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R E : HB 509 (L & C ), "A n A c t  a d o p t in g  t h e  U n if o r m  C u s t o d i a l
T r u s t  A c t . 11

I  w o u ld  v e r y  m uch a p p r e c ia t e  y o u r  s u p p o r t  f o r  HB 509 (L & C ).

HB 509 (L&C) a d o p ts  t h e  U n if o r m  C u s t o d i a l  T r u s t  A c t ,  (U C T A ). 
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

1907) 465-3867 or 465-2450
FAX (907) 465-2029 240 Main Street. Suite 500
Mail Slop 3101 Juneau, Alaska 99801-2101

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

M E M O R A N D U M  February 27, 1992

SUBJECT: Bill adopting the Uniform Custodial Trust Act (HB 509)

TO: Representative Max Gruenberg
Attn: Mark

FROM: Theresa L. Bannister d t>
Legislative Counsel

This is a revised memo to accompany HB 509, the bill that you requested to adopt 
the Uniform Custodial Trust Act in Alaska, and replaces my memo of February 14, 
1992.

The bill tracks the uniform language very closely and only diverges when necessary 
to put the language in our legislative style or to clarify a provision. In addition to 
other very technical changes, the comments that follow indicate some of the 
modifications.

1. In various places, "an", "a", or no word was substituted for "any", where "any" did 
not appear to be meaningful, and "under" was substituted for "pursuant to" when 
referring to statutes.

2. In AS 13.60.010(a), the comma after beneficiary was removed and an "and" 
inserted after "transferor,".

3. In AS 13.60.040, $10,000 was used at your request as per the Virginia statute.

4. In AS 13.60.050(a), "considered" was substituted for "deemed", "married couple" 
was substituted for "husband and wife" and the bracketed language was deleted at 
your request.

5. In AS 13.60.060(d), "so" was removed from in front of "identified" and "identifying" 
and "as required by this subsection" was included in two spots.

6. In AS 13.60.090(b), "by relying" was substituted for "in reliance", and the 
subsection was broken out.



7. In AS 13.60.120(c), the Virginia version was used per your request, and in 
AS 13.60.120(b), the language was adjusted to clarify the paragraph and conform to 
our drafting style.

8 . In AS 13.60.140(a), (a) was broken out into (a) and (b) and a reference to (a) was 
included in (b); this was to make the subsection conform to our drafting style.

9. In AS 13.60.140(d), "previous" was substituted for "predecessor."

10. In AS 13.60.150(a)(1), a comma was added after "matter", and the language was 
slightly rewritten to make it clearer.

11. In AS 13.60.150(c), the language was adjusted to clarify the subsection.

12. In AS 13.60.170(a)(2), "from this date" was substituted for "henceforth."

13. In AS 13.60.170(b), "transferor of the property" was substituted for "owner" (this 
is the Virginia addition you requested).

14. L: AS 13.60.170(c)(2), "set out" was substituted for "prescribed."

If you would like more information on the above, please advise.

TLB:pl
92-139.plm

Representative Max Gruenberg
February 27, 1992
Page 2



U N IF O R M  C U STO D IA L TR U S T ACT
Table o f Jurisdictions Wherein Act Has Been. Adopted

$.<--benef!ciar 
Si'tbe stano

Jurisdiction Laws Effective Date Statutory Citation
Hawaii....................
Idaho ......................
Minnesota.............
Missourr..................

Rhode Island 
Virginia ..................

1989, Act 76
1989, c. 230 
1990/ c. 476 
1986, S.B. No. 
' 651
1988 , c. 623
1990, c. 264

5 -6 -1 989
4 -1 9 -1 9 9 0 “

HRS§§ 554 B - l  to 554B -22 .
I.C. §§ 6 6 -1 3 01  to 66 -1322 .
M.S.A. §§ 529 .01 to 529.19. • .-. •; 
V.A.M.S. §§ 404 .400 to 404.650.
Gen.Laws 1956, §§: 16 -1 5 -1  to 18 -13 -22 . 
Code 1950, 56 55-34 .1  to 55-34-.19.
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Historical Note
The; Uniform Custodial T rust A c t was approved by the 

