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UNIFORM TRUST CODE COMMITTEE

REVISED COMMENTS ON SUBCHAPTER XI: LRB DRAFT #4340/P1
1. 701.1101 PAGE 3 LINES 10 - 12:

We need to amend the scope of this subchapter since it applies to both trusts‘and estates.
We also request that you consider if the effective date information provided in UTC draft
#2, section 145 on page 118, section 701.1206(2), should be incorporated into subchapter
11. The scope provision could be incorporated in s. 701.1101:

701.1101 Article X1, Section 1101 — Short Title and Scope This subchapter may be cited as
the Wisconsin Uniform Principal and Income Act. This subchapter also applies to

an estate that is administered in this state.

2. 701.1123 PAGES 3 -5 SECTIONS 6 - 7

Delete this language. We are resubmitting revised language for section 701.1123.
/ \// 3. 701.1134 (4) PAGE 5 LINE 16
Change the word “complying” to “applying”.
. 701.1102( ) PAGE 6 LINE 1 SECTION 14

Add a definition for the term “assets”. For example:
“Assets” means the property of a trust or estate.

5. 701.1102(2) PAGE 6 LINE 1 SECTION 14
The definition of “beneficiary” was deleted. Please add this definition back.

6. 701.1102(4) PAGE 6 LINES 11 - 12 |

\/Change the definition of “Income beneficiary” to the original definition:

“Income beneficiary” means a person to whom net income of a trust is or may be
payable.

v 1. 701.1102(9) PAGE 7 LINES 3 - 4:

Use the original definition from section 701.20(k):



Prepared 12/16/2012

“Remainder beneficiary” means a person entitled to receive principal when an income
interest ends.

8. 701.1106(1)(2)3 PAGE 12 LINES 11 - 12

Delete subparagraph 3. It no longer applies with the removal of the definition of sui juris
beneficiary.

4

\/ 9. 701.1106(2) PAGE 12 LINES 22 - 24
Change this section so that it also applies in determining the fixed percentage:

(2) In deciding whether to convert the trust to a unitrust under sub. (1) (d) and in
determining the fixed percentage under sub. (3)(b)1., the trustee shall consider all
relevant factors under s. 701.1104(2)(a) to (i).

M 701.1106(3)(a) PAGE 13 LINES 1 -9

Change the references in this section from “creating instrument” to “trust instrument”.

\/ﬁ 701.1106(3)(c)1. PAGE 13 Following LINE 19

Change the reference in this subparagraph from ° creatmg instrument” to “frust
instrument”.

12. 701.1106(3)(f) PAGE 13 Following LINE 23

Change the reference in this subparagraph from “creating instrument” to “frust
instrument”.

\/ 13. 701.1106(3)(h) PAGE 14 LINE 8

Change the reference in this subparagraph from “creating instrument™ to “trus¢
instrument”.

14. 701.1106(4)(a)1 and 3 PAGE 14 Following LINE 12

Change the reference in these subparagraphs from “creating instrument” to “frust
instrument”.

K/ 15. 701.1107(1) PAGE 15 LINES 4 -5

Change the reference in this subsection from “governing instrument” to “frust
instrument”.
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5\/f6 701.1107(2)(e) PAGE 15 Following LINE 9

Change the reference in this subparagraph from “governing instrument” to “trust
instrument”. :

| ’{7 01.1107(2)(g) PAGE 15 Following LINE 11
s
Change the reference in this subparagraph from “trust document” to “trust instrument”.
: 18,701.1107(2)(h) PAGE 15 LINE 12
\/Jng;the reference in this subparagraph from “governing document” to “trust
instrument”.
19. 701.1108 PAGE 15 LINES 18 - 23

/ ,
Change the language in this section to refer to both trusts and estates:

Unless prohibited by the will or trust, a fiduciary may cause gains from the sale or
exchange of estate or trust property, as determined for federal income tax purposes, to be
taxed for federal income tax purposes as part of a distribution of income that has been
increased by an adjustment from principal to income under s. 701.1104, of a unitrust
distribution, ofa fixed annuity distribution, or of a principal distribution to a beneficiary.

20 701.1110 PAGE 17 LINE 5
C//?/ou confirmed that the introduction to this section has not been deleted.

701.1110 Article X1, Section 1110 — Determination and distribution of net income.
(Intro.) In the case of an estate of a decedent or after an income interest in a trust ends,
the following rules apply.

21. 701.1110(3) PAGE 17 LINE 23
Delete the reference to “of money”:

For purposes of this subsection, the deferred marital property elective share amount
elected by a surviving spouse under s. 861.02(1) is a bequest of a pecuniary amount not
determined by a pecuniary formula related to a transfer tax.

22. 701.1110(4) PAGE 17 LINE 25

Reference all of the preceding subsections:
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(4) A fiduciary shall distribute the net income remaining after distributions required
undgér subs. (1) — (3) in the manner described in s. 701.1111 to all other beneficiaries,
cluding a beneficiary who receives a pecuniary amount determined by a pecuniary
Sformula related to a transfer tax.

23. 701.1119 PAGE 22 Following LINE 13

Refer to “section” instead of “subsection”:

To the extent that a trustee accounts for receipts from rental property in accordance with
- this section, the trustee shall allocate ... ...

24. 701.1123 PAGES 23 - 26 SECTIONS 61 — 66

You suggested that we add a new definition for “separate account” and that we revise
subsection (4) because it does not make sense as originally drafted. Our revised language
follows. We also request some drafting instructions from LRB. Subsections (4) and (5)
are intended to be savings provisions to comply with IRS rulings. We want these
subsections to override the other language in this section. Do you suggest any further
revisions to accomplish this?

701.1123 Article XI, Section 1123 — Deferred Compensation, annuities and similar

payments.
Rewrite subsection (1): . ' W
AT

(1) In this section: M\ \\M !X

(a) "Payment" is an amount of money or property received by a trustee that ui

A 1. Part of a series, or eligible to be part of a series, of distributions
\N\\{;UQ@J‘“W M payable over a fixed number of years or during the life of one or more individuals
J o ' ., ,
{ because of services rendered or property transferred to the payer in exchange for

the future distributions.

L— 2. Distributed from a plan, regardless of the reason for the distribution. .

(b) “Plan” is a contractual, custodial, tru&t&or other arrangement that provides for
distributions to the trust and includes a private or commercial annuily, an

individual retirement account, a Roth individual retirement account, a qualified

4
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retirement plan such as a pension, profit-sharing, stock-bonus, or stock-

ownership plan, or any nonqualified deferred compensation plan.

(c) “Separate account” means an account established or maintained by a plan
under which income, gains and losses, whether or not realized, from assets

allocated to the account, are credited to or charged against the account without

e

regard to other income, gains or losses of the plan /A separate account is R

K retirement accounts and is not typically established in defined benefit pension

 plans and private or commercial annuities.

Keep subsection (2) as drafted:

(2) To the extent that a payment is characterized as interest, a dividend, or a payment
made in lieu of interest or a dzvzdend a trustee shall allocate the payment fo
"\ ‘LY\WN income. The trustee shall allocate to prmczpal z‘he balance of the payment and any

other payment received in the same accountmg period that is not characterized as

T . ﬂ{ YA

interest, a dividend, or@zvalent paymeg/ 6o ;?@«A,;é%uam, LN poagealo. (A

oo gu ()

(3) (@) In this subsectior/g[’plan income" means any of the following:

P

Revise subsection (3) as follows:

1. With respect to payments received from a plan that maintains separate
accounts for its participants or account holders, either the amount of the
separate account held for the benefit of the trust that, if the separate account
were a trust, would be allocated to income for that accounting period, or 4
percent of the value of the separate account determined on the first day of the

\&wh” - accounfi_ng period. ﬁ he trustee shall choose.the method of determining plan

income under this subdivision, and may change the method of determining plan

income under this subdivision for any subsequent accounting period.

2. With respect to payments received from a plan that does not maintain separate

accounts for its participants or account holders, 4 percent of the total present
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value of the trust's interest in the plan as of the first day of the accounting
period, based on reasonable actuarial assumptions as determined by the

frustee.

(b) For each accounting period of a trust in which the trust receives a payment but no

part of any payment is allocated to income under sub. (2), the trustee shall
allocate to income that portion of the aggregate value of all payments received by
the trustee in that accounting period that is equal to the amount of plan income
that is attributable to the trust';v interest in the plan from which payment is
received for that accounting period. The trustee shall allocate the balance of any

payments to principal.

Revise new subsection (4) as follows: \ . )

(4)

2 Nwst- Gub (%)

With respect to a trust where an election to qualify for a marital deduction under
Section 2056(b)(7) or Section 2523(f) of the Internal Revenue Code has been made,
or a trust that qualified for the marital deduction under either Section 2056(b)(5) or
Section 2523 (e) of the Internal Revenue Code, a trustee shall determine the plan
income for the accounting peribd as if the plan were a trust subject fo this

subchapter If the trustee cannot determine the plan income, the plan income @D/a

@ 4/ of the total present value of the trust’s income in the plan determined as of

. the f rst day of the accounting period, based on reasonable actuarial assumptions

as determmed by the trustee,, Upon the request of the surviving spouse of the

e /

Sez‘l‘lor l‘he trustee shall demand that the person administering the plan distribute
the plan income o0 the trust. mT he trustee shall allocate a payment from the plan to
income to the extent of the };Jlan income and distribute that amount to the surviving
spouse. The trustee shall allocate the balance of the payment to prmczpal. Upon
the request of the surviving spouse, the trustee shall allocate principal to income to
the extent the plan income exceeds payments made from the plan to the trust during

the accounting period,

Renumber existing Wisconsin statute section 701.20(18)(d) as subsection (5):
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(5) '\ If to obtain an estate or gift tax marital deduction for an interest in a trust, a trustee
must allocate more of a payment to income than provided for by this section, the

lrustee s:fzd?l}allocaie fo income the additional amount necessary to obtain the

marital déduc:ﬁ(')*
Renumber and revise existing Wisconsin statute section 701.20(18)(e) as subsection (6):
(6) This section does not apply to a payment to which s. 201.1124 applies.

