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SPONSOR STATEMENT for HB 3 2 1

T he Uniform  Prudent Investor A ct reverses com m on law rules that restrict 
the investm ent powers o f trustees. The new act requires a trustee to invest as 
a prudent investor would, using reasonable care, skill and caution in light o f 
the objectives and risk tolerance o f the individual trust. D iversification o f 
assets is an obligation. T rustees can delegate investm ent responsibilities to 
experts. W ithin the scope o f these powers and duties, trustees can choose to 
invest in any kind o f asset that m eets the objective o f the specific trust.



UNIFORM  PRUDENT INVESTOR ACT
- A  S  U M M A  R  Y -

T r u s te e s  o f  t ru s ts  a n d  l ik e  f id u c ia r ie s  h a v e  b e e n  s u b je c t  to  ru le s  s e v e re ly  r e s tr ic t in g  

th e  ty p e s  o f  in v e s tm e n t  m o d a l i t ie s  in  w h ic h  th e y  ca n  in v e s t  th e  a s s e ts  o f  t h e  t ru s ts  th a t  th e y  

a d m in is te r  a n d  m a n a g e .  I n te r e s t - b e a r in g  in s t ru m e n ts  — s a f e  in c o m e  — o f  l im ite d  k in d s  (n o  

j u n k  b o n d s )  a r e  t h e  lim it o f  r is k  p e r m i t t e d  o r  th o u g h t  t o  b e  p e r m i t t e d  u n d e r  th e  t r a d i t io n a l  

r u le s .  P r o te c t  t h e  p a p e r  v a lu e  o f  t h e  p r in c ip a l  a t  a ll c o s ts  is th e  m a n d a te  f o r  t r u s te e s .  In 

a d d it io n ,  a  t r u s t e e ’s p e r f o r m a n c e  is r a t e d  b y  th e  p e r f o r m a n c e  o f  e a c h  a n d  e v e ry  in v e s tm e n t,  

s ing ly , a n d  n o t  o n  th e  p e r f o r m a n c e  o f  th e  w h o le  o f  t h e  p o r t fo l io .  A n d  t r u s te e s  h a v e  b e e n  

p r e c lu d e d  f ro m  o b ta in in g  p ro f e s s io n a l  in v e s tm e n t  h e lp .

T h e  r e s u l t  fo r  t ru s ts  is  m o d e s t  in c o m e  p ro d u c t io n  a t  b e s t  w i th o u t  r e g a rd  fo r  th e  

e ro s io n  o f  a  t r u s t ’s a s se ts  b y  in f la t io n .  C a n  i t  b e  th a t  th e s e  ru le s  m is c a lc u la te  th e  r e a l  r isk  

a n d  a c tu a lly  j e o p a r d i z e  th e  a s s e ts  o f  a  t r u s t  r a th e r  th a n  p ro v id e  f o r  th e i r  p r o te c t io n ?

T h e  a n s w e r  is y es . A n d  a  r e m e d y  is n o w  a t  h a n d  in  th e  U n ifo r m  P r u d e n t  In v e s to r  

A c t  (U P IA ) ,  p ro m u lg a te d  b y  th e  U n ifo r m  L a w  C o m m is s io n e rs  in  1994 . T h e  a d o p t io n  o f  th is  

a c t  b y  th e  s t a t e  le g is la tu re s  w ill c o r r e c t  th e  ru le s ,  b a s e d  o n  fa ls e  a n d  d a m a g in g  p re m is e s ,  th a t  

n o w  g o v e rn  th e  a c tio n s  o f  t r u s te e s .

B y n o  m e a n s  d o e s  U P I A  tu r n  t r u s te e s  in to  u n r e s t r a in e d  s p e c u la to r s .  I t  p ro v id e s  ru le s  

g o v e rn in g  in v e s tm e n t  th a t ,  in  fa c t, r e s u l t  in  g r e a t e r  p r o te c t io n  fo r  t h e  t r u s t ’s a s s e ts  w h ile  

p ro v id in g  a  p r o s p e c t  o f  b e t t e r  in c o m e . U P I A  d o e s  n o t  e n c o u r a g e  i r r e s p o n s ib le ,  s p e c u la t iv e  

b e h a v io r ,  b u t  r e q u ir e s  c a re fu l  a s s e s s m e n t  o f  in v e s tm e n t  g o a ls , c a re fu l  a n a ly s is  o f  r isk  v e rs u s  

r e tu r n ,  a n d  d iv e rs if ic a t io n  o f  a s s e ts  to  p r o t e c t  th e m . I t  g iv e s  t h e  t r u s t e e  th e  to o ls  to  

a c c o m p lis h  th e s e  e n d s .  U P I A  r e q u ir e s  t r u s te e s  to  b e c o m e  d e v o te e s  o f  " m o d e m  p o r tfo l io  

th e o ry "  a n d  to  in v e s t  a s  a  p r u d e n t  in v e s to r  w o u ld  in v e s t  " c o n s id e r in g  th e  p u rp o s e s ,  te rm s ,  

d is t r ib u tio n  r e q u ir e m e n ts ,  a n d  o th e r  c i r c u m s ta n c e s  o f  t h e  t ru s t"  u s in g  " re a s o n a b le  c a re ,  skill, 

a n d  c a u tio n ."

