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ACTI ON NARRATI VE

9:33: 09 AM

CHAIR M A COSTELLO called the Senate Labor and Commrerce Standing
Commttee neeting to order at 9:33 a.m Present at the call to
order were Senators Gardner, Meyer, and Chair Costello. Senators
Hughes and Stevens arrived soon thereafter.

SB  95- MARI CULTURE REVCOLVI NG LOAN FUND

9:34: 07 AM
CHAlI R COSTELLO announced the consi derati on of SB 95.

9:34:59 AM

TIM LAWI N, Staff, Senat or Gary Stevens, Al aska State
Legi sl ature introduced SB 95 on behalf of the sponsor speaking
to the foll ow ng sponsor statenent:

This bill anmends the existing Al aska Mariculture
Revolving Loan Fund to allow up to forty percent of
the fund to be used for loans to permtted shellfish
hat cheries for planning, construction and operation.

Al aska shellfish farns currently do not have a stable
supply of seed for the propagation of oysters, and no
regular, in-state source of seed for resident aquatic
pl ants and other shellfish. A stable supply of seed is
one of many hurdles the industry nust overcone to grow
and becone a vi abl e Al askan industry.

This bill will amend the program to shift its focus
and eligibility fromindividual mariculture farmers to
i nclude shellfish hatcheries that would market stock
to | ocal Al askan mariculture farners.

The mariculture industry in Alaska is not yet fully
devel oped, and is extrenmely high risk, from a
financial standpoint. These obstacles nmake private
financing difficult to obtain, but this bill wll
enabl e Alaskans to maintain their businesses and grow
Al aska’s mariculture industry.

9:36: 03 AM
SENATOR STEVENS joined the comm ttee.
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MR. LAMKI N provided the follow ng sectional analysis for SB 95.

Section 1: Adds a declaration of policy for the
state's Mariculture Revolving Loan Fund (AS 16.10. 890-
16. 10. 945) .

Section 2: Amends a spanned statutory citation in AS
16.10.900 to conformto the provision added by section
1 of the bill.

Section  3: Require 40 percent of the noney
appropriated to the fund be used for (1) meking |oans
to state residents and Alaskan organizations and
busi nesses that operate hatcheries or aquatic farns
for the purpose of producing aquatic plants or
shel I fish or conduct shellfish enhancenent projects or
(2) making grants to certain nonprofits. Requires the
remai ni ng 60% of the funds appropriated to the fund to
be used for other |oans fromthe fund.

Section 4: Authorizes the Departnent of Commerce,
Community, and Econom c Devel opnent (departnment) to
make loans to an eligible applicant for the planning,
construction, and operation of a (1) hatchery that
artificially propagates nmarine aquatic plants or
shellfish or (2) shel I fish enhancenent proj ect .
Permts t he depart nment to make grants for
or gani zat i onal and planning purposes to certain
nonprofit organizations. Anmends spanned statutory
citations to conformto the provision added by section
1 of the bill.

Section 5: Limts the anmount the departnent may nake
in grants to nonprofits for organizational and
pl anni ng purposes, to $500, 000.

Section 6: Expands the classes of person eligible for
a loan from the fund to include state residents or
entities organized under state law that (1) hold a
permt to operate a hatchery or aquatic farm for the
purposes of producing aquatic plants or shellfish or
(2) conduct shellfish enhancenent projects.

Section 7: Confornms the residency requirenents for
fund loan applicants to reflect t hat entities
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organi zed under state law are also eligible for |oans
fromthe fund.

Section 8: Establishes new loan ternms for |oans from
the fund, including a loan cap of $100,000/ 20-year
term for residents, and $1,000,000/30-year term for
exi sting mariculture farns.

9:39:40 AM
SENATOR HUGHES j oi ned the commttee.

