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(907)456-8161 
Senator_Ralph_Seekms@)legis.siate ak.us

Senator Ralph Seekins
District D

Senate Bill 298 Sponsor S tatem ent
“ An Act relating to loans from trust property; relating to a trustee’s povver to appoint the 
principal of a tru s t to another trust; relating to challenges to, claims against, and liabilities 
o f trustees, beneficiaries, and creditors of trusts and of trusts and estates; relating to 
individual retirem ent accounts and plans; relating to certain trusts in divorce and 
dissolutions of m arriage situations.”

Senate Bill 298 revises Titles 13 and 34 pertaining to the administration of trust assets. Updates 
incorporated into Title 13 include the addition of clarifying language relating to: (1) the various 
powers conferred upon the trustee; (2) trustee reporting requirements, and; (3) claims made 
against trust assets.

Updates integrated into Title 34 include language pertaining to: (1) the exemption from transfer 
provisions for certain IRA trust assets; (2) technical corrections made to AS 34 40.110(b), and; 
(3) the handling of trust assets in cases of divorce or dissolution.

Since 1997, the Alaska State Legislature nas consistently worked to update and improve laws 
regarding the use and administration of trusts. As a result, Alaska is considered one of the 
premier trust jurisdictions in the country.

But, it is a very competitive environment. In fact, at least seven other slates -  Delaware, 
Missouri, Nevada, Oklahoma, Rhode Island, South Dakota and Utah -  have enacted legislation 
similar to our own.

The updates proposed in this Bill are in keeping with revisions made to Alaska’s T“ust Laws in 
1997 and 2003. They are intended to preserve Alaska’s leading position within the universe of 
trust products and services offered nationwide.

Our laws encourage Alasxan’s to keep their tmst assets here in the state. Moreover, capital is 
attracted to Alaska from all over the country creating greater job and investment opportunities 
for residents of our state.

Senate Bill 298 clarifies prior trust legislation, makes the administration r r trusts in Alaska more 
efficient and cost effective, and will keop Alaska as the jurisdiction of choice for trust 
administration.
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450
FAX (907) 465-2029
Mail Stop 3101

DIVISION OF LEGAi. AND RESE vRCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATF OF ALASKA State Capitol
Juneau, Alaska 99801-1182

Deliveries to: 129 Fth St., Rm. 329

M E M O R  A N D U M March 30, 2006

SUBJECT: iccticnal summary of HCS CSSB 298( ) relating to trusts and 
estates (Work Order No. 24-LS 1113\K)

TO:

FROM:

Senator Ralph Seekins 
Attn: Brian

‘'Theresa Bannister 
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary 
matter, note that a sectional summary of a bill should not be considered an authoritative 
interpretation of the bill and the bill itself is the best statement of its contents.

Section 1. Amends AS 13.36.109(21) to change that loans from trust property may be 
made to eligible beneficiaries and eligible third-party entities.

Section 2. Amends AS 13.36.157(a) to change the conditions under which a trustee 
may appoint the principal of a trust in favor of a trustee of another trust.

Section 3. Amends AS 13.36.157 to add two subsections. AS 13.36.157(d) provides 
that the governing instrument of a trust that receives principal from another trust may 
provide that the trust assets of the trust that receives the principal are to be held for the 
beneficiaries of the invaded trust on the same terms as the invaded trust. AS 13.36.157(e) 
defines terms for AS 13.36.157.

Section 4. Adds a new section to the probate chapter to coordinate a new provision that 
is added in bill sec. 11 (sec 13.36.368(b)(3)). States that a trustee may take under 
sec. 13.36.368(b)(3) the action a personal representative may take under certain statutes 
in the probate chapter.

Section 5. Amends AS 13.36.100(a) to expand the application of the subsection to 
more than just final reports.

Section 6. Amends AS 13.36.100(b) to change, for the purpose of barring claims 
against trustees, the notice period, the notification requirements, and the clair deadline.

