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SENATE BILL NO. 234
IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTY-FOURTH LEGISLATURE - SECOND SESSION
BY THE SENATE JUDICIARY COMMITTEE

Introduced: 2/4/26
Referred: Labor and Commerce, Judiciary

A BILL
FOR AN ACT ENTITLED
"An Act adopting the Uniform Fiduciary Income and Principal Act; repealing the
Alaska Principal and Income Act; relating to fiduciary income and principal; relating to
the probate jurisdiction of court; relating to trust administration; and relating to

transfers of trust interests."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 13.06.120 is amended to read:

Sec. 13.06.120. Pleadings; when parties bound by orders; notice. (a) In any
proceedings involving trusts, nonprobate assets, or estates of decedents, minors,
protected persons, or incapacitated persons brought under AS 13.06 - AS 13.36 or
AS 13.39 [AS 13.38], the following apply:

(1) interests to be affected shall be described in pleadings that give
reasonable information to owners by name or class, by reference to the instrument
creating the interests, or in other appropriate manner;

(2) persons are bound by orders binding others in the following cases:
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(A) orders binding the sole holder or all co-holders of a power
of revocation or a general or nongeneral power of appointment, including one
in the form of a power of amendment, bind other persons to the extent their
interests, as objects, takers in default, or otherwise, are subject to the power;

(B) to the extent there is no conflict of interest between them or
among persons represented, orders binding a conservator bind the person
whose estate the conservator controls; orders binding a guardian bind the ward
if no conservator of the estate has been appointed; orders binding a trustee bind
beneficiaries of the trust in proceedings to probate a will establishing or adding
to a trust, to review the acts or accounts of a prior fiduciary, and in proceedings
involving creditors or other third parties; orders binding a personal
representative bind persons interested in the undistributed assets of a
decedent's estate in actions or proceedings by or against the estate; and orders
binding an agent having authority to act with respect to the particular questions
or dispute bind the principal; if there is no conflict of interest and no
conservator or guardian has been appointed, a parent may represent the minor
child;

(C) an unborn person, a minor, an incapacitated person, or a
person whose identity or location is unknown or not reasonably ascertainable
who is not otherwise represented is bound by an order to the extent the interest
is adequately represented by another party having a substantially identical
interest in the proceeding;

(D) with regard to interests given upon the happening of a
certain event to persons who comprise a certain class, orders binding the living
persons who would constitute the class, if the event had happened immediately
before the commencement of the proceeding, bind all members of the class;

(E) with regard to an interest given to a living person when the
same interest or a share of the interest is to pass to the surviving spouse or to
persons who are or might be the distributees, devisees, heirs, or issue of the
living person upon the happening of a future event, orders binding the living

person bind the surviving spouse, distributees, devisees, heirs, or issue of the
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living person,;

(F) with regard to interests given to a person or a class of
persons, or to both, upon the happening of a future event, if the same interest
or a share of the interest is to pass to another person or class of persons, or to
both, upon the happening of an additional future event, orders binding the
living person or class of persons who would take the interest upon the
happening of the first event bind the persons and classes of persons who might
take on the happening of the additional future event;

(G) if a person is designated by a trust instrument to represent
and bind a born or unborn beneficiary of the trust and receive a notice,
information, accounting, or report for the beneficiary, then the beneficiary is
bound by an order binding the designated person; in this subparagraph,

(1) the settlor may make the designation in the trust
instrument, in a separate document, or by a trust protector authorized in
the trust instrument to make the designation;

(i) except as otherwise provided in this subparagraph, a
person designated under (i) of this subparagraph may not represent and
bind a beneficiary while the designated person is serving as trustee;

(i11) except as otherwise provided in this subparagraph,
a person designated under (i) of this subparagraph may not represent
and bind another beneficiary if the designated person also is a
beneficiary, unless the designated person was named by the settlor, is
the beneficiary's spouse, or is a grandparent or descendant of a
grandparent of the beneficiary or the beneficiary's spouse; in this sub-
subparagraph, "spouse" means the individual to whom the beneficiary
is married and with whom the beneficiary is living, and a physical
separation primarily for education, business, health, and similar reasons
does not prevent the individual from being considered to be living with
the beneficiary;