T h e  t r u s t e e  h a s  a  lis t o f  f a c to r s  w h ic h  m u s t  b e  c o n s id e r e d  in  m a k in g  in v e s tm e n t  

d e c is io n s , in c lu d in g  " g e n e ra l  e c o n o m ic  c o n d it io n s ,"  " p o ss ib le  e f fe c t  o f  in f la t io n  o r  d e f la tio n ,"  

" th e  e x p e c te d  to ta l  r e tu r n  f ro m  in c o m e  a n d  t h e  a p p r e c ia t io n  o f  c a p ita l,"  a n d  " o th e r  re s o u rc e s  

o f  th e  b e n e f ic ia r ie s ."  T h e  t r u s te e  m u s t  t a k e  ta x  c o n s e q u e n c e s  o f  in v e s tm e n t  d e c is io n s  in to  

a c c o u n t  T h e r e  is  a  p o s i t iv e  o b lig a t io n  to  d iv e rs ify  a s s e ts  "u n le ss  t h e  t r u s t e e  re a s o n a b ly  

d e te r m in e s  th a t ,  b e c a u s e  o f  s p e c ia l  c i r c u m s ta n c e s ,  th e  p u r p o s e s  o f  th e  t r u s t  a r e  b e t t e r  s e rv e d  

w ith o u t  d iv e rs ify in g ."  T h e  t r u s t e e ’s o b l ig a t io n s  a r e  s ig n if ic a n t, r e q u ir in g  s o p h is tic a te d  

a p p r o a c h e s  to  in v e s tm e n t  t h a t  re a l ly  t a k e  in to  a c c o u n t  t h e  r ig h t  r i s k - to - r e tu m  ra tio  fo r  th e  

p a r t ic u la r  t ru s t .
In  a d d i t io n ,  a  t r u s te e ’s p e r f o r m a n c e  in  U P I A  is m e a s u r e d  b y  th e  p e r f o r m a n c e  o f  all 

t h e  a s s e ts  to g e th e r .  A  lo ss  w ith  r e s p e c t  to  a  s in g le  a s s e t  d o e s  n o t  m e a n  t h a t  th e  t r u s te e  h as  

v io la te d  h is  o r  h e r  f id u c ia ry  r e s p o n s ib i l i t ie s .  T h e  a c t  t a k e s  th e  tru ly  h o lis t ic  a p p r o a c h  to  

in v e s tm e n t  p r a c t ic e s .



P a g e  2

In  r e tu r n  fo r  th e s e  o b l ig a t io n s ,  U P I A  re m o v e s  a n y  r e s tr ic t io n s  u p o n  th e  ty p e s  o f  

in v e s tm e n t  m o d a l i t ie s  w h ic h  m a y  b e  c h o s e n  in  a t r u s t ’s p o r tfo l io .  I t is q u i te  p o s s ib le , fo r 

e x a m p le , to  h o ld  p o s i t io n s  in  h ig h - in te r e s t  bo D d s ( ju n k  b o n d s )  o r  m u tu a l  fu n d s  in v e s tin g  in 

su c h  b o n d s ,  in  a  d iv e r s i f ie d  p o r t f o l io ,  if s u c h  a n  in v e s tm e n t  m e e ts  th e  n e e d s  o f  th e  p a r t ic u la r  

t ru s t  in  lig h t o f  th e  r i s k / r e tu r n  a n a ly s is  s p e c if ic  to  t h a t  t ru s t .

O n e  o f  th e  b o o n s  to  t r u s te e s  o f  s m a l le r  tru s ts  is th e  ab ility  to  in v e s t  in  m u tu a l  fu n d s. 

M u tu a l  fu n d s  r e d u c e  in v e s tm e n t  r isk  b y  d iv e rs ify in g  th e i r  p o r tfo l io s .  B y  u s in g  m u tu a l  fu n d s, 

a  t r u s te e  o f  a  t r u s t  t h a t  d o e s  n o t  h a v e  a  la rg e  e n o u g h  c o r p u s  to  e f fe c tiv e ly  d iv e rs ify  its  a sse ts  

c a n  e n h a n c e  d iv e r s i f ic a t io n  o f  th e  t r u s t ’s p o r t fo l io  to  l im it  th e  t r u s t ’s r i s k  o f  lo ss .