25.701.1131(1)(g) PAGE 30 Following LINE 14

Modify the last three lines of this subsection to reference the defined term
“environmental law”:

111

..... penalties imposed under environmental law and other payments made to comply
with environmental law, statutory or common law claims by 3 parties, and defending
claims based on environmental matters.”

26. 701.1136(1) PAGE 32 LINE 20
Change “creating instrument” to “trust instru;hent 7,
27. 701.1136(2) PAGE 32 Following LINE 21
Change the reference to “trust income” to “income ”.
28. 701.1136(4) PAGE 32 Following LINE 21
Revise this subsection to read:

“(4) DISPOSITION OF ACCUMULATED INCOME. Income not required to be
distributed by the trust instrument, may, in the trustee’s discretion, be held in reserve for
future distribution as income or be added to principal subject to retransfer to income of
the dollar amount originally transferred to principal. At the termination of the income
interest, any undistributed income shall be distributed as principal.”

29. 861.015(2) PAGE 33 LINES5-6

We think the reference could be more specific here and you could refer to s. 701.1115
instead of to subchapter 11 under chapter 701.
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AN ACT ¢t repeal 701.12 (3), 701.20 (title), 701.20 (2) (intro.), 701.20 (2) (b),

701.20 (2) (i), 701.20 (2) (L), (m) and (n), 701.20 (4c) (b) 3. a., b. and c., 701.20
(18) (d), 701.20 (21) (title), 701.20 (29) (c) 2. b., 701.20 (29) (d), 701.20 (31) and
701.24 (1) and (2); to renumber 701.20 (2) (a), 701.20 (2) (c), 701.20 (2) (f),
701.20 (2) (g), 701.20 (2) (j), 701.20 (4c) (b) 1., 701.20 (4¢) (b) 2., 701.20 (4m) (b),
701.20 (4m) (d), 701.20 (29) (a) and 701.20 (29) (b); to renumber and amend
701.20 (2) (d), 701.20 (2) (e), 701.20 (2) (h), 701.20 (2) (k), 701.20 (3), 701.20 (4),
701.20 (4¢) (title), 701.20 (4c) (b) (intro.), 701.20 (4c) (b) 3. (intro.), 701.20 (4c)
(b) 4., 701.20 (4c) (c), 701.20 (4c) (d), 701.20 (4¢) (e), 701.20 (4c) (f), 701.20 (4c)
(g), 701.20 (4g), 701.20 (4j), 701.20 (4k), 701.20 (4m) (title), 701.20 (4m) (a),
701.20 (4m) (am), 701.20 (4m) (c), 701.20 (5), 701.20 (6), 701.20 (7), 701.20 (8),
701.20 (9) (a), 701.20 (10), 701.20 (11), 701.20 (12), 701.20 (13), 701.20 (14),
701.20 (15), 701.20 (16), 701.20 (17), 701.20 (18) (title), 701.20 (18) (a), 701.20
(18) (b), 701.20 (18) (c), 701.20 (18) (e), 701.20 (19), 701.20 (20), 701.20 (21),
701.20 (22), 701.20 (23), 701.20 (24), 701.20 (25), 701.20 (26), 701.20 (27),
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701.20 (28), 701.20 (29) (title), 701.20 (29) (¢) (intro.), 701.20 (29) (c) 1., 701.20 |
(30) and 701.21; to consolidate, renumber and amend 701.20 (29) (c) 2.
(intro.) and a.; to amend 23.0918 (2), 25.70 and 861.015 (2); and fo create
subchapter XI (title) of chapter 701 [precedes 701.1101], 701.1101, 701.1102
(intro.), 701.1123 (1) (a) 3., 701.1123 (4), (5), (6) and (7), 701.1126 (title) and
701.1134 (3) (c) and (d) and (4) of the statutes; relating to: Uniform Principal

and Income Act.

Analysis by the Legislative Reference Bureau

This is a preliminary draft. An analysis will be provided in a subsequent version
of this draft.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: ‘

SEcTION 1. 23.0918 (2) of the statutes is amended to read:

23.0918 (2) Unless the natural resources board determines otherwise in a
speciﬁc case, only the income from the gifts, grants, or bequests in the fund is
available for expenditure. The natural resources board may authorize expenditures
only for preserving, developing, maﬁaging, or maintaining land under the
jurisdiction of the department that is used for any of the purposes specified in s. 23.09
(2) (d). In this subsection, unless otherwise provided in a gift, grant, or bequest,
principal and income are determined as provided under s—7684-20 subch. XI of ch. 701.

SECTION 2. 25.70 of the statutes is amended to read:

25.70 Historical society trust fund. There is established a separate
nonlapsible trust fund designated as the historical society trust fund, consisting of
all endowment principal and income and all cash balances of the historical society.

Unless the board of curators of the historical society determines otherwise in each
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1 case, only the income from the assets in the historical society trust fund is available
2 for expenditure. In this section, unless otherwise provided in the gift, grant, or
3 bequest, principal and income are determined as provided under s—#04-20 subch. XI
4 of ch. 701.
5 SecTION 3. Subchapter XI (title) of chapter 701 [precedes 701.1101] of the
6 statutes is created to read:
7 CHAPTER 701
8 SUBCHAPTER XI
9 UNIFORM PRINCIPAL AND INCOME ACT )
10 SEcTION 4. 701.1101 of the statutes is created to read: A
@ 701.1101 Article XI, Section 1101 -}-/ Sh(::t\ tltle( ThlS subehapter may be
‘ 12 c1ted as the Wlsconsm Uniform Pr1nc1pa1 and Income Act.,
e/‘; N\/ 15 o SECTION 5. 701.1102 (1ntr0) of the staiutes is cre;lted to read:
@(E‘JL\ @ 701.1102 Article XI, Section IIOZ-D.eﬁnitions. (intro.) In this subchapter:
15 ’ECTIN 6. 701.1123 (1) (a) 3. of the statutes is created to read: I \ -
v 16 701 payment from \Xi
17 j
i 18 SECTION 7. 7Q1.1123 (4), (5), (6) and (7) of the statutes are created to read:
E 19 | , subs. (6) and (7) apply but subs. (2) ;

20 and (3) do not apply in determini %2 cation of a payment made from a separate

21 ft?nd to any of the following: ;i
| 22 | (@) A trust to whichan election to~qualify for a marital deduction under section i
g 23 £~£2056 (b) (7) of the'Internal Revenue Code hasbeen made. \
ff 24 X trust that qualifies for the marital deddstion under section 2056 (b) (5) J

of the Internal Revenue Code

U, V' ; R ’Z;f ;( f‘,ﬁi” () ”f;"\?)

£8 Gt

F { o \ 4t
(o 3, 7010 o “) /i’ bt ﬂ\/lf/uv
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) Subsections (4), (6), and (7) do not apply if and to the extent that the series” ™,

arital \

O
Y

2 o fpaym ts would, without the application of sub. (4), qualify for the

3 eduction under section 2056 (b) (7) (C) of the Internal Revenue Code.

+++NQTE: This subsection refers to “the series of payments,” but there/has been no
prior referenie to any series of payments. What is the series of paymenis that is'being

referred to?

Also, is it necessary to say both that “[s]ubsections (4), (6), apd (7) do not apply if
and to the extent th‘g'\" *? What does “to the extent that” mean? Would the meaning be

S et
R S

clearer if the languagg read the paragraphs “do not apply if but gdly to the extent that...”?

4 (6) A trustee shall éiirmine the internal income/of each separate fund for the

H

s

5 accounting period as if the s ia‘ce fund were a tryst subject to this chapter. Upon

6 request of a surviving spou e the trusteg’ shall demand that the person

\\ .
7 administering the separate fund dl\st\r%bute he internal income to the trust. The

8 trustee shall allocate a payment from the 4eparate fund to income to the extent of the

9 \internal income of the separate fund/and distribute that amount to the surviving

3
i

10 ispouse. The trustee shall allocatg the balance.of the payment to principal. Upon

11 request of the surviving spousg/ the trustee shall allocate principal to income to the

12 extent the internal income 6f the separate fund exceeds payments made from the

13 separate fund to the trugt during the accounting period.

=NOTE: Intgrnal income is not defined; should it be?

1
‘g

=+NOTE: Fhe third sentence is confusing, perhaps because “allocate a payment
from the separgte fund ... to the extent of the internal income of the sepgrate fund” is
e words “to income.” Is “to income” necessary?

separated by

«==NATE: What is the “balance of the payment” referenced in the fourth sentence?

As I read yhe preceding sentence, any internal income from a separate fund is distgibuted

.to the sufviving spouse as income. Put another way, how does the trustee determing, “the
balancg of the payment” that is to be allocated to principal?

S
B LR

+»NOTE: In the fifth sentence, the trustee is directed to “allocate principal t
ingéme...” What is the source of the principal in that sentence? The principal of one
specific separate fund? Or, if there is more than one separate fund, the principal in all
eparate funds? Or something else entirely? ‘

(7) If a trustee cannot determine the internal income of a separate fund but can
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et

o

is deewed to equal [insert number at least three percent and pof more than fiv

preceding the beginninp-of the accounting period<” If the trustee can determin
neither the internal income of thesseparate fdnd nor the fund's value, the interna{

income of the fund is deemed to equal theproduct of the interest rate and the prese

value of the expected future payments, as determined under section 7520 of th,
Internal Revenue Code for the month preceding the accownting period for which tHe
computation is made-

==+ \efTE: The determination of the value of the separate fund is clumsy:™X,. percent
of the frind’s value, according to the most recent statement of value preceding the
beginfiing of the accounting period”. Can this phrase be replaced with “percent of*the
fund’s value on the last day of the immediately preceding accounting period...?"