(3) a person representing another person under (2)(A) - (F) of this

subsection [SECTION] and a person designated under (2)(G)(i) of this subsection
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[SECTION] are not liable to the beneficiary whose interests are represented, or to a
person claiming through that beneficiary, for an action or omission to act made in
good faith;

(4) notice is required as follows:

(A) notice as prescribed by AS 13.06.110 shall be given to
every interested person or to one person who can bind an interested person as
described in (2)(A), (B), or (D) - (G) of this subsection [SECTION]; notice
may be given both to a person and to another person who may bind the person;

(B) notice is given to unborn persons, a minor, an incapacitated
person, or a person whose identity or location is unknown or not reasonably
ascertainable, and persons who are not represented under (2)(A), (B), or (D) -
(G) of this subsection [SECTION], by giving notice to all known persons
whose interests in the proceedings are substantially identical to those of the
unborn persons, the minor, the incapacitated person, or the person whose
identity or location is unknown or not reasonably ascertainable;

(5) at any point in a proceeding, a court may appoint a guardian ad
litem to represent the interest of an unborn person, a minor, an incapacitated person, or
a person whose identity or address is unknown or not reasonably ascertainable, if the
court determines that representation of the interest otherwise would be inadequate; if
not precluded by conflict of interests, a guardian ad litem may be appointed to
represent several persons or interests; the court shall set out its reasons for appointing
a guardian ad litem as a part of the record of the proceeding.

(b) In this section,

(1) "order" means a judicial order, a nonjudicial order, the result of the
settlement of an account of a fiduciary under a procedure authorized by AS 13.06 -
AS 13.36 or AS 13.39 [AS 13.38], and a settlement agreement resulting from a
proceeding;

(2)  "proceeding" means a judicial proceeding, a nonjudicial
proceeding, the settlement of an account of a fiduciary under a procedure authorized
by AS 13.06 - AS 13.36 or AS 13.39 [AS 13.38], and a settlement negotiation, even if

the settlement negotiation does not involve a judicial or nonjudicial third party who
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decides or facilitates a settlement.
* Sec. 2. AS 13.36.335 is amended to read:

Sec. 13.36.335. Application of special distribution provisions. The asset
distribution provisions of AS 13.16.540 - 13.16.545, 13.16.560, and the provisions of
AS 13.39 [AS 13.38] apply to the administration of a revocable trust following the
death of the settlor of the trust, unless the terms of the trust indicate a different
intention.

* Sec. 3. AS 13 is amended by adding a new chapter to read:
Chapter 39. Alaska Fiduciary Income and Principal Act.
Article 1. Preliminary Provisions.

Sec. 13.39.103. Scope. Except as otherwise provided in the terms of a trust or

this chapter, this chapter applies to

(1) atrust or estate; and

(2) a life estate or other term interest in which the interest of one or
more persons will be succeeded by the interest of one or more other persons.

Sec. 13.39.104. Governing law. Except as otherwise provided in the terms of a
trust or this chapter, this chapter applies when the state is the principal place of
administration of a trust or estate or the situs of property that is not held in a trust or
estate and is subject to a life estate or other term interest described in AS 13.39.103(2).
By accepting the trusteeship of a trust having its principal place of administration in
this state or by moving the principal place of administration of a trust to this state, the
trustee submits to the application of this chapter to any matter within the scope of this
chapter involving the trust. When conflict exists as to which state is the principal place
of administration for a trust, this state shall be the principal place of administration if
the trust meets the requirements of AS 13.36.035(c).