Section 7. Amends AS 13.36.100(c) to change the claim commencement period to six 
months after receipt of a report.
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Section 8. Amends AS 13.36.100 to add a new subsection Indicates what type of 
notice n  a report is considered adequate to notify a beneficiary that there is a time 
limitation for filing a claim against the trustee.

Section 9. Amends AS 13.36.310(a). Adds that, except as provided in the new cross- 
reference, the assets of certain qualifying trusts are not subject to the claim of a creditor 
of the settlor or a creditor of a beneficiary on the grounds that the trust or a transfer to a 
trust avoidr or defeats certain interests.

Section 10. Amends AS 13.36.310(b) to change a cross-reference in ’lie section.

Section 11. Adds a new section that addresses claims against revocable trusts.

Section 12. Amends AS 34.40.110(b) to establish two exemptions (for eligible 
individual retirement account trusts) from the paragraphs that provide exceptions to the 
transfer restriction provision.

Section 13. Amends "eligible individual retirement account trust" for the previous bill 
section.

Section 14. Adds AS 34.40.110(m), a new subsection that provides that if a trust has a 
transfer restriction, the beneficiary's interest in the trust is not considered property subject 
to division (or part of a property division) in the event of the divorce or dissolution of the 
beneficiary's marriage. Limits the application of the section.

Section 15. Repeals the definition of "final report."

Section 16. States that AS 13.36.157(a), (d), and (e) apply to a trust that is created by a 
will or another instrument before, on, or after the effective date of these subsections.

Section 17. Gives two sections of the bill an immediate effective date.

If I n.ay be of further assistance, plea/e; dvise.

TLB:ljw
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T H E  W A L L  S T R B E T  JO U R N A L .

PERSONAL FINANCE
New IRA Protects Against Lawsuits, Bankruptcy
Tho Delaware Thu I Firm s 

Offer Retirement Products 
Shielded by State1* Statutes

By ^ ont &ou  SavefiA*

AOTCf̂ TTI’l  of lâ Bvidui/rrire 
meat nrcourl a'ou to address as 
Increasing concern among doc 
ton, buslnee eisaittve* and ocher pro 
feasionali; ho* to protect your OU It 

you‘r* rued ur hero lo Ok tor bank­
rupted

Unlike Cltnbt lh4 qtlur employer- 
nwyaored rettre- 
ntapt pIan*. IRAs

protected from ered- 
lion under federal 

la*, IniteadJ IRA prgtectloa ll cmrtd 
by itue lews, yiucft siry. lie recent 
yean, a few state*, such as Delaware, 
have Uso ci» nged Uielr trust laws to of­
fer additional protections that may affect 
IRA*.

TWO Wilmington. DeL, trust cumpa- 
rvlts, NstUty Trust Ox. a unit of Na­
tional aty Corp. la CJerelaod. and Capi­
tal Trust Co., now offer souped-up IRA* 
thst are structured to take advantaga of 
the stale's generous asset protection and 
trust laws. These IRAs operate like typi­
cal custodial IRAs, where the money It 
held tn a bank cr Investment arm. but 
kQ offer the protection of a (not. which 

ru have special provtaiuni to ilsrt off 
creditors.

These 'Delaware QUs' are targeted 
at wealthy professional! who bare big 
retirement a counts and are worried 
about professional liability. Nat City 
Trust's president, Jeffrey Getty, says (he 
number of account* has rrown Kfcalnce 
the start of the year, with the.arerage 
account else at more (ban 11 mllllqn. But 
bow effectfyn these IRAs an In keeping 
CTedUqr̂ at twy is still au open question.
Asset Perfect ors

The Belaware IRAs are some of the 
latest offerings of the bodmlne asset-pro­
tection Industry. The growth of the Indus-' 
try Is being drives by Increasing concern -  
among doctors, business exeat tiro and . 
other professionals concerned shout law­
suits and creditors. Flnandal-aervlces 
companies and specialised asKt-profec- 
tlon lawyert have been rolling out sophis­
ticated tnw.\ partnership* and other ve-

Umited Protection
Keeping indta'-ial retirement accounts from c-editors la a growing concern, especially 
among doctors and otner profaaslnnals worried about lawsuits and bankruptcy. IRA 
protection varies depending on where you !v».

