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M a r c h  27,

T h e  H o n o r a b l e  C h a r l i e  B u s s e l l  
P o u c h  V

J u n e a u ,  A K  9 9 8 1 1  

Dear Mr. B u s s e l l :

Telephone 
(907) 277-1604 

(907) 276-1605

I w r i t e  to s o l i c i t  your s u p p o r t  for the p a s s a g e  of the 
f o l l o w i n g  p i e c e s  of l e g i s l a t i o n :

H o u s e  S e n a t e

1. R e n u n c i a t i o n  of R i g h t s
in D e c e d e n t ' s  E s t a t e s  HB 695 SB 513

2. A d m i n i s t r a t i o n  of
D e c e d e n t ' s  E s t a t e s  H B  694 SB 512

3. U n i f o r m  D i s p o s i t i o n  of 
C o m m u n i t y  P r o p e r t y
R i g h t s  at D e a t h  HP. 697 SB 515

4. M a r r i e d  P e r s o n ' s  R i g h t s
in the F a m i l y  H o m e  H B  696 SB 514

5. U n i f o r m  P r i n c i p a l  and
I n c o m e  A c t  HB  693 SB 511

I a m  an a t t o r n e y  p r a c t i c i n g  in A n c h o r a g e ,  A l a s k a .  M y  
p r a c t i c e  is l a r g e l y  d e v o t e d  to e s t a t e  p l a n n i n g ,  e s t a t e  a n d  g i f t  
tax a n a l y s i s ,  and p r o b a t e  and t rust a d m i n i s t r a t i o n .  I am t h e r e­
fore q u i t e  f a m i l i a r  w i t h  the c o n t e n t s  of e a c h  of the p r o p o s e d  
m e a s u r e s .  N o n e  of the p r o p o s e d  b i l l s  h a v e  the g l a m o u r  a s s o c i a t e d  
w i t h  la r g e r  issues d e a l t  w i t h  by y o u r  C o m m i t t e e .  N o n e t h e l e s s ,  I 
w o u l d  e n c o u r a g e  you to g i v e  a c t i v e  c o n s i d e r a t i o n  to p a s s i n g  e a c h  
of these m e a s u r e s ,  T h e  e n a c t m e n t  into law of ea c h  of these 
m e a s u r e s  w i l l  r e s u l t  in a far h i g h e r  d e g r e e  of c e r t a i n t y  in 
v a r i o u s  a r e a s  c o v e r e d  by the p r o p o s e d  l e g i s l a t i o n  than is now the 
case. It is a l s o  my o p i n i o n  that a n y  l i n g e r i n g  u n c e r t a i n t y  in 
t h e s e  a r eas can o n l y  r e s u l t  in a d d i t i o n a l  e x p e n s e  to our c l i e n t s .
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T h a n ;  y o u  v e r y  m u c h  for yo u r  c o n s i d e r a t i o n .  P l e a s e  do
n o t  h e s i t a t e  to c a l l  or w r i t e  if y o u  ha v e  a n y  q u e s t i o n s .

P C G c p l s

cc: J o h n  L i s k a
R a m o n a  B a r n e s  
D o n  C l o c k s i n  
J o e  H a y e s  
H u g h  M a l o n e  
R o n  W e n d t e

V e r y  t r u l y  yours,

K E M P B E E ,  HUFFMAN, G I N D E R
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F i s c a l  M o t e  M a r c h  13, 1984
A n a l y s i s
H B  693

T h i s  b i l l  w a s  r e q u e s t e d  b y  t h e  C o d e  R e v i s i o n  C o m m i s s i o n  

so th a t  the s t a t e  m a y  a d o p t  the U n i f o r m  P r i n c i p a l  a n d  I n c o m e  Act. 

