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COW TTEE CALENDAR

SENATE BI LL NO 146

"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 reinbursenment of trustee expenses, to
the certification of a trust, to the suitability of a trustee,
to the place of administration 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 CSSB 146( STA) OUT OF COW TTEE

CS FOR HOUSE JO NT RESOLUTI ON NO. 15( STA)
Supporting the passage of a Filipino Veterans Equity Act and a
Filipino Veterans Fam |y Reunification Act.

MOVED CSHIR 15(STA) OQUT OF COW TTEE

SENATE BI LL NO. 148
"An Act relating to notor vehicle registration plates and fees
for Purple Heart recipients and Medal of Honor recipients; and
providing for an effective date."

SCHEDULED BUT NOT HEARD
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PREVI QUS COW TTEE ACTI ON

BILL: SB 146
SHORT TITLE: TRUSTS
SPONSOR(S): STATE AFFAI RS

03/ 28/ 07 (S) READ THE FI RST TI ME - REFERRALS
03/ 28/ 07 (S) STA, JUD, FIN

05/ 01/ 07 (S) STA AT 9:00 AM BELTZ 211

BILL: HIR 15

SHORT TITLE: WV 11 FILIPINO VETS: BENEFI TS/ | MM GRATI ON
SPONSOR('S) :  REPRESENTATI VE('S) LEDOUX

03/ 29/ 07 (H READ THE FIRST TIME - REFERRALS

03/ 29/ 07 (H MV, STA

04/ 03/ 07 (H) M.V REFERRAL WAl VED

04/ 10/ 07 (H STA AT 8:00 AM CAPI TOL 106

04/ 10/ 07 (H) Moved CSHIR 15(STA) Qut of Conmittee

04/ 10/ 07 (H) M NUTE( STA)

04/ 11/ 07 (H STA RPT CS(STA) 7DP

04/ 11/ 07 (H) DP: JOHNSON, JOHANSEN, GRUENBERG, DOLL,
COGHI LL, ROSES, LYNN

04/ 13/ 07 (H TRANSM TTED TO (S)

04/ 13/ 07 (H) VERS| ON:  CSHIR 15( STA)

04/ 16/ 07 (S) READ THE FIRST TIME - REFERRALS

04/ 16/ 07 (S) STA

05/ 01/ 07 (S) STA AT 9:00 AM BELTZ 211

W TNESS REG STER

MARI T CARLSON VAN DORT, Staff

to Senator Lesil MQiire

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented SB 146 on behalf of Senator
McQui re, sponsor.

DOUGLAS BLATTMACHR, Presi dent

Al aska Trust Conpany

Anchor age, Al aska

POSI TI ON STATEMENT: Supports SB 146.

DAVE SHAFTEL, Attorney

Tax and Estate Pl anni ng
Anchor age, Al aska
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PCSI TI ON STATEMENT: Supports SB 146.

STEVEN GREER, Attorney
Anchor age, Al aska
POSI TI ON STATEMENT: Supports SB 146.

CHRI STI NE MARASI GAN, St aff

to Representative Gabrielle LeDoux

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented HIR 15 on behal f of Representative
LeDoux, sponsor.

ACTI ON NARRATI VE

CHAIR LESIL MCGQU RE called the Senate State Affairs Conmmttee
nmeeting to order at 9:03:06 AM Senators MQ@ire, Geen,
Stevens, and Bunde were present at the call to order. Senator
French arrived soon thereafter.

SB 146 — TRUSTS

9:03:39 AM
CHAI R MCAUI RE announced consi deration of SB 146.

MARI T CARLSON VAN DORT, Staff to Senator McCQuire, sponsor of SB
146, said Al aska has becone one of the leading jurisdictions in
the country for trust admnistration and financial planning.
Wth that charge is the responsibility to constantly fine tune
the state’s trust laws to remain conpetitive with other states
t hat have progressive trust | egi sl ati on. Local banki ng
institutions have benefited from over 50 mllion dollars of
additional deposits because of Alaska' s trust |legislation as
well as increased business for trust conpanies, life insurance
agents, stock brokers, accountants, and attorneys. The state
also collects two mllion dollars of direct annual revenue. This
bill establishes provisions in current trust |egislation that
will keep Alaska on the cutting edge of trust law in the United
States making them nore user-friendly, and keeping litigation to
a mni num

9:07:17 AM

DOUGLAS BLATTMACHR, President, Al aska Trust Conpany, testified
that he has been working to inprove trust legislation in Al aska
since it was first established in 1997. Oher states such as
Del aware, South Dakota, Rhode Island, Nevada, and Utah have
copi ed nost of what Al aska has done. Thousands of Al askans have
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taken advantage of pieces of this |egislation. He said good

trust legislation will continue to keep attracting business to
Al aska.
9:08: 46 AM

SENATOR BUNDE asked for clarification on the ability to change
t he val ue of incone.