U P I A  a ls o  p e r m i t s  th e  t r u s te e  to  d e le g a te  in v e s tm e n t  a n d  m a n a g e m e n t  fu n c tio n s  

" th a t  a  p r u d e n t  t r u s t e e  o f  c o m p a r a b le  skills c o u ld  p ro p e r ly  d e le g a te  u n d e r  th e  

c irc u m s ta n c e s ."  C a r e f u l  s e le c t io n  o f  th e  a g e n t  a n d  c a re fu l ,  p e r io d ic  r e v ie w  o f  th e  a g e n t 's  

a c tio n s  a r e  p a r t  o f  t h e  t r u s t e e ’s r e s p o n s ib i l i ty  w h e n  d e le g a t in g  a u th o r i ty .  .An a g e n t  h as  a 

re s p o n s ib i l i ty  o f  r e a s o n a b le  c a r e  in  c o n d u c tin g  th e  d e le g a te d  b u s in e s s  o f  th e  t ru s t .

W h y  is it t h a t  t h e  p r u d e n t  m a n  ru le  o f  p r io r  la w  m ay , in  fa c t, j e o p a r d i z e  th e  a s se ts  

in  a  t ru s t?  S o m e  o f  t h e  in s t r u m e n ts  in  w h ic h  t ru s te e s  h a v e  b e e n  a b le  to  in v e s t  h a v e  b e c o m e  

m o re  v o la t i le  in  p r ic e .  T r e a s u r y  b o n d s ,  f o r  e x a m p le , lo n g  th o u g h t  to  b e  s a fe  in v e s tm e n ts , 

n o w  f lu c tu a te  c o n s id e r a b ly  in  v a lu e  w ith  th e  f lu c tu a tio n  o f  in te r e s t  r a te s .  T h e  fo rm e r  so- 

c a lle d  s a fe  in v e s tm e n t  m a y  n o t  b e  so  s a fe  a n y m o re . In  c o n tr a s t ,  c o m m o n  s to c k s  h a v e  sh ew n  

c o n s is te n tly  b e t t e r  r e tu r n s  o v e r  th e  y e a rs  th a n  b o n d s  — y e t  t r u s te e s  h a v e  b e e n  p re v e n te d  

fro m  in v e s tin g  in  c o m m o n  s to c k s .  S to c k s  h a v e  b e e n  h is to r ic a l ly  s a f e r  in v e s tm e n ts ,  th e re fo re ,  

in  d iv e rs if ie d  p o r t f o l io s  th a n  b o n d s  h a v e  b e e r . .  T ru s ts  h a v e  b e e n  d e p r iv e d  o f  r e tu r n  a t  s e m e  

g r e a te r  r isk  by  th e  a n t i q u a t e d  ru le s  th a t  g o v e rn  in v e s tm e n t  o f  th e i r  a s s e ts .

B y  fa r  th e  m o s t  in s id io u s  d a m a g e  to  tru s t  a s s e ts  c o m e s  f ro m  in f la t io n . I f  t ru s te e s  

c a n n o t  in v e s t  in  m o d a l i t i e s  t h a t  e x c e e d  th e  r a te  o f  in f la t io n  in  r e tu r n ,  th e  in e v ita b le  re s u lt  

is d im in u tio n  o f  t h e  c o r p u s  o f  th e  t ru s ts  th e y  m a n a g e .  T n e  b e n e f ic ia r ie s  o f  t ru s ts  so 

r e s tr ic te d  lo se  in  all w a y s , b o t h  w ith  r e s p e c t  to  in c o m e  a n d  p r in c ip a l.

T h e  U P I A  p r o v id e s  r u le s  th a t  c a n  b e  m o d if ie d  o r  w a iv e d  in  th e  t r u s t  a g r e e m e n t .  A n y  

p e r s o n  w h o  w ish e s  t o  p u t  p r o p e r t y  in  t ru s t  a n d  w h o  w a n ts  to  p ro v id e  d i f f e r e n t  s ta n d a r d s  o f 

c o n d u c t  f o r  th e  t r u s t e e  is p e r m i t t e d  to  d o  so  u n d e r  U P I A .

U P I A  p ro v id e s  a  r e a s o n a b le  a p p r o a c h  to  th e  in v e s tm e n t  o f  t r u s t  a s s e ts  t h a t  b e t t e r  

m e e ts  th e  n e e d s  o f  b e n e f i c i a r i e s  w h ile  p re s e rv in g  t r u s t  a s s e ts .  I t  s h o u ld  b e c o m e  th e  law  fc  

ev e rv  s ta te  a s  s o o n  a s  o o s s ib le .