T h e  a c t  has b e e n  a d o p t e d  b y  37 o t h e r  s t a t e s ,  m a k i n g  it one o f  the 

m o r e  w i d e l y  a c c e p t e d  u n i f o r m  acts. T h e  p r o p o s e d  act c o d i f i e s  

r u l e s  a t r u s t e e  s h a l l  f o l l o w  w h e n  the d o c u m e n t  th a t  e s t a b l i s h e d  

the t r u s t  does n o t  p r o v i d e  i n s t r u c t i o n s  to c o v e r  all 

c i r c u m s t a n c e s ,  w h i c h  f r e q u e n t l y  is the case. It d i r e c t s  h o w  the 

t r u s t e e  s h a l l  c r e d i t  a r e c e i p t  or  c h a r g e  a n  e x p e n d i t u r e  in a 

v a r i e t y  of  f a c t  s i t u a t i o n s .  B e c a u s e  this b i l l  o n l y  d e a l s  w i t h  

p r i v a t e  s e c t o r  f i n a n c i a l  t r a n s a c t i o n s ,  it w i l l  n o t  h a v e  a f i s c a l  

i m p a c t  on s t a t e  g o v e r n m e n t  o p e r a t i o n s .
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A L A S K A  C O D E  R E V I S I O N  C O M M I S S I O N

C O M M I S S I O N E R S  

J O H N  W .  A B B O T T  •  C H A I R M A N  
J A M E S  L. B A L D W I N  • V I C E  C H A I R M A N  

P A T R I C K  M .  R O D C Y  
C H A R L I E  B U S S E L L  

L .  B. K U R T Z .  JR.
J U D S E  (Rrr ) T H O M A S  D. S T E W A R T  

F R E D E R I C  E. B R O W N

A LA S K A  STATE L E G IS LA T U R E  
P O U C H  Y  • S T A T E  C a P I T O L  

J U N E A U .  A L A S K A  988 11  
( # 0 7 )  4 8 3 * 4 8 7 8

March 1, 1984

E X E C U T I V E  S E C R E T A R Y  

B I L L Y  C.  B E R R I E R

Senator Bill Hay, Chairman 
Alaska Legislative Council 
Pouch V, State Capitol 
Juneau, Alaska 99811

RE: (1) a bill relating to principal and (HB
income of trusts;

(2) a bill relating to administration (HB
of decedents' estates;

(3) a bill relating to renunciation of (HB 
of rights in decedents' estates;

(4) a bill relating to married persons' (HB
rights in a family home; and

(5) a bill relating to the uniform dis- (HB
position of certain property rights
at death

693/SB 511) 

694/SB 512) 

695/SB 513) 

696/SB 514) 

697/SB 515)

Dear Senator Ray:

Pursuant to AS 24.20, the Alaska Code Revision 
Commission has prepared the enclosed bills anc respectfully asks 
that they be introduced in the legislature.

They are technical bills the commission has been 
working on with the probate committee of the Alaska Bar 
Association. They relate generally to rights at death and to 
property arrangements that usually have their inception in 
death.

At its last meeting, the Legislative Council agreed to 
introduce the bills.

One of the bills, the bill on disposition of certain 
property rights at death, was previously in the legislature but 
received little notice. It is revived at the request of the 
probate committee of the Alaska Bar Association, and that

I
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c o m m i t t e e  h a s  a d v i s e d  the  c o m m i s s i o n  t h a t  it • w i l l  a c t i v e l y  

s u p p o r t  t h e  b il l.

A  c o m m e n t a r y  o n  e a c h  b i l l  is e n c l o s e d .

