the law, which
has al ways been the sane, which is ... that if there
is a fraudul ent conveyance, it will be ... set aside.

REPRESENTATI VE GATTO offered a hypothetical exanple in which a

person, having not yet been indicted, but knowing he wll be,
transfers his assets "to everybody and his uncle" to "avoid
having them attached.” He asked if the |language in the proposed

| egi slation would all ow such acti on.

M5. CHAPMAN replied no. She continued:
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If you had ... creditors you knew or [who] were likely
to appear, under our state laws that would not allow
you to avoid those creditors. There is a statute of

l[imtation; there's a period of tinme in which, ... if
sonebody cones up after you've set up a trust and
tries to undo it, they would still have that option,
and the facts and circunstances would still be

consi dered by the court.

REPRESENTATI VE LeDOUX asked, "So, how would this apply to the
federal RICO [Racketeer |Influenced and Corrupt Organizations
Act] laws?"

M5. CHAPMAN replied that this [bill] would not have any effect
on [federal laws]. She reiterated that asset protection, in and
of itself, will not be considered an intent to defraud, but all
other facts and circunstances woul d be considered by the court.

3:43: 07 PM
M5. CHAPMAN, in response to a question from Representative

Neuman, clarified that Section 12 addresses the anount of noney
that would be paid to charities, while Section 5 addresses the

conpensati on schedul e. She said, "In that provision, it's not
what the trustee says is reasonable; it's what the person who
established the trusts said."” She continued:

For exanple, | have clients who ... - maybe their

niece or nephew s going to be the trustee - and they

want to pay $1,000 a nonth. |If the ... parent who set

up the trust says $1,000 a nonth is what they think is
reasonabl e, then that's going to be deened reasonabl e.

M5. CHAPMAN, in response to a followup question, further
addressed Section 12. She said under current |law, many trusts
have been witten to pay out only inconme such as dividends or
interest earned on a bank account. Charities don't |ike that,
she said, because they don't get very nmuch noney. Thus,
trustees are trying to balance |ong-term preservation of a trust
fund for the benefit of charities, and yet generate revenues to
pay out to those charities every year. She stated:

This gives the trustees the flexibility to nove from
an incone standard to a percentage standard, so that
they could pay out, for exanple, an average anount of
5 percent of the value of the trust every year to the
charities. Trustees will look at: |Is that percentage
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going to be enough to benefit the charities, but at
the sane tine ensure that we're growing the fund for
the future?

REPRESENTATI VE NEUMAN said that sounds |ike a good idea. He
asked when the original |anguage becane law and who was
responsi ble for the | aw

M5. CHAPVMAN offered her understanding that Section 12 is the
result of the Uniform Principle and Incone Act of 2003, and M.
Shaftel was principally involved. She said:

This came to ny attention when | was representing a
charitable trust that needed to nake a change, because
the charities were asking for nore funds and we
realized we had this 10-year limtation. | researched
all state laws, and we have no idea why it was there,
and the legislative history doesn't tell us.

M5. CHAPMAN, in response to a followup question, related that
the bulk of HB 197 is new. The purpose, she reviewed, is to put
default provisions in law for those who have trusts witten
wi t hout those provisions.

3:47:52 PM

CHAI R OLSON, upon ascertaining that there was no one else to
testify, closed public testinony.

REPRESENTATI VE NEUVAN opined that HB 197 is good |egislation
that allows everyone to play by the sane rules.

REPRESENTATI VE GATTO restated his unease regarding there being
no testinony from "some other person besides the people who
essentially benefit fromthe bill."

REPRESENTATI VE RAMRAS, in response to Representative Gtto's
concern, offered his understanding that the aforenentioned group
of attorneys cane together to work on this legislation so that
Al aska would be a better place in which to |eave capital. He
expressed the desire for the state to have a conpetitive
envi ronment rather than having Al askans set up trusts under the
| aws of other states. He concluded, "I really think that this
is a document that clarifies and nakes kosher the relationship
between the trustee and the beneficiary, and that in this case,

this collection of trust attorneys are |ooking out for both
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ends of the transaction and trying to keep a very clean
rel ati onship between both of those parties.”