Article 2. Fiduciary Duties and Judicial Review.
Sec. 13.39.201. Fiduciary duties; general principles. (a) In making an

allocation or determination or exercising discretion under this chapter, a fiduciary

shall
(1) act in good faith, based on what is fair and reasonable to all
beneficiaries;
SB0234A -5- SB 234
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(2) administer a trust or estate impartially, except to the extent the
terms of the trust manifest an intent that the fiduciary shall or may favor one or more
beneficiaries;

(3) administer the trust or estate in accordance with the terms of the
trust, even if there is a different provision in this chapter; and

(4) administer the trust or estate in accordance with this chapter, except
to the extent the terms of the trust provide otherwise or authorize the fiduciary to
determine otherwise.

(b) A fiduciary's allocation, determination, or exercise of discretion under this
chapter is presumed to be fair and reasonable to all beneficiaries. A fiduciary may
exercise a discretionary power of administration given to the fiduciary by the terms of
the trust, and an exercise of the power which produces a result different from a result
required or permitted by this chapter does not create an inference that the fiduciary
abused the fiduciary's discretion.

(c) A fiduciary shall

(1) add a receipt to principal, to the extent neither the terms of the trust
nor this chapter allocates the receipt between income and principal; and

(2) charge a disbursement to principal, to the extent neither the terms
of the trust nor this chapter allocates the disbursement between income and principal.

(d) A fiduciary may exercise the power to adjust under AS 13.39.203, convert
an income trust to a unitrust under AS 13.39.303(a)(1), change the percentage or
method used to calculate a unitrust amount under AS 13.39.303(a)(2), or convert a
unitrust to an income trust under AS 13.39.303(a)(3), if the fiduciary determines the
exercise of the power will assist the fiduciary to administer the trust or estate
impartially.

(e) Factors a fiduciary must consider in making a determination under (d) of
this section include

(1) the terms of the trust;

(2) the nature, distribution standards, and expected duration of the
trust;

(3) the effect of the allocation rules, including specific adjustments
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between income and principal, applicable under AS 13.39.401 - 13.39.703;

(4) the desirability of liquidity and regularity of income;

(5) the desirability of the preservation and appreciation of principal;

(6) the extent to which an asset is used or may be used by a
beneficiary;

(7) the increase or decrease in the value of principal assets, reasonably
determined by the fiduciary;

(8) whether and to what extent the terms of the trust give the fiduciary
power to accumulate income or invade principal or prohibit the fiduciary from
accumulating income or invading principal;

(9) the extent to which the fiduciary has accumulated income or
invaded principal in preceding accounting periods;

(10)  the effect of current and reasonably expected economic
conditions; and

(11) the reasonably expected tax consequences of the exercise of the
power.

Sec. 13.39.202. Judicial review of exercise of discretionary power. (a) A
court may not order a fiduciary to change a fiduciary decision unless the court
determines that the fiduciary decision was an abuse of the fiduciary's discretion.

(b) If a court determines that a fiduciary decision was an abuse of the
fiduciary's discretion, the court may order a remedy authorized by law. To place the
beneficiaries in the positions the beneficiaries would have occupied if there had not
been an abuse of the fiduciary's discretion, a court may order

(1) the fiduciary to exercise or refrain from exercising the power to
adjust under AS 13.39.203;

(2) the fiduciary to exercise or refrain from exercising the power to
convert an income trust to a unitrust under AS 13.39.303(a)(1), change the percentage
or method used to calculate a unitrust amount under AS 13.39.303(a)(2), or convert a
unitrust to an income trust under AS 13.39.303(a)(3);

(3) the fiduciary to distribute an amount to a beneficiary;

(4) abeneficiary to return some or all of a distribution; or
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(5) the fiduciary to withhold an amount from one or more future
distributions to a beneficiary.

(c) On petition by a fiduciary for instruction, the court may determine whether
a proposed fiduciary decision will result in an abuse of the fiduciary's discretion. If the
petition describes the proposed decision, contains sufficient information to inform the
beneficiary of the reasons for making the proposed decision and the facts on which the
fiduciary relies, and explains how the beneficiary will be affected by the proposed
decision, a beneficiary that opposes the proposed decision has the burden to establish
that it will result in an abuse of the fiduciary's discretion.