J W A r c h w

E n c l o s u r e s

cc: Hon. B i l l  S h e f f i e l d
H on . E d m o n d  W. B u r k e ,  C h i e f  J u s t i c e  
M y r t o n  R. C h a r n e y ,  E x e c u t i v e  D i r e c t o r  

L e g i s l a t i v e  A f f a i r s  A g e n c y

Jofnn W. A b b o t t ,  C h a i r m a n  
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n
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-- C O V E R S  I D E N T I C A L  BIL LS : HB 693 & SB 511 --

A L A S K A  C O D E  R E V I S I O N  C O M M I S S I O N  
C O M M E N T A R Y  TO  A C C O M P A N Y  B I L L  TO A D O P T  
T H E  U N I F O R M  P R I N C I P A L  A N D  I N C O M E  A C T

M a n y  p r i v a t e  t r u s t s  n o w  a r e  b e i n g  e s t a b l i s h e d  
in A l a s k a ,  b o t h  b y  l i v i n g  p e r s o n s  a n d  p u r s u a n t  to t he  
l a s t  w i l l  a n d  t e s t a m e n t s  o f  d e c e a s e d  A l a s k a n s .

T h e  U n i f o r m  P r i n c i p a l  a n d  I n c o m e  A c t  c o d i f i e s  
r u l e s  a t r u s t e e  s h a l l  f o l l o w  w h e n  t h e  d o c u m e n t  t h a t  
e s t a b l i s h e d  t h e  t r u s t  d o e s  n o t  p r o v i d e  i n s t r u c t i o n s  t o  
c o v e r  a l l  c i r c u m s t a n c e s ,  w h i c h  f r e q u e n t l y  is th e c a se .
It d i r e c t s  h o w  t h e  t r u s t e e  s h a l l  c r e d i t  a r e c e i p t  or 
c h a r g e  a n e x p e n d i t u r e  in a v a r i e t y  of f a c t  s i t u a t i o n s .

T h i r t y - s e v e n  s t a t e s  h a v e  a d o p t e d  e i t h e r  t h e  
1 9 3 1  or  1 9 6 2  v e r s i o n  o f t h e  U n i f o r m  P r i n c i p a l  a n d  
I n c o m e  A c t .  T h e r e f o r e ,  w h a t  is p r o p o s e d  fo r  a d o p t i o n  i s 
o n e  of t h e  m o r e  w i d e l y  a c c e p t e d  u n i f o r m  a ct s.

A  t r u s t e e  m a y  be a s o p h i s t i c a t e d  t r u s t  d e p a r t m e n t  of a 
b a n k  or a w h o l l y  u n s o p h i s t i c a t e d  f a m i l y  m e m b e r  or f r ie nd . T h e r e  
a r e  m a n y  t r u s t e e s  in ea c h of t h e s e  c a t e g o r i e s  a n d  o th e r s .  T h e y  
al l h a v e  a n e e d  for the g u i d a n c e  t h i s  A c t  p r o v i d e s .

C u s t o m a r i l y ,  a t r u s t e e  h a s  d u t i e s  to s o m e o n e  w h o  
r e c e i v e s  i n c o m e  f r o m  the t r u s t  a n d  c o r r e s p o n d i n g  d u t i e s  to 
s o m e o n e  e l s e  w h o  w i l l  r e c e i v e  t he  p r i n c i p a l  a s s e t s  of the t r u s t  
(the p r i n c i p a l )  at so me  f u t u r e  time, o f t e n  a t a ti m e  far in the 
fu t u r e .  F r o m  d a y  to day  th e  t r u s t  h a s  e x p e n s e s  a n d  r e c e i p t s .  
T h e  t r u s t  d o c u m e n t  s e l d o m  if ev er  t r i e s  to a n s w e r  all  th e 
q u e s t i o n s  t h e  t r u s t e e  m u s t  d e c i d e  a b o u t  h o w  to a l l o c a t e  b e t w e e n  
p r i n c i p a l  a n d  i n c o m e .

T h e  A c t  se ts  the  r u l e s  t h a t  a p p l y  i n  the a b s e n c e  of 
r u l e s  in the t r u s t  i n s t r u m e n t .  T h e  A c t  d o e s  n ot  s u p e r s e d e  
d i r e c t i o n s  to the  t r u s t e e  t h a t  a r e  se t o u t  in the t r u s t  
i n s t r u m e n t .  T h e  i n t e n t  of t h e  p e r s o n  w h o  e s t a b l i s h e d  the  t r u s t  
is to c o n t r o l  w h e n  t h a t  i n t e n t  c an  be d e t e r m i n e d .  T h e A c t  w i l l  
fill in o n l y  w h e n  the  t r u s t  i n s t r u m e n t  is s i le nt .