National Conference oh  Commissioners on U n ifo rm . State
Laws in 1987. Th  t complete test o f  the act; the prefatory 
noter and comments arc set forth in this supplement. -

PREFATORY NOTE
This Uniform- Act provides for the creation of a statutory custodial trust for adults to be 

governed by the- provisions of the Act whenever property is delivered to another "as 
custodial trustee under the (Enacting state) Uniform Custodial Trust Act’’ The provisions 
of this- Act are based on trust analogies- to concepts developed and used in establishing 
custodianships for minors under the Uniform Transfers to Minors Act (UTMA). The 
Custodial Trust Act is designed to provide a statutory standby inter vivos trust for 
individuals who typically are not very affluent or sophisticated, and possibly represented by 
attorneys engaged in general rather than specialized estate practice. The most frequent use 
of this trust would be in response to the commonly occurring need of elderly individuals to 
provide for the future management of assets in the event of incapacity. The statute will 

-also be available for accomplishing distribution of funds by judgment debtors-and-others to- 
incapacitated persons for whom a conservator has not been appointed. Since this Act allows 
any person, competent to transfer property, to create custodial trusts for the benefit of 
themselves or others, with the beneficial interest in custodial trust property in the. benefi­
ciary and not in the custodial trustee, its potential for use is- extensive:'."Although the most 

■ frequent use probably will be by elderly persons, it is also available for a parent to establish, 
a custodial trust'for an adult child who-may be-incapacitated; for adult persons in the • 
military; or those-leaving the country temporarily, to place their property with another for 
management without relinquishing beneficial ownership of their property; or for young 
people who have received property under the Uniform Transfers to Minors Act to continue a 
custodial trust as. adults in..order to obtain the benefit and convenience of management 

.services-performed by the custodial trustee. .
This Act- follows the approach taken by the Uniform Transfers to Minors Act and allows 

any kind of property, real or personal, tangible or intangible; to be made the subject of a 
transfer to a custodial trustee for the benefit of a beneficiary. However, the most typical 
transaction envisioned would involve a person who would transfer intangible property, such 
as securities or bank accounts, to a custodial trustee but ’with retention by the transferor of 
direction over the property. Later, this direction could be relinquished, or it could be lost 
upon incapacity. The objective of the statute is to provide a simple trust that is uncompli­
cated in its creation, administration, and termination. The potential for tax problems is 
minimized by permitting the beneficiary in most instances lo retain control while the 
beneficiary has capacity to manage the assets effectively. The statute contains an asset 
specific transfer, provision that it is believed will be simple to use and will gain the 
acceptance of the securities and financial industry. A simple transfer document, examples 
of which are set forth in the Act, and a receipt from the custodian, also in the Act, would 
provide for identification of beneficiaries or distributees upon death of the beneficiary. 
Protection is extended to third parties dealing with the custodian. Although the Act is 
patterned on tha Uniform Transfers to Minors Act and meshes into the Uniform Probate 
Code, it is appropriate for enactment as well in states which have not adopted either UTMA 
or the UPC>

An adult beneficiary, who is not incapacitated, may: (1) terminate the custodial trust on 
demand (Section 2(e)); (2) receive so much of the income or custodial property as he or she 
may request from time to time (Section 9(a)); and (3) (five the custodial trustee binding 
instructions for investment or management (Section 7(b)). In the absence of direction by the

6

r
t

Means 
custodial 
trustee ( 
distribut 
trustee i 
custodial

TVansc 
parties 1 
acting-in 
beneficia 

' generall; 
the bene, 
the custc 
or- faded

As a e 
are most 
desirable 
created • 
•residence 
custodial

Hawaii. Whi 
o f  the major pr* 
the official tex t: 
substitution, oc 
clearly indicates

4.

5 ."

Sectfc*;
t .  • Definition:
2 .*iJ Custodial ‘
3 . Custodial 

Form  and
dial Tru 

T ransfer tt 
Facility 

, Multiple.- 
Survrvo! 