Section 9: Provides that a subsequent |oan nmay not be
made to a resident of the state or entity organi zed
under the laws of the state that holds a permt to
operate a hatchery or aquatic farm for the purpose of
produci ng aquatic plants or shellfish or that conducts
shel | fish enhancenent projects if the person's
out st andi ng bal ance exceeds $1, 000, 000.

Section 10: Allows a loan to be made from the fund
for the purchase of boats or vessels determned to be
integral to the operation of a hatchery.

Section 11: Anends a spanned statutory citation in AS
16. 10.915(d) to conform to the provision added by
section 1 of the bill.

Section 12: Adds a new subsection to AS 16.10 .915
Prohibits the departnent from naking certain |oans
from the fund unless the departnent determ nes that
(1) a loan applicant's hatchery or enhancenent project
will be managed in a manner reasonably expected to
result in repaynent of the Jloan and (2) the
applicant's hatchery or enhancenent project is in the
public interest.

Section 13: Provides when the departnent may require
repaynent of principal and interest on |oans nmade from
the fund to residents of the state, or entities
organi zed under the laws of the state, that (1) hold a
permt to operate a hatchery or aquatic farm for the
purpose of producing aquatic plants or shellfish or
(2) conduct shellfish enhancenent projects.

Section 14: Provi des authority for certain

associations of limted entry permt holders to |evy
and collect an assessnent from its nenbers to secure
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or repay a loan from the fund. Al lows the departnent
to rely on certain assessnents in deciding whether to
make a | oan fromthe fund.

Section 15: Anends a spanned statutory citation in AS
16.10.935 to conformto the provision added by section
1 of the bill.

Section 16: Adds new definitions for AS 16.10. 890-
16. 10. 945.

Section 17: Carifies that changes nade by the bill to
loan terns from the fund do not apply to |oans nade
before the bill's effective date.

Section 18: Provides the bill with an immediate
ef fecti ve date.

9:41: 43 AM

CHAIR COSTELLO asked if anyone had reviewed Section 14 to
determ ne whether an association can collect tax because that
authority resides with the state.

MR. LAMKIN clarified that it is a voluntary assessnment, not a
tax. The fees that are collected are used to help pronote the
operation of the organization.

SENATOR MEYER asked if this industry pays a tax to the state.

MR. LAMKIN offered his understanding that it wll eventually.
These hatcheries have received startup funding through capital
budget grants. They produce seed and sell it to farmers. The
i ndi vi dual s that harvest the seafood pay the tax.

SENATOR MEYER asked how nuch tax is coll ected.

MR. LAWKIN deferred the question to the Departnment of Revenue
(DOR) .

9:43: 39 AM

SENATOR GARDNER referred to the qualifying | anguage in Section 6
and asked if a nonresident could qualify for a loan from this
fund.

MR. LAMKIN said his wunderstanding is that the program is
specifically limted to Al aska residents.
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SENATOR GARDNER said she hopes to hear from soneone who could
speci fy whether a nonresident could hold a permt to operate.

MR. LAMKI N suggest ed DCCED respond to the question.

SENATOR MEYER asked if it is advisable to nake these loans to
such a high-risk industry.

MR. LAMKIN said it’s a policy call, but this is one of the few
ways for the state to pronote the developnent of its natura
resources. He added that it could be argued that it would be
i npossible for these hatcheries to secure financing in the
private sector.

SENATOR MEYER asked where the noney for the | oans comes from

MR. LAMKI N expl ained that the fund was capitalized with about $5
mllion; about $500,000 has been |oaned; and the paynents on
those |loans help support the fund. He deferred further
expl anation to DCCED

SENATOR MEYER said he’'d |like the departnent to comment on the
success of the |oan fund.

9:46: 52 AM
CHAI R COSTELLO asked Ms. GCioni-Haywood to give sone background
on the fund, its activity since inception, and why the

department supports it.