(d) In this section, "fiduciary decision" means a fiduciary's

(1) allocation between income and principal or other determination
regarding income and principal required or authorized by the terms of the trust or this
chapter;

(2) exercise or nonexercise of a discretionary power regarding income
and principal granted by the terms of the trust or this chapter, including the power to
adjust under AS 13.39.203, convert an income trust to a unitrust under
AS 13.39.303(a)(1), change the percentage or method used to calculate a unitrust
amount under AS 13.39.303(a)(2), or convert a unitrust to an income trust under
AS 13.39.303(a)(3); or

(3) implementation of a decision described in (1) or (2) of this
subsection.

Sec. 13.39.203. Fiduciary's power to adjust. (a) Except as otherwise
provided in the terms of a trust or this section, a fiduciary, in a record, without court
approval, may adjust between income and principal if the fiduciary determines the
exercise of the power to adjust will assist the fiduciary to administer the trust or estate
impartially.

(b) This section does not create a duty to exercise or consider the power to
adjust under (a) of this section or to inform a beneficiary about the applicability of this
section.

(c) A fiduciary that in good faith exercises or fails to exercise the power to

adjust under (a) of this section is not liable to a person affected by the exercise or
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failure to exercise.

(d) In deciding whether and to what extent to exercise the power to adjust
under (a) of this section, a fiduciary shall consider all factors the fiduciary considers
relevant, including relevant factors in AS 13.39.201(e) and the application of
AS 13.39.401(h), 13.39.408, and 13.39.413.

(e) A fiduciary may not exercise the power under (a) of this section to make
an adjustment or under AS 13.39.408 to make a determination that an allocation is
insubstantial if

(1) the adjustment or determination would reduce the amount payable
to a current income beneficiary from a trust that qualifies for a special tax benefit,
except to the extent the adjustment is made to provide for a reasonable apportionment
of the total return of the trust between the current income beneficiary and successor
beneficiaries;

(2) the adjustment or determination would change the amount payable
to a beneficiary, as a fixed annuity or a fixed fraction of the value of the trust assets,
under the terms of the trust;

(3) the adjustment or determination would reduce an amount that is
permanently set aside for a charitable purpose under the terms of the trust, unless both
income and principal are set aside for the charitable purpose;

(4) possessing or exercising the power would cause a person to be
treated as the owner of all or part of the trust for federal income tax purposes;

(5) possessing or exercising the power would cause all or part of the
value of the trust assets to be included in the gross estate of an individual for federal
estate tax purposes;

(6) possessing or exercising the power would cause an individual to be
treated as making a gift for federal gift tax purposes;

(7) the fiduciary is not an independent person;

(8) the trust is irrevocable and provides for income to be paid to the
settlor and possessing or exercising the power would cause the adjusted principal or
income to be considered an available resource or available income under a public

benefit program,;
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(9) the trust is a unitrust under AS 13.39.302 - 13.39.390; or

(10) the adjustment would reduce the actuarial value of the income
interest in a trust to which a person transfers property with the intent to qualify for a
federal gift tax exclusion.

() If (e)(4), (5), (6), or (7) of this section applies to a fiduciary,

(1) a co-fiduciary to which (e)(4) - (7) of this section do not apply may
exercise the power to adjust, unless the exercise of the power by the remaining co-
fiduciary or co-fiduciaries is not permitted by the terms of the trust or law other than
this chapter; or

(2) if there is no co-fiduciary to which (e)(4) - (7) of this section do not
apply, the fiduciary may appoint a co-fiduciary to which (e)(4) - (7) of this section do
not apply, which may be a special fiduciary with limited powers, and the appointed
co-fiduciary may exercise the power to adjust under (a) of this section, unless the
appointment of a co-fiduciary or the exercise of the power by a co-fiduciary is not
permitted by the terms of the trust or law other than this chapter.

