ALASKA STATE LEG SLATURE
SENATE LABOR AND COVMERCE STANDI NG COW TTEE
February 21, 2008
1:30 p. m

VEMBERS PRESENT

Senator Johnny Ellis, Chair
Senator Bettye Davis
Senat or Con Bunde

VEMBERS ABSENT

Senator Gary Stevens, Vice Chair
Senat or Lyman Hof f man

COWM TTEE CALENDAR

SENATE BI LL NO 153

"An Act relating to the use of credited mlitary service by

retired peace officers and fire fighters to neet certain

requi renents for major nedical insurance coverage benefits.”
MOVED SB 153 OUT OF COW TTEE

SENATE BI LL NO. 209
"An Act extending the termnation date of the Al aska Commi ssion
on Aging; and providing for an effective date."

MOVED SB 209 OUT OF COW TTEE

HOUSE JO NT RESOLUTI ON NO. 16
Qpposing inposition of a mlk tax on Al askans.
HEARD AND HELD

CS FOR HOUSE BILL NO 196(JUD)
"An Act relating to the handling of nmatters after a person's
death."

HEARD AND HELD

PREVI QUS COW TTEE ACTI ON
BILL: SB 153

SHORT TI TLE. PEACE OFFI CERS/ FI RE FI GHTER RETI REMENT
SPONSOR(s): SENATOR(s) FRENCH

04/ 13/ 07 (S) READ THE FI RST TI ME - REFERRALS
04/ 13/ 07 (S) L&C, STA, FIN
01/ 31/ 08 (S) L&C AT 2: 00 PM BELTZ 211
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01/ 31/ 08 (S) Heard & Hel d

01/ 31/ 08 (S) M NUTE( L&C)

02/ 07/ 08 (S) L&C AT 1:30 PM BELTZ 211
02/ 07/ 08 (S) -~ MEETI NG CANCELED - -
02/ 21/ 08 (S) L&C AT 1:30 PM BELTZ 211
BILL: SB 209

SHORT TI TLE: EXTEND ALASKA COVM SSI ON ON AG NG
SPONSOR(s): SENATOR(s) DAVI S

01/ 16/ 08 (S) PREFI LE RELEASED 1/ 4/ 08

01/ 16/ 08 (S) READ THE FIRST TIME - REFERRALS
01/ 16/ 08 (S) L&C, FIN

02/ 19/ 08 (S) L&C AT 1:30 PM BELTZ 211

02/ 19/ 08 (S) Heard & Hel d

02/ 19/ 08 (S) M NUTE( L&C)

02/ 21/ 08 (S) L&C AT 1:30 PM BELTZ 211

Bl LL: HIR 16
SHORT TI TLE: OPPOSI NG M LK TAX
SPONSOR(s): REPRESENTATI VE(s) LYNN

03/ 30/ 07 (H READ THE FI RST TI ME - REFERRALS
03/ 30/ 07 (H L&C

05/ 04/ 07 (H L&C AT 3: 00 PM CAPI TCL 17

05/ 04/ 07 (H Moved Qut of Conmittee

05/ 04/ 07 (H M NUTE( L&C)

05/ 05/ 07 (H) L&C RPT 5DP

05/ 05/ 07 (H DP: GARDNER, GATTO BUCH, LEDOUX, OLSON
05/ 09/ 07 (H) TRANSM TTED TO (S)

05/ 09/ 07 (H) VERSI ON:' HIR 16

05/ 09/ 07 (S) READ THE FI RST TI ME - REFERRALS
05/ 09/ 07 (S) L&C

02/ 21/ 08 (S L&C AT 1:30 PM BELTZ 211

BILL: HB 196
SHORT TI TLE: HANDLI NG MATTERS AFTER A PERSON S DEATH
SPONSOR(s) : JUDI Cl ARY

03/ 14/ 07 (H READ THE FI RST TIME - REFERRALS

03/ 14/ 07 (H JUD

04/ 04/ 07 (H) JUD AT 1: 00 PM CAPI TOL 120

04/ 04/ 07 (H Heard & Hel d

04/ 04/ 07 (H) M NUTE( JUD)

04/ 10/ 07 (H) JUD AT 1: 00 PM CAPI TOL 120

04/ 10/ 07 (H Moved CSHB 196(JUD) Qut of Conmittee
04/ 10/ 07 (H) M NUTE( JUD)
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04/ 11/ 07 (H) JUD RPT CS(JUD) 5DP 1NR