Founded in 1892, the National Conference of Commissioners on Uniform State Laws is a confederation of 
state commissioners on uniform laws. Its membership is comprised of 300 practicing- lawyers, judges, and 
law professors who are appointed by each of the 50 states, the District of Columbia, Puerto Pico era he US. 
Virgin Islands to draft uniform and model state laws and work toward their enactment



L E G A L  S E R V I C E S
D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V I C E S  

L E G I S L A T IV E  A F F A IR S  A G E N C Y

(9071 -5 5 -3 8 6 7  or 4 65 -2450  S T A T E  O F  A L A S K A

4 55 -2 0 2 9  130 Sew ard  Stre et. Su ite 4 : ;

Man S : ; p  3101 Juneau, A la ska  99801-2105

M  E M  O  R A N D U M  F eb ru a ry  9. 1998

S U B J E C T : S ec tio n a l S u m m ary  (HB 321)

T O : R ep re sen ta tiv e  Joe Ryan

F R O M : T a m a ra  B randt C ook
D ire c to r  \ U

H ere is the sec tio n a l su m m ary  you  requested  for a b ill d ea lin g  w ith  trusts based  on the 
U nifo rm  P rudent Investo r A ct o f  the N ational C onference o f  C o m m issio n s on U niform  State 
Law s.

S ecs. 1 a n d  2. C o rrec t a c ro ss-re fe ren ce  to a s tatu te  repea led  in th is  bill.

Sec. 3. A dds a new  a r tic le  -- the U niform  Prudent In v esto r A ct.
Sec. 13 .36 .2 0 0 . R eq u ires  a trustee to com ply  w ith  the p ru d en t investo r rule and 

perm its  the ru le  to be ex p an d ed , restricted, elim inated, o r altered  by  the provisions o f  a trust.
Sec. 13 .36 .205 . R eq u ires  a trustee to m anage asse ts b y  co n sid erin g  the purposes, 

term s, d is trib u tio n  req u irem en ts , and o th er c ircu m stan ces  o f  the  trust. L ists spec itlc  
c irc u m sta n ces  that a tru s tee  m ust consider. R equires a tru stee  to m ak e  a reasonab le  effort 
to  verify  facts re levan t to m an ag em en t o f  trust assets. A trustee w ith  special sk ilis has a duty 
to use those  sk ills .

Sec. 13 .36.210. R eq u ires  d iversifica tion  o f  investm en ts , un less the pu rposes o f  the 
tru st a re  b e tte r  served  w ith o u t d iversify ing .

S ec. 13 .36 .2 1 5 . R eq u ires  a trustee  to rev iew  a trust and m ak e  d ec isio n s regard ing  
asse ts  w ith in  a rea so n ab le  tim e  afte r accep ting  a tru steesh ip  o r receiv ing the assets.

S ec. 13 .36 .2 2 0 . R eq u ires  a trustee to m anage asse ts so le ly  in the in terest o f  the 
b en e fic ia rie s .

S ec. 1 3 .3 6 .2 2 5 . R eq u ires  a trustee to act im p artia lly  i f  a trust has tw o o r m ore
'"eneficiaries.

See. 1 3 .3 6 .2 3 0 . A tru stee  mu;, only incur costs that are reaso n ab le  in m anag ing  a
trust.

Sec. 13 .36.235. C o m p lian ce  with the prudent in v es to r ru le  is de term ined  in light o f  
the facts ex is tin g  at the  lim e o f  the trustee s dec ision  or action .

See. 13 .36.240. A trustee  m ay delegate investm en t and m an ag em en t functions, but 
the trustee m ust ex erc ise  care, skill and caution in se lec tin g  an ag en t, e s tab lish in g  the term s 
o f  the d e leg a tio n , and rev iew ing  the agent s actions.



S ec. 13.36.260. C erta in  genera l p h rases that m ay ap p ea r in a trust invoke the 
s tan d a rd s  o f  th is article.

Sec. 13 .36.265. T he new artic le  app lies to trusts e x is 'in g  on and crea ted  after the 
e f fe c tiv e  d a te  o f  those sec tions, but, as app lied  to ex isting  tru sts , the artic le  governs on ly  
d ec is io n s  o r ac tio n s that occu r afte r the effec tiv e  date.

S ec. 13.36.270. T he new  artic le is to construed to m ake un ifo rm  the law  am o n g  the 
s ta te s  tha t adop t a U nifo rm  P ruden t Investo r Act.

Sec. 13 .36.275. T he sho rt title is the U niform  P ruden t In v esto r A ct.

S ec . 4 . T he ex is tin g  sta tu te  d ea lin g  w ith  a tru stee 's  s tandard  o f  ca re  is repealed .

S ec . 5. Im m ed ia te  effective date.

