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ACTI ON NARRATI VE

1:32: 18 PM

CHAI R JCE PASKVAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 1:32 p.m Present at the call to
order were Senators Thomas, Meyer, Bunde, and Paskvan.

HB 354- AK CAPSTONE AVI ONI CS REVOLVI NG LOAN FUND

CHAI R PASKVAN announced HB 354 to be up for consideration.

1:34:19 PM

REPRESENTATI VE WES KELLER, sponsor of HB 354, said he has heard
no negatives about the Capstone Project. He said this FAA pilot
program in Southeast and Southwest Al aska clainmed a 47 percent
reduction in accidents. Since then the challenge is to get all
the aircraft equipped with the proper equipnent. Al HB 354 does
is correct an oversight by making aircraft operators in the
state who |lease their aircraft eligible for the loan that was
put in place for purchasing the equipnent.

SENATOR BUNDE asked if this revolving | oan fund supports itself.
REPRESENTATI VE KELLER answered yes and that HB 354 is supported
by the D vision of Investnents in the Departnent of Comrerce,
Communi ty and Econom ¢ Devel opnment ( DCCED) .

SENATOR BUNDE asked what the Capstone equi pnent costs.
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1:36: 18 PM

MATT JOHNSQON, staff to Representative Keller, answered that the
upper end equipnment costs around $15,000 and purchasers can
borrow up to 80 percent of that which would be about $12, 000.

SENATOR BUNDE said that jibes with his nenory; that anount is
not sonething that soneone would get on a | ark.

CHAI R PASKVAN cl osed public testinony.

SENATOR THOVAS noved to report HB 354 from conmttee wth
i ndi vi dual recommendati ons and attached fiscal note(s).

SENATOR BUNDE objected to note a possible conflict because he is
an aircraft owner and could conceivably take advantage of this
particularly if the price cones down substantially; then he
removed his objection. There were no further objections and HB
354 noved fromcomttee.

1:38:40 PM
CHAI R PASKVAN announced an at ease from 1:38 to 1:39 p. m

1:39:46 PM
CHAI R PASKVAN cal l ed the neeting back to order at 1:39 p. m

HB 253- MECHANI C/ MATERI ALMEN LI ENS

CHAI R PASKVAN announced HB 253 to be up for consideration.

1:40: 04 PM

REPRESENTATI VE JAY RAMRAS, sponsor of HB 253, said this bill is
from one of the chair's constituents, Rocky Paby, a Fairbanks
boiler technician and that he has taken lengthy testinony from
small contractors, an overhead door conpany, and a couple of
boiler technicians on it. He said that comunities often
organi ze regul ar mai ntenance, but many tines worknen are called
on after hours or for emergencies. Presently they are subject to
a 90-day lean period. Once the first 30 days goes by because
they don't have a regular accounts payable relationship, these
bills often get shuffled to the bottom of their paper pile. As
such, these tradesnmen are losing their position and their
ability to lien jobs. So, HB 253 nerely extends the tinme within
which to file a lien from 90 days to 120 days. This will give an
additional 30 days to work wth property owners to secure
paynent or to negotiate a reasonabl e paynent plan.
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SENATOR BUNDE said he assunmed you have to be 30 days in arrears
before any concern conmes to the vendor's attention, and then
they have two nore nonths to place a lien. Wiy isn't that two
nont hs adequat e?

REPRESENTATI VE RAMRAS answered that reasonable people don't
anticipate that the bill is due when it is mailed to them
because they see on the bottom of the billing statenent that
it's due in 30 days. As a result the contractors in this class
of small business people find thenselves in a position where

they don't send a bill wuntil time has passed and then people
that they are billing don't often pay upon receipt of an invoice
until the next billing cycle. In a community |ike Fairbanks that
still uses diesel, often people get into situations I|ike today
where the price of oil has reached $87/barrel and the price of
hone heating oil is over $3/gallon. Famlies are seeing $1100 in

fuel bills for a nonthly period; they call out to get their
boiler man to do a repair late at night when they have | ost
their heat for their honme and then that bill takes a seat behind
the regular cycle of paying for their fuel. As a result, they
see the business owner being punished passively sinply because
the person for whom they did the work in a distressed tine
doesn’t have the noney to pay. So, if the clock doesn't start
running until after 30 days and then they only have a 60-day
wi ndow with which to file a lien, a nunber of contractors have
said that sinply isn't an adequate period of tine.

He said he has heard a criticism that perhaps when the service
man shows up at the house they should present to the person that
they are doing work for a right to waive lien, but then you
woul d be accusing the person of having bad credit at the nonent
you're there to service them and that isn't a good business
practice. This is an excellent conprom se to hel p househol ds and
not berate custoners at the tinme of service.