04/ 11/ 07 (H) DP: GRUENBERG, LYNN, COGHILL,
RAVRAS

04/ 11/ 07 (H) NR. SAMUELS

04/ 20/ 07 (H TRANSM TTED TO (S)

04/ 20/ 07 (H VERSI ON:  CSHB 196( JUD)

04/ 23/ 07 (S) READ THE FIRST TIME - REFERRALS

04/ 23/ 07 (S) L&C, STA, JUD

02/ 21/ 08 (S) L&C AT 1:30 PM BELTZ 211

W TNESS REG STER

ALLI SON BI ASTOCK

Staff to Senator French

Al aska State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Conmented on SB 153 for the sponsor.

REPRESENTATI VE BOB LYNN

Al aska State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Sponsor of HIR 16.

DI RK MOFFAT

Staff to Representative Lynn

Al aska State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Conmented on HIR 16 for the sponsor.

| LONA RI CHEY, Executive Director

Al aska M Ik Coalition

Pal mer, AK

PCOSI TI ON STATEMENT: Supported HIR 16.

MARI O CASTI LLO, Executive Director
Dairy Trade Coalition

No address provided

POSI TI ON STATEMENT: Supported HIR 16.

REPRESENTATI VE JAY RAMRAS

Al aska State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Sponsor of HB 196.

JANE Pl ERSON
Staff to Representative Ranras
Al aska State Capitol

HOLMES,

SENATE L&C COWM TTEE - 3- February 21, 2008



Juneau, AK
POSI TI ON STATEMENT: Commented on HB 196 for the sponsor.

ROBERT MANLEY, Estate Pl anning Attorney
Representing hinsel f

Anchor age, AK

POSI TI ON STATEMENT: Supported HB 196.

RCDNEY KLEEDEHN, representing hinself
No address provided
PCOSI TI ON STATEMENT: Supported HB 196.

DOUGLAS BLATTMACHER, President

Al aska Trust Conpany

Anchor age, AK

PCOSI TI ON STATEMENT: Supported HB 196.

STEVE CGREER, Estate Pl anning Attorney

Representing hinsel f

Anchor age, AK

PCSI TI ON STATEMENT: Supported HB 196 and spoke to Sections 2 and
3.

ACTI ON NARRATI VE
CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing

Commttee neeting to order at 1:30:31 PM Present at the call to
order were Senators Bunde, Davis and Ellis.

SB 153- PEACE OFFI CERS/ FI RE FI GHTER RETI REMENT

1:31: 35 PM
CHAI R ELLI S announced SB 153 to be up for consideration.

ALLI SON BI ASTOCK, staff to Senator French, sponsor of SB 153
said she was avail able to answer questions.

SENATOR BUNDE said he generally supported the bill, but one
factor under discussion was that it would be used to recruit new
enpl oyees, and he asked if that was the case.

M5. BIASTOCK replied that it applies to only Tier Il and Ill and

it is going to be used as a retention tool to keep people from
| eavi ng before they vest, not for new hires.
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SENATOR BUNDE remarked that he wanted it clarified that the
state is not going to hire any people under a retirenent system
that no | onger exists.

SENATOR DAVIS noved to pass SB 153 from commttee wth
i ndi vidual recomendations and acconpanying fiscal notes. There
were no objections and it was so ordered.

SB 209- EXTEND ALASKA COWM SSI ON ON AGQ NG

1:34:27 PM
CHAIR ELLI S announced SB 209 to be up for consideration.

SENATOR BUNDE nobved to pass SB 209 from commttee wth
i ndi vi dual recomendati ons and attached fiscal notes. There were
no objections and it was so ordered.

HIR 16- OPPCSI NG M LK TAX

1:34:56 PM
CHAIR ELLI S announced HIR 16 to be up for consideration.

REPRESENTATI VE BOB LYNN, sponsor of HIR 16, said the mlk
industry in Alaska is struggling to stay in business and the
dairy business is a vital elenent to Alaska's economc
di versification

1: 36: 24 PM
SENATOR BUNDE asked after the Mitanuska Miid debacle, if there
is still a dairy industry in Al aska.

REPRESENTATI VE LYNN replied barely, but they need to keep the
remmants of what is left and a mlk tax would have the opposite
effect.