General E 
-Geheral’ F 

9 : - Use o f  Ct 
10.'! Detennmi 
l l r -  Exemptk* 

.12 .. Liability I

7 :

i ;u-.-
§• t i “ D efi 

As used 
“ (1) “ A



C U S T O D I A L  T R U S T

beneficiary; wha is not incapacitated, the custodial trustee manages the property subject to 
the standard of care that would be observed by a prudent person dealing with the property 
of another and is not limited by other statutory restrictions on investments by fiduciaries. 
(Section 7).

A principal feature o f Ihe Custodial Trust under this Act'is designed to protect the 
beneficiary and his or her dependents against the perils of the beneficiary's possible future 
incapacity without the necessity of a conservatorship. Under Section. 10, the incapacity of 
the beneficiary does not terminate (1) the custodial trust. (2) the designation of a successor 
custodial trustee, (3) any power or authority of the custodial trustee, or (4) the immunities of 
third persons relying on actions of the custodial trustee. The custodial trustee continues to 
manage the property as a discretionary trust under the prudent person standard for the 
benefit of the incapacitated beneficiary. * ' '  ■

Means of monitoring and enforcing the custodial trust include provisions requiring the 
custodial trustee to keep the beneficiary informed, requiring accounting by the custodial 
trustee (Section 15), providing for removal of the custodial trustee (Section 13), and the 
distribution of the assets on termination of the custodial trust (Section 17). The custodial 
trustee is protected in Section 16 by the-statutes of limitation on proceedings against the 
custodial trustee. • , ......

Transactions with the custodial-, trustee should, be executed readily’and quickly by third 
parties because their rights, and protections are determined by the. Act and a third party 
acting in good faith has no need, to determine the custodial trustee's authority to bind the 
beneficiary with respect to property and- investment matters. (Section 11). The Act 
generally limits the claims of third parties to-recourse against the custodial property, with 
the beneficiary insulated against personal liability unless he o r she is personally at fault and 
the custodial trustee is similarly insulated unless the custodial trustee is personally at fault 
or failed to disclose the custodial capacity when entering, into a contract-(Section 12).

As a consequence of the mobility of our population, particularly the mature persons -who 
are most likely to utilize this Act, uniformity of the laws governing custodial trusts is highly 
desirable,- and the1 Act is- designed to avoid'conflict of laws- problems." A' custodial trust 
created under this Act remains subject.to-this Act despite a-subsequent change in the 
residence jf the transferor, the beneficiary, or the custodial, trustee or the removal of .the 
custodial trust property from the state.of original location.. (Section 19)..

General Statutory Notes

Hawaii. While the Hawaii act is a substantial adoption Missouri. While the Missouri act is a substantial adop- 
o f  the major provisions o f the uniform act, it departs from tion o f the major provisions o f the Uniform  Act, it departs
the official test in such manner that the various instances o f from, the official text in such manner that the various
substitution, omission, and additional mutter cannot be insiancn o f substitution, omission, and additional matter
clearly indicated by statutory notes. cannot be clearly indicated by statutory notes.

' UNIFORM CUSTODIAL TRUST ACT
Section Seetio« ;: - : • • • 1 . ■ •
1. Definitions. 13. Declination,. Resignation^ Incapacity,. Death, o r Re-
2. Custodial Trust; General. • ' '* - • . moval of.Custodial-Tntstec,. Designation o f Succes­
3. Custodial Trustee fo r Future Payment or- Transfer. sor Custodial Trustee. .. .
4. Form  and Effect o f Receipt and Acceptance by Custo­ 14. Expenses, Compensation, and Bond o f Custodial

dial Trustee, Jurisdiction. . .  Trustee. ...... . . .
5. Transfer to Custodial Trustee by Fiduciary o r Obligor; 15. Reporting.and Accounting by. Custodial Trustee; De­

Facility o f Payment. termination o f Liability o f  Custodial Trustee.
6 . Multiple Beneficiaries; .. Separate Custodial- Trust*; 16. Limitations o f  Action Against Custodial Trustee.

Survivorship. 17. - Distribution on Tennmatioa; ”  - -
7 . General D u d a  o f Custodial Trustee. ' 18. Methods- and Forms fo r  Creating • Custodial Trusts.
8. General Powerr o f Custodial Trustee. • • 19. Applicable Law.
9. Use o f Custodial Trust Property. 20. Uniform ity o f  Application and Construction.
10. Determination o f Incapacity;-E ffect. 21. Short Title.'.
11. Exemption o f Third P e r***  F rom  .Liability.- 22. Severability...
12. Liability to  Third Penon . 23. Effective Date.