(g) A fiduciary may release or delegate to a co-fiduciary the power to adjust
under (a) of this section if the fiduciary determines that the fiduciary's possession or
exercise of the power will or may

(1) cause a result described in (e)(1) - (6) or (8) of this section; or

(2) deprive the trust of a tax benefit or impose a tax burden not
described in (e)(1) - (6) of this section.

(h) A fiduciary's release or delegation to a co-fiduciary under (g) of this
section of the power to adjust under (a) of this section

(1) must be in a record;

(2) applies to the entire power, unless the release or delegation
provides a limitation, which may be a limitation to the power to adjust

(A) from income to principal;
(B) from principal to income;
(C) for specified property; or
(D) in specified circumstances;

(3) for a delegation, may be modified by a re-delegation under this
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subsection by the co-fiduciary to which the delegation is made; and

(4) subject to (3) of this subsection, is permanent, unless the release or
delegation provides a specified period, including a period measured by the life of an
individual or the lives of more than one individual.

(1) Terms of a trust which deny or limit the power to adjust between income
and principal do not affect the application of this section, unless the terms of the trust
expressly deny or limit the power to adjust under (a) of this section.

(j) The exercise of the power to adjust under (a) of this section in any
accounting period may apply to the current period, the immediately preceding period,
and one or more subsequent periods.

(k) Unless waived by the beneficiaries, or the settlor under AS 13.36.080(b), a
description of the exercise of the power to adjust under (a) of this section must be

(1) included in a report, if any, sent to beneficiaries under
AS 13.36.100; or
(2) communicated at least annually to the qualified beneficiaries.

Sec. 13.39.204. Discretionary allocation of capital gains to income. Unless
the governing instrument specifically prohibits a fiduciary from doing so, a fiduciary
may deem and allocate capital gains to fiduciary income. If the fiduciary is also a
beneficiary, then to the extent the fiduciary's exercise of this power results in an
additional distribution to the fiduciary as a beneficiary, the fiduciary may exercise this
power to accomplish a distribution to oneself as beneficiary only for purposes of
health, education, maintenance, or support of the beneficiary.

Sec. 13.39.205. Discretionary treatment of capital gains as included in
distribution of principal. Unless the governing instrument specifically prohibits a
fiduciary from doing so, a fiduciary may treat some or all of a distribution from
principal as coming from capital gains realized by the trust or estate.

Article 3. Unitrust.

Sec. 13.39.302. Application; duties and remedies. (a) Except as otherwise

provided in (b) of this section, AS 13.39.302 - 13.39.390 apply to
(1) an income trust, unless the terms of the trust expressly prohibit use

of AS 13.39.302 - 13.39.390 by a specific reference to AS 13.39.302 - 13.39.390 or an
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explicit expression of intent that net income not be calculated as a unitrust amount;
and
(2) an express unitrust, except to the extent the terms of the trust
explicitly
(A) prohibit use of AS 13.39.302 - 13.39.390 by a specific
reference to AS 13.39.302 - 13.39.390;
(B) prohibit conversion to an income trust; or
(C) limit changes to the method of calculating the unitrust
amount.

(b) The provisions of AS 13.39.302 - 13.39.390 do not apply to a trust
described in AS 13.39.203(e)(8), 26 U.S.C. 170(f)(2)(B), 26 U.S.C. 642(c)(5), 26
U.S.C. 664(d), 26 U.S.C. 2702(a)(3)(A)(ii) or (iii), or 26 U.S.C. 2702(b).

(¢) An income trust to which AS 13.39.302 - 13.39.390 apply under (a)(1) of
this section may be converted to a unitrust under AS 13.39.302 - 13.39.390 regardless
of the terms of the trust concerning distributions. Conversion to a unitrust under
AS 13.39.302 - 13.39.390 does not affect other terms of the trust concerning
distributions of income or principal.