DI RK MOFFAT, staff to Representative Lynn, explained that the
mlk tax refers to the nmandatory dairy assessnment that was
i mposed by Congress in 1983. The purpose of the tax was to
decrease the surplus of mlk by increasing the demand. In the
past m |k over-production was a big problemin the Lower 48 and
answer to it was a nmmssive generic canpaign that asked *GCot

m | k?” Al aska, Hawaii, and Puerto R co have mlk, but not
enough. “W’'re a mlk deficit state.” So, he explained that
Al aska was excluded from this pronotion, but stated that Al aska
is still a mlk deficit state and should not be forced to

pronote outside surplus mlk fromthe Lower 48.
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1:38:58 PM

| LONA RICHEY, Executive Director, Alaska MIk Coalition, said
she is also president of the Al aska Chapter of Wnen Involved in
Farm Economics (WFE), supported HIR 16. They oppose the mlk

tax because of its inpact on consuners. | sol ated Bush
communities with the highest mlk prices wll be particularly
af f ect ed.

1:41: 37 PM

MARI O CASTILLO, Executive Director, Dairy Trade Coalition,
supported HIJR 16 said the Al aska Chapter of WFE and the Al aska
MIlk Coalition are nenbers of the association. He related that a
new dairy was opening up in the Mitanuska Valley and that four

or five dairies in Alaska wll have congressional funds to
devel op niche products. The Valley Dairy will start to produce
some ice cream flavors very soon that wll be niche products
unique to Alaska. For exanple, their products are going to
feature | ocal ingredients such as wld salnmon Dberries,

huckl eberries and birch syrup. He said the Alaska Gold Nugget
Cheddar plant is already receiving orders. This operation is
commtted to using all the m |k Al aska can produce.

MR. CASTILLO said he wote the |anguage that exenpted Al aska in
1983.

1:46: 09 PM
SENATOR BUNDE asked at $.15 per 100-weight, what would that
actually translate to for the consuner per half gallon of mlk.

MR. CASTILLO answered any tine a mddle man has an opportunity
to mark up a product, it won't be at the |lowest |evel; he all of
a sudden take a brand new |ook at sonme outside elenents
including transportation costs, storage or whatever to revisit
his current pricing. “There is no way to gauge the |level of
human greed that could be let |oose.”

CHAI R ELLI S asked what the other ml k-deficit states have done.

MR. MOFFAT answered that Congressman Young had sent a letter to
US. Secretary of Agriculture. Ohers from Hawaii and Puerto
Ri co signed the sane letter.

1:48: 42 PM

CHAIR ELLIS noted a letter from Departnment of Natural Resources
(DNR) tal king about the “Got M I k” canpaign and others. It said
it mght be prudent to wait for the outcome of the Beef Act
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case. He asked if he had any comments on the natural resources
briefing paper about this bill.

MR. MOFFAT had no comments.
CHAIR ELLI S said he would hold the bill for another hearing.

1: 51: 14 PM at ease 1:53:51 PM

CSHB 196(JUD) - HANDLI NG MATTERS AFTER A PERSON S DEATH

CHAI R ELLI S announced CSHB 196(JUD) to be up for consideration.

1:53:51 PM

REPRESENTATI VE JAY RAMRAS, sponsor of HB 196, testified that it
di scourages beneficiaries in a will from contesting el enents of
the docunent; it also addresses proceeds from life insurance
pol i ci es.

1:56: 08 PM

JANE PIERSON, staff to Representative Ranras, said the purpose
of HB 196 is to make the wll process as streanlined and

efficient as possible. It works hand in hand with sonme of the
provisions in trusts and that was really the inpetus of this
bill.

CHAIR ELLIS asked if it originated fromtrust attorneys.
M5. PEARSON replied yes.

SENATOR BUNDE asked if the bill wants to prevent soneone who has
a legitimte claimfromcontesting a trust.

M5. PIERSON answered that provisions in case |aw address undue
influence in a will. This bill would apply if your |ast w shes
were being questioned. Sonetimes a protest will be used as a
bargaining chip to get a nonetary settlenent in litigation.

1:58: 55 PM

SENATOR BUNDE asked if this would prevent an investor from being
named in a |ife insurance contract to protect his investnment if
t he entrepreneur was sonehow renoved fromthe scene.

REPRESENTATI VE RAVRAS responded that the concept Senator Bunde

was referring to is called “key man” insurance coverage and he
had those sane reservations |ast year. He deferred those answers
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to professionals in the field because as a lay person he
couldn’t see the |ogic.