§ 1. Definitions. - • • - : - '•••-
As used in this [Act]:

(1) ‘‘Adult” means an individual who is a t least 18 years of age:
7



(2) “Beneficiary'’ means an individual for whom property has been transferred to or 
held under a declaration of trust by a custodial trustee for the individual’s use and 
benefit under this [Act].

(3) "Conservator” means a person appointed or qualified by a court to manage the 
estate of an individual or a person legally authorized, to. perform substantially the same 
functions.

(4) “Court” means the [______ ] court of this State. • -
(5) "Custodial trust property”  means an interest in property transferred to or-held 

under a declaration of trust by a custodial trustee under this [Act] and the income from 
and proceeds of that interest. . .

(6) "Custodial trustee” means a person designated as trustee of a custodial, trust 
under this [Act] or a substitute or successor to the person designated.

(7) "Guardian” means a person appointed or qualified by a court as a guardian of an 
individual, including a limited guardian, but not a person who is only a guardian ad 
litem. * ■ :

(8) "Incapacitated” ' means lacking the ability to manage property and business 
affairs effectively by reason of mental illness, mental deficiency, physical illness or 
disability, chronic use of drugs; chronic intoxication, confinement,.. detention' by a 
foreign power; disappearance, minority/or other disabling cause. - -

(9) “Legal representative” means a personal representative: or conservator.
(10) “Member of the beneficiary’s family”  means a beneficiary’s spouse, descendant, 

stepchild, parent, stepparent, grandparent, brother, sister, uncle, or aunt, whether of 
the whole or half blood or by adoption. . .

(11) “Person” means an individual, corporation, business trust, estate, trust, partner­
ship, joint venture, association,.or any other legal or commercial entity. . ...

(12)-"Personal representative” means an executor, administrator, or special, adminis­
trator of a decedents estate, a person legally authorized to jierform substantially the 
same functions, or a successor to any of them; : . . .

(13) "State”-means a state, territory, or possession of the United States, the District 
of Columbia, or the Commonwealth of 'Puerto Rico. *

(14) “Transferor” means a person who creates a custodial trust by transfer or 
declaration.

(15) ."Trust company”  means a financial institution, corporation, or other legal entity, 
. authorized to exercise general trust powers. ; '... :-

COMMENT
(1) “Adult” is a person 18 years of age for the 

purpose of custodial trusts. The result of this is
that a person 18 years of. age will be eligible to • 
be a custodial trustee under this Act, although 
he or she may not be eligible under UTMA since 
minor custodknshipa> under' UTMA. m ay run to 
ag e ;21- and- the minor could- in some cases be 
older than the custodian. ■ As-- the Comments 
under Section 1 of UTMA explain, the age of 21 
was retained under that Act because the Inter­
nal Revenue Code.continues to permit a “minori­
ty trust'-.under Section. 2053(c),. to' continue in 
effect until age 21 and because it was believed 
that .most transferors creating trusts 'or custodi­
anships for minors would prefer to retain the 
property under management for- the benefit of 
the young person as long as possible. The dif­
ference has little or no practical consequence and 
serves the purpose of each Act. - •

(3) “Conservator” is defined broadly to permit 
identification of a person functioning as a con­
servator.

(4) “Court" means ______ court Here the
likelihood is that most states would utilize the

f t

S fe e w T .
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same court, e.g., the probate court, that deals 
with, conservators and estates.