1:45:42 PM

CHAI R PASKVAN clarified that it's not the date of the bill that
is inportant to the lien statute, but the date of the conpletion
of the service. So if the furnace man cones in and doesn't give
you the bill on the day that he does the job and gets the bill
to the customer two weeks later, it has already been maybe 30-50
fromthe tinme of the conpletion of the work. You have one nore
cycle and then you are alnbst up against the 90 days from the
completion of the work. So the billing cycle is distinct from
the conpletion of the work trigger date.

SENATE L& C COW TTEE - 6- April 6, 2010



SENATOR THOVAS asked if the small businesses he spoke to thought
the 120 days was a good nunmber. He knew that invoicing is often
del ayed because shops are small and peopl e are busy.

REPRESENTATI VE RAMRAS replied that sonmetines these snal
busi ness people are drawn into work because they have a passion
for it. Sadly sone of his closest friends who have a passion for
repairing your stuff show less of an interest in billing you for
it pronptly and even less of an interest in collecting it. They
are excellent trades people but not such great business people.
This would be an extra buffer, an opportunity for them to not
suffer so nmuch fromtheir own procrastination

1:48:27 PM

GRACE RUDY, owner, Overhead Door Co., Fairbanks, AK, testified
that a lot of times when she tries to collect bills after the 30
days is passed - which is really when the bill is due - she gets
anything from the people just don't have the noney and want to
make paynents to maybe you can't get hold of themat all for 60
days and after you get a hold of them they let you know that
t hey have been on vacation for a nonth and now they don't have
any nore noney. By the tinme the 90 days is up you're trying to
work with them because you don't want to alienate your
custoners, but 90 days often is not enough tine. Another 30 days
woul d be very valuable for the custonmers and the business people
for many reasons.

1:50: 13 PM

SANDRA HEMBREE, Al aska Best Plunbing and Heating, Fairbanks,
Co., added that one situation that conmes up quite a bit,
especially in the winter time, is when they are dealing wth
insurance clains for expensive damage. 1In nost of those
situations they are dealing with tens of thousands of dollars
rather than hundreds of dollars, and it takes at |east 90 days
before they even consider processing paynents. She knows of
several instances where the home owner gets the check and the
busi ness never sees the noney because they decide to take off
with it. Businesses don't have any recourse because they have to
wait for the insurance adjusters to do their fractions, then
they submt that to the nortgage conpany; the nortgage conpany
wants to do their own inspections. It's a very tine consum ng
process.

M5. HEMBREE said they don't have problenms with their custoners,

but they do have cases where they set up a paynent plan, and
then the people don't pay and then they have to track them down.
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By the time they realize they are just not going to pay it's
past that 90 day mark.

CHAI R PASKVAN asked if the insurance conpany doesn't make the
check out as dual payee.

M5. HEMBREE answered they are supposed to but in a |lot of cases
they don't. In nost cases they make it out to the nortgage
conpany and the hone owner, so then they have to send the checks
to the nortgage conmpany and get an inspection. Then the nortgage
conpany wll release the noney to the honeowner. They are
outside that chain in nost cases. The dual check is very rare.

SENATOR BUNDE said he wanted businesses to be paid for their
services and pronptly and asked if there is any danger that the
word will go out that soneone can drag their feet for another 30
days.

M5. HEMBREE answered no; she has found if you're going to pay
your bill you wll.

M5. RUDY agreed 100 percent.

SENATOR BUNDE asked if they can begin the |ien process sooner if
they felt these were scoffl aws.

REPRESENTATI VE RAMRAS answered that you can file a lien right
away, but probably not on repeat custoners.

CHAI R PASKVAN cl osed public testinony.

1:55: 20 PM

SENATOR THOMAS noved to report HB 253 from committee wth
i ndi vidual recomendations and attached =zero fiscal note(s).
There were no objections and it was so ordered.

HB 287- UNI FORM ACT: PROPERTY | NTEREST DI SCLAI MER

1:58: 03 PM
CHAI R PASKVAN announced HB 287 to be up for consideration.[CSHB
287(JUD) was before the comittee.]

1:57:01 PM

REPRESENTATI VE MAX GRUENBERG, sponsor of HB 287, introduced
G etchen Staft, his chief of staff who is a nenber of the Al aska
Bar. He said this wupdates the existing Uniform Probate |aw
specifically, AS 13.12.801 that deals wth "disclainers.” A

SENATE L& C COW TTEE - 8- April 6, 2010



disclainmer is a device in probate |aw where if a person is given
a bequest, is a devisee under a will or is a beneficiary of a
trust, he can say he doesn't want to take a particular asset.
It can be done for a nunber of reasons: because for exanple the
person isn't able to manage it if it's a business or a house
that requires active managenent or for tax purposes. For
exanple, if he leaves noney to his son and he is elderly or in
bad health and doesn't want to be taxed on that particular
bequest he can disclaimit and it goes directly to his heir, the
grandson. That saves a substantial anpbunt of federal taxes.