SECTION 8. 701 1126 (t1tle) of the statutes is created to read:

701.1126 (title) Article XI, Section 1126-\-{ T;mber.

SEcTION 9. 701.1134 (3) (c) and (d) and (4) of the statutes are created to read:
701.1134 (3) () Proportionately from principal and income to the extent that

receipts from the entity are allocated to both income and principal.

(d) From principal to the extent that the tax exceeds the total receipts from the
entity. (wjg a ? u LA z)
(4) After’€omplying wit ,61 ) to (3), the trustee shall adjust income or
principal receipts to the extent that the trust’s taxes are reduced because the trust
receives a deduction for payments made to a beneficiary.

SEcTION 10. 701.12 (3) of the statutes is repealed.

SecTION 11. 701.20 (title) of the statutes is repealed.

SEcTION 12. 701.20 (2) (intro.) of the statutes is repealed.

SEcTION 13. 701.20 (2) (a) of the statutes is renumbered 701.1102 (1).

7
¢
percent] of the_fund's value, according to the most reeént statement of Valu§
e

7
&
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%

6
7
8
o)
11

12

| 13
14
15
16
17
18
19
20
21

22

5

f@%mended to read

w\‘e’%ECTION 17. 701 20 (2) (e)\gé the statutes is renumbered 701.1102 ( %fa

- ~f-fy**’”’w701 1102 (4) “Income beneficiary” means a person

KW aescnbed in [5. 7010103 (19) (@l

K:?LM
%TION 14. 701. zosc(Z) (b) of the statutes is m

m.m_.m—vemmv———-mwﬁ -

SEcTION 15. 701.20 (2) (c) of the statutes is renumbered 701.1102 (2).

SecTION 16. 701.20 (2) (d) of the statutes is renumbered 701.1102 (3) and
amended to read:

701.1102 (3) “Income” means money or property that a fiduciary receives as
current return from a principal asset. “Income” includes a portion of receipts from
a sale, exchange, or liquidation of a principal asset, to the extent provided in subs-

(10) ss. 701.1115 to {24) 701.1129.

S
o

— * )

**************

SeEcTION 18. 701.20 (2) (f) of the statutes is renumbered 701.1102 (5).

SecTION 19. 701.20 (2) (g) of the statutes is renumbered 701.1102 (6).

SEcTiON 20. 701.20 (2) (h) of the statutes is renumbered 701.1102 (7) and
amended to read:

701.1102 (7) “Net income” means the total receipts allocated to income during
an accounting period, minus the disbursements made from income during the period,
plus or minus transfers under this-section subch. XI to or from income during the
period.

SEcTION 21. 701.20 (2) (i) of the statutes is repealed.

SEcTION 22. 701.20 (2) (j) of the statutes is renumbered 701.1102 (8).
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J/
Q{‘}\\}ECTION 23. 701 20 (2) (k)\%ff the statutes is renumbered 701.1102 (9

7 ST4.1102 (9) “Reméindér beneﬁmary means a pefséh entitled

orincipal when an income-interest ends described in s. 701.0103 (19) (b).

oTE. This is a cross—reference to a definition for * quattfred-bengficiary” created
o P. 7, llnes 10-11 and 13-16 in LRB-2788/P1. G\

o

SECTION 24. 701.20 (2) (L), (m) and (n) of the statutes are repealed.

SEcTION 25. 701.20 (3) of the statutes is renumbered 701.1103 and amended
to read: -

701.1103 Eiduciary Article XI,‘ Section 1103 = Fiduciary duties; general
principles. (1) In allocating receipts and disbursements to income or principal or
between income and principal, and with respect to any matter within the scope of
subs—(5) ss. 701.1110 to {9) 701.1114, a fiduciary:
| (a) Shall first administer a trust or estate in accordance with the terms of the
trust or the will, even if there is a different provision in this seetien subchapter.

(b) May administer a trust or estate by the exercise of aldiscretionary power
of administration given to the fiduciary by the terms of the trust or the will, even if
the exercise of the power produces a result different from a result required or
permitted by this seetien subchapter.

(c) Shall administer a trust or estate in accordance with this-seetion subchapter
if the terms of the trust or the will do not contain a different provision or do not give
the fiduciary a discretionary power of administration.

(d) Shall add a receipt or charge a disbursement to principal to the extent that
the terms of the trust and this seetion subchapter do not provide a rule for allocating

the receipt or disbursement to principal or income or between principal and income.
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(2) In exercising the power to adjust under sub.{4){a) s. 701.1104 (1) or a

discretionary power of administration regarding a matter within the scope of this
seetion subchapter, whether granted by the ferms of a trust, a will, or this seetion
subchapter, a fiduciary shall administer a trust or estate impartially, based on what
is fair and reasonable to all of the beneficiaries, except to the extent that the terms
of the trust or the will clearly manifest an intention that the fiduciary shall or may
favor one or more of the beneficiaries. A determination in accordance with this
section subchapter is presumed to be fair and reasonable to all of the beneficiaries.

SECTION 26. 701.20 (4) of the statutes is renumbered 701.1104, and 701.1104
(title), (1), (2) (intro.), (3) (h) and (i), (4), (5) and (6) as reﬁumbered, are amended to

read: -
701.1104 (title) Trustee’s Article XI, Section 1104 —=Trustee’s power to

adjust. (1) A trustee may adjust between principal and income to the extent the
trustee considers necessary if the trustee invests and manages trust assets as a
prudent investor, the terms of the trust describe the amount that may or must be
distributed to a beneficiary by referring to the trust's income, and the trustee
determines, after applying the rules in sub.{3)-(a} s. 701.1103 (1), that the trustee
is unable to comply with sub—3)-{b} s. 701.1103 (2).

(2) (intro.) In deciding whether and to what extent to exercise the power
conferred by par—(a) sub. (1), a trustee shall consider all factors relevant to the trust
and its beneficiaries, including the following factors to the extent they are relevant:

(3) (h) If the trust has been converted under sub—{4g) s. 701.1106\{0 a unitrust.

(i) If the trustis an express unitrust, as defined in sub—{4j)-(a) s. 701.1107 (1).

(4) If par—e)}-5-56-sub. (3) (e). (f), or % (g) applies to a trustee and there is more

than one trustee, a cotrustee to whom the provision does not apply may make the
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adjustment unless the terms of the trust do not permit the exercise of the power by
that cotrustee.

(5) A trustee may release the entire power conferred by par—(@)} sub. (1) or may
release only the power to adjust from income to principal or the power to adjust from
principal to income if the trustee is uncertain about whether possessing or exercising
the power will cause a result described in pae—{e}-1- sub. (3) (a) to 6. () or if the trustee
determines that possessing or exercising the power will or may deprive the trust of
a tax benefit or impose a tax burden not described in par—{c) sub. (3). The release may
be permanent or for a specified period, including a period measured by the life of an
individual.

(6) Terms of a trust that limit the power of a trustee to make an adjustment
between principal and income do not affect the application of this subsection unless
it is clear from the terms of the trust that the terms are intended to deny the trustee
the power of adjustment conferred by par—{a) sub. (1).

SECTION 27. 701.20 (4¢) (title) of the statutes is renumbered 701.1105 (title) and
amended to read:

el i I |
701.1105 (title) Neotiece Article XI, Section 1105 —Notice to beneficiaries

of proposed action.
SEcTION 28. 701.20 (4¢) (b) (intro.) of the statutes is renumbered 701.1105 (1)
(intro.) and amended to read:

701.1105 (1) (intro.) A trustee may, but is not required to, obtain approval of

a proposed action under sub.{4)-(a)} s. 701.1104 (1) by providing a written notice that
complies with all of the following:
SEcTION 29. 701.20 (4c) (b) 1. of the statutes is renumbered 701.1105 (1) (a).

SEcTION 30. 701.20 (4c) (b) 2. of the statutes is renumbered 701.1105 (1) (b).



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2011 — 2012 Legislature - 10 - LRB-4340/P1
TKK:jld:jf
SecTION 31

SEcTION 31. 701.20 (4¢) (b) 3. (intro.) of the statutes is renumbered 701.1105

(1) (c) and amended to read:

701.1105 (1) (c) Is given to all suijuris qualified beneficiaries whe-are-any-of
the following:.

SEcTION 32. 701.20 (4c) (b) 3. a., b. and c. of the statutes are repealed.

SecTiOoN 33. 701.20 (4¢) (b) 4. of the statutes is renumbered 701.1105 (1) (d),
and 701.1105 (1) (d) (intro.) and 4., as renumbered, are amended to read:

701.1105 (1) (d) (intro.) States that it is given in accordance with this-subsection

section and discloses the following information:

4. The effective date of the proposed action if no objection is received from any
beneficiary within the time specified in subd. 4—¢- 3.

SECTION 34. 701.20 (4c) (c) of the statutes is renumbered 701.1105 (2) and
amended to read:

701.1105 (2) If a trustee gives notice of a proposed action under this-subseetion
section, the trustee is not required to give notice to a sui-juris qualified beneficiary
who consents to the proposed action in writing at any tlme before or after the
proposed action is taken.

SEcTION 35. 701.20 (4c) (d) of the statutes is renumbered 701.1105 (3) and

- amended to read:

701.1105 (3) A-suijuris qualified beneficiary may object to the proposed action

by giving a written objection to the trustee within the time specified in the notice

under par—{b}4—¢- sub. (1) (d) 3.
SECTION 36. 701.20 (4¢) (e) of the statutes is renumbered 701.1105 (4) and

amended to read:
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1 701.1105 (4) A trustee may decide not to take a proposed action after the

2 trustee receives a written objection to the proposed action or at any other time for any

3 other reason. In that case, the trustee shall give written notice to the suijuris

4 qualified beneficiaries of the decision not to take the proposed action.