Representative Joe Ryan
February 9, 199S
Page 2
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A F ew  Facts A bout 
T H E  U N IFO R M  P R U D E N T  IN V E S T O R  A C T

PU R PO SE : T his act rem oves m uch o f  the com m on  law  restric tion  up o n  the  investm en t

to u tilize  m odem  p o rtfo lio  theo ry  to  g u id e  in v es tm en t dec isions. A 
fiducia ry 's  p erfo rm ance is m easu red  on the p e rfo rm an c e  o f  the w hole 
p o rtfo lio , no t upon the perfo rm an ce  o f  each  in v es tm en t s ing ly . The act 
a llo w s the fiduciary  to delega te  in v es tm en t d ec is io n s  to  q u a lified  and 
su p erv ised  agents. It requ ires so p h is tica ted  risk -re tu m  an a ly s is  to gu ide 
investm en t decisions.

ORIGIN : C om ple ted  by the U n ifo rm  L aw  C o m m issio n ers  in 1994.

E N D O R S E D  BY: A m erican  B ar A ssocia tion
A m erican  B ankers A ssocia tion

STA T E
.ADOPTION S:

.Arizona 

.Arkansas * 
C alifo rn ia  
C olorado

N ew  Je rse y  * 
N ew  M ex ico  
N o rth  D a k o ta  • 
O k lah o m a 
O regon 
R hode Island  
U tah

C onnecticu t *
Idaho * 
M aine
M inneso ta
Missouri
Nebraska

W ash in g to n  
W est V irg in ia

199”’
IN T R O D U C T IO N S: D istrict o f  C olum bia

Haw aii
Indiana

Iowa
M assach u se tts
M ississ ip p i
V erm ont



Investment Legislation Governing 
Trusts and  Foundations (by State)
As of November, 1997

- & •
Alabama 5/16/89 Ah. Code §

.Alaska

.Arizona 7/20/96 Art*. Rev. Si

.Arkansas 3/31/97 Act 940 of 1

California 1/1/96 : C*L Prob. C

Colorado 7/1/95 Cofc. Rev. 5

Connccucut 6/1/97 Public Act.'

Delaware 7/3/86 Dri. Code.*

Dist. of Columbia 2/1/95 D.C. Super.

Flonda 10/1/93 Ha. Star. Ac

Georgia s 1/1/9* Ga. Code A

Hawaii 4/14/VT 30 Hawaii 1

Idaho Idaho Code

Illinois 760 Dl. Cot

Indiana

Iowa ■ 4/13/91 Iowa Code

Kansas : -t: Kan. Sat. A

Kentucky
-------------- ■ -

V ^ 7/15/96 Kent. Rev.!

Louisiana

Maine ' . Me. Rer. St

Maryland Md. Eit. It

Massachusetts

Michigan

Minnesota 1/1/97 ” ’ ' Minn. Sat.

Mississippi

Missoun 8/28/96 Mo. Ann. 5

Montana 10/1/89 Mont. Coc

Nebraska 4/2/97 Legislative

Nevada 4/17/89 Nev. Rev. i

New Hampshire

New Jersey 3/7/97 N.J. Sot A

New Mexico 7/1/95 N.M. Star.

New Vork 1/1/95 N.Y. Est.. 1

North Carolina i

North Dakota 8/1/97 N.D. Cent

Ohio 1

Oklahoma 11/1/95 Okla. Sut.

Oregon 9/9/95 Or. Rev. Si

Pennsylvania

Rhode Island 8/6/96 R.I. Seat. §

South Carolina 6/5/90 S.C. Code

>ojth Dakota 7/1/95 S.D. Codi-

Tennessee 7/1/89 Tcnn Coc

Texas 6/16/91 Tex. Prop

Utah 7/1/95 Utah Cod

Ver-r.. r.t .

Virginia 4/6/92 Va. Cede

Washington 7/23/95 Wash. Re-

West Virginia 7/1/96 W. Va. L.

A m odel U niform  P ruden t Investor Act 

“ I 'P L A " was prom ulgated  by the N ational 

C on ference  o f  C om m issioners on  U niform  State 

Laws in 1994 and recom m ended  for enactm en t by 

the sta tes. T he UPLA allows trustees and similar 

fiduciaries to  em ploy m odern  portfo lio  theo ry  to  

gu ide  investm en t decisions, and evaluates a 

fiduciary 's conduc t based on  a strategy for the total 

p o rtfo lio , ra th er than on die selection o f  individual 

assets. In  add ition , the U PIA  makes the follow ing 

alte ra tions in the form er criteria for fiduciary 

investm en t: (A) the tradeoff betw een risk and re tu rn  

is iden tified  as the fiduciary’s central investm ent 

co n sidera tion ; (B) categoric restrictions on  types o f  

investm en ts have been  abrogated; (C ) the concept 

th a t fiduciaries should  diversify portfo lio  invest­

m en ts  has been  in tegrated  in to  the defin ition  o f  

p ru d en ce ; (D ) the m uch criticized ru le o f  tru st law 

fo rb idd ing  the trustee to  delegate investm ent and 

m an ag em en t functions has been reversed (som e 

jurisd ictions impose notice requirem ents no t 

m an d ated  by the U P IA '; and 'E l  the trustee may­

be relieved from  liability for acts o f  the agen t, if 

ce rta in  requ irem ents are met.

