January 24, 1989 LB 97

of explaining the bills that come out of this comittee, so this
ismy first chance totry that. Youcantake a look at LB 97

and see that there are no opponents and just one supporter, an
attorney for Cline-WIllianms, and so |I'mgoing to try to work
through this bill pretty simply, puyt also a little more

conpl etely than perhaps we normally do.  Tounderstand 97 you' ve
got to understand three different |egal concepts. Thefi rst one
is, what is a trust? A trust is a |legal docunent by which a
grantor gives property to the benefit of a beneficiary, but
rather than giving it directly to the beneficiary, they hand it

over to sonebody who can nmanage that property well. Thatperson
is atrustee. The trustee is responsible for adm nistering this
I egal document called a trust, running the property, investing

the property and then usually giving the incone of that corpus
of the trust, as it's called, to the beneficiary for their
benefit. You use it when the beneficiary is young, you use it
when the beneficiary is inexperienced, you yse it when the
beneficiary is not capable of making sound and conplex | egal or

financial decisions. So, this is a bill about trusts. Nowin a
trust they normally say the principal stays in {he trust, the
income is distributed. The trustee is given the charge to
adm ni ster it. But most trust documents don't declare what
principal is and what income is. So to fill in the gap the |aw
has passed the Principal and | ncome Act. The Principal and
| ncome Act is the second concept and that is a | aw that says,
trustees, we will tell you what principal is, we will tell you
what income is. If the trust document doesn't do it, check the
| aw books, we' Il give you a clear idea and administer your

trusts consistent with this statute. W have the Princi pal and
Income Act on our books. LB 97 is an amendment to the Princi pal

and Incone Act. Third concept: This particular change to the
Principal and | ncome Act is occasioned by the necessity for a
new and nore subtle rule because of the differences between a
partnership and a |imited partnership. Sothe third legal
concept we' ve got to talk about s the difference between a
Partnershi p.and a limted partnership. Partnership is a common
orm of business organization \which two parties or more go
t oget her. It is occasioned py an agreenment between those
parties, but it is not necessarily filed. "t is an agreement in

whi ch you share the nanagenent of the operation, you “share the
assets, the profits and the liabilities and you are legally and
totally liable for the operation of the "partnership. The
liabil ity isunlimted. If the partnership's car gets into an

accident andcauses $300,000 of damage and you don't have
i nsurance and your partner was driving,your partner's house,
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