MR. BLATTMACHR replied that provision is primarily for a
charitable trust that will go on in perpetuity. Mst of these
types of trusts provide that the charity gets the inconme from
the trust and therefore the only thing the charity can do is
invest in bonds which limts gromh. A few years ago the statute
changed to allow the trustee to change the inconme paynent to a
uni -trust paynent which would be a percentage of value of the
trust. For exanple the charitable trust would get four percent
of the value. That neans they can invest for growh. As the
trust fund grows the charity will get nore noney and there wll
be nore noney there for the charity in the future.

SENATOR BUNDE said this is a “PO MB” concept.
MR. BLATTMACHR agr eed.

9:09: 47 AM
SENATOR FRENCH asked which section of the bill the value of
i ncome change applies to.

MR. BLATTMACHR said it was addressed in section 12. CHAIR
MCGUI RE added that section 12 refers to AS 13. 38.460(a).

SENATOR STEVENS, referring to section 7, asked M. Blattmachr to
comment on how quickly a trustee could be renoved.

9:10: 44 AM

MR. BLATTMACHR said typically if there is no provision in the
trust docunent, a person nmust go to court to renove a trustee.
The bill sets forth guidelines for renmoving a trustee, so it
could shorten the tinme it takes for renoval and avoid court
action.

9:11:35 AM
CHAIR MCGQUIRE asked to hear further testinony from attorneys
present on the question asked by Senator Stevens.

DAVE SHAFTEL, private attorney in tax and estate planning,
Anchorage, replied that section 7 is a default provision.
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Default provisions are neant to fill in the gaps for inadequate
trusts. Many trusts that are drafted by either <clients
t henmsel ves or by attorneys who don't work in the trust area may
be inadequate. The provision provides that a trust protector can
i medi ately renove a trustee that is not perform ng adequately
or is guilty of nalfeasance. The provision does speed up the
process considerably and provides a nunber of different nethods
for renoving a trustee. Wthout this provision, attorneys can
only rely on case law, and if there is anbiguity in the case |aw
it can take nmuch | onger.

MR. SHAFTEL said in general, this is an inportant and
substantive bill for filling in trust and estate |aw covering a
variety of subjects that were previously absent from state
statutes. He urges its passage.

9:14: 46 AM

SENATOR BUNDE, referring to previous testinony about Al aska
remai ning conpetitive with other states, thought there could be
a point of dimnishing returns. He is concerned about taking
action in an attenpt to remain conpetitive that would be |ess
t han optimum for the trustee.

VR. BLATTMACHR said that 1is not the case. He supports
legislation that is good for all parties involved, but primarily
is helpful to the beneficiaries of the trust.

SENATOR STEVENS asked M. Shaf t el for clarification of
provisions in Section 7. For exanple, if Senator Stevens wote
his own trust docunent wthout |anguage for renoval of a
trustee, would the provisions in this bill then be in effect on
his trust?

9:17: 02 AM

MR. SHAFTEL answered yes, that’s what is neant by default
provisions. |If there was no |anguage in the trust docunent
covering this subject, then the provision in this bill would
apply.

CHAIR MCGUI RE asked M. Shaftel to give an exanple where this
provi sion mght be inportant.

9:17:51 AM

MR. SHAFTEL began wth Senator Stevens' exanple whereby he
creates a trust and outlines in it something that is inportant
to him For exanple, he creates a trust for the benefit of his
children with the assets to be used for their education, and

SENATE STA COW TTEE - 5- May 1, 2007



when they get to the age of 30 if there is anything left over it
is distributed to them The trust nmay be bare bones and not
include any of the admnistrative provisions that specialists
who work in this area would include. If a client consulted an
attorney they would be asked how they wanted to handle various
situations such as renoval, resignation, or conpensation of a
trustee. These questions would be reviewed with the client and
provi sions would be drafted to address the client’s desires. In
Senator Stevens hypothetical trust none of those provisions
would be in place so the legislation would fill out the trust
docunent elimnating the need to go to court and ask a judge to
come up with an answer. It would also apply to someone who wants
to nove their trust from outside the state to Alaska. If those

trusts were inadequate, these provisions would fill in for those
as well.
9:21:03 AM

SENATOR FRENCH asked for an explanation of paragraphs (d), (e),
(f), (g), and (h) of Sec. 13.36.079 on pages 9 and 10.

9:22: 00 AM

MR. BLATTMACHR said many tinmes a lending institution would |ike
to know if there is a trust in existence, but the person may not
want the institution to know the disposit provisions. These
sections say that the trustee can give a lending institution a
certification that a trust exists and the institution nust rely
on that information.