3:52: 56 PM

REPRESENTATI VE LeDOUX echoed Representative Gatto's concern.
She said she would |like to hear from the "creditors' bankruptcy
bar" as well as the attorneys involved in the aforenentioned 9th
Crcuit Court of Appeals' case, although she stated her
suspicion that "they probably aren't even aware that we're
hearing this bill."

3:53: 55 PM

CHAIR OLSON said HB 197 has been out since March 14, 2007, and
he offered his understanding that there has been no opposition
voiced to his office. He stated his supposition that the
af orenenti oned bar would be following "any bill related to this
type of activity."

REPRESENTATI VE LeDOUX opined that Chair Oson's makes a "big
assunption.” She pointed out that the 9th Grcuit Court of
Appeals attorneys in question may not even be in Al aska.
Furthernore, anyone who does not have a |obbyist follow ng
his/her interests nost likely is not tracking a bill, she
st at ed.

M5. CHAPMAN responded to the commttee nenbers' concerns as
fol | ows:

First of all, I want to point out that ny law firmis
a full-service law firm and we represent major
corporations, as well as individuals. And | practice
primarily in the trust and estates area.

On the asset protection area, | think the reason that
there is not any objection to it is because we're not
doing anything that's not already in existing |aw
it's just clarifying what it neans to have an intent

to defraud. |If there is a fraudul ent conveyance, that
can be brought forward, and there is nothing in this
bill that would prevent sonebody from bringing the
same [argunents] that they would have brought from
bef ore. Instead, it's addressing the ... term asset
protection in and of itself, which is wused by

ever ybody: | awyers, ... professional corporations,
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limted liability conpanies - that's asset
protection. So, it's really not changing that at all.

The reason, again, | think there's no objection is
because there's not anything in here that is saying
that a creditor does not have the rights that they
currently have under state | aw it's just a
clarification.

The 9th Grcuit Court of Appeals decision is out of
the state of Washington, not out of the state of
Al aska.

M5. CHAPMAN said she represents beneficiaries and famlies; very
rarely does she represent a corporate trustee. She said, "W
have used these laws to save our clients [a] significant anount
of attorneys' fees." Before the existence of |aws that allowed
default provisions or nodified trusts, she said, significant
anounts of noney were spent going to court. She conti nued:

Now, we're able to use these laws to help famlies

take care of their children. | work a lot in the area
of disability trusts, and we have used these
provisions to really help beneficiaries and help
famlies, and ... in fact, in ny practice, | would say
I'm in court a lot less than | used to be, and I'm
very thankful for that, because | think it benefits

Al askans and allows famlies to take care of their
children and | oved ones.

3:57: 38 PM

REPRESENTATI VE NEUVAN noved to report HB 197 out of committee
with individual recomrendations and the acconpanying fiscal
notes. There being no objection, HB 197 was reported from House
Labor and Commerce Standing Comm ttee.

The commttee took an at-ease from3:58 p.m to 4:00 p. m

HCR 8- RCA TASK FORCE

4:00:12 PM
CHAI R OLSON announced that the next order of business would be

HOUSE CONCURRENT RESCLUTION NO. 8, Establishing a task force to
make recomrendations regarding job descriptions and salary
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changes for the comm ssioners and support staff of the
Regul at ory Conmi ssi on of Al aska.

4:00: 25 PM

REPRESENTATI VE NEUVMAN noved to adopt the commttee substitute
(CS) for HCR 8, Version 25-LS0859\M Kane, 4/20/07, as the
wor ki ng docunent. There being no objection, Version M was
before the commttee.

CHAIR OLSON presented Version M as chair of the House Labor and
Commerce Standing Committee, sponsor of HCR 8. He reported that
on February 22, 2007, the Regulatory Conmi ssion of Al aska
transmtted to the governor a nunber of proposed changes to its
st at ut es. The proposal suggested that the governor seek
| egislative determnation for the appropriate salaries of the
comm ssioners. Version M he noted, proposes that a |egislative
task force be set up to work during the interimto review the
salaries of the commssioners, as well as recomending job
descriptions for the conmm ssioners and considering the need for
additional staff support for the RCA The task force would
consi st of nine nenbers: two majority and one mnority nenber
from the Senate, two ngjority and one mnority from the House

Governor Sarah Palin or her designee, Attorney General Talis J.
Col berg or his designee, and Conm ssioner Em| Notti or his
desi gnee. The task force would report back to the |egislature
in the beginning of the next session. The resolution would
sunset on May 30, 2008.