It shou ld  be no ted  that charitable foundations 

an d  private trusts are subject to  similar investm ent 

rules. The U PIA  is applicable to foundations 

o rgan ized  in crust form. Charitable co rporations, 

o n  th e  o th e r  hand, are governed in m any jurisdic­

tions by the U niform  M anagem ent o f  Institu tional 

F u n d s Act I “ U M IFA "). T he far righ t colum n 

o f  th e  chart indicates w hether a state has adop ted  

UMLFA.

The chart at the right shows fh* states that have 

adopted the UPIA, or substantial portions thereof, at 

of lhr» pubhcotion. Additionally, many othar states 

are identified that now require a total pot ftolio 

approoch to investment management, but which do 

not otherwise have previsions resembling the UPIA.

If a stale has no total portfolio statute, the chart 

makes no representation regording whether that 

start laws curtain any other provision resembling 

the UPIA.

y\ i*.u»sin

Wyoming



120-2 and 19-3-322 | No | No | No | Yes No ( No r*s
| No

: Si 14-7601 to 14-7611 Yes Yes Yes Yes Yes No No

Ye* Yes Yes Yes Yes No Yes

•16045 to 16054 Yes Yes Yes Ye* Yes No Ye*

n. SS 15-1.1-101 k> 15-1.1-115 Ye* Yes Yes Yes Yes No Yes

140 Yes Yes Yes Yes Yes No Yet

12, $ 3302 No Yes No No No No Yos

o R. 5<a) Yes Yes No No No No Yes

18 11 and 518.112 Yes Ye* Yes Yes Yes Ye* Ye*

'3-8-2 No Yes No No No No Yes

Minna 5S4C Yes Yes Yes Yes Yes No Ye*

10 Yes Ye* Yes Yes Ye* No Yos

Ann. §§ 5/5 and 5/5.1 Yes Yes Yes Yes Yes lies Yes

Yes

-33.123 No No No No 2 Na No Yes

>8-1202 nd 17-5004 Yes Ye* Ye* Yes Yes Yes Yos

' 277— ff4a ootf to cosporase ftdudano Yes No Yes Yes No ** Ye*

Yes

r.c 18-A, J7-302 Yes Yes Yes Yes Yes • No Yes

ode Aan. $ 15-114 Yes Ye* , Yes Yes No No Ye*

Ye*

Yes

501B.151nd501B.152 Yes Ye* Yes Yes Yes No Yes

No

-6.900 i d  456.913 Yes Yes Yes Yes Yes No Yes

-2 34-114 No Yes No No Yes No Yes

Yes Yes Yes Yes Yes No Yes

050 No Yes No No No No No

Ye*

20-11.1 CD3B-J0-11.12 Yes Yes Yes Yes Yes Yes Ye*

'-'-601 to 45-7-612 Yes Yes Yes Yes Yes No No

Trusts Law $ 11-2.3 Yes Yes Yes Yes No No Yes

Yes

> 02-08.1 ro 59 02-08.11 Yes Yes Yes Yes Yes No Yes

Yes

.'5.60 to 175.72 Yes Yes Yes Yes Yes No Yes

!94 to 128218 Yes Yes Yes Yes Yes No Yes

No

18-15-13 Yes Yes Yes Yes Yes No Yet

'•302 No Yes No No No No Yet

\n. JS 55-5-6 to 55-5-16 Yes Yes Yes Yes No No No

3-117 No Yes No No No No Yes

■j 113.056 No Yes No No No No Yes

' 302 Yes Yes Yes Yes Yes No No

Yes

:  1 No Yes Yes No No No Yes

. 11.100.010 et scq, No Yes Yes No No No Yes

I to 44-6C-15 Yes Yes Yes Yes Yes No Yes

! 1 | 1 Yes



WHY STATES SHOULD ADOPT 
THE UNIFORM PRUDENT INVESTOR ACT

T h e  U n ifo rm  P ru d e n t  In v e s to r  A c t r e v e r s e s  c o m m o n  la w  ru le s  t h a t  r e s t r ic t  th e  
in v e s tm e n t  p o w e rs  o f  t ru s te e s .  T h e  n e w  a c t  r e q u ir e s  a  t r u s te e  t o  in v e s t  a s  a  p r u d e n t  
in v e s to r  w o u ld , u s in g  r e a s o n a b le  c a re ,  sk ill a n d  c a u tio n  in  lig h t o f  t h e  o b je c t iv e s  a n d  r isk  