2:01: 03 PM

M5. PIERSON clarified that AS 13.33.101 lays out that Ilife
i nsurance contracts and retirenment plans are protected from
clains and creditors.

SENATOR BUNDE said he thought an answer is that if you have key
man i nsurance, those people are naned in the insurance. So, this
woul d not prevent them from having a claim

M5. Pl ERSON answered yes.

2:02: 14 PM

ROBERT MANLEY, Estate Planning Attorney representing hinself,
said he is part of an informal group of estate planning |awers
who have been working to keep Alaska law on trusts current and
wor king well so Al askans can have their wishes carried out with
a mninmm of expense and tax costs. Wiile other legislation in
recent years has cone before them has been designed in part to
attract trusts from other jurisdictions, HB 196 is primarily of
| ocal i nterest. It has been circulated through the Dbar
association and it has broad support.

MR. MANLEY said Section 1 deals wth no contest clauses;
Sections 2 and 3 deal with probate waiver affidavits and section
4 deals wth beneficiary designations for |Ilife insurance,
qgualified plans, IRAs and the |iKke.

He said he wanted to speak to section 1 and allow his coll eagues
to speak to the other sections; he said this section sinply
brings Alaska law governing wlls into conformty wth [|aws
governing revocable trusts. Revocable trusts and wlls are the
two primary vehicles that people use for estate planning. There
are various reasons for selecting one over the other including
privacy, avoidance of probate in nultiple jurisdictions or
avoi dance of the extra expense of funding a revocable trust.

MR. MANLEY said that Al aska trust |law provides that no contest
cl auses are effective; the laws governing wills say that contest
cl auses are not effective if the challenger has probable cause.
The contest clause is the provision used if a beneficiary under
a will or trust challenges the dispositions soneone wants to
make. Some people will challenge a will not because there is a
good reason for doing it, but because they are trying to extort
some kind of settlement on the basis of the cost of litigation
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often they are successful. This puts wills on the sanme plane as
trusts in preventing that kind of thing.

MR. MANLEY stated there is a valid challenge if the person
making the instrunment didn't have testanentary capacity or was
unduly influenced, and then a court <could invalidate that
instrument and the no contest clause is of no effect. Mre
inmportantly, he said, if you totally disinherit sonebody a no
contest clause doesn’'t work at all because the person is risking
nothing. So, it only applies in situations where one child is
being favored over the other. This legislation will allow people
to exercise their own judgnment over disposition of their own
noney rather than have ongoing litigation in the future.

2:07:26 PM

Section 4(f) on page 3, line 21, specifically does not limt the
right of the owner of a policy to pledge or assign a contract
for collateral for debts. So it doesn’'t interfere in any way
with the ability for creditors to protect thenselves through
life insurance. It clarifies in Alaska |aw that you can nane a
trust as well as an individual and have that disposition free
fromthe clains of general predators of the deceased.

CHAIR ELLI S asked if he knew of any opposition to this bill.
MR. MANLEY replied he didn't know of any opposition.

2:08: 44 PM

RCDNEY KLEEDEHN, representing hinself, supported HB 196 and said
he would comment on the part of Section 4 that addresses life
i nsurance proceeds payable to a beneficiary upon the death of an
insured and also that addresses retirenent account proceeds
payable to a beneficiary upon the death of the account owner. He
explained that l|ife insurance proceeds payable to an individua
or to an irrevocable trust are not subject to clainms nade by the
insureds’ creditors. This is true in the case of retirenent
account proceeds payable to an individual or an irrevocable
trust. However, proceeds payable to a revocable trust are
subject to such clainms. This is the form of trust nost wdely
used by Al askans.

The problem is that the ability of creditors to reach these
proceeds di scourages use of revocable trusts, which provide much
needed managenent for immture beneficiaries and others who
can’t manage noney for one reason or another. H's concern is for
the 18-year old who is legally an adult getting unfettered
control of life insurance proceeds because a parent chose not to
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run the creditor risk of wusing a revocable trust. |If the
proceeds had gone to the trust, managenent could be provided
indefinitely or to a suitable age for the individual to assune
responsibility for financial affairs. He was aware of no
opposi ti on what soever; the consensus is it’'s a good idea.