4:02: 03 PM

CHRI STY CATLIN, AT&T Al ascom testified in support of the
formati on of the task force.

4:02:29 PM

CHAIR OLSON, after ascertaining that there was no one else to
testify, closed public testinony.

4:02: 56 PM

REPRESENTATI VE LeDOUX noved to report CSHCR 8, Version 25-
LS0859\M Kane, 4/20/07, out of conmttee wth individua
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHCR 8(L&C) was reported out of the House Labor
and Comrerce Standing Commttee.
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The committee took an at-ease from4:03 p.m to 4:05 p. m

HB 200- WORKERS' COWP: DI SEASE PRESUMPTI ON

4:05: 26 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 200, "An Act relating to the presunption of
coverage for a workers' conpensation claim for disability as a
result of certain diseases for certain occupations.”

4:05:39 PM

KELLY HUBER, Staff to Representative Nancy Dahlstrom Al aska
State Legislature, on behalf of Representative Dahlstrom prine
sponsor, described the changes made in the proposed conmttee
substitute (CS), |abeled 25-LS0748\C, Bannister/Bailey, 4/30/07

[ al t hough no notion had been made to bring Version C before the
commttee as a working docunent]. She noted that there had been
sonme confusion as to whether or not HB 200 was a "mandatory
bill." She explained that Legislative Legal and Research
Services drafted the bill and did not believe that "the |anguage
in it made this mandatory.” For purposes of clarification,
| anguage was added to Version C on page 3, [subsection (e)],
whi ch read as foll ows:

(e) The provisions of (c)(2) of this section may
not be interpreted to require a mnunicipality or other
enpl oyer of fire fighters covered under AS 23.30.243,
peace officers, or emergency nedical and rescue
per sonnel , i ncl udi ng a muni ci pal ity or ot her
organi zation that uses volunteers, to provide a
qual i fyi ng nmedi cal exam nation

M5. HUBER, in response to a question from Representative Neunan
explained that if a nunicipality decides not to have, for
exanpl e, everyone in its fire depart ment t ake t he
"prequal i fying" exam then "nobody is going to be covered."

REPRESENTATI VE LeDOUX asked, "Doesn't that gut the whole bill?"
M5. HUBER said the original bill |anguage shows that "the
department already had to determne to give the qualifying

exans. "

REPRESENTATI VE LeDOUX of fered her understanding that there is a
letter from the Minicipality of Anchorage opposing the bill.
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She asked, "If we do this, | nean, it sounds nice, but what are
we really doi ng?"

REPRESENTATI VE GARDNER asked if an incomng firefighter told
that he/she nust have an exam in order to get presunptive
coverage could opt to get that exam i ndependently.

M5. HUBER revealed that she, too, had had the sanme thought;
however, the sponsor was told by Legislative Legal and Research
Services that that would not be allowed under the |anguage of
the bill.

REPRESENTATI VE = GARDNER responded that she concurs wth
Representative LeDoux regarding the futility of passing the bill
[as it would be anended t hrough Version (.

M5. HUBER replied, "... The sponsor wanted to bring it forward,
but she likes the original bill, as well."

REPRESENTATI VE GATTO noted that the Anchorage Fire Departnment
has a required annual exam He asked if that would count.

M5. HUBER said the qualifying exam noted in the bill would be
determ ned by regulations; therefore, it would be unknown unti

t hose regul ations were witten whether or not the Anchorage Fire
Departnent's exam woul d qualify.

M5. HUBER, in response to Representative LeDoux, pointed to

| anguage on page 3, line 18, of Version C, also found in the
original bill version [on the sane page and |ine nunbers], which
read: " per sonnel who were given a qualifying nedica
exam nation". She stated, "The idea, then, is therefore

sonebody would have had to okay the exam So, therefore, the
muni ci pality or the governing entity would have had to approve
it. And so, that's how Legislative Legal [and Research
Services] is reading this."

REPRESENTATI VE LeDOUX excl ai ned, "Even in the old version
nobody's going to be required to do anything."