BRI TTENY Cl ONI - HAYWOOD, Director, Di vi si on of Econom ¢
Devel opnent, Departnent of Commerce, Community and Econom c
Devel opnent (DCCED), explained that the fund was capitalized in
2012 with a $5 mllion appropriation. Five |oans have been
issued for a total of about $500,000 and the cash bal ance

available for lending is about $4.5 nillion. She said it’'s
difficult to describe the success of the fund since it is
relatively new and will take sone time to get established. The

di vision has done outreach and suggested ways to further | oans
within the industry. Because the industry is growing, the
division anticipates making additional |oans. She highlighted
that two applications were submtted recently.

SENATOR HUGHES asked if the industry is new to Alaska or new

overall and opined that |loans to a new industry would present
nore risk.
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M5. CIONI-HAYWOOD said the industry is only new to Al aska.
British Colunbia, California, Wshington, Oegon, New Zeal and
and ot hers have had shellfish operations for sone tine.

9:49: 48 AM
SENATOR HUGHES responded, “I’m hoping soneone else can address
that just so we know what we’re getting into.”

CHAIR COSTELLO advised that Julie Decker Larry Cotter could
provi de additional information.

SENATOR GARDNER directed attention to the new |anguage in
Section 6 that says |loan applicants shall be a resident of the
state or an entity organized under Alaska laws that hold a
permt to operate a hatchery or conduct shellfish enhancenent
projects. She asked if current law allows a nonresident to hold
one of those permts.

M5. ClIONl-HAYWOOD said she believes a nonresident could form a
nonprofit under the state, but she would need to confirm that
wi t h anot her agency.

SENATOR GARDNER said it’s sonething the comittee should
consi der.

SENATOR MEYER asked if the fund charges the going interest rate
or if it is higher to reflect high risk.

M5. Cl ONIl - HAYWOOD advi sed that the current rate is 5 percent.
SENATOR MEYER asked how that conpares to a simlar bank | oan.

M5. CIONI-HAYWOOD said the banking industry would likely be
hesitant to issue a loan in this industry. However, the interest
rate for the loan prograns admnistered by the Division of
Econom c Devel opnent are often set in statute so they aren't
really risk-based.

SENATOR MEYER said it sounds like the rate fluctuates wth the
prime rate and is set in statute.

M5. CIONl - HAYWOOD offered to provide details on how the rate is
set.

SENATOR MEYER asked what revenue the state receives from these
| oans, including tax.
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M5. CIONI-HAYWOOD said she isn't aware of any tax that is
coll ected on the industry.

9:53: 52 AM
CHAI R COSTELLO asked how the division assesses the success of a
f und.

M5. CIONI-HAYWOOD said one marker is that the fund revol ves.
That neans the division is making |oans and receiving paynents,
that the fund is growing, and that jobs are being created in the
particul ar sector.

9:54: 45 AM
CHAI R COSTELLO opened public testinmony on SB 95.

9:54: 56 AM

JULI E DECKER, Al aska Fisheries Developnent Foundation (AFDF),
said AFDF broadly represents the seafood industry in Al aska,
i ncludi ng harvesters, processors, and support sector businesses.
They work in areas of research and devel opnent that wll help
the industry and comunities in which the industry works. AFDF
recently becane involved in helping to expedite the devel opnent
of mariculture. There is trenendous opportunity for the industry
in Alaska and expansion is occurring in other parts of the
world. Reports indicate that China is nmaking a $200 million
investment in eastern Russia to grow sea cucunbers, nussels, and
scal l ops. Those three species already grow in Al aska. She said
that AFDF has been focusing on the devel opnental challenges in
Al aska, which includes putting together the Al aska Mariculture
Initiative.

She said the governor supported the initiative and put together
a taskforce that is charged with delivering a conprehensive plan
about how to strategically develop the industry. AFDF s vision
is to grow a billion-dollar industry in 30 years. To get there
it’s inmportant to fix the devel opnental issues now, she said
The taskforce has identified the issue of access to consistent
and quality shellfish and seaweed seed as an issue that has been
constraining the industry. Wth the exception for oysters, al
the seed nust be produced in the state of Al aska. That neans
t hese hatcheries need to be supported so the industry can grow.