(d) The provisions of AS 13.39.302 - 13.39.390 apply to an estate only to the
extent a trust is a beneficiary of the estate. To the extent of the trust's interest in the
estate, the estate may be administered as a unitrust, the administration of the estate as a
unitrust may be discontinued, or the percentage or method used to calculate the
unitrust amount may be changed, in the same manner as described for a trust under
AS 13.39.302 - 13.39.390.

(e) The provisions of AS 13.39.302 - 13.39.390 do not create a duty to take or
consider action under AS 13.39.302 - 13.39.390 or to inform a beneficiary about the
applicability of AS 13.39.302 - 13.39.390.

(f) A fiduciary that in good faith takes or fails to take an action under
AS 13.39.302 - 13.39.390 is not liable to a person affected by the action or inaction.

Sec. 13.39.303. Authority of fiduciary. (a) A fiduciary, without court
approval, by complying with (b) and (f) of this section, may

(1) convert an income trust to a unitrust if the fiduciary adopts in a
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record a unitrust policy for the trust providing
(A) that in administering the trust the net income of the trust
will be a unitrust amount rather than net income determined without regard to
AS 13.39.302 - 13.39.390; and
(B) the percentage and method used to calculate the unitrust
amount;

(2) change the percentage or method used to calculate a unitrust
amount for a unitrust if the fiduciary adopts in a record a unitrust policy or an
amendment or replacement of a unitrust policy providing changes in the percentage or
method used to calculate the unitrust amount; or

(3) convert a unitrust to an income trust if the fiduciary adopts in a
record a determination that, in administering the trust, the net income of the trust will
be net income determined without regard to AS 13.39.302 - 13.39.390 rather than a
unitrust amount.

(b) A fiduciary may take an action under (a) of this section if

(1) the fiduciary determines that the action will assist the fiduciary to
administer a trust impartially;

(2) the fiduciary sends a notice in a record, in the manner required by
AS 13.39.304, describing and proposing to take the action;

(3) the fiduciary sends a copy of the notice under (2) of this subsection
to each settlor of the trust which is,

(A) if an individual, living; or
(B) if not an individual, in existence;

(4) at least one member of each class of the qualified beneficiaries
receiving the notice under (2) of this subsection is,

(A) if an individual, legally competent; or
(B) if not an individual, in existence; and

(5) the fiduciary does not receive, by the date specified in the notice
under AS 13.39.304(c)(5), an objection in a record to the action proposed under (2) of
this subsection from a person to which the notice under (2) of this subsection is sent.

(c) If a fiduciary receives, not later than the date stated in the notice under
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AS 13.39.304(c)(5), an objection in a record described in AS 13.39.304(c)(4) to a
proposed action, the fiduciary or a beneficiary may request the court to have the
proposed action taken as proposed, taken with modifications, or prevented. A person
described in AS 13.39.304(a) may oppose the proposed action in the proceeding under
this subsection, whether or not the person

(1) consented under AS 13.39.304(b); or

(2) objected under AS 13.39.304(c)(4).

(d) If, after sending a notice under (b)(2) of this section, a fiduciary decides
not to take the action proposed in the notice, the fiduciary shall notify in a record each
person described in AS 13.39.304(a) of the decision not to take the action and the
reasons for the decision.

(e) If a beneficiary requests in a record that a fiduciary take an action
described in (a) of this section and the fiduciary declines to act or does not act within
90 days after receiving the request, the beneficiary may request the court to direct the
fiduciary to take the action requested.

(f) In deciding whether and how to take an action authorized by (a) of this
section, or whether and how to respond to a request by a beneficiary under (e) of this
section, a fiduciary shall consider all factors relevant to the trust and the beneficiaries,
including relevant factors described in AS 13.39.201(e).

(g) A fiduciary may release or delegate the power to convert an income trust
to a unitrust under (a)(1) of this section, change the percentage or method used to
calculate a unitrust amount under (a)(2) of this section, or convert a unitrust to an
income trust under (a)(3) of this section, for a reason described in AS 13.39.203(g)
and in the manner described in AS 13.39.203(h).