t o le r a n c e  o f  th e  in d iv id u a l t ru s t .  D iv e r s if ic a t io n  o f  a s s e ts  is a n  o b l ig a t io n .  T r u s te e s  c a n  
d e le g a te  in v e s tm e n t  re s p o n s ib il i t ie s  to  e x p e r ts .  W ith in  t h e  s c o p e  o f  th e s e  p o w e rs  a n d  
d u t ie s ,  t r u s te e s  c a n  c h o o s e  to  in v e s t  in  a n y  k in d  o f  a s s e t  th a t  m e e ts  th e  o b je c t iv e  o f  th e  
s p e c if ic  t ru s t .

W h a t  a r e  t h e  sp e c if ic  a d v a n ta g e s  o f  t h e  U n ifo r m  P r u d e n t  I n v e s to r  A c t?

1. T ru s ts  a r e  lik e ly  to  a c h ie v e  a  b e t t e r  r e tu r n  fo r  b e n e f ic ia r ie s  th a n  is th e  c a s e  
u n d e r  th e  c o m m o n  law  ru le s .

2. T ru s te e s  c a n  p r o te c t  th e  t r u s t  c o r p u s  b e t t e r  th ro u g h  d iv e rs i f ic a t io n  o f  a s s e ts  
th a n  is th e  c a s e  u n d e r  th e  c o m m o n  la w  ru le s .

3. T ru s te e s  c a n  in v e s t  to  c o u n te r  th e  e f fe c ts  o f  in f la t io n , s o m e th in g  th a t  th e  
c o m m o n  ru le s  d o  n o t  a llow .

4. A  t r u s te e  n o  lo n g e r  is fo rc e d  to  re ly  u p o n  h is  o r  h e r  o w n  k n o w le d g e  a n d  
e x p e r t is e ,  b u t  c a n  a c q u ire  in v e s tm e n t  s e rv ic e s  to  e n h a n c e  h is  o r  h e r  o w n  
k n o w le d g e  a n d  skill.

5. T ru s te e s  :n n  t a k e  in to  a c c o u n t  th e  c h a n g in g  c h a r a c te r  a n d  k in d s  o f  a s s e ts  
a v a ila b le  fo r  in v e s tm e n t ,  f r e e  o f  a r c h a ic  re s tr ic t io n s .

5. T ru s te e s  a r e  ju d g e d  o n  o v e ra ll  p e r f o r m a n c e  o f  t h e  a s s e ts  in  a  t ru s t ,  r a th e r
th a n  o n  th e  p e r fo rm a n c e  o f  s p e c if ic  a s s e ts .

7. T h e  sp e c if ic  n e e d s  o f  e a c h  t r u s t  c a n  b e  t a k e n  in to  a c c o u n t  in  d e v is in g  
in v e s tm e n t s tra te g y , r a th e r  t h a n  b e  s u b o r d in a te  to  g e n e r ic  in v e s tm e n t  ru le s  
t r e a t in g  all t ru s ts  as  th e  s a m e .

8. T h e  A c t  w ill p ro v id e  u n ifo rm ity  o f  law , n e c e s s a ry  in  a n  in t e r s t a t e  
in v e s tm e n t  e n v iro n m e n t.
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_ D I L L O N  &  F IN D )  F V _ J  

J u n e a u , AK 9 9 8 0 1

D e a r  A r t ,

Y o u r l e t t e r  o f  F e b r u a r y  2 an d  e n c lo s u r e s  was on  my d e s k  when  
I  r e t u r n e d  to d a y  f o l l o w i n g  t h r e e  d a y s  in  C h ic a g o  f o r  a d r a f t i n g  
c o m m it te e  m e e t in g .

I  a g r e e  t h a t  t h e  a d ju s tm e n ts  i n  t h e  P r o b a t e  C ode t h a t  a r e  
in c lu d e d  in  t h e  U n ifo r m  P r u d e n t  I n v e s t o r  A c t  b i l l  a r e  
a p p r o p r i a t e .  I  am d e l ig h t e d  t h a t  A la s k a  a p p e a rs  t o  b e  a b o u t  t o  
e n a c t  t h e  U n ifo r m  P r u d e n t  I n v e s t o r  A c t .

H ope y o u  a r e  f i n e .  We a r e .

C h e e r s ,
f \  .

