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ACTI ON NARRATI VE
3:19:43 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:19 p.m Representatives Neuman

Buch, Chenault, Holnmes, T. WIson, and O son were present at the
call to order. Representative Ranras was al so in attendance.

3:20: 11 PM

HB 146- TRANSFER RESTRI CTI ONS ON TRUSTS
CHAI R OLSON announced that the only order of business would be
HOUSE BILL NO 146, "An Act relating to transfer restrictions on
trust interests.”

3:20:41 PM

JANE W PIERSON, Staff, Representative Jay Ranras, Al aska State
Legi slature, presented HB 146 on behalf of the prine bill
sponsor, Representative Jay Ranras. She explained that HB 146
clarifies the burden of proof a creditor nust neet to establish
to show a transfer in trust was done with the intent to defraud
a creditor. It clarifies the spendthrift provision in statute,
which will apply to a trust if distributions are made under the
exercise of discretion by a trustee who is not the settlor,
whet her or not the exercise of the discretion is governed by a
st andar d.

MS. PI ERSON continued. This bill provides that the spendthrift

provision in a trust will apply even though the trustee may
distribute income or principal to the settlor or to pay incone
taxes. It clarifies that a beneficiary’s interest in a trust,

whet her or not vested, is not considered a factor or econom cC
circunstance in the division of property subject to divorce.

3:21:48 PM
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M5. PIERSON provided a sectional analysis for HB 146. She
explained that Section 1 of HB 146 would anmend AS 34.40.110(b),
which nakes exenptions to transfer trust restrictions.
Subsection (b), paragraph (1) requires that a creditor nust
establish criteria by clear and convincing evidence. The
subsection (b), paragraph (2) exception nakes a conformng
amendnent to reflect the additional materials under subsection
(b), paragraph (3) of HB 146. The two changes in paragraph (3)
of HB 146 would allow a creditor to satisfy a claim out of the
restricted trust interest if the trust requires its incone or
principal to be distributed to the settlor. A new exception
would allow the settlor to receive «certain discretionary
distributions nade by the trustee, who is not the settlor. And
the first new exenption to subsection (b), paragraph (3) of HB
146 allows the settlor to receive certain discretionary
distributions nade by a trustee, while a second new exenption
relates to the receipt of certain income or principal to pay
i ncone tax due on the trust.

M5. PIERSON explained Section 2 of HB 146 would anend AS
34.40.110(h) to provide that a transfer restriction on a
beneficiary's trust interest is enforceable, even if the settlor
has certain powers relating to the appointnment, renoval, or
repl acenent of a trustee, trust protector, or an advisor.

3:22:52 PM

M5. PIERSON explained that Section 3 of HB 146 would anend
existing AS 34.40.110(1). If the trust has a transfer
restriction, the beneficiary's trust interest is not subject to
a division in the event of a divorce or dissolution of the
marriage of a beneficiary of the trust, whether or not the
trust's interest is vested. This bill clarifies that the trust
interest may not be considered a factor or econom c circunstance
in the division of property at divorce or dissolution.

3:23: 37 PM

REPRESENTATI VE HOLMES referred to page 1, line 8, of HB 146, to
the standard of clear and convincing evidence, and asked why
that standard was chosen instead of a propensity of evidence or
ot her | egal standard.

M5. Pl ERSON deferred to one of the experts on the bill.

3:24:14 PM
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REPRESENTATI VE BUCH asked whet her the sponsor had any letters of
support or opposition for the bill.

M5. PIERSON answered that this is one of the bills devel oped
through the trust group and while there were not any letters of
support for the bill, one group supports HB 146 and wi |l provide
testi nony today.

3:24: 55 PM
REPRESENTATI VE NEUMAN asked for the reason for the bill.

M5. PIERSON responded that Representative Ranras has been
working to keep Alaska as one of the premer places for trust
and investnents, which is attractive since Al aska does not have
an income tax. The goal has been to encourage people to invest
in the state and to place noney into trusts, which are taxed and
benefit the state. Thus far, this effort has been quite
successful .

REPRESENTATI VE NEUMAN recalled Representative Ranras has had
several bills come before the conmttee on trust topics. He
asked whether the purpose of these bills is to attract
i nvestors.

M5. Pl ERSON answered yes.

3:26:12 PM
M5. PIERSON, in response to Chair A son, recalled testinony |ast
year which indicated that trust investnents bring $8 mllion to
the state. In further response to a coment, she said she
t hought one nore bill, which is not a trust bill, is planned for
this year.
3:27:25 PM

REPRESENTATI VE NEUMAN referred to a letter in nenber's packets
from Dana A son and asked for an expl anati on.

M5. PI ERSON responded that she held a | ong conversation with M.
A son, who holds sonme agricultural trust |and. She appears to
be in the process of a multi-faceted bifurcated divorce, and
expressed concerns to the sponsor that provisions in this bil
could affect her trust |ands, she stated.
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REPRESENTATI VE NEUVAN inquired as to whether M. Pierson was
abl e to address her concerns.

MS. PIERSON offered her belief that Ms. O son has nany concerns,
some of which are not related to changes nmade by HB 146

REPRESENTATI VE NEUVAN suggested that perhaps some of Ms. dson's
concerns wll be addressed as this bill goes through the
| egi sl ati ve process.