(h) Notwithstanding any other provision of this section, a fiduciary may not
convert an irrevocable income trust to a unitrust if the action results in a unitrust
distribution to a settlor who is a beneficiary of the trust and there is no existing
requirement in the trust to distribute income or principal to the settlor as a beneficiary.

Sec. 13.39.304. Notice. (a) A notice required by AS 13.39.303(b)(2) must be
sent to

(1) all beneficiaries that receive or are entitled to receive income from
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the trust or would be entitled to receive a distribution of principal if the trust were
terminated at the time the notice is sent, assuming no power of appointment is
exercised;
(2) each person that is granted a power over the trust by the terms of
the trust, to the extent the power is exercisable when the person is not then serving as a
trustee,
(A) including a

(i) power over the investment, management, or
distribution of trust property or other matters of trust administration;
and

(i) power to appoint or remove a trustee or person
described in this paragraph; and

(B) excluding a

(i) power of appointment;

(i) power of a beneficiary over the trust, to the extent
the exercise or nonexercise of the power affects the beneficial interest
of the beneficiary; and

(ii1) power over the trust if the terms of the trust provide
that the power is held in a nonfiduciary capacity and the power must be
held in a nonfiduciary capacity to achieve a tax objective under 26
U.S.C. (Internal Revenue Code); and
(3) each person that is granted a power by the terms of the trust to

appoint or remove a trustee or person described in (2) of this subsection, to the extent
the power is exercisable when the person that exercises the power is not then serving
as a trustee or person described in (2) of this subsection.

(b) A person may consent in a record at any time to an action proposed under
AS 13.39.303(b)(2). A notice required by AS 13.39.303(b)(2) need not be sent to a
person that consents under this subsection.

(c) A notice required by AS 13.39.303(b)(2) must include

(1) the action proposed under AS 13.39.303(b)(2);

(2) for a conversion of an income trust to a unitrust, a copy of the
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unitrust policy adopted under AS 13.39.303(a)(1);

(3) for a change in the percentage or method used to calculate the
unitrust amount, a copy of the unitrust policy or amendment or replacement of the
unitrust policy adopted under AS 13.39.303(a)(2);

(4) a statement that the person to which the notice is sent may object to
the proposed action by stating in a record the basis for the objection and sending or
delivering the record to the fiduciary;

(5) the date by which an objection made under (4) of this subsection
must be received by the fiduciary, which must be at least 30 days after the date the
notice is sent;

(6) the date on which the action is proposed to be taken and the date on
which the action is proposed to take effect;

(7) the name and contact information of the fiduciary; and

(8) the name and contact information of a person that may be contacted
for additional information.

Sec. 13.39.305. Unitrust policy. (a) In administering a unitrust under
AS 13.39.302 - 13.39.390, a fiduciary shall follow a unitrust policy adopted under
AS 13.39.303(a)(1) or (2) or amended or replaced under AS 13.39.303(a)(2).

(b) A unitrust policy must provide

(1) the unitrust rate or the method for determining the unitrust rate
under AS 13.39.306;

(2)  the method for determining the applicable value under
AS 13.39.307; and

(3) the rules described in AS 13.39.306 - 13.39.309 which apply in the
administration of the unitrust, whether the rules are

(A) mandatory, as provided in AS 13.39.307(a) and
13.39.308(a); or

(B) optional, as provided in AS 13.39.306, 13.39.307(b),
13.39.308(b), and 13.39.309(a), to the extent the fiduciary elects to adopt those
rules.

Sec. 13.39.306. Unitrust rate. (a) Except as otherwise provided in
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AS 13.39.309(b)(1), a unitrust rate may be
(1) a fixed unitrust rate; or
(2) a unitrust rate that is determined for each period using
(A) a market index or other published data; or
(B) a mathematical blend of market indices or other published
data over a stated number of preceding periods.