He explained that originally this issue was covered in a single
section and since then the world of probate |aw has gotten nore
conplex and tax |aw has changed. As a result the comm ssioners
on uniform state |laws have enacted the Uniform D sclainer of
Property Interest Act, which repeals the original section and
updates it Iin a separate act. This just updates the existing
| aw.

REPRESENTATI VE GRUENBERG said they made very few changes, but
one they did make was to the question of whether any creditor
clainms would survive. An anmendnent says you cannot escape child
support obligations by disclainmng, because sone people would
rather see their noney go away than see their ex-spouse get it
and take care of the kids and that is not good public policy.

2:02: 14 PM
SENATOR MEYER noted that this started in 1999 and 16 states have
adopted it since then. Wiy haven't nore states junped on board?

REPRESENTATI VE CGRUENBERG replied that he thinks that the
Comm ssion on Uniform State Laws has a ot of bills on a variety
of subjects; sone of themare very tinely and inportant |ike the
Uniform Electronic Signatures Act that has to keep pace wth
cormerce. Ohers are less publicized, and only one or two
probate |aws get passed a year. Probate laws aren't very sexy
and many |awers don't deal with them One of the bills they
brought | ast year was the UCC update, which they did. Sonetines
it has to politically find soneone who wants to push it. That
doesn't nean it's controversi al

The only controversy he is aware of is a series of law review
articles between the reporter who drafted this and one other
practitioner from different parts of the country who have sone
basi ¢ phil osophi cal differences.

2: 05: 00 PM
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TERRY THURBON, Chief Admnistrative Law Judge and Uniform Law
Comm ssioner, State of Al aska, said she wasn’'t aware of anything
in the Act that should be a problem for Alaska, and since 23 or
24 other states have enacted this already, that provides the
needed nonmentum

REPRESENTATI VE GRUENBERG said this bill was introduced severa
years ago by Representative LeDoux, and the there was sone
controversy about the <child support. That was cured and
Representative LeDoux is no longer here, so it took a little
while to pick it up again.

He stated that the folks in Alaska brought this bill forward
it's a uniform act, but the conmssioners traditionally only
bring two or three bills a year to the |egislature.

2:07:30 PM

DAVE SHAFTEL, estate and trust attorney, Anchorage, Al aska, he
is a nmenber of an information group of |awers who work in this
area and have been working with the legislature since 1997 to
suggest what they think would be good additions to Alaska |aw
This bill cane to his attention a couple of years ago through
Representative LeDoux and they asked for time to study it. They
worked on it and consulted with a |law professor at Florida State
Uni versity who had witten a nunber of articles about it. He was
supportive but suggested changes that were very good. Sone of
them that they thought fit Al aska were incorporated into the
| egi sl ation. They canme back with the bill last year, which was a
very busy year and the bill didn't get through then. They think
it's a very good bill.

2:09: 21 PM

SENATOR THOMAS asked for an exanple of the situation on page 7,
line 13, paragraph (e) that says "in the case of an interest
created by a beneficiary designation nade before the tine the
desi gnation beconmes irrevocable, disclainer shall be delivered
to the person nmeking the beneficiary designation."

MR. SHAFTEL explained that this whole section is procedural and
descri bes how the know edge of this disclaimer gets transferred
according to the rules stated in this statute or according to
directions in the instrument that created that property right
and goes on to whonever is entitle to it. Lines 13-15 tal k about
an interest created beneficiary designation made before the tine
t he designation becones irrevocable. For exanple, you m ght have
a |ife insurance policy and you mght nake a beneficiary
designation in that policy of your son or daughter that is not
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irrevocabl e. That beneficiary designation can be changed at any
time. But if your daughter does not want to receive that
property and would rather it go to her children, she can
disclaim that interest. The disclaimer's notice would be
delivered back to the person nmaking the beneficiary designation.
He said these provisions attenpt to answer questions of how to
make a di scl ainmer effective.

SENATOR THOVAS asked if sonmeone passes away, does that create
the situation where the designation becones irrevocabl e.

MR. SHAFTEL answered yes.

CHAI R PASKVAN asked what his thoughts were about the addition of
the child support obligation.

MR. SHAFTEL said it is just fine. It's one exception that
appears in other areas of trust |aw

2:14.:50 PM
CHAI R PASKVAN cl osed public testinony.

SENATOR THOVAS noved to report CSHB 287(JUD) from commttee with
i ndi vi dual recommendations and attached zero fiscal note. There
were no objections and it was so ordered.

2:15:55 PM

CHAIR PASKVAN found no further business to bring before the
committee and adjourned the neeting at 2:15 p. m
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