5 SEcTION 37. 701.20 (4¢) () of the statutes is renumbered 701.1105 (5) and

6 amended to read:

7 701.1105 (5) If a trustee receives a written objection to a proposed action within

8 the time specified in the notice under par—{b)-4.<. sub. (1) (d) 3., either the trustee

9 or the qualified beneficiary making the written objecﬁon may petition the court to
10 have the proposed action approved, modified, or prohibited. In the court proceeding,
11 the gualified beneficiary objecting to the proposed action has the burden of proving

12 that the proposed action should be modified or prohibited. A qualified beneficiary

13 who did not make the written objection may oppose the proposed action in the court
14 proceeding.

15 SEcTION 38. 701.20 (4¢) (g) of the statutes is renumbered 701.1105 (6) and
16 amended to read: |

701.1105 (6) For purposes of this subseetion section, a proposed action under

sub—{4) s. 701.1104 includes a course of action or a decision not to take action under

"""" 1.1106

9. 701.20 (4g) of the statutes is renumbered 701.1106, .

| (itle), m and 4. and (b) nero) and 1., (2), (3) (@), (), ©

(intro.) and 2., (d) 7., @) 2., (g) (in ; anEI 3rand (h), (4) (@) (intro.) and (b) and (5),
\ as renumbered amended to read: \ /f

23
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1 / 701.1106 (title) Ceonversion Artlcle XI Sectlon 1106 — Conversion to ;‘@;

2 unitrust. (1) (intro.) Subject to par—(d} sub (4), a trust may be converted to a
3 | unitrust in any of the followmg ways %

4 (@) (intro.) By the trustee, at his or her own discretion or at the request of a

5 qualified b’eneffi‘eiary, if all of the following apply:

9 par—{e)-1- sub. (3) (a) and any other initial determ1nat10ns under par—(e)—ll— ub/ (3)

6 o 2. The trustee provides notice in the same manner as provided in sub-—{4e}-{b} ]

7 s. 701.1105 (1) of the trustee’s intention to convert the trust to a unitrust, and the ;
|

8 notice advises how the unitrust will operate, including the fixed percentage under é
g\
;
|

Vi
5

10 (d) that the trustee 1ntends to follow.
11 3. There is at least one sti-juris income beneficiary under—sub—(lle)—(b)—%—ar and
12 " at least one ethepsuijtur—rs remainder beneficiary under—sula—@e)—(b)—!%—b—er—e

13 4. Everysuﬂums guahfled beneficiary consents to the gonversmn to a unitrust
14 ina Wr1t1ng dehvered to the trustee.
15 (b) (intro.) By a court on the petition of the trustee or a gualified beneficiary,

16 | if all of the following apply:

17’; 1. The trustee or qualified benefi(;iary has provided notice under sub.-{4¢) s.
18 4 701.1105 of the intention to request the court to convert the trust to a unitrust, and
19 the notice advises how the un1trust w111 operate including the fixed percentage

20 under par—{e)-1- sub. (3) (a) and any other 1n1t1a1 determinations under par—{e}-4- sub.

21 \ (3) (d) that will be requested

C%O 1 XGCO (2) In de01d1ng whether to convert the trust to a urntrust under
A

23 (1) (a!, the trustee shall consider all relevant factors under sub—4)}-{b}1-—+t0-9: s.
S
24 (701.1104 (2) (a) to (i).

_ %
and tn Cﬁ"»‘””“‘ S f\w@t pwww'* ¢ Lindea %wb@)(@lil
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1 (3) (@) If atrust is converted to a unitrust under this subseetion section by the

2 trustee or a court, notwithstanding sub—{3){a)-1. s. 701.1103 (1) (a) and 4~ (d) and

3 s. 70121 701.1136 (4) the trustee shall make distributions in accordance with the

: V. tvust \/ w3
4 ereating | instrument, except that any reference in the ereating \instrument to

5 “income” means a fixed percentage of the net fair market value of the unitrust’s
6 assets, whether such assets otherwise would be considered income or principal under
7 this seetien subchapter, averaged over a preceding period determined by the trustee,
8 which is at least 3 years but not more than 5 years, or the period since the original
9 trust was created, whichever is less.

10 (b) 1. Subject to subd. 2. b, if the trust is converted to a unitrust under par—a}

11 1 sub. (1) !a!\,/the trustee shall determine the fixed percentage to be applied under
12 subd.1. par. (a), and the notice under par—{a)-1-b- sub. (1) (a) 2. must state the fixed
13 percentage. If the trust is converted to a unitrust under par—(a)-2- sub. (1) (b), the
14 court shall determine the fixed percentage to be applied under subd—1- par. (a).
15 2. Any fixed percentage under subd-—1- par. (a) that is determined by a trustee
may not be less than 3 percent nor more than 5 percent.

(©

the notice requirement under sub-—{4¢) s. 701.1105 and with the consent of every sud

@) After a trust is converted to a unitrust, the trustee may, subject to

juris qualified beneficiary, do any of the following:

2. Change the fixed percentage under subd-1 par. (a), subject to subd—2—b- par.
(b) 2.

(d) 7. The averaging under subd—1. par. (a) to a different preceding period,
which is at least 3 years but not more than 5 years.

q}( C:\@ 2. Ordinary income for federal income tax purposes that is not net income

under subd. 6-—a- 1.
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(g) (intro.) A court may, on the petition of the trustee or a qualified beneficiary,
do any of the following:

1. Change the fixed percentage that was determined under subd—2- par. (b) by
the trustee or by a prior court order.

3. Average the valuation of the unitrust’s assets over a period other than that
specified in subd—1- par. (a).

(h) Conversion to a unitrus;c JSnder this subsection section does nof affect a
provision in the\/efeati—ng irjscy"ff%:rfﬁént that directs or authorizes the trustee to
distribute principal or that authorizes a beneficiary to withdraw a portion or all of
the principal.

(4) (a) (intro.) A trust may not be converted under this subseetion section to a

unitrust if any of the following applies:

15
16
17
18
19
20
21
22
23
24

25

(b) ﬁtwithstanding subd—1: par. (a), if a trust may not be converted to a
unitrust solely because subd—1.-g: par. (a) 7. applies to a trustee, a cotrustee, if any,
to whom subd—1—g: par. (a) 7. does not apply may convert the trust to a unitrust under
par—(a)-1- sub. (1) (a), unless prohibited by the creating instrument, or a court may
convert the trust to a unitrust under par—{a)-2- sub. (1) (b) on the petition of a trustee
or qualified beneficiary.

(5) A trustee may release the power conferred by par—{a)-+- sub. (1) (a) if the
trustee is uncertain about whether possessing or exercising the power will cause a
result described in par—{d)}1-b- sub. (4) (a) 2. to £ 6. or if the trustee determines that
possessing or exercising the power will or may deprive the trust of a tax benefit or
impose a tax burden not described in par—{d1. sub. (4) (a). The release may be
permanent or for a specified period, including a period measured by the life of an

individual.
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1 SEcCTION 40. 701 20 (43) of the statutes is renumbered 701.1107, and 701.1107

2 (title), ( and“ f) 2 '(and (h), as renumbered, are amended to read:
=
701.1107 (title) Express Article XI. Section 1107 — Express\{mitrusts. (1)

4 In this subsection section\/:‘express unitrust” means any trust that by its governing

5 instrument requires the distribution at least annually of a unitrust amount equal to
6 a fixed percentage of the net fair market value of the trust’s assets, valued at least
7 annually, other than a trust solely for charitable purposes or a charitable
8 split—interest trust under section 664 (d) or 170 (f) (2) (B) of the Internal Revenue
9

Code.

q'[' (f) 2. Ordinary income for federal income tax purposes that is not net income

v
under subd. 6-a- 1. ’\"\‘Y‘“QQ Frust i %Hu et

(h) In the absence of contrary provisions in the ggyemmg—dee&men-?) of an
express umtrust the provisions of sub—{4g)-(e)-14- 5. 701.1106 (3) (a). (d), andic'» (e

14 apply.
15 SEcTION 41. 701.20 (4k) of the statutes is renumbered 701.1108 and amended
16 to read: » -

701.1108 Power Article XI, Section 1108 — Power to treat capltal gains

Pl o TYusT
as part of a distribution. Unless prohibited by th&mnﬂrﬂm%\/a
\@\m{w@w PVQ@DfW”E’”V\
PP&sﬂeeelévay cause gains from the sale or exchange of trustgeiijé—;ae_t&-ﬁﬁned for
’Q estate

federal income tax purposes, to be taxed for federal income tax purposes as part of

21 a distribution of income that has been increased by an adjustment from principal to
22 income under sub—4) s. 701.1104, of a unitrust distribution, of a fixed annuity
23 distribution, or of a principal distribution to a beneficiary.

24 SECTION 42. 701.20 (4m) (title) of the statutes is renumbered 701.1109 (title)

25 and amended to read:
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701.1109 (title) Judicial Article XI, Section 1109 — Judicial review of

discretionary power.

SEcTiON 43. 701.20 (4m) (a) of the statutes is renumbered 701.1109 (1) and
amended to read:

701.1109 (1) Nothing in this seetien subchapter creates a duty to make an
adjustment under sub.-{4) s. 701.1104 or to convert a trust to a unitrust under sub-
{4g) s. 701.1106. Unless it determines that the decision to make an adjustment or
to convert to a unitrust was an abuse of the fiduciary’s discretion, a court may not
grant relief from any decision a fiduciary makes regarding the exercise of a
discretionary power conferred by sub—{4) s. 701.1104 or {4g) 701. 1106{

SECTION 44. 701.20 (4m) (am) of the statutes is renumbered 701.1109 (2) and
amended to read:

701.1109 (2) An action taken under sub.—{4) s. 701.1104 or {4g) 701.1106 is not
an abuse of a fiduciary’s discretion if the fiduciary gave written notice of the proposed
action under sub—4¢} s. 701.1105 and did not receive a timely written objection to
the notice. It is not an abuse of discretion not to exercise the power to adjust under
sub.—{4) s. 701.1104 or to convert under sub-—{4g) s. 701.1106.