(b) Except as otherwise provided in AS 13.39.309(b)(1), a unitrust policy may
provide

(1) alimit on how high the unitrust rate determined under (a)(2) of this
section may rise;

(2) alimit on how low the unitrust rate determined under (a)(2) of this
section may fall;

(3) a limit on how much the unitrust rate determined under (a)(2) of
this section may increase over the unitrust rate for the preceding period or a
mathematical blend of unitrust rates over a stated number of preceding periods;

(4) a limit on how much the unitrust rate determined under (a)(2) of
this section may decrease below the unitrust rate for the preceding period or a
mathematical blend of unitrust rates over a stated number of preceding periods; or

(5) a mathematical blend of any of the unitrust rates determined under
(a)(2) of this section and (1) - (4) of this subsection.

Sec. 13.39.307. Applicable value. (a) A unitrust policy must provide the
method for determining the fair market value of an asset for the purpose of
determining the unitrust amount, including

(1) the frequency of valuing the asset, which need not require a
valuation in every period; and

(2) the date for valuing the asset in each period in which the asset is
valued.

(b) Except as otherwise provided in AS 13.39.309(b)(2), a unitrust policy may
provide methods for determining the amount of the net fair market value of the trust to
take into account in determining the applicable value, including

(1) obtaining an appraisal of an asset for which fair market value is not
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readily available;
(2) exclusion of specific assets or groups or types of assets;
(3) other exceptions or modifications of the treatment of specific assets
or groups or types of assets;
(4) identification and treatment of cash or property held for
distribution;
(5) use of
(A) an average of fair market values over a stated number of
preceding periods; or
(B) another mathematical blend of fair market values over a
stated number of preceding periods;
(6) a limit on how much the applicable value of all assets, groups of
assets, or individual assets may increase over
(A) the corresponding applicable value for the preceding
period; or
(B) a mathematical blend of applicable values over a stated
number of preceding periods;
(7) a limit on how much the applicable value of all assets, groups of
assets, or individual assets may decrease below
(A) the corresponding applicable value for the preceding
period; or
(B) a mathematical blend of applicable values over a stated
number of preceding periods;
(8) the treatment of accrued income and other features of an asset
which affect value; and
(9) determining the liabilities of the trust, including treatment of
liabilities to conform with the treatment of assets described under (1) - (8) of this
subsection.
Sec. 13.39.308. Period. (a) A unitrust policy must provide the period used
under AS 13.39.306 and 13.39.307. Except as otherwise provided in
AS 13.39.309(b)(3), the period may be,
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(1) a calendar year;
(2) a 12-month period other than a calendar year;
(3) acalendar quarter;
(4) athree-month period other than a calendar quarter; or
(5) another period.
(b) Except as otherwise provided in AS 13.39.309(b), a unitrust policy may
provide standards for
(1) wusing fewer preceding periods under AS 13.39.306(a)(2)(B) or
(b)(3) or (4) if
(A) the trust was not in existence in a preceding period; or
(B) market indices or other published data are not available for
a preceding period;
(2) using fewer preceding periods under AS 13.39.307(b)(5)(A) or (B),
(6)(B), or (7)(B) if
(A) the trust was not in existence in a preceding period; or
(B) fair market values are not available for a preceding period,
and
(3) prorating the unitrust amount on a daily basis for a part of a period
in which the trust or the administration of the trust as a unitrust or the interest of any
beneficiary commences or terminates.
Sec. 13.39.309. Special tax benefits; other rules. (a) A unitrust policy may
(1) provide methods and standards for
(A) determining the timing of distributions;
(B) making distributions in cash or in kind or partly in cash and
partly in kind; or
(C)  correcting an underpayment or overpayment to a
beneficiary based on the unitrust amount if there is an error in calculating the
unitrust amount;
(2) specify sources and the order of sources, including categories of
income for federal income tax purposes, from which distributions of a unitrust amount

are paid; or
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(3) provide other standards and rules the fiduciary determines serve the
interests of t