(5 and 6) The terms “custodial trust property" 
and "custodial trustee,” are used throughout to 
identify clearly the statutory trust property and 
trustee under this Act. The statutory, trust con­
cept iff used throughout the- Act. - .•

(7) A definition of guardian has been included 
and is based on-the Uniform Probate Code Sec­
tion 5-103(6). . ' _•
- (8) A definition of incapacitated has- been in­

cluded, for the purpose of th is. A ct,. because 
incapacity of the beneficiary converts, the-trust 
from a revocable trust to a discretionary trust 
The definition is.taken.from the Uniform Pro­
bate Code Section 5-401(c) relating to the person 
who is unable to manage’ property." Compare 
Uniform Probate Code Section 5-103(7). Note 
that Section 10(aXii) permits.- a.-transferor to di­
rect that the trust slia.il be administered as one 
for an incapacitated person; 'Section-10-deals 
specifically with the determination of incapacity.

ii|U !'• ‘



The beneficiary’s famiiy is broadly ae-
  'tn identify persons who may have standing

\jT~maY judicial intervention or accounting iSec- 
13 and 15).
The definition of a person is taken from 

;$e-Uni-

)DIAL Ti-i<-ox

(12) Personai represenca-ve is broauiy defir.eu 
and the definition reflects tnat in the Uniform 
Probate Code Section 1-201(30).

Uniform Probate Code Section 1-201(29)...

' ' fe i t r io o i from  O fficia l Text:
bihateaoCB. In subsec. (8 ), substitutes ‘ ‘mental rctarda- 

’ tfcc" for “ menu! deficiency'*.
• ■' Adds definition as fo llow s: M ‘ Holder o f  the beneficiary's 
fow a  o f  attorney’ means a person who is a bolder o f Lhe

Action in Adopting Jurisdictions
beneficiary’s unrevoked power o f attorney if the document 
creating the power o f  attorney grants powers sim ilar o r 
identical to those defined as 'beneficiary transactions' in 
section 523.24, subdivision 7.*’

V irgin ia . In par. (7 ), substitutes "a person" fo r “ an 
individual".

Law Review Commentaries
New Durab le Power Law and Custodial Trust Act 

Amendments. Leo E . EickhofT, Jr. 45 J. o f M o Bar 329 
(1989).

Library References
Am erican D igest System

Nature and essentials of trusts in general, see Trusts «=»1.

Encyc loped ias
Definitions of terms in connection with trusts in general, see CJ.S. Trusts §§ 1 to 7.

§ 2. Custodial Trusty GeneraL
(a) A. person'may create a custodial trust of property by a written transfer of the 

property to another person, evidenced by registration or by other instrument of transfer, 
executed in any lawful manner, naming as beneficiary, an individual who may be the 
transferor, in which the transferee is designated,, in substance, as custodial trustee under 
the [Enacting state] Uniform Custodial Trust Act

(b) A person- may create a custodial trust of property by a written declaration, 
evidenced by registration of the property or by other instrument of declaration executed 
in. any lawful manner, describing the property and naming as beneficiary an individual 
other than tine declarant, in which the declarant as titleholder is designated, in substance, 
as custodial trustee under the [Enacting state] Uniform Custodial Trust Act A registra­
tion or other declaration of trust for the sole benefit of the declarant is not a custodial 
trust under this [Act].'
;.(c). Title-to.custodial trust property is in the custodial trustee and the beneficial interest 

is in the beneficiary. *•'• '
(d) Except, as provided in subsection (e), a., transferor, may not terminate a. custodial 

trust • ••
(e) The: beneficiary, if not incapacitated,'or the conservator of 'an incapacitated benefi­

ciary, may terminate, a custodial.trust, by delivering to the custodial trustee a writing 
signed by the beneficiary or conservator declaring the termination-. If not previously 
terminated, .the custodial: trust terminates on the death of the beneficiary. •

(f) Any person may augment existing custodial trust property by the addition of other 
property pursuant to this [Act].

(g) The transferor may designate, or authorize the designation of, a successor custodial 
trustee in the trust instrument

(h) This [Act] does not displace or- restrict other- means of creating trusts. A trust 
whose, terms do not conform to this [Act] may be enforceable according to its terms under 
other law.