SEcCTION 45. 701.20 (4m) (b) of the statutes is renumbered 701.1109 (3).

SEcCTION 46. 701.20 (4m) (c) of the statutes is renumbered 701.1109 (4), and
701.1109 (4) (c), as renumbered, is amended to read: |

701.1109 (4) (¢ To the extent that the court is unable, after applying subds—1-
pars. (a) and 2- (b), to place the beneficiaries, the trust, or both in the positions that
they would have occupied had the discretion not been abused, the court may order
the fiduciary to pay an appropriate amount from its own funds to one or more of the

beneficiaries, the trust, or both.
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SECTION 47. 701.20 (4m) (d) of the statutes is renumbered 701.1109 (5).
SEcTION 48. 701.20 (5) of the statutes is renumbered 701.1110, and 701.1110
(title), (1), (2) (intro.), (3), (4) and (5), as renumbered, are amended to read:

=
701.1110 (title) Determination Article XI, Section 1110-!' Determination

and distribution of net income. (1) A fiduciary of an estate or of a terminating
income interest shall determine the amount of net income and net principal receipts
received from property specifically given to a beneficiary under the rules in subs—{%}
ss. 701.1112 to {36} 701.1135 that apply to trustees and the rules in par—{e} sub. (5).
The fiduciary shall distribute the net income and net principal receipts to the
beneficiary who is to receive the specific property.

(2) (intro.) A fiduciary shall determine the remaining net income of a decedent’s
estate or a terminating income interest under the rules in subs.{7) ss. 701.1112 to
{30) 701.1135 that apply to trustees and by:

(3) A fiduciary shall distribute to a beneficiary, including a trustee, who
receives a pecuniary amount not determined by a pecuniary formula related to a
transfer tax interest at the legal rate set forth in s. 138.04 on any unpaid portion of
the pecuniary amount for the period commencing one year after the decedent’s death
or after the income interest in the trust ends. The interest under this paragraph
subsection shall be distributed from net income determined under par—{b)} sub. (2) or
from principal to the extent that net income is insufficient. For purposes of this
paragraph subsection, the deferred marital property eiective share amount elected
by a surviving spouse under s. 861.02 (1) is a bequest of a specific pecuniary amount

v
ef-meney not determined by a pecuniary formula related to a transfer tax.

(4) A fiduciary shall distribute the net income remaining after distributions
3

required by-par—(e) 3) in the manner described in sub.6) s. 701 1111 to all other
S ;

. ! , v
g ke un o uks. (1) Lo
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SECTION 48
beneficiaries, including a beneficiary who receives a pecuniary amount deterfnined
by a pecuniary formula related to a transfer tax.

(8) A fiduciary may not reduce principal or income receipts from property
described in par—{a) sub. (1) because of a payment described in sub—25) s. 701.1130
or {26) 701.1131 to the extent that the will, the terms of the trust, or applicable law
requires the fiduciary to make the payment from assets other than the property or
to the extent that the fiduciary recovers or expects to recover the payment from a 3rd
party. The net income and principal receipts from the property are determined by
including all of the amounts the fiduciary receives or pays with respect to the
property, whether those amounts accrued or became due before, on, or after the date
of a decedent’s death or an income interest’s terminating event, and by making a
reasonable provision for amounts that the fiduciary believes the estate or
terminating income interest may become obligated to pay after the property is
distributed.

SECTION 49. 701.20 (6) of the statutes is renumbered 701.1111, and 701.1111
(title), (1), (2) (d) and (4), as renumbered, are amended to read:

=M
701.1111 (title) Distribution Article XI, Section 1111+= Distribution to

residuary and remainder beneficiaries. (1) Each beneficiary described in sub-

{5){d) s. 701.1110 (4) is entitled to receive a portion of the net income equal to the

beneficiary’s fractional interest in undistributed principal assets, using values as of
the distribution date. If a fiduciary makes more than one distribution of assets to

beneficiaries to whom this-subsection section applies, each beneficiary, including one

who does not receive part of the distribution, is entitled, as of each distribution date,

to the net income the fiduciary has received after the date of death or terminating
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event or earlier distribution date but has not distributed as of the current
distribution date.

(2) (d) The distribution date for purposes of this subsection section may be the
date as of which the fiduciary calculates the value of the assets if that date is
reasonably near the date on which assets are actually distributed.

(4) A trustee may apply the rules in this subsection section, to the extent that

the trustee considers it appropriate, to net gain or loss realized after the date of death .

or terminating event or earlier distribution date from the disposition of a principal

asset if this subsection section applfes to the income from the asset.

SEcTION 50. 701.20 (7) of the statutes is renumbered 701.1112, and 701.1112

(title) and (3), as renumbered, are amended to read: “a\

701.1112 (title) When Article XI, Section 1112 ~When right to income
begins and ends.

(3) . An asset becomes subject to a successive income interest on the day after
the preceding income interest ends, as determined under par—(d) sub. (4), even if
there is an intervening period of administration to wind up fhe preceding iﬁcome
interest. _

SEcTION 51. 701.20 (8) of the statutes is renumbered 761.1113, and 701.1113
(title), (1) and (3), as renumbered, are amended to read:

701.1113 (title) Apportionment Article XI, Section 1113 =

Apportionment of receipts and disbursements when decedent dies or
income interest begins. (1) A trustee shall allocate to principal an income receipt
or disbursement other than one to which sub—(5)-{a} s. 701.1110 (1) applies if its due
date occurs before a decedent dies in the case of an estate or before an income interest

begins in the case of a trust or successive income interest.
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(3) Anitem of income or an obligation is due on the date the payer is required

to make a payment. If a payment date is not stated, there is no due date for the

- purposes of this section. Distributions to shareholders or other owners from an

entity, as defined in sub.{10) s. 701.1115, are due on the date fixed by the entity for
determining who is entitled to receive the distribution or, if no date is fixed, on the
declaration date for the distribution. A due date is periodic for receipts or
disbursements that must be paid at regular intervals under a lease or an obligation
to pay interest or if an entity customarily makes distributions at regulér iﬁtervals.

SEcCTION 52. 701.20 (9) (a) of the statutes is renumbered 701.1114, and 701.1114
(title) and (1), as renumbered, are amended to read:

701.1114 (title) Apportionment Article XI. Section 1114 —

Apportionment when income interest ends. (1) In this subseection section,
“undistributed income” means net incomé received before the date on which an
income interest ends. “Undistributed income” does not include an item of income or
expense that is due or accrued or net income that has been added or is required to
be added to principal under the terms of the trust.

SEcTION 53. 701.20 (10) of the statutes is renumbered 701.1115, and 701.1115
(1), (2) and (5), as renumbered, is amended to read:

=%
701.1115 (title) Character Article XI, Section 1115 = Character of

receipts. (1) In thissubsection section, “entity” means a corporation, partnership,
limited liability company, regulated investment company, real estate investment
trust, common trust fund, or any other organization in which a trustee has an
interest other than a trust or estate to which sub—(11) s. 701.1116 applies, a business

or activity to which sub—12) s. 701.1117 applies, or an asset—backed security to which
sub.{24) s. 701.1129 applies. -

g
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(2) Except as otherwise provided in this subseetion section, a trustee shall

allocate to income money received from an entity.

(5) Money is not received in partial liquidation, nor may it be taken into account
under par-{d)2- sub. (4) (b), to the extent that it does not exceed the amount of income
tax that a trustee or beneficiary must pay on taxable income of the entity that
distributes the money.

SecTION 54. 701.20 (11) of the statutes is renumbered 701.1116 and amended
to read:

=)
701.1116 Distribution Article XI, Section 1116 =Distribution from trust

or estate. A trustee shall allocate to income an amount received as a distribution
of income from a trust or an estate in which the trust has an interest other than a
purchased interest, and shall allocate to principal an amount received as a
distribution of principal from such a trust or estate. If a trustee purchaseé an interest
in a trust that is an investment entity, or a decedent or donor transfers an interest
in such a trust to a trustee, sub: {10} s. 701.1115 or {24) 701.1129 applies to a receipt
from the trust.

SECTION 55. 701.20 (12) of the statutes is renumbered 701.1117 and 701.1117

(title) and (3) (g), as renumbered, are amended to read: =M

701.1117 (title) Business Article XI, Section 1117~ Business and other
activities conducted by trustee. M

(3) (g) Activities to which sub—23} s. 701.1128 applies.

SECTION 56. 701.20 (13) of the statutes is renumbered 701.1118, and 701.1118
(title), (1), (2), (3) and (6), as renumbered, are amended to read:

=€y
701.1118 (title) Prineipal Article XI, Section 1118 —Principal receipts.

(1) To the extent not allocated to income under this seetien subchapter, assets
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SEcTION 56

received from a transferor during the transferor’s lifetime, a decedent’s estate, a

trust with a terminating income interest, or a payer under a contract naming the
trust or its trustee as beneficiary.

(2) Money or other property received from the sale, exchange, liquidation, or

change in form of a principal asset, including realized profit, subject to subs{10) ss.

701.1115 to {24) 701.1129.

(3) Amounts recovered from 3rd parties to reimburse the trust because of

disbursements described in sub—(26){a)-7-s. 701.1131 (1) (g) or for other reasons to

the extent not based on the loss of income.

(6) Other receipts as provided in subs—17) ss. 701.1122 to {24) 701.1129.

SECTION 577 701.20 (14) of the statutes is renumbered 701.1119, and 701.1119
(title), as renumbered, is amended to read:

701.1119 (title) Rental Article XI, Section 1119 - Rental property.