M5. HUBER answered that's correct. She indicated that Version C
sinply clarifies the bottom line intent that the city or the
governing entity or the fire departnment would determ ne whether
or not it wants its personnel included under the presunptive
cl ause.
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REPRESENTATI VE LeDOUX asked Ms. Huber what the sponsor would
think about "taking that out,” either in the original bill or
Version C

M5. HUBER replied, "We'd have to nmake sure we're leaving in the
exam part." She indicated that with a conceptual anmendnent, "we
would let it be the commttee' s decision at that point.”

4:12:43 PM

REPRESENTATI VE NEUVMAN surm sed that the sponsor is offering
Version C as a neans to achieve uniformty in the bill, so that
all departnents woul d be working under the sane guidelines.

M5. HUBER reiterated that the reason for Version Cis to clarify

"whether or not this bill was going to be mnmandatory." In
response to Representative Neuman, she confirned there is no
di fference between the original bill and Version C, other than

the added I|anguage in Version C, which clarifies what was
already in the bill.

REPRESENTATI VE NEUMAN said he is getting mxed signals. He
explained that he cannot understand Ms. Huber's previous
statenent that the sponsor prefers the original bill version to

Version Cif there is essentially no difference between the two.

M5. HUBER said the sponsor does not have a problem with Version

C, "she did not want people to msunderstand what the bill is
doi ng. " She added, "But if Representative LeDoux's idea goes
forward, ... | don't know that she would have a problem wth

it."

REPRESENTATI VE NEUVAN asked, "Don't all fire departnments require
an exam anyhow?"

REPRESENTATI VE GATTO recal l ed that when he first began work as a
fire fighter, there was probably a requirenment for "sone

evidence of an exam" He said later on there were annual
medi cal exam nations, which included tests of the heart and
| ungs. He shared his wunderstanding that the bill does not

clarify that it nmust be an approved exam He stated that he has
had repeated difficulties with the municipality, whether in
regard to retirenent and benefits or nedical plans. He said
"And that's why I'm kind of |ooking at this |anguage right here;
| think we have net the requirenents here by going to your
doctor or the first tinme the departnent gives you an exam or at
| east pays for the exam™
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CHAIR OLSON stated his belief that it is the intent of the
sponsor that Version C would garner nore support as the bill
noved forward.

M5. HUBER said she thinks the bill has a great deal of support

already "for the presunption ... for these particular rescue
workers." She reiterated that the sponsor did not want anyone
to be m sled. She directed attention to page 3, line 28, of
Version C [line 24 of the original bill], which read: "(f) The
departnent shall, by regulation, define". On ensuing lines, she
noted, the |anguage read, "the type and extent of the nedica
exam nation that is needed to elimnate evidence". She asked
Representative Gatto, "Do you think that the ones that you're
tal king about will do that in the end?"

REPRESENTATI VE GATTO r esponded:

It was very specific which exans were done and how
t hey were done. And we followed it as we followed a

menu. So, if that's not in regulation, [|'d be
surprised, because you had to do it or you couldn't
wor k. So, it must have been in regulation, but I'm

really trying to second guess that.
The conmmittee took a brief at-ease.

REPRESENTATI VE LeDOUX stated, "Yes, he nmakes a very good
argurment that could be used in a court of law, that even if they
don't give a specific test, ... you're still under the purview
of this bill and ... the presunption applies.” However, she
suggested that the commttee decide exactly how it wants the
bill to read, rather than |eaving any anbiguity. She asked,
"When this bill passed last year, did this have a voluntary
conmponent to it?"

M5. HUBER offered her understanding that "the |anguage was the
way it was in the bill before you on Friday," other than sone
unr el at ed changes. She added, "But everything else, | believe
is the sane as what passed the House | ast year."

REPRESENTATI VE GARDNER confessed to having beconme confused. She

said she had understood the intent of the bill was to provide
coverage for a list of presunptive illnesses. She added, "And
if we make it optional, then we've done nothing at all, because

the biggest fire fighter enployer has already said the world
will fall inif we doit."
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REPRESENTATI VE NEUVAN cautioned the conmittee' s making extensive
changes after looking at the bill for a limted anbunt of tine.
He said he would prefer to support the w shes of the sponsor.