9



COMMENT
Section 2 is the principal provision authorizing 

the creation of a custodial trust and utilizes the 
concept of incorporation by reference when the 
transferee or titleholder of property is designat­
ed as custodial trustee under the Act Section 2 
sets forth the general effect of such a. transfer. 
Section 18 provides. forms which satisfy the re­
quirements of this’section and. identifies custom­
ary methods of transferring assets, to create a 
custodial trust " ' • :

Section 2(a) provides that a trust may be cre­
ated by transfer to another for the benefit of the 
transferor or another. This is expected to be the 
most common way in which a custodial trust 
would be created. However, a custodial trust 
may also be created by declaration of trust by 
the owner of property to hold it for the benefit 
of another as is provided in Section 2(b). A 
declaration in trust by the owner of property for 
the sole benefit of the owner is not contemplated 
by this Act because such an attempt may be 
considered ineffective as a trust due to the total 
identity of the trustee and beneficiary. How­
ever, the doctrine of merger would not preclude 
an effective, transfer under this Act for the 
benefit of the transferor and one or more other 
beneficiaries. See Section 6.

A custodial trust could be created by the exer­
cise of a valid-power.’of attorney or power o f ' 
appointment-given by the owner of property as 
one of the transfers “consistent with law." •

These-alternatives-permit'the major-uses of' 
the custodial trust to be accomplished expedi­
tiously. For example, an older person, wishing 
to-be relieved of -management of'property may 
transfer property-'to-: another-for benefit of the- 
transferor or of the transferor's spouse or child.'. 
The declaration raay.be used to establish a trust 
of. which the owner is trustee to continue 
management of the property for benefit of an­
other, such as a spouse or child. The trust may 
include a provision for distribution of assets 
remaining at the.beneficiary's death.directly to a 
named distributee! .............’
. This Act does-not preclude the creation of 
trusts under' other-existing law/ statutory or- 
nonstatutory, but is designed to facilitate the 
creation of simple trusts incorporating the provi- . 
sions of this'Act: The written transfer or decla­
ration “consistent-with'-law" - requires that the- 
formalities-, of the transfero r particular property"' 
necessary under other law will' be observed, e.g., : 
if land is involved, the requirements of a proper 
deed and recording must be satisfied. ’ ' '

Section 2(c) provides for the retention of the 
beneficial interest in the custodial trust property 
in the beneficiary and, of course, not in the 
custodial trustee. The extensive control and 
benefit in the beneficiary who is not incapacitat­
ed maintains the simplicity of the trust and 
avoids tax complexity. The custodial trustee is 
given the title to the property and authority to 
act with regard to the property only as is autho­
rized by the statute. The custodial trustee’s 
powers are enumerated in Section 8.

Section 2(e) gives the adult beneficiary, who is 
not incapacitated, the power to terminate the ■ 
custodial trust at any time during his or her 
lifetime. This power of termination exists in any 
beneficiary who is not incapacitated whether the 
beneficiary was or was not the transferor. A 
beneficiary may be determined to be incapacitat­
ed or the transferor may designate that tne trust 
is to be administered as a trust for an ir capaci­
tated beneficiary under Section 10, in which 
event the beneficiary does not have the power to 
terminate. However, the designation of incapac­
ity by the transferor can be modified by the 
trustee or the court by reason of changed cir­
cumstances pursuant to Section 10. The Act 
precludes termination by exercise of a durable 
power of attorney if the beneficiary-'is incompe­
tent (Section 7(f)). If the donor prefers not to 
permit'the beneficiary the power to terminate or 
•to designate the beneficiary as incapacitated un­
der Section 10, an individually drafted trust out­
side the scope of this =Act would seem appropri­
ate.

Upon termination of a custodial trust, the cus­
todial trust property must be distributed as pro­
vided in Section 17.

A transfer under this Act is irrevocable except 
to the extent, the beneficiary may terminate i t  
Hence,, a transfer to. a. trustee for benefit of a 
person other than the transferor is not revocable 
by the transferor. If a power of revocation 
were retained by the transferor, that would be a 
trusfcoutside the scope of this Act and enforce­
able under general law pursuant to subsection

•'This Act does not provide fo r protection of the 
custodial trust assets from the claims of credi­
tors of the beneficiary, whether those are gener- 

' al’or governmental creditors..' Other laws of the 
state-remain- unaffected: In this regard; un­
usual problems of handicapped persons and' the 
coordination- of- resources) and - state- or federal 
services call for special provision and planning 
outside the scope-of this-Act’ ~ ‘ ’ -

; Action- in  Adopting Ju risd iction !!
Variation* tram O ffic ia l Text;

Mbneaota... I s .  tubacxx: (eX iXubttitmei..'bolder, o f . the 
beneficiary's pow er-o f attorney”  fo r  "conservator o f as 
incapacitated beneficiary" in the first instance and fo r “ con­
servator”  in the second instance.