SEcTION 58. 701.20 (15) of the statutes is renumbered 701.1120, and 701.1120
(title) and (3), as renumbered, are amended to read: - N\

701.1120 (title) Obligation Article XI, Section 1120—Obligation to pay

money.
(3) This subsection section does not apply to an obligation to which sub-{18);
{9)(20)(21)(23) s. 701.1123. 701.1124, 701.1125. 701.1126. 701.1128, or {24)

701.1129 applies.
SECTION 59. 701.20 (16) of the statutes is renumbered 701.1121 and amended
to read: -

-

701.1121 Insurance Article XI, Section 1121— Insurance policies and

similar contracts. (1) Except as provided inpar—b)} sub. (2), a trustee shall allocate

- to principal the proceeds of a life insurance policy or other contract in which the trust
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SECTION 59

or its trustee is named as beneficiary, including a contract that insures the trust or
its trustee against loss for damage to, destruction of, or loss of title to, a trust asset.
The trustee shall allocate dividends on an insurance policy to income if the premiums
on the policy are paid from income, and to principal if the premiums are paid from
principal.

(2) A trustee shall allocate to income proceeds of a contract that insures the
trustee against loss of occupancy or other use by an income beneficiary, loss of
income, or, subject to sub—{12)} s. 701.1117, loss of profits from a business.

(3) This subsection section does not apply to a contract to which sub—18) s.
701.1123 applies.

SEcTION 60. 701.20 (i7) of the statutes is renumbered 701.1122, and 701.1122
(intro.), as renumbered, are amended to read: - m

701.1122 Insubstantial Article XI. Section 1122 — Insubstantial

allocations not required. (intro.) If a trustee determines that an allocation

between principal and income required by sub.—{15){b)—(18),—(19);{(20),(21) s.
701.1120 (2), 701.1123, 701.1124, 701.1125. 701.1126, or {24) 701.1129 is

insubstantial, the trustee may allocate the entire amount to principal unless one of

the circumstances described in sub-—{4){e)} s. 701.1104 (3) applies to the allocation.

This power may be exercised by a cotrustee in the circumstances described in sub-

{4)d) s. 701.1104 (4) and may be released for the reasons and in the manner

described in sub—4){e) s. 701.1104 (5). An allocation is presumed to be insubstantial

if:
SecTION 61. 701.20 (18) (title) of the statutes is renumbered 701.1123 (title)

and amended to read:
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@ 701.1123 (title)  Deferred Article XI, Section 1123 = Deferred

2011 - 2012 Legislature

\/ com ensatlon, annultles, and similar payments

R

SECTION 62. 701.20 (18) (a) of the statutes is renumbered 701.1123 (1) (intro.) "x\
and amended to read: - K
5 701.1123 (1) (intro.) In this subsection;—payment” section:
6 (a) “Payment” means -a all of the following:
7 1. A payment that a trustee may receive over a fixed number of years or during
8 the life of one or more individuals because of services rendered or property
9 transferred to the payer in exchange for future payments. Fheterm-includes-a

10 2. A payment made in money or property from the payer’s general assets or

11 from a separate fund created by the payer-including.

#x*NOTE: I split the definition for payment into three subdivisions. Please let me
know if I have inadvertently changed the meaning of the definition found at subd. 1. by
separating out that portion of the definition governing “a payment made in money or
property from the payer’s general assets....” created in subd. 2. '

=+NOTE: The remainder of this definition is created at s. 701.1123 (1) (a) 3.

12 (b) “Separate fund” includes a private or commercial annuity, an individual

13 retirement account, and a pension, profit—sharing, stock—bonus, or stock—ownership

14 \plan. T e
15 SEcTION 63. 701.20 (18) (b) of the statutes is renumbered 701.1123 (2) and

16 amended to read:

17 701.1123 (2) To the extent that a payment is characterized as interest os, é

18 dividend, or a payment made in lieu of interest or a dividend, a trustee shall allocate

19 it the payment to income. The trustee shall allocate to principal the balance of the

20 payment and any other payment received in the same accountlng period that is not

.?’\ h‘f%ﬁ% Ewpgﬂ‘f ? Or l
21 characterized as interest, a dividend, or a&equi—valent/{paymeny’ L pr=
.-
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<Y, SECTION 64. 701.20 (18) (0) of the statutes is renumbered 701.1123 (3)(and )
> Yo
2 @ 1123 (3) (a) (intro.) and 1. and (b), as renumbered )arg/amended to read:
3

/ adn d s 0,0, l;ﬁ 3
701.1123 (3) (@) n this-paragraph subsection/ “plan income” means any

4 of the following:

5 1. With respect to payments received from a plan that maintains separate

Q accounts or funds for its participants or account holders\,/ i rtribrertt
; v Srfe )y v

a» cither the amount of the

g . ‘:L’" i ‘f v o WW*""““”’ “““““
C \ p’:af{account er-fuﬂd held for the benefit of the trust that, if the;plamaccounteaaﬁund' ﬁ.\p

OG were a trust, would be allocated to income under-pars—b)Subs. Sy (@ for that
11 accounting period, or 4 percent of the value of the plan account or fund on the first
@ day of the accounting period. The trustee shalk=in-his-or-her-diseretion; \e{loose the
13 method of determining “plan income” under this subd.1—a. subdivision, and may
change the method of determining “plan income” under this subd-—1-—a- subdivision
for any subsequent accounting period.

e
e

(b) For each accounting period of a trust in which the trust receives a payment

v
but no part of any payment is allocated to income under par—b) sub. (2), the trustee

18 shall allocate to income that portion of the aggregate value of all payments received
19 by the trustee in that accounting period that is equal to the amount of plan income
20 that is attributable to the trust's interest in the plan from which payment is received

v
4, o

for that accounting period. The trustee shall allocate the balance of any payments

... to:princjpal. |
I g) (/;)’

f SEcTION 65. 701.20 (18) (d) of the statutes is repealed.

\ »NOTE: Section 701.1123 (4) through (7) are created later in the draft, in
numerical order. v
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. v oo.(6
SECTION 66. 701.20 (18) (e) of the statutes is renumbered 701.1123 ‘ and

amended to read: CD

701.1123 (ﬁ This subsection section does not apply to payments a payment to
which sub—(19) s. 701.1124 applies.
SECTION 67. 701.20 (19) of the statutes is renumbered 701.1124,and 701.1124
>

(title) and (1), as renumbered, are amended to read: = ‘

701.1124 (title) Liquidating Article XI. Section 1124~Liquidating asset.
(1) In this subsection section, “liquidafing asset” means an asset whose value will
diminish or terminate because the asset is expected to produce receipts for a period
of limited duration. The term includes a leasehold, patent, copyright, royalty right,
and right to receive payments during a period of more than one year under an
arrangement that does not provide for the payment of interest on the unpaid balance.
The term does not include a payment subject to sub.{18) s. 701.1123, resources
subject to sub—(20) s. 701.1125, timber subject to sub—{21) s. 701.1126, an activity
subject to sub—(23) s. 701.1128, an asset subject to sub—24) s. 701.1129, or any asset
for which the trustee establishes a reserve for depreciation under sub—Z% s.
701.1132.

SECTION 68. 701.20 (20) of the statutes is renumbered 701.1125, and 701.1125
(title), (1) (intro.) and (d), (3) and (4), as renumbered, are amended to read:

¢
701.1125 (title) Minerals Article XI, Section 1125~ Minerals, water, and

other natural resources. (1) (intro.) To the extent that a trustee accounts for
receipts from an interest in minerals or other natural resources in accordance with

this subsection section, the trustee shall allocate them as follows:
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(d) If an amount is received from a working interest or any other interest not
provided for in subd1--2- par. (a). (b), or 3- (c), 90 percent of the net amount received
must be allocated to principal and the balance to income.

(3) This subseetion section applies whether or not a decedent or donor was

extracting minerals, water, or other natural resources before the interest became
subject to the trust.

(4) If a trust owns an interest in minerals, water, or other natural resources
on May 17, 2005, the trustee may allocate receipts from the interest as provided in

this subseetiont section or in the manner used by the trustee before May 17, 2005.

If the trust acquires an interest in minerals, water, or other natural resources after
May 17, 2005, the trustee shall allocate receipts from the interest as prox}ided in this
subsection section.

SECTION 69. 701.20 (21) (title) of the statutes is repealed.

SEcTION 70. 701.20 (21) of the statutes is renumbered 701.1126, and 701.1126
(1) (intro.), (c) and (d), (2), (3) and (4), as renumbered, are amended to read:

701.1126 (1) (intro.) To the extent that a trustee accounts for receipts from the

sale of timber and related products in accordance with this subseetion section, the

trustee shall allocate the net receipts:

(c) To income or principal or between income and principal if the net receipts
are from the lease of timberland or from a contract to cut timber from land owned by
a trust, by determining the amount of timber removed from the land under the lease
or contract and applying the rules in subds.—1- pars. (a) and 2- (b).

(d) To principal to the extent that advance payments, bonuses, and other

payments are not allocated under subd.1-2- par. (a), (b), or 3- {c).
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(2) In determining net receipts to be allocated under par—{a) sub. (1), a trustee

shall deduct and transfer to principal a reasonable amount for depletion.

(3) This-subseetion section applies whether or not a decedent or transferor was

harvesting timber from the property before it became subject to the trust.

(4) If a trust owns an interest in timberland on May 17, 2005, the trustee may
allocate net receipts from the sale of timber and related products as provided in this
subseetion section or in the manner used by the trustee before May 17, 2005. If the
trust acquires an interest in timberland after May 17, 2005, the trustee shall allocate
net receipts from the sale of timber and related products as provided in this
subseetion section.