Reply Address: University o f Georgia 
School o f Law 
Athens, GA 30602-6012

A r t h u r  H . P e t e r s o n ,  E sq . 
D i l l o n  & F i n d l e y  
T h e  E b n e r  B ld g .
3 50  N o r t h  F r a n k l i n  S t .

National Conftrtnce o f Commissioners on Uniform State Laws 
676 North St. C la ir Street, Suite 1700, Chicago, Illinois 60611, 312/915-0915, Fax 312/915-0187
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D i l l o n  &  F i n d l e y
ANCHORAGE Rjj R. Brown 

M *jn Long Kmcn D. FVnmm 
EioIuaJ 

M. Bento Raymond

JUNEAU 
D e m iiC  Bulcy 
Caroline Crenni
Paul L  Dillon 
Thoonaa W. Fuidky 
Devon P. Grova 
Richard D. Monirrun 
A jd iu i H. Poenon 
Peter K. Puruer

Ten Heuacher FWm AiUnanev 
Melanie E Micielwn

The Ebner Building 

350 North Franklin Street 

Juneau, Alaska 99801 

Telephone (907) 586-4000 

Facsimile (907) 586-3777

February 2,1998

510 L Sortt, Sukt 603 
Anchorage, Alaska 99501 

Tdcphom (907) 277-5400 
Paoimjlr (907) 277*9096

P r o f e s s o r  R ic h a rd  V . W e llm a n  
U n iv e rs ity  o f  G e o rg ia  
S c h o o l  o f  L a w  
A th e n s ,  G A  3 0 6 0 2

R e :  U n ifo rm  P r u d e n t  In v e s to r  A c t

D e a r  D ick :

Y o u  will fin d  e n c lo s e d  a  c o p y  o f  o u r  H o u s e  Bill 3 2 1 , p r o p o s in g  e n a c t m e n t  o f  th e  
U n ifo rm  P r u d e n t  I n v e s to r  A c t, a n d  m y  J a n u a r y  3 0 , 1 9 9 8  le t te r  to  t h e  s p o n s o r  r e g a r d in g  it. 
T h e  d r a f t e r  in o u r  L e g is la t iv e  A ffa irs  A g e n c y  a d d e d  a  c o u p le  o f  a m e n d m e n t s  to  th e  
U n ifo rm  P r o b a te  C o d e ,  w h ic h  d o  n o t a p p e a r  in th e  official N C C U S L  v e r s io n .  M y  q u ick  
g la n c e  a t  th e m  in d ic a te s  th a t  th e y  a r e  o k a y , a s  m e n tio n e d  in m y  le t te r  to  t h e  s p o n s o r .  

W h a t d o  y o u  th in k ?

A rth u r H . P e t e r s o n  
U nifo rm  L aw  C o m m is s io n e r  

fo r A la s k a

E n c lo s u re

A H P /p h



Law u m c s

JUNEAU 
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Kristen D. Psttencn CmL-Oi 
M. Benin [U/muru

A  Professional C orporation

The Efcner Building
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Juneau, Alaska 99801 

Telephone (907) 586-4000 
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A rc h o rn ^ t .  A l u k i  9 9 ' ! .  
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H onorable N orm an R okeberg , C hair 
H o ia a  Labor & C om m erce C om m ittee 
A laska S ta te  Legislature 
Room  24-A, M/S 3100  
Ju n eau , A laska 99801-1182 H A N D  DELIVERED

Re: H ouse Bill 321, Uniform Prudent Inveetor Act

D ear R epresen ta tive  R okeberg:

I understand  that HB 321, proposing enactm ent of th e  Uniform P ruden t investor Act. is in 
your com m tttse . I support this m easu re , urge you to schedu le it for an  earty hearing, an d  u rg e  a 
“Do P a s s ' recom m endation from your com m ittee.

You wiN find en c lo sed  a copy of my January  3 0 ,1 9 9 8  latter to  the  sponsor, R epresen ta tive  
J c e  Ryan, along with my F ebruary  2. 1998 letter to P rofessor R ichard W ellman, the  na tion 's 
p reem inen t authority on th e  Uniform P ro b ate  C ode (and a  uniform law com m issioner from 
G eorgia). Also a ttached  is P ro fesso r W ellm an's February 10 reply tc m e, exp ressing  his 
ag reem en t with the  m odifications that HB 321 m akes in the  Uniform P robate  C ode, He also  
su pports  our enactm en t of th e  Uniform P ruden t Investor Act.

T hanks for considering th e se  com m ents and the a ttachm ents, and I h o p e  that w e can  get 
this bill en a c ted  this year.

Yours trulv,

Arthur H. P e terso n  
Uniform Law C om m issionar 

for A laska

E nclosures (3)

cc  w /W ekm an conresp.:
R epresentative Joe R yan 
R es t of A laska 's ULC D elegation