■ UnMho eeipttyei spooaored 4011 kls end panalona. IRAs gene stly aren't protect*, i 
front creditors inder redact taw

■ IRA protectfoa dvpead* oa state lam, which varies Most states, such es Delaware, 
here statutes that broadly protect IRAs bom cradltors. while othe. a. such is 
Minnesota, haws more tanked exemptions.

■ Oeleware alee aNnwi IRAa te have 'ipandthrtft* provUtona, wtiicfl are enouv r 
measure tbet migrti keep

<» ' -v^r,.
hides to keep up wjttr ice t 
asset protection. . •

IRAs, however, rone a thorny problem 
In asset-proteedop planning. Although re­
tirement accounts make up a Substantial 
portion of many people's wealth-there 
was nun than a trillioh In BU asqtf at 
the end of last year-the quegli-- L' 
whether aVutton can pierce IRAs j 
an unsettled area of ipfttw. \

*ft's t-rnpvoiutM are>'* fftrri 
MlotoJr. ti'Pttaburgb ussetprntnctlor 
lawyer, t ho lut» had fott: physician‘cli­
ents, ill PwinsytW*. residents, set tip 
Delgwve IRA* In the past year because 
of bejjjlpr fears. . .-

landscape lor IRA indftor 
gteled to ihlft farther,neri 

month when &  U.S. Supreme Qourt 
weighs tnontfre Issue. The case, Rousjy v.
Jacowsy. luvotre* whether finds In IRAs 
are subject to creditors under Chapter 7 
bankruptcy -proceedings. .

IRAs aren't safe from creditors under 
Uie fedenl Employee Retirement Income 
Security Aet which protects tOKkls and 
pension plans. Many auias, such as New 
York, TSxu, Florida and Delaware, offer 
broad protections for tRAi However, 
some sates, such as California and Min 
newts, provide more-limited protection - 
exempting, (or Instance, only what la rea­
sonably necessary to support IRA owners 
and their dependents or limiting the n 
emptlco to a specific dollar amounl.

Some lawyers and Onandal atlvtaen 
are urging clients with creditor ooocerm 
to use the Delawrre IRA. which might 
offer stronger protutloa. Three IRAs op­
erate like other retirement accounts, bul 
the trials are la how they are structured. 
The IRAs are set up as tnots, rather than 
the typical custodial IRAs. The two vehi­
cles are stmlic*. ’’-uti are generally 
more complex and expensive structures to 
set up. Trusts also can offer greater legal 
prouidon igiln&t creditors, as well as

more cstate-pUnnlng options. (ndhrldual 
rettroneal trusts are popular among the 
wealthy and are offered by numerous pri­
vate banks and trust cnraiutnlri.

Ths Delaware IRAa <tand out became 
they use spedal language called I spend­
thrift provision. Tm« spendthrift provi­
sion la meant to Unrit the rtghr of eredt- 
tors tr reach the fundi Intidt the ao- 
nount. Delaware la one of only a few 
states (hot permit these apeadthrll; provi­
sions In trusts, such es IRAs, where toe 
Individual setting up the trust Is also the 
benefldary. Just t handful o( ftnandah 
servicas oompanler. Including NalQty 
and CapUal Trust, offer DU trusts with 
the spendthrift pn niton

The spendthrift diust 'putt extra ob­
stacles before creditor!, so It's not an 
easy snatch and grab,* says Marc 
Slnget »ho has developed many aaset- 
protectloo pians for cUeats as a pariaer 
at Singer Xenos. a Corel Gables. Fla., 
wvallh-management Arm.
The Cost

Fere for Ddewit IRAs vary NatClty 
charges roughly LI* of anoU. which 
Indudes asset management tat' requires 
an account minimum of about 1710.000. 
(The fee Is about half that to Juii an 
administrative trust.) Capital Trust, 
which sells Its service* through financial 
ad risen, charges 0 M on the first tl mil­
lion, with a minimum fee of S1.2S0. A 
typical Merrill Lynch custodial IRA la 
lesa expensive - 0J3* of net assets, wl th 
a ISO minimum annual fee.