SEcTION 71. 701.20 (22) bf the statutes is renumbered 701.1127 and amended
to read: PRk

P

701.1127 Preperty Article X1, Section 11 Z7£ Property not productive

of income. (1) If a marital deduction is allowed for all or part of a trust whose assets
consist substantially of property that does not provide the surviving spouse with
sufficient income from or use of the trust assets, and if the amounts that the trustee
transfers from principal to income under sub-—{4) s. 701.1104 and distributes to the
spouse from principal in accordance with the terms of the trust are insufficient to
provide the spouse with the beneficial enjoyment required to obtain the marital
deduction, the spouse may requiré the trustee to make property productive of

income, convert property within a reasonable time, or exercise the power conferred

by sub—{4){(a) s. 701.1104 (1). The trustee may decide which action or combination

of actions to take.
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SECTION 71

(2) In cases not governed by par—@a) sub. (1), proceeds from the sale or other
disposition of an asset are principal without regard to the amount of income the asset
produces dﬁring any accouhting period.

SEcTION 72. 701.20 (23) of the statutes is renumbered 701.1128, and 701.1128
(title), (1) and (2), as renumbered, are amended to read: =Y

)

701.1128 (title) Derivatives Article XI, Section 1128 =—Derivatives and

options. (1) In this subsection section, “derivative” means a contract or financial
instrument or a combination of contracts and financial instruments that gives a trust
the right or obligation to participate in some or all changes in the price of a tangible
or intangible asset or group of assets, or changes in a rate, an index of prices or rates,
or another market indicator for an asset or a group of assets.

(2) To the extent that a trustee does not account under sub—12) s. 701.1117 for
transactions in derivatives, the trustee shall allocate to principal receipts from and
disbursements made in connection with those transactions.

SEcTION 73. 701.20 (24) of the statutes is renumbered 701.1129§nd 701.1129

(title) and (1), as renumbered, is amended to read: —r

701.1129 (title) Asset—backed Article XI, Section 1129~Asset-backed

securities. (1) In this subsection section, “asset—backed security” means an asset
whose value is based upon the right it gives the owner to receive distributions from
the proceeds of financial assets that provide collateral for the security. The term
includes an asset that gives the owner the right to receive from the collateral
financial assets only the interest or other current return or only the procéeds other
than interest or current return. The term does not include an asset to which sub-—10)

s. 701.1115 or {18) 701.1123 applies.
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SECTION 74. 701.20 (25) of the statutes is renumbered 701.1130, and 701.1130

(intro.), as renumbered, are amended to read: _

701.1130 Bisbursements Article XI, Section 1130 =Disbursements from

income. (intro.) A trustee shall make the following disbursements from income to
the extent that they are not disbursements specified in sub.—(5)(b)-2: s. 701.1110 (2)

(b) or 3- (c):

SECTION 75. 701.20 (26) of the statutes is renumbered 701.1131, and 701.1131
2 2 somd (6)
(title) and (1) (a}/@a) (e}i, as renumbered, are amended to read: =

701.1131 (title) Disbursements Article XI, Section 1131 =—Disbursements
from principal. |

(1) (@ The remaining one-half of the disbursements described in sub—{25)-{a}
s. 701.1130 (1) and {b) (2).

(e) Premiums paid on a policy of insurance not described in sub—{25){(d} s.

TS 14 701.1130 (4) of which the trust is the owner and beneficiary.
g«éﬁ\ﬁx 5 SECTION 76. 701.20 (27) of the statutes is renumbered 701.1132, and 701.1132

(title), (1) and (2) (c), as renumbered, are amended to read: =1

701.1132 (title) Transfers Article XI, Section 1132 — Transfers from

income to principal for depreciation.

(1) In this subsection section, “depreciation” means a reduction in Valﬁe due
to wear, tear, decay, corrosion, or gradual obsolescence of a fixed asset having a useful
life of more than one year.

(2) () Under this-subsection section if the trustee is accounting under sub-—{12)
s. 701.1117 for the business or activity in which the asset is used.

SEcTION 77. 701.20 (28) of the statutes is renumbered 701.1133, and 701.1133

(title), (1), (2) (intro.) and (e) and (3), as renumbered, are amended to read:
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=M
701.1133 (title) Transfers Article XI, Section 1133 — Transfers from

income to reimburse principal. (1) If a trustee makes or expects to make a

principal disbursement described in this-subseetion section, the trustee may transfer

an appropriate amount from income to principal in one or more accounting periods
to reimburse principal or to provide a reserve for future principal disbursements.

(2) (intro.) Principal disbursements to which par—(a) sub. (1) applies include the
following, but only to the efctent that the trustee has not been and doés not expect
to be reimbursed by a 3rd party:

(e) Disbursements described in sub—{26){a)-7%- s. 701.1131 (1) (g).

(3) If the asset whose ownership gives rise to the disbursements becomes
subject to a successive income interest after an income interest ends, a trustee may
continue to transfer amounts from income to principal as provided‘ in par—{a) sub. (1).

SEcTION 78. 701.20 (29) (title) of the statutes is renumbered 701.1134 (title)
and amended to read: //(‘\

701.1134 (title) Income Article XI, Section 1134~Income taxes.

SEcTION 79. 701.20 (29) (a) of the statutes is renumbered 701.1134 (1).

SEcTION 80. 701.20 (29) (b) of the statutes is renumbered 701.1134 (2).

SeEcTION 81. 701.20 (29) (c) (intro.) of the statutes is renumbered 701.1134 (3)
(intro.) and amended to read:

701.1134 (3) (intro.) A tax required to be paid by a trustee on the trust’s share
of an entity’s taxable income must be paid prepertionately as follows: |

SEcTION 82. 701.20 (29) () 1. of the statutes is renumbered 701.1134 (3) (a) and
amended to read:

701.1134 (3) (@) From income to the extent that receipts from the entity are

allocated only to income.
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SecTION 83

p

SecTIiON 83. 701.20 (29) (c) 2. (intro.) and a. of the statutes are consolidated,
renumbered 701.1134 (3) (b) and amended to read:

701.1134 (3) (b) From principal to the extent that:-2—a—Reeeipts receipts from
the entity are allocated only to principal. |

SEcCTION 84. 701.20 (29) (c) 2. b. of the statutes is repealed.

SEcTION 85. 701.20 (29) (d) of the statutes is repealed.

SecTION 86. 701.20 (30) of the statutes is renumbered 701.1135, and 701.1135
(title) and (1) (a), as renumbered, are amended to read: =m

701.1135 (title) Adjustments Article XI, Section 1135+ Adjustments
between principal and income because of taxes.

(1) (@) Elections and decisions, other than those described in par—b} sub. (2),
that the fiduciary makes from time to time regarding tax matters.

SEcTION 87. 701.20 (31) of the statutes is repealed.

SECTION 88. 701.21 of the statutes is renumbered 701.1136, and 701.1136 (title) A

(2D and H '3

é (1) /Gis renumbered, are amended to read: =™

701.1136 (title) Income Article XI, Section 1136—Income payments and

accumulations. (1) DISTRIBUTION OF INCOME. Except as otherwise determined by
v
the trustee or a court under s. 7#01-20{4g) 701.1106 with respect to unitrust
distributions, if a benef1c1ary is entitled to receive income from a trust, but the
-‘("\{ M%

instrument fails to specify how frequently it is to be paid, the trustee shall

distribute at least annually the income to which such beneficiary is entitled.
\

SECTION 89. 701.24 (1) and (2) of the statutes are repealed.
SecTION 90. 861.015 (2) of the statutes is amended to read:
861.015 (2) For purposes of this section, property subject to a directive is valued

by its clear market value on the date of the decedent’s death. Satisfaction of the
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SEcTION 90

nonholding spouse’s marital property interest in the property subject to the directive
shall be based on that value, plus any income from the property subject to the
directive after the death of the decedent and before satisfaction. For purposes of
determining the income from the property subject to a directive, such property shall

e VS A
be treated as a legacy or devise of property other than money Snder : ’é@

@EZ% Tol s no St ke

(END)
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INS 3-14

W
SEcCTION 1. 701.1102 (1g) of the statutes is created to read:

v ;
701.1102 (1g) “Asset” means property, as defined in s. 701.0103\{18).

+#++NOTE: | assumed that the intention of providing a definition for asset was to
make the usage of asset in this subchapter, which is based on a uniform law, consistent
with usage of property in the remainder of the chapter. I did not include the suggested
language because in many places in the subchapter the term assets is modified to indicate
whether that reference is to a trust or unitrust. For example, with the suggested
definition the phrase “trust assets” translates to “trust property of a trust or estatey
Please let me know if this definition is not consistent with your intent.

SECTION 2. 701.1123 (1) of the statutes is created to read:

701.1123 (1) In this section:

(a) “Payment” means an amount of money or property received by a trustee that
is any of the following:‘/

1. Part of a series, or eiigible to be part of a series, of distributions payable over
a fixed number of years\ér during the life of one or more individuals because of
services rendered or property transferred to the payer in exchange for the future
distributions?/

2. Distributed from a plan, regardless of the reason for the distribution.

(b) “Plan”‘/means a contractual, éustodial, trust, or other arrangement that
provides for distributions to a trust and includes a private or commercial annuity, an
individual retirement account, a RothJindividual retirement account, a qualified
retirement plan such as a pension, proﬁt—sharing,\/ stock—bonus, or‘/stock—ownership
plan, or any nonqualified deferred compensation plan;

(c) “Separate account”\ﬁneans an account established or maintained by a plan
under which income, gains, and losses, whether or not realized, from assets allocated

to the account, are credited to or charged against the account without regard to other

v

v

income, gains, or losses of the plan.
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SECTION 3. 701.1123 (4) of the statutes is created to read:

701.1123 (4) (a) For purposes of this subsection, “trustee” ‘r/neans a trustee of
a trust an eléction to qualify for a marital deduction under Section 2056 (b)
(7 or 2523 (f) of the Internal Revenue Code has been mad, or a trust that
qualified for the marital deduction under Bection 2056 (b) (5) or 2523 (e) of
the Internal Revenue Codef/

(b). Notwithstanding sub. (3), a trustee shall determine plan income for an
accounting period as if the plan were a trust subject to this subchaptef'./ ‘If the trustee
cannot determine the plan income, the plan income is 4 percentv(;f the total present
value of the trust’s income in the plan on the ﬁrst‘élay of the accounting period, based
on reasonable actuarial assumptioné as determined by the trustee.