REPRESENTATI VE GATTO said it is inportant to renenber that the
proposed legislation really addresses workers' conpensation.
Statistically, he relayed, fire fighters die at an earlier age.
He said, "The concept is: we think it's job related. And this
bill says we don't think it anynore - we're just going to say
it's job related. And that's that presunptive clause.” He
reiterated that he does not think nunicipalities are always
hel pful, and he stated that he thinks the fire fighters are
asking for helping through HB 200. He said he agrees with the
fire fighters.

4:22:56 PM

REPRESENTATI VE LeDOUX said she wants to give the help that is
deserved to fire fighters, but she is afraid that either of the
two versions of the bill "have a hole so big that you could
drive a fire truck through it."

M5. HUBER asked Representative LeDoux if she would be anenable
to the idea of allowing the original bill out of commttee, with
the prom se of the sponsor working with the chair of the next
coommittee of referral to address Representative LeDoux's
concerns.

REPRESENTATI VE LeDOUX said, "Absolutely."

IVB. HUBER said she wuld also be wlling to address
Representative Gatto's expressed concerns regarding the
regul ations and how that relates to the testing.

REPRESENTATI VE NEUVAN said he thinks the sponsor offered Version
C in response to commttee concerns, and he would |ike to honor
her request by proposing Version C

4:24:21 PM

CHAIR QOLSQN, after ascertaining that there was no one to
testify, closed public testinony.

REPRESENTATI VE NEUMAN noved to adopt the commttee substitute

(CS) for HB 200, Version 25-LS0748\C, Bannister/Bailey, 4/30/07
as the working docunent.
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REPRESENTATI VE GARDNER obj ect ed.

A roll call vote was taken. Representatives Ranras, Neunman, and
O son voted in favor of the notion to adopt the conmttee
substitute (CS for HB 200, Ver si on 25-1L.S0748\ C,
Banni st er/ Bai | ey, 4/ 30/ 07, as t he wor ki ng docunent .
Representatives Gatto, LeDoux, and Gardner voted against it.
Therefore, the notion failed by a vote of 3-3.

REPRESENTATI VE GATTO shared his vivid nenories of his early
years with the fire departnment, when he visited retired fire
fighters who were surviving with respirators, living in cheap
trailers, trying to get by on their retirenment incone, and not
getting ruch help. The desire was there to help these retired
fire fighters, but it was not possible, because "we needed the
approval of the departnent to give away noney that we had in our
retirement account." He said it is time to nake up for those
days, which is why he supports HB 200.

REPRESENTATI VE GARDNER sai d she also supports the bill, but she
is troubled by its anbiguity regarding the issue of whether or
not it would be mandatory. She expressed her wish that by the
time the bill cones to the House floor, the intent is clear
regarding the listed diseases, "the presunption that they're
work related,” and the intent to provide coverage for them

4:26:51 PM

REPRESENTATI VE LeDOUX said she agrees wth Representative
Gardner, and she expressed her desire to see her work with the
bill sponsor to tighten up the |anguage of the bill so that a
muni ci pality could not get out of providing coverage sinply
because it decides not to give the exam nation.

REPRESENTATI VE GATTO suggested nmaki ng the exam mandat ory.
REPRESENTATI VE LeDOUX responded, "Make either the exam mandatory
or, if they decide not to give the exam then it's their tough
luck - that they have the option of giving the exam"
REPRESENTATI VE GATTO said, "It counts as if they gave it."

M5. HUBER renewed her promise to work on these issues with the

bill sponsor before the bill's hearing in the next commttee of
referral
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4:27:48 PM

REPRESENTATI VE GATTO noved to report HB 200 out of commttee
with individual recomendations and the acconpanying fiscal
not es.

CHAI R OLSON obj ect ed.
4:29:16 PM

A roll call vote was taken. Representati ves Gardner, Gatto,
Neurman, and LeDoux voted in favor of nmoving HB 200 out of
conmittee wth individual recomendations and the attached
fiscal notes. Representati ves Ranras, and O son voted against
it. Therefore, HB 200 was reported out of the House Labor and
Commerce Standing Conmittee by a vote of 4-2.

REPRESENTATI VE NEUMAN explained that he voted yes because

al t hough he had supported Version M  because  of its
clarification, he did not want to hold up the bill in commttee.
ADJ QURNVENT

There being no further business before the commttee, the House
Labor and Commerce Standing Commttee neeting was adjourned at
4:32 p. m
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