Nor  d o e s  the A c t  s u p e r s e d e  a p r o v i s i o n  in a t r u s t  
i n s t r u m e n t  t h a t  g i v e s  a t r u s t e e  a b s o l u t e  d i s c r e t i o n  in h o w  to 
a l l o c a t e .  E v e n  in th at  case, h o w e v e r ,  th e A c t  is a r e a d y  s o u r c e  
of g u i d a n c e  to a t r u s t e e  on t h e c h o i c e s  t h a t  m u s t  be ma de.

T h e  A c t  f o l l o w s  the  s o - c a l l e d  " M a s s a c h u s e t t s  R u l e "  of 
a w a r d i n g  c a s h  d i v i d e n d s _ o n — c o r p o r a t e  s t o c k  to i n c o m e  a n d  s to ck
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d i v i d e n d s  to p r i n c i p a l , t h e r e b y  r e j e c t i n g  th e P e n n s y l v a n i a  R u l e  
or s o m e  v a r i a t i o n  of it r e q u i r i n g  a p p o r t i o n m e n t  b e t w e e n  t h e  two  
fu n d s .  P r o v i s i o n  is m a d e  for c o r p o r a t e  d i s t r i b u t i o n s  p u r s u a n t  to 
a c o u r t  d e c r e e  s u c h  as a d i v e s t i t u r e  o r d e r  in an a n t i t r u s t  suit. 
P r o v i s i o n  is a l s o  m a d e  for t r e a t m e n t  of th e d i s t r i b u t i o n s  of a 
r e g u l a t e d  i n v e s t m e n t  c o m p a n y  or real  e s t a t e  i n v e s t m e n t  tr u s t .  In 
r e c e n t  y e a r s ,  th e d i s c o u n t  t y p e  of b o n d  s u c h  as  the S e r i e s  E b o n d  
of t h e  U n i t e d  S t a t e s  g o v e r n m e n t  a n d  t h e  z e r o  c o u p o n  b o n d  h a v e  
b e c o m e  c o m m o n .  P r o v i s i o n  ha s  b e e n  m a d e  in t he  A c t  for a l l o c a t i n g  
th e  i n c r e m e n t  in v a l u e  b e t w e e n  p r i n c i p a l  a n d  inco me .

B e c a u s e  of th e d i f f i c u l t y  of a p p o r t i o n i n g  r e c e i p t s  f r o m  
e x t r a c t i o n  of n a t u r a l  r e s o u r c e s  a m o n g  t he  i n c o m e  a nd  p r i n c i p a l
b e n e f i c i a r i e s  it is p r o v i d e d  in th e A c t  th at  a n a r b i t r a r y
a l l o c a t i o n  s h o u l d  oc cu r, th a t  is, 2 7 - 1 / 2 %  of the g r o s s  r e c e i p t s  
s h a l l  be a d d e d  to p r i n c i p a l  as a " d e p l e t i o n  r e s e r v e , "  a n d  the 
b a l a n c e  is p a y a b l e  to the i n c o m e  b e n e f i c i a r y .  At* m p t s  to
a p p o r t i o n  th e  r e c e i p t s  on the  r e l a t i o n  of the a m o u n t  o.> m i n e r a l s  
e x t r a c t e d  to the a m o u n t  of m i n e r a l s  r e m a i n i n g  in the g r o u n d  h a v e  
p r o v e d  d i f f i c u l t  of c a l c u l a t i o n  a n d  t h i s  m e t h o d  of a l l o c a t i o n  w a s  
a c c o r d i n g l y  r e j e c t e d  in favor of s i m p l i c i t y .