M5. DECKER addressed the question about risk by drawing a
parallel to the robust salnmon enhancenent program and sal non
hatcheries the state put in place in the 1980s. The state
bal anced the risk initially by establishing a revolving |oan
fund. Thirty years later salnon hatcheries are contributing
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hundreds of mllions of dollars to the econony and the | oans
have been paid back with interest. She said, “W think this is
followng a simlar nodel, and can be very successful too.” She
noted that the bill also allows for the possibility of voluntary
assessnments by industry to help pay back those funds.

9:59: 30 AM

CHAI R COSTELLO asked her to tal k about the change the bill nakes
to make the | oans accessible to other groups. She al so asked her
to speak to the phil osophy behind the grant portion of the fund,
whi ch is new.

M5. DECKER explained that the bill essentially breaks the fund
into two pieces; 60 percent is allocated for access by shellfish
or seaweed farners and 40 percent is eligible for access by
shel I fish or seaweed hatcheries or organizations doing shellfish
enhancenment work. For exanple, if an organization fornmed around
the king crab enhancenent work that has been ongoing at the
research level, they could apply for loan funds to do an
enhancenent program Simlarly, sea cucunber divers in Southeast
who have been doing research could formally form around the
enhancenent project and apply for |oan funds.

Addressing the question about the grant portion of the fund, she
expl ained that the bill allows up to $500,000 of the $2 nmillion
that is eligible to these new applicants for grants. An
applicant could receive a $100,000 grant for organization and
pl anni ng purposes. She said this loan fund is nodeled after the
Fi sheri es Enhancenent Revol ving Loan Fund for sal non hatcheri es.
That fund initially was intended to help them organize and get
them started. That is the intention of the grant - to nove the
i ndustry forward and get applicants ready for a | oan.

CHAI R COSTELLO sai d she appreciates the explanation of the grant
f undi ng.

SENATOR HUGHES asked her to speak to the track record of this
industry in other jurisdictions and to the nonresident question
menti oned earlier.

M5. DECKER said this is not a new industry in other places.
Taylor Shellfish in Washington is a third-generation business
and is the third largest shellfish grower in the nation. That
conpany recently announced a projected $30 million production
increase in 2017 for an annual total of $100 mllion. New
Zeal and has a $400 million mariculture industry that produces
nmussel s, oysters, and king salnon that is projected to reach $1
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billion annually by 2025. Alaska has a large existing seafood
industry that marries well with the mariculture industry, she
sai d.

Addressing the second part of the question, she said eligible
applicants refers to either nonprofits or corporations. A
nonprofit would nost likely be doing enhancenent work because
the shellfish they put out beconme common property. There would
be no incentive for a corporation to do that kind of work. A
hat chery could potentially be a privately-owed business or
nonprofit. Alaska’s two hatcheries are in Ketchi kan and Seward,
and both are nonprofit. Hatcheries generally are not very
profitable, but larger conmpanies in the Lower 48 are sonetines
wlling to subsidize their own hatchery because they need the
seed. Taylor Shellfish has done this. She said the entities nust
be organized in the state so there nust be a state presence, but
it is outside her expertise to know if there would be an
incentive for nonresidents to forma corporation or nonprofit in
Al aska.

10: 06: 09 AM
SENATOR GARDNER said she read Section 6 nore thoroughly and
believes it says the applicant nust be a resident.

CHAI R COSTELLO observed that the | anguage coul d be ti ghtened.

10: 07: 16 AM

LARRY  COITER, CEQ, Al euti an Pri bi | of | sl and Communi ty
Devel opnent Association (APICDA), said APICDA is one of the six
community devel opnment quota groups that exist in western Al aska.
He said the purpose of APICDA is to develop stable | ocal
econoni es in | ocal comunities, f ocusi ng on fisheries
devel opment and tourism They have processing plants in False
Pass and Atka. In the past few years they have spent about $23
mllion expanding the plant in False Pass and anticipate
spendi ng about $20 million to expand the plant in Atka in 2018.