2:11:19 PM

DOUGLAS BLATTMACHER, President, Alaska Trust Conpany, supported
HB 196. He said it would inprove Alaska's trust |aws and nmake
the adm nistration of estates and trusts sinpler.

CHAIR ELLIS asked him to describe what Alaska Trust Conpany
does.

MR. BLATTMACHER replied it is a stand-alone trust institution
simlar to the bank’s trust departnent, but all they do is
provide trust, fiduciary and investnent nmanagenent services
primarily to individuals, but to some institutions, as well. He
has nine enployees and about 1,000 trust accounts nostly from
outside of Alaska. It started in 1996

CHAIR ELLIS asked if it was fair to say the growh of his
conpany was due in part to changes the state has made over the
years in trust law in Al aska.

MR. BLATTMACHER replied yes; he added that trust departnments in
ot her banks have also received additional business along wth
i nsurance witers, stock brokers and attorneys.

2:13:21 PM

STEVE GREER, Estate Planning Attorney, representing hinself,
Anchorage supported HB 196 and spoke to Sections 2 and 3. He
expl ai ned that they proposed bringing the threshold Iimt where
probate can be avoided up to a nore reasonable anmount. These
sections were neant to allow heirs to avoid the | egal expense of
a probate proceeding.

Current statutes say that the decedent can only avoid the |ega
expense of a probate proceeding if the decedent dies owning
$15, 000 or less of personal property that has been on the books
since the early 80s. This bill raises that threshold to $25, 000,
a nunber that has tracked the consuner price index (CPl) since
the early 80s. Cars are a problem and are treated separately
Because no one really knows what a car is worth when a spouse
dies, and when title does not Ilist the surviving spouse as
“and/or” or “or”, the spouse would have to go through a probate
proceedings to get the car transferred to her if it exceeded the
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val ue of $15,000. This bill raises the threshold for the val ue
of cars to a nore reasonable amunt of $100,000 because nost
fam |ies have nore than one car.

MR. GREER said it should be noted that virtually all states have
a simlar statute only differing only in the anmount in which
probate proceeding is not necessary. For exanple, Wshington has
a statute which states the formal probate proceeding is not
necessary if a decedent’s probatable estate is worth less than
$100, 000; Oregon has a statute that says $200,000. He concl uded
that this bill represents a conprom se between those individuals
who want to avoid probate as opposed to those attorneys who
typically use the probate process to get assets from a decedent
to the heirs. It really is a consunmer protection bill because it
nmakes it nore possible for a decedent dying with a small estate
to avoid the expense that would be the case under current |aw
He had heard of no objections to this bill; rather that it
provi ded good changes.

SENATOR BUNDE asked why increase the value of vehicles to
$100, 000, but Ileave the other property or cash to a npdest
i ncrease of $25, 000.

2:18: 48 PM

MR. GREER answered it's the case with any bill when you set an
arbitrary anount whether it be $25,000 or $100, 000, people have
di fferent thoughts. One thought is if soneone died with $100, 000
in a bank account, there's too nuch room for fraud. He explai ned
that the affidavit procedure wherein probate can be avoided
sinply states that a successor can go to a bank and the bank is
obligated to pay that noney to him However if sonmeone else is
entitled to receive that noney pursuant to the terns of the
decedent’s wll, that individual can still go to court and go
t hrough the probate process. A property limt over $25,000 would
encourage abuse of this section, but that is not the case for
aut onobi | es.

SENATOR BUNDE asked if it’s possible that people who do probate
work would |ose the opportunity to do sone work if the limt
were rai sed to $100, 000.

MR. GREER replied yes, but an attorney’s duty is to his client,
not his pocket book.

REPRESENTATI VE RAMRAS wapped up that no one is hurt by the

changes and it is helpful to the process and an inportant
housekeepi ng nmeasure for Al aska.
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2.22:19 PM

SENATOR BUNDE said when the bill cones up again he wanted to
know what it would cost to go through probate for $25,6000 -
because he understands it would cost them a significant portion
of the $25,000 to recover the $25,000 - especially when he has
heard other states are at $100,000 or $200,000 and vehicles are
$100, 000. He wanted to raise the limt to $100,000 or sonething
hi gher so the cost of probate would not eat up nost of the
i nheritance.

REPRESENTATI VE RAMRAS said he shared t hose concerns.
CHAIR ELLIS said the bill would be held for further work. There

being no further business to come before the committee, he
adj ourned the neeting at 2:25:46 PM
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