Bid how well Delaware DUi hold up 
u asset-protehtton vehicles Is still un­
clear, tinea they haven't ben tested In 
cowt yet There Is still a possibility that 
a court In another asale could ml* that 
the assets to a Delaware IRA are fair 
game to a creditor outside the state. 
That’s because UieV̂ ChnsutuUoii man­
dates that each rials should have ‘full 
faith and credit* In the'legal judnnenU 
made In other state*. So a plaintiff who 
win* a judgment In A California court 
might be able to grab funds In aa IRA 
located In Delaware.' /  J

Moreover, * Delaware IRA, Uke all 
retirement accounts,.ls still vulnerable In 
divorce proceeding, since famlly-court 
Judges have wide diacre tfcf In divvying 
up marital assets. In divorce, ail beta 
are off,' Mr. Singer aareV

And-since IRAs are already well pro­
tected In many states, setting up a Dela­
ware IRA might riot be waih the extra 
hassles or expenses of having an out-of- 
state trustee lor many individuals.

r Ti. y g tr   — —Ate--- • 1 .i
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INorthrim Bank

Customer First Service

March 3, 2006

Honorable Senator Ralph Seekins 
State Capitol, Room 125 
Juneau, AK 99801-1182

Dear Senator Seekins-

I am writing this letter in support of SB 298, which as I understand it will implement 
changes in Alaska trust law that will benefit the trust industry in Alaska. Northrim Bank 
supports the proposed legislation to the degree that it benefits the trust industry in 
particular and the general business climate in the state as that facilitates state commerce, 
adds to the diversity and strength of our economy, and helps to build a stronger customer 
base for our bank.

I appreciate your work on this legislation.

u bxecutive Vice President 
Chief Financial Officer

cc: Dick Thwaites
Chairman, Alaska Trust Company

Member FD!C • Equal Opportunity Lender

3111 C Street • P.O. Box 241489 
Anchorage, Alaska 99624-1489

PHONE: 907/562-0062 
800/4V 8/2265 

FAX: 907/562-1758



F I S C A L  N O T E

2006 LEG ISLATIVE SESSION Bill Version: SB 293
(S) Publish Date: 2/27/06

STATE OF ALASKA Fiscal Nt.'n Number: J ______

Revision Drte/Time (Note if correction):___________________ Dept. Affected;_________ Commerce
Title Trusts: Challenges; Claims:_Liabilites_______________RDO Banking & Securities (536)
 Component Banking & Securities
Sponsor Seekins____________________________________________________________________________________
Requester Labor & Commerce   Component No. 2808

Expenditures/Ravenues (Thousands of Dollars)_____________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 1 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | | I 1 T
CHANGE IN REVENUES ( ) I I I I I
FUND SOURCE__________
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type-Do not abbreviate)

TOTAL

Estim ate of any curren t year (FY2006) cost: 0 0
Mark th is box (X) If fund ing for th is b ill is inc luded in the Governor's FY 2007 budget proposal: 
POSITIONS ________ ______
[Full-time
Part-time
iTemporary
ANALYSIS: (Attach a separate page if necessary)

This legislation makes various changes to AS 13.36 which covers the administration of trusts. Provisions in 
this legislation do not impact the operations of the division.

Prapared by: Mark Davis. Director_____________________________________________ Phone 907.465.2521
Division Banking and Securities______________________________________  Date/Time 2/22/OC 5:07 PM

Approved by: William C. Noll. Commissioner______________________________________ Date 2/22/2006______
Agency Commjrce, Community, and Economic Development_____________
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