He said that APICDA supports passage of SB 95 and one of its
menbers sits on the taskforce. He said there is talk of this
being a new industry but he looks at it in tw parts: seaweed
and shellfish. Seaweed is a new industry in Al aska, whereas
shel | fish has been around for a while.

MR. COITER reported that he net with a representative from the
Departnent of Energy several nonths ago and they tal ked about
f eder al funds that would be available +to help develop
mariculture in Alaska and other places. He specifically
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nmenti oned al gae that can be grown and used as a fuel source. He
said the cost of operations and the cost of energy in rural
Al aska is extraordinary and APICDA is constantly searching for
ways to make the plant in each conmunity viable. He opined that
mariculture offers an opportunity if there is adequate seed
available in the state. He said that APICDA is prepared to spend
the noney to buy the seed, plant it, grow it, process it, and
sell it. He concluded saying, “This just seens |ike a perfect
opportunity for the state to help.”

SENATOR MEYER asked if efforts to create jobs in rural areas
have been successful because fishing and the seafood industry in
general has a poor track record of hiring Al askans.

MR. COITER said yes and no; the seafood processing sector has a
terrible record of hiring Al askans, but API CDA exclusively hires
Al askans. It is not always 100 percent hire from the comunity
but that is the goal.

SENATOR MEYER asked if these jobs are seasonal or year-round.

M5. COTTER said the seafood jobs would be year-round. “You
harvest a crop and plant a new one. Ideally you would have
several crops going at a tine so that you are able to operate
consistently.” He pointed out that every conmunity in the region
that has a year-round seafood processing plant is stable. Every
community that does not have one is in a state of decline. He
opi ned that creating year-round opportunity is a fundanental key
to success in rural Al aska.

10: 14:16 AM

SENATOR STEVENS pointed out that in Kodiak the Filipinos that
came over and started working in the cannery were not citizens.
Now they are contributing citizens who own businesses and work
in the industry. He thanked M. Cotter for his perspective.

10: 14: 51 AM

CHAI R COSTELLO cl osed public testinony on SB 95 and held the
bill in commttee for further review

10: 15: 10 AM

At ease

SB_ 94- TRUSTS; COW PROP TRUSTS; PONERS OF APPT

10:18:15 AM
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CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 94. She stated that the intent is to hear a

hi gh-1evel overview of the bill and take public testinmony. A
detailed sectional analysis wll be provided in a subsequent
heari ng.

10: 19: 37 AM

WESTON  El LER, Staff, Senator Ma Costello, Alaska State
Legi slature, introduced SB 94 on behalf of the sponsor speaking
to the foll ow ng sponsor statenent:

Senate Bill 94 inproves estate and tax planning
options for both Alaskan and non-Al askans. Since
passage of the Alaska Trust Act and enhancenents to
state policy in 1990s, Al aska has been a |eader in the

estate pl anni ng i ndustry al | owi ng Al askans to
establish trusts to the benefit of our state’'s
econony. Thi s | egi sl ation advances Al aska’ s

conpetitive advantage through three inprovenents in
the area of trust and estate planning | aw.

“Decanting” is a comonly wused tool to correct
drafting errors, reduce costs of trust admnistration,
and other reasons. Just as wine is decanted by pouring
l[iquid from one container to another — trust decanting
happens when one trust pays its assets to another
trust. Decanting is used by Al askans who are | ooking
to update their trust docunents. The flexibility it
provides also allows non-residents to bring their
busi ness to Al aska. Alaska has had a decanting statute
for nearly 20 years, Senate Bill 94 would provide
addi ti onal flexibility and clarification to this
statute provision.