T h e  A c t  c o n t a i n s  a " c a t c h - a l l "  p r o v i d i n g  fo r
d i s p o s i t i o n  of r e c e i p t s  w h e r e  t h e r e  is no s p e c i f i c  s e c t i o n  in the 
A c t  d e a l i n g  w i t h  th e a l l o c a t i o n .  A f o r m  of " p r u d e n t  m a n "  r u l e
ha s b e e n  a d o p t e d  to h a n d l e  th is  s i t u a t i o n .  R e c e i p t s  f r o m  c u t t i n g  
of t i m b e r  a r e  c o v e r e d  o n l y  by t h i s  " p r u d e n t  m a n "  ru l e s i n c e  th e
e f f e c t  c u t t i n g  of t im b e r  ha s on the v a l u e  of land  v a r i e s  t o o  m u c h
to a p p l y  th e g e n e r a l  rule  on " d e p l e t i o n  r e s e r v e . "

T h e  f o r m  of the Ac t is s t r a i g h t f o r w a r d .  T h e  i n i t i a l  
s e c t i o n ,  AS  1 3 . 3 8 . 0 1 0 ,  e s t a b l i s h e s  the r e l a t i o n s h i p  b e t w e e n  the  
t r u s t  i n s t r u m e n t  a n d  r u l e s  in the Act: A s  n o t e d  above, the t r u s t  
i n s t r u m e n t  (that is, the c r e a t o r ' s  i n t e n t  as e x p r e s s e d  in th e 
t r u s t  i n s t r u m e n t )  a l w a y s  p r e v a i l s  if it c o n f l i c t s  w i t h  the r u l e s  
in th e Act.

T h e  s e c o n d  s e c t io n,  AS 1 3 . 3 8 . 0 2 0 ,  d e f i n e s  the t e r m s
" p r i n c i p a l "  a n d  :,i n c o m e "  a n d  c o n t a i n s  c r o s s  r e f e r e n c e s  to th e  
s e c t i o n s  w h e r e  the d e f i n i t i o n s  a r e  r e f i n e d  in the b a l a n c e  of the  
Act.

In a p r a c t i c a l  sen se , the e n t i r e  bi ll  is a r e f i n e m e n t  
of the  d e f i n i t i o n s  of p r i n c i p a l  a n d  i n c o m e  set out in p r o p o s e d  A S  
1 3 . 3 8 . 0 2 0 .

T h e  f i r s t  tw o s e c t i o n s ,  t h e r e f o r e ,  a r e  the key to t h e  
Act.  T h e  r e m a i n d e r  of the A c t is a c c o u n t i n g  p r i n c i p l e s  a p p l i e d  to 
the  l i s t e d  k i n d s  of p r o p e r t y ,  k i n d s  of r e c e i p t s  a n d  e x p e n d i t u r e s  
a n d  t i m e s  of r e c e i p t s  an d  e x p e n d i t u r e s ,  as set  ou t in the s e c t i o n  
h e a d i n g s  of the Act:
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AS 13 • 00 00 . 010.

AS 13 .38 .020 .
AS 13 .38 .030.

AS 13 . u> C
D .040.

AS 13 .38 .050.
AS 13 .38 .060.
AS 13 .38 .070.
AS 13 .38 .080 .
AS 13 .38 .090.
AS 13 .38 .100.
AS 13 .38 .110.
AS 13 .38 .120.
AS 13 .38 .130.
AS 13 .38 .140.