3:28: 55 PM

BETH ANN CHAPMAN, Attorney, Faulkner Banfield, stated she has
been practicing in the trust and estates area for the past 22
years. She offered her support for HB 146. She related that
she is part of an informal group of trust attorneys throughout
the state who work together to inprove Alaska' s trust |laws. She
recalled testinony |ast year that discussed the anobunt of trust
assets in the state. Al aska now retains many assets that would

have left the state. Many famlies keep their trust funds in
Al aska for future generations. She addressed the constituent
concern raised earlier today. She explained the bill addresses

self-settled trusts, that in the context of divorce, this bill
in particular, does not apply to trusts established during a
marriage unless there is an agreenent that they wll apply.
Thus, any trust established during a marriage would not be
affected by HB 146.

3:30: 43 PM

REPRESENTATI VE BUCH asked for an exanple of successes in estate
trusts that keep nonies in the state.

M5. CHAPMAN stated she represents a famly that has significant
weal th, which was generated in Alaska, but the famly now
resides in the Lower 48. Their assets would be distributed upon
their deaths and normally would nove to the state in which their
children or survivors resided. As a result of the trust |aws,
and since Al aska does not have a state incone tax but also has
creditor protection, famly nmenbers are keeping their estate in
Al aska and in Al askan banks. O herwise the estate would have
been |iquidated and the assets would have noved out of state

she st at ed.

3:31:47 PM

REPRESENTATI VE HOLMES asked Ms. Chapman about standard of proof.
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M5. CHAPMAN said she could not, but suggested that M. Shaftel
woul d be able to answer the question.

3:32: 13 PM

REPRESENTATI VE NEUVAN asked for the basic explanation of the
pur pose of a trust and the nechani smof how it works.

M5. CHAPMAN answered that a trust can be established in a
variety of ways. For exanple, if she were to establish a trust
for her 17-year-old son, an attorney would draft the docunent,
and she would ask either a friend or fam |y nmenber to nanage the
trust. For exanple, she could ask the Alaska Trust Conpany,
Wl ls Fargo, or her sister to be the trustee. The trustee would
invest the trust funds for her son, subject to the directions of
the trust docunment, would make distributions for his education
if that is what she had directed, and would use discretion to
insure the funds were invested to fulfill the purposes set out
in the trust.

REPRESENTATI VE NEUVAN asked whether the person who establishes
the trust has the full authority to explain the managenent and
di sbursenment of the funds contained in the trust. He asked for
changes to trust law contained in the bill.

M5. CHAPMAN responded, stating HB 146 will clarify that certain
types of trusts will have creditor protection and not all trusts
are discretionary trusts. For exanple, she could wite a trust
to designate that assets shall be distributed for education, or
may be distributed for education, or she may decide to trust the
trustee to wuse the funds for any expenditure he/she deens
appropriate. This bill nakes clear certain types of trusts with
mandatory distributions, such as inconme tax distribution, wll
not subject the trust to the creditors of the settlor; creditor
protection is one reason to use such a trust.

3:34:58 PM

REPRESENTATI VE BUCH asked whether this covers probate |aw or
| and trusts.

MS. CHAPMAN answered that this bill covers self-settled trusts,
but would not affect what mght happen if a wll has undergone
the probate process; these are very specific types of trust and
can affect land or investnents as the trusts are not linmted to
what can be placed in these types of trusts.
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3:35: 58 PM

DOUGLAS BLATTMACHR, President, Al aska Trust Conpany, stated that
he supports HB 146. He related that since Al aska adopted its
first trust law in 1997, well over $500 million has cone to
Al aska and is managed in Al aska by his trust conpany and ot her

trust institutions and individuals. In addition, Al aska
receives about $1 nmillion per year in insurance prem umtaxes.
3:37:30 PM

REPRESENTATI VE HOLMES asked M. Blattmachr to discuss the
standard of review in HB 146.

MR. BLATTMACHR said he is not best person to answer the
guestion, although he related Alaska is conpeting with other
states for trusts. He understood that some states have stronger
standards, but the clear and convincing standard seened like a
reasonabl e standard but would still allow the state to remain
conpetitive. He expl ained he has been working with the trust
and estate attorneys since 1997 to try to make Al aska the
premer trust jurisdiction and the group thinks it has
acconpl i shed that goal, and has enhanced a nunber of jobs in the
trust industry, insurance, and |legal communities.

3:39:17 PM

MR. BLATTMACHR, in response to Chair Oson, offered that his
brother, Jonathan Blattmachr, is a |eading estate-planning
attorney based in New York but is licensed in Al aska. He
explained that he, his brother, and M. David Shaftel are
currently attending an estate planning conference in Mam. He

t hought the other testifiers may have had trouble getting on-
line or mght be attending sem nars.

3:40: 10 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 146.

3:40: 28 PM
REPRESENTATI VE NEUMAN noved to report HB 146, Version 26-

LSO633\A out of conmttee with individual recomendations and
t he acconpanying fiscal notes.
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There being no objection, HB 146 was reported from the House
Labor and Commerce Standing Comm ttee.
3:41: 08 PM

ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
3:41 p.m
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