SB 94 also clarifies certain aspects of Alaska |aw
relating to Powers of Appointnent in statute so they
can be used nore efficiently. One of the nost powerful
estate planning tools is to grant sonmeone, such as a
beneficiary, a “power of appointnment,” which allows
that person the right to specify where property wll
pass at certain tines, such as when the beneficiary
di es.

SB 94 would clarify state law to say that a trustee
can acquire insurance to protect the trust assets from
claims of third parties and the trustee from third
party and beneficiary clains and to charge the
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premuns to the trust. Alaska law grants trustees
powers to acquire insurance to protect the trust from
claims fromthird parties; however, certain aspects of
t he powers are ambi guous and in need of clarification.

These laws and others enacted by the Legislature have
benefitted Al askans, has resulted in mllions of
dollars being deposited in financial institutions in
the state which has provided capital for Al aska
busi nesses, and provided significant work for nany
Al askans.

MR. EILER directed attention to the letters of support and
background docunents in the bill packets.

CHAI R COSTELLO asked M. Blattmachr to provide sone history of
Al aska trust law and why this bill is needed.

10: 25: 32 AM

MATTHEW BLATTMACHR, Vice President, Peak  Trust Conpany,
explained that when the |egislature passed the Trust Act in
1997, it made Alaska the premer jurisdiction to do trusts and
estate planning. SB 94 seeks to continue that by expanding the
| aws regarding decanting and powers of appointnent. These are
two areas where Al aska has fallen behind other states.

SENATOR GARDNER asked for clarification that the bill applies to
irrevocable trusts, and that the things the bill seeks to
achi eve can already be done with a revocabl e trust.

MR. BLATTMACHR confirmed that SB 94 primarily deals wth
irrevocable trusts, and that there are sone capabilities, such
as decanting, that irrevocable trusts offer that revocable
trusts do not have. Wth decanting for exanple, you can revoke
or make an anmendnent to a revocable trust wthout a technica
mechani sm whereas an irrevocable trust cannot be changed
wi thout a legal mechanism Should a trust need to update itself,
decanting is the nmechanismto do that.

SENATOR GARDNER asked if any provisions in SB 94 apply to
revocabl e trusts

MR. BLATTMACHR said the insurance piece and the tracking of
trust assets would apply to revocable trusts, “but those would
likely only fall if you were using a trustee other than the
grantor.”
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CHAI R COSTELLO asked which sections of the bill apply to
i nsurance and tracking trust assets.

MR. BLATTMACHR said that Sections 2 and 3 address the purchase
of insurance and Section 23 addresses tracking trust assets.

SENATOR STEVENS asked if Al askans are taking advantage of the
trust laws. He also asked how the state benefits from the trust
busi ness.

MR. BLATTMACHR said Alaska's trust |laws attract nonresidents to
do their planning business here and Al askans that do estate
planning in the state are simlarly benefitted. The state
benefits several ways one of which is fromthe 2.7 percent tax
on life insurance premuns. He explained that in 1999 the
| egi slature passed a tax regine that is very attractive for
those in a high tax bracket. That has attracted nonresidents to
purchase large policies and Al aska receives about $7 mllion a
year from the premum tax. The state also benefits fromthe fee
that is paid to register a trust wwth the state. Many trusts use
LLCs and those pay a biannual tax to the state.

SENATOR STEVENS asked what percentage of Alaskans use this
versus the percentage of nonresidents that do their estate
pl anni ng in Al aska.

MR. BLATTMACHR said Peak Trust sees nore non-Al askans than
Al askans for planning because Al askans don’t need their services
as a corporate trustee. However, many of the practitioners that
Peak Trust works with do nost of their planning for Al askans.

10: 33: 12 AM
SENATOR MEYER asked for an expl anation of the fees.

MR. BLATTMACHR said every irrevocable trust is supposed to
register with the state and pay a $40 fee.

SENATOR MEYER asked how many trusts are fornmed in Al aska.

MR. BLATTMACHR said his organization has opened nore than 2,800
trusts, all of which have been registered with the state.