D o t y  of T r u s t e e  as to R e c e i p t s  a n d  
E x p e n d i t u r e s .
I n c o m e  a n d  P r i n c i p a l  D e f i n e d .
W h e n  R i g h t  to I n c o m e  A r i s e s ;
A p p o r t i o n m e n t  of I nc ome .
I n c o m e  E a r n e d  D u r i n g  A d m i n i s t r a t i o n  
of a D e c e d e n t’s E s t a t e .
C o r p o r a t e  D i s t r i b u t i o n s .
B o n d  P r e m i u m  a n d  D i s c o u n t .
B u s i n e s s  a n d  F a r m i n g  O p e r a t i o n s .  
D i s p o s i t i o n  of N a t u r a l  R e s o u r c e s .
T i m b e r .
O t h e r  P r o p e r t y  S u b j e c t  to D e p l e t i o n .  
U n d e r p r o d u c t i v e  P r o p e r t y .
C h a r g e s  A g a i n s t  I n c o m e  a n d  P r i n c i p a l .  
G e n e r a l  D e f i n i t i o n s .
A p p l i c a t i o n  of C h a p t e r .

V a r i o u s  s m a l l  s u b s t a n t i v e  d e p a r t u r e s  f r o m  t h e  u n i f o r m  a c t  w e r e  
c o n s i d e r e d  by the co d e r e v i s i o n  c o m m i s s i o n  in th e  d r a f t i n g  
p r o c e s s .  H o w e v e r ,  a ft er  r e v i e w  w i t h  t h e  A l a s k a  Bar A s s o c i a t i o n ' s  
P r o b a t e  a n d  T r u s t  C o m m i t t e e  a n d  a f t e r  u n o f f i c i a l  bu t c a r e f u l  
r e v i e w  by the l e a d e r s h i p  of t he  A l a s k a  A s s o c i a t i o n  of C e r t i f i e d  
P u b l i c  A c c o u n t a n t s ,  the b i l l  is a l m o s t  v e r b a t i m  the u n i f o r m  act.

Th e  o n l y  s u b s t a n t i v e  c h a n g e s  f r o m  t h e  U n i f o r m  P r i n c i p a l  
and I n c o m e  A c t  ar e  two  r e l a t i v e l y  m i n o r  c h a n g e s  in s e c t i o n  AS 
1 3 . 3 8 . 1 1 0  on U n d e r p r o d u c t i v e  P r o p e r t y .

Th e  m a i n  a i m  of the A c t  is s i m p l i c i t y  a n d  c o n v e n i e n c e  
of a d m i n i s t r a t i o n  of the e s t a t e .  A s e c o n d  aim, of co ur se,  is 
f a i r n e s s  to all  b e n e f i c i a r i e s  b o t h  p r e s e n t  a n d  f u t u r e .  B e c a u s e  
s i m p l i c i t y  a n d  c o n v e n i e n c e  ar e  a p r i m a r y  a i m  of th e Act, the A c t  
is m a d e  a p p l i c a b l e  to all t r u s t s  a n d  e s t a t e s  w h e t h e r  in e x i s t e n c e  
at the t i m e  the A c t  b e c o m e s  law or net.

B e c a u s e  the r u l e s  in the  A c t  d i c t a t e  c h o i c e s  t h a t  a r e
s t a n d a r d  in a c c o u n t i n g  p r a c t i c e ,  t h e r e  is l i t t l e  r e a s o n  to 
b e l i e v e  the r u l e s  in the A c t  w i l l  di f f e r ,  in s i g n i f i c a n t  w a y s ,  
f r o m  the p r e s e n t  p r a c t i c e s  of m o s t  t r u s t e e s .  T h e r e f o r e ,  no
p r o b l e m s  of t r a n s i t i o n  ar e a n t i c i p a t e d .

In br ie f,  the  Act, t h e r e f o r e ,  s e t s  f o r t h  s i m p l e  a n d  
w o r k a b l e  r u l e s  of a d m i n i s t r a t i o n  w h i c h  a r e  b e l i e v e d  to be
c o n s i s t e n t  w i t h  th e w i s h e s  of c r e a t o r s  of t r u s t s  u p o n  the s u b j e c t  
t r e a t e d  u n l e s s  the c r e a t o r  s p e c i f i c a l l y  p r o v i d e s  for a d i f f e r e n t  
t r e a t m e n t  in the t r u s t  i n s t r u m e n t .
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