(¢c) Notwithstanding subs. (2) and (3),\/&1 trustee shall allocate a payment from
a plan to income to the extent of the plan income and distribute that amount to the
surviving spouse. Tﬁe trustee shall allocate the balance of the payment to principal.
Upon the request of the surviving spouse, the trustee shall allocate principal to
income to the extent the plan income exceeds payments made from the plan to the
trust during the accountihg period.v'

(d) Upon the request of the surviving spouse of the setflor:/a trustee shall

v
demand that a person administering a plan distribute the plan income to the trust.

END INS 3-14

INS 6-1

¥

v
SECTION 4. 701.20 (2) (b) of the statutes is renumbered 701.1102 (1m) and

Y

amended to read;

*
*
X
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701.1102 (1m) “Beneficiary? Notwithstanding s. 701.0103\{32, “beneficiary”

means a person who has a beneficial interest in a trust or an estate and includes, in
the case of a decedent’s estate, an heir, a legatee, and a devisee and, in'the case of a

trust, an income beneficiary and a remainder beneficiary.

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a, 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INS 6-1

INS. 1119

W Vv
SECTION 5. 701.20 (4g) (title) of the statutes is renumbered 701.1106 (title) and

amended to read:

v
701.1106 (title) Ceonversion Article XI, Section 1106 — Conversion to

unitrust) M@ Lo lS.

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a, 27; 195}?( 393 5. 53; 1991 a. 39; 1993 a. 112, 160; 1997a 188; 1999 a. 85; 2QQ5b a. 10, 216; 2009 a. 180.

SECTION 6. 701.20 (4g) (a) (intro.) of the statutes is renumbered 701.1106 (1)
(intro.) and amended to read: v
701.1106 (1) (intro.) Subject to par{d) sub. (4), a trust may be converted to a

unitrust in any of the following ways:

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 s. 53\&1'& 39; 1993 a. 112, 160; 1997a 188; 1999 a. 85; 2085 a. 10, 216; 2009 a. 180.

SECTION 7. 701.20 (4g) (a) 1. (intro.) of the statutes is renumbered 701.1106 (1)
(a) (intro.) and amended to read:
701.1106 (1) (a) (intro.) By the trustee, at his or her own discretion or at the

v
request of a qualified beneficiary, if all of the following apply:

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a, 27; 1987 a. . 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.

SECTION 8. 701.20 (4g) (a) 1. a."of the statutes is renumbered 701.1106 (1) (a)

v

1. J

v v
SEcTION 9. 701.20 (4g) (a) 1. b. of the statutes is renumbered 701.1106 (1) (a)

!

2. and amended to read:
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701.1106 (1) (a) 2. The trustee provides notice in the same manner as provided

in sub—Me)b) s. 701.1105 (1)\{)f the trustee’s intention to convert the trust to a

unitrust, and the notice advises how the unitrust will operate, including the fixed

percentage under par—{e)-1. sub. (3) gaz‘/and any other initial determinations under
¢

par—{e)4. sub. (3) (d) that the trustee intends to follow.

History: 1971 c. 40; 1977 ¢. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 39%5. 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180,

SECTION 10. 701.20 (4g) (a) 1. c. of the statutes is repealed."

SEcTION 11. 701.20 (4g) (a) 1. d.\éf the statutes is renumbered 701.1106 (1) (a)
3. and amended to read: |

701.1106 (1) (a) 3. Every suijusis gualiﬁed\/beneﬁciary consents to the

conversion to a unitrust in a writing delivered to the trustee.

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. BQ% 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.

SECTION 12. 701.20 (4g) (a) 1. e. of the statutes 1s renumbered 701.1106 (1) (a)
47 |
NS . v
SECTION 13. 701.20 (4g) (a) 2. (intro.) of the statutes is renumbered 701.1106
(1) (b) (intro.) and amended to read:
701.1106 (1) (b) (intro,) By a court on the petition of the trustee or a\/gualiﬁed

beneficiary, if all of the following apply:

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a, 27; 1987 a. 39@(53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.

SECTION 14. 701.20 (4g) (a) 2. a. of the statutes 1s renumbered 701.1106 (1) (b)
1. and amended to read:

701.1106 (1) (b) 1. The trustee or qualified beneficiary has provided notice
under sub.{4e) 5. 70 1.1105\{)f the intention to request the court to convert the trust
to a unitrust, and the notice advises héW the unitrust will operate, including the fixed
percentage under par—{e)-1. sub. (3) {al\énd any other initial determinations under
par—{e)4- sub. (3) (dz\(chat will be requested.

History: 1971 c. 40; 1977 c. 408; 1983 a, 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
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SECTION 15. 701.20 (4g) (a) 2. b.\{)f the statutes is renumbered 701.1106 (1) (b)
2.\/ A
SECTION 16. 701.20 (4g) (b), (¢), (d) \z{nd (e) of the statutes are 'xéenumbereda
701.1106 (2)\,/(3):/(4)%nd (5),\/and 701.1106 (2)\,/(3) (aS,/(b)\,/(C),\/(d) 7.\,/ (S(intro.)@‘g.,
R NI, e -, v |
(g) (intro.), 1. and 3. and (h), (4) (a) (intro.) 1q-a(nd (b)'and (5), as renumbered, are
amended to read:

END INS. 11-19
INS. 13-19

1. Convert the unitrust back to the original trust under the\épea’sing trust

instrument.

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a, 112, 160; 1997 a. 188; 1999 a. 85; 2005 a, 10, 216; 2009 a. 180,
END INS. 13-19

INS. 13-23

v
C?( () (intro.) Unless otherwise provided by the ereating trust instrument, the
unitrust distribution is considered to have been paid from the following sources in

the order of priority:

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INS. 13-23

\WS INS 14-12
€0
1. The ereating trustiinstrument specifically prohibits the conversion.

History: 1971 c. 40; 1977 ¢. 408; 1983 a, 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a, 85; 2005 a. 10, 216; 2009 a. 180.
END INS 14-12 :

INS 159

v J
(2) (e) The governing trust instrument may grant discretion to the trustee to

adopt a consistent practice of treating capital gains as part of the unitrust

Y

e
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distribution, to the extent that the unitrust distribution exceeds the income
determined as if the trust were not a imitrust, or it may specify the ordering of such

classes of income.

History: 1971 ¢, 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a. 112, 160; 1997 a, 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INS 15-9

INS 15-11

v
(g) The trust decament instrument may provide that assets used by the trust
beneficiary, such as a residence or tangible personal property, may be excluded from
the net fair market value for computing the unitrust amount. Such use may be

considered equivalent to the income or unitrust amount.
History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a, 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.

END INS 15-11

INS 22-10

K v
SEcTION 17. 701.20 (14) of the statutes is renumbered 701.1119 and amended

to read:

701.1119 Rental Artlcle XI, Section 1119\{— Rental propert@%e eﬁ:en&%
that a trustee accounts for recelpts from rental property in accordance with th1s
subseetion section, the trustee shall allocate to income an amount recelved as rent
of real or personal property, including an amount received for cancellation or renewal
of a lease. An amount received as a refundable deposit, including a security deposit
or a deposit that is to be applied as rent for future periods, must be added to principal

and held subject to the terms of the lease and is not available for distribution to a
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beneficiary until the trustee’s contractual obligations have been satisfied with

respect to that amount.

History: 1971 c. 40; 1977 ¢. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5, 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INS 22-10

INsS. 24-2

v
SECTION 18. 701.20 (18) (a) of the statutes is repealed.

EnND INS 24-2
INS 25-15

2. With respect to payments received from a plan that does not maintain

separate accounts epmnds\/for its participants or account holders,“{sueh—asdeﬁned

4 percent
of the total present value of the trust’s interest in the plan as of the first day of the
accounting period, based on reasonable actuarial assumptions as determined by the

trustee.

) History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a. 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INS 25-15

INS. 25-22

SECTION 19. 701.20 (18) (d) of the statutes is renumbered\){YOl.HZB (56) and
amended to read:

701.1123 (5) If, to obtain an estate or gift tax marital deduction for an interest
in a trust, a trustee must allocate more of a payment to income than provided for by
this subsection se_d:_i_gr_i{ the trustee shall allocate to income the additional amount

necessary to obtain the marital deduction.

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a, 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a, 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INs. 25-22

INS 30-14

!
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(g) Disbursements related to environmental matters, including reclamation,
assessing environmental conditions, remedying and ‘removing environmental
contamination, monitoring remedial activities and the release of substances,
preventing future releases of substances, collecting amounts from persons liable or
potentially liable for the costs of those activities, penalties imposed under
environmental laws-orregulations la_w\/and other payments made to comply with
those laws-orregulations environmental 1aw\/,s tatutory or common law claims by 3rd
v

parties, and defending claims based on environmental matters.

History: 1971 c. 40; 1977 c. 408; 1983 a. 189; 1985 a. 37; 1987 a. 27; 1987 a. 393 5. 53; 1991 a. 39; 1993 a, 112, 160; 1997 a. 188; 1999 a. 85; 2005 a. 10, 216; 2009 a. 180.
END INS 30-14

INS 32-21

(2) PERMITTED ACCUMULATIONS. No provision directing or authorizing

\/ .
accumulation of trust income shall be is invalid.

History: 2005 a. 10.
(4) DISPOSITION OF ACCUMULATED INCOME. Income not required to be distributed

by the ereating m\/instrument, m—#he—absenee—eﬁa—geveﬂﬁng—pyemen—m—the
iﬁstmmeﬁtq may, in the trustee’s discretion, be held in reserve for future distribution
as income or be added to principal subject to retransfer to income of the dollar amount
originally transferred to principal;—butraia‘./ﬁ the termination of the income interest,

any undistributed income shall be distributed as principal.

History: 2005 a. 10. '
END INs 32-21