SENATOR MEYER asked what mmkes Al aska trust |laws so nuch nore
attractive conpared to other states.

MR. BLATTMACHR said there are a variety of things that nake
Al aska the premer jurisdiction including: the ability to do
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self-settled trusts; the rule that allows trusts to continue in
perpetuity; and the option to adopt opt-in community trust |aws
that allow the surviving spouse to get a double step-up in
basi s.

SENATOR MEYER asked if sonmeone who wants to form a trust works
t hrough a financial planner, an attorney, or both.

MR. BLATTMACHR said there are a variety of ways but |egal
counsel is needed to draft the trust.

10: 36: 07 AM

CHAI R COSTELLO opened public testinony on SB 94 and directed
menbers’ attention to the letter of opposition in the packets
from David Shaftel.

10: 36: 45 AM

DAVID G SHAFTEL, J.D., LL.M, Shaftel Law Ofices, P.C, stated
that he is an attorney in Anchorage who has been practicing in
the area of estate planning and estate and trust adm nistration
since the early 1980s. He is also a nenber of a group of
attorneys and trust officers who have wrked wth the
| egislature since 1998 to inprove Alaska' s trust and estate
statutes to nake it one of the prem er jurisdictions.

He reported that he participated in drafting the decanting
provisions in the bill. These are found in Sections 4-22 and 24-
28. He explained that decanting is a way of nodifying an
existing trust to nmke changes or cure problens. He said the
current statutes have safeguards to protect the settler’s
intent, but the proposed provisions relating to decanting do not
provi de adequate safeguards for Alaskans who have existing
trusts. The proposed provisions wuld apply to every trust
that’s been created, not just future trusts.

He provided an exanple of a typical estate plan where the assets
go to the surviving spouse then when that person dies the assets
go to the children in equal shares. Under current statute the
trustee is governed by an ascertainable standard which 1is
typically heal t h, educat i on, mai nt enance, and support.
Unfortunately, he said, the proposed provisions of SB 94 do not
provide this kind of protection. As proposed, a trustee who is
not a settler or a beneficiary can change the ascertainable
standard to one of absolute discretion. The interest of certain
beneficiaries can be elimnated to the benefit of just one
favored beneficiary.
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MR. SHAFTEL advised that he submitted a neno describing his
concerns and offered suggestions to tighten the bill if the
committee feels this type of flexibility is desirable. This
i ncl udes several suggestions for giving notice to everyone about
what is occurring and for increasing the fiduciary obligations
of the trustee. He also submtted an enmail from the reporter of
the Uniform Trust Decanting Act. This is a uniform |aw that was
enacted in 2015. The reporter is Susan Bart, an attorney in
Chi cago. She was very critical of these proposed provisions and
how they affect the settler’s intent and the possible tax
consequences of these types of provisions.

10:42: 19 AM
The present |aw protects the settler’s intent through the
ascertai nable standard, but the proposed bill does away wth

that distinction. The new approach focuses on who is the
t rust ee.

He noted that he submtted a nmeno highlighting the deficits and
offering suggestions to tighten the bill if the proposed
flexibility is desirable. There are several suggestions for
giving notice for everyone about what is occurring and for
increasing the fiduciary obligations of the trustee. He also
submtted an email from attorney Susan Bart, the reporter of the
Uni form Trust Decanting Act. He said she is very critical of the
proposed provisions and how they affect the settler’s intent and
t he possi ble tax consequences of the flexible provisions.

CHAI R COSTELLO said comm ttee nmenbers have copies of your letter
and the email from Susan Bart is being distributed. She asked
M. Shaftel to continue his public testinmony when the bill is
heard agai n.

10: 45: 49 AM
CHAIR COSTELLO held SB 94 in conmttee with public testinony
open.

10: 46: 06 AM

There being no further business to conme before the committee
Chair Costello adjourned the Senate Labor and Comrerce Standing
Comm ttee neeting at 10:46 a. m
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