SENATOR FRENCH said he is confused about paragraphs (f) and (g)
and asked for further clarification.

9:23: 39 AM

MR. SHAFTEL said paragraph (f) is designed to allow a party to
provide a financial institution certain portions of information
relating to the trust docunent so the financial institution can
be certain that the trust exists and that they are dealing with
the trustees. They can then proceed for exanple, with a paynent
from an account and not be responsible for making a m stake
because they don’'t have the full trust docunent. Many settlors
don’t want to give the full trust docunent because it nmay
contain personal information they don't want to share. The
financial institution may have a portion of the trust instrunent
but not enough to deternine that the certification may be
erroneous. Under subsection (g), a firm reasonably relying on a
certification can proceed to collect their fees even if the
certification was incorrect.
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9:29: 01 AM

SENATOR FRENCH said he sees the logic except when |ooking at
lines 26-28 on page 9. He understands not inpugning know edge if
the person does not have the crucial part of the trust, but if
they hold the entire trust it is difficult to absolve them of
any know edge.

MR. SHAFTEL said the point is well taken, and that sentence
should be clarified. Perhaps the commttee should strike the

words “all or” on page 9, |ine 27.
9: 30: 08 AM
SENATOR FRENCH said the bill is going to the Judiciary Conmittee

and it can be worked on there. He wants to flag that as an area
of concern.

SENATOR BUNDE said since 1997 there have been 15 bills
addressing this topic. He asked if this will take care of it or
wi |l sonmething new come up in the trust area next year.

MR. SHAFTEL said when he started practicing law in this area
Al aska’s trust statutes were very bare. The Uniform Probate Code
was about all that existed. The statutes being proposed such as
this one are not novel or risky. They sinplify and clarify, and
provide for ease of adm nistration of estates and trusts. O her
bills may well be seen in the future that will inprove this area
of the law trenendously. The result will be good, solid estate
law for Al aska residents and for those considering transferring
t hei r busi ness here.

9:34:19 AM
SENATOR BUNDE said he is encouraged to hear that the law is
solid. He asked if this is an evolving area of the law or if it
is settled.

MR. SHAFTEL replied sone areas of trust and estate |aw go back
to old English comon law so that's pretty settled, but because
trust and estate laws are so dependent on taxation and the
principles go so far back, they sonetines need to be noderni zed.
As tax |aw changes there are nodifications that are appropriate.
There will be continuing change for the good.

9:36:52 AM
SENATOR BUNDE asked if there is opposition to the bill.

MR. BLATTMACHR answered he is not aware of any opposition.
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CHAI R MCGQUI RE noved to anend SB 146 striking the words “all or”

on page 9, line 27. Hearing no objections, Arendnent 1 carried.
STEVE GREER, Attorney, said this bill is just catching up wth
the laws of other states. These provisions fill in the blanks

when the trust docunent doesn’'t articulate how certain matters
shoul d be resolved. Beth Chapnan, the primary draftsman of this
bill, took nost of these provisions fromuniformtrust code that
was passed by the National Commssion on Uniform State Laws.
This is good |legislation and he strongly urges its passage.

CHAI R MCGUI RE cl osed public testinony on SB 146.

9:39: 07 AM

CHAIR MCGQUI RE said this bill is on the House floor today and she
would like to nove the bill on to Judiciary Conmttee. She
thanked all the parties involved for their contributions
bringing the bill before the |egislature.

SENATOR GREEN noved to report SB 146, as anended, from conmttee
with individual recomendations and acconpanying zero fiscal
note. Hearing no objections, CSSB 146( STA) noved from conmttee.

HIR 15 - WAV I FILIPI NO VETS: BENEFI TS/ | MM GRATI ON

9:40: 22 AM
CHAI R MCGUI RE announced consideration of HIR 15. [Before the
commttee was CSHIR 15( STA). ]

CHRI STI NE MARASI GAN, Staff to Representative Gabrielle LeDoux,
sponsor, said HIRL5 supports the passage of the Filipino
Veterans Equity and Filipino Veterans Fam |y Reunification Acts
that are currently in Congress. The bills reinstate the benefits
that were promsed to Filipino Wrld War |1 veterans that were
rescinded in 1946. It also allows famlies of immgrated
veterans into the United States beyond the current inmmgration
pol i cy quot a.

9:41: 32 AM
REPRESENTATI VE GABRI ELLE LEDOUX, Sponsor of HIR 15, encouraged
passage of the bill out of conmttee.

CHAI R MCGUI RE cl osed public testinony.
SENATOR FRENCH noved to report CSHIR 15(STA) from commttee with

i ndi vi dual recomrendations. Hearing no objections, the notion
carri ed.
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CHAI R MCGUI RE adj ourned the commttee at 9:42:47 AM
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