10

Virginia. In  snhsec. (a), inserts “ i f  tbc property is o f  a 
type subject to  registration,'-' following “ registration” .

I s .  subaec. (b ), inaerts “ In- addition,”  at. tbc beginning 
thereoC and inserts “ i f  the property is o f a type subject to 
registration," follow ing “ registration o f the property".
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_ ib i» 3  iubsccs. td) and (e ) in one subsection [desienat- 
1 srhich reads: "O . The Oenenciaiy, i f  not mcapacnat- 

j j j r y  unninate a custodial trust by delivering to the 
trustee a writing signed by the beneficiary dcclar- 

jjic icrnunauoa The conservator o f  an incapacitated 
may similarly terminate the custodial trust in

this manner cut on ly i f  granted the power by the a rc - : :  
court that appointed him in a proceeding in wmch tee 
custodial trustee is made a p a rty .. I f  not previously termi­
nated. the custodial trust terminates on the death o f  the 
beneficiary. A transferor may not terminate a custodial 
trust except as provided in this subsection.”

J B T -  L ib ra ry  References
American Digest System

Appointment of new trustee, see Trusts e=169 (1 to 3).
Modification of trust, see Trusts «=58..
Nature of estate in trust, see Trusts «=129.
Necessity and sufficiency of delivery of property, see Trusts «=37V2. 
Recording and registration of instrument creating trust, see Trusts <3=23. 
Revocation and termination of trusts, see Trusts <3=>59(1 to-4), 61(1 to-4). 
Transfer of legal title to property as creating trust, see Trusts e=31. 
Written instruments declaring trusts, see Trusts <3=19 to 23.

-U\t

fife*
•M-■Hi

Encyclopedias

Adding to trust property, see C J.S; Trusts § 87.
Essentials of declaration of trust in general, see CJ.S. Trus.ts §§ 42 to 45.
Recording or registration of instrument creating trust, see CJ.S. Trusts § 41.
Revocation and termination of trusts, see CJ.S. Trusts §§ 88 to 90, 92 to 95.
Right of creator of trust to provide for substitute or successor trustees, see CJ.S. Trusts §§ 212, 

213.
Title of trustee and beneficiary, see CJ.S. Trusts § 175.
Transfer of title or interest- and delivery of- trust property, see CJ.S. Trusts §§ 63, 64.

§ 3. Custodial Trustee for Future Payment or Transfer.
(a) A person having the right to designate the recipient of property payable or 

transferable upon a future event may create a custodial trust upon the occurrence of the 
future event by designating in writing the recipient, followed in substance by: “as
custodial trustee fo r _______(name of beneficiary) under the [Enacting state] Uniform
Custodial Trust Act”

(b) Persons may be designated as substitute or successor custodial trustees to whom 
the property must be paid or transferred in the order named if the first designated 
custodial trustee is unable or unwilling to serve.

(c) A designation- under this section may be made in a will, a trust, a deed, a 
multiple-party account, an insurance policy, an instrument exercising a power of appoint­
ment, or a writing designating a beneficiary of contractual rights. Otherwise, to be 
effective, the designation must be registered with or delivered to the fiduciary, payor, 
issuer, or obligor of the future; right - •

COMMENT
This- section permits a future custodial trustee 

to be designated to receive property for the 
beneficiary of a custodial tru s t to be effective 
upon the occurrence of. a  future event or trans­
fer. To accommodate changes in circumstances 
during the passage of time, one or more succes­
sors or substitute custodial trustees can also-be 
designated. The designation of the future custo­
dial trustee and the beneficiary can be made in 
an instrument which is revocable or irrevocable 
depending upon the nature of the transaction or 
transfer. Any person designated as a future

custodial.trustee may decline to serve before the 
transfer occurs or may resign under Section 13 
after the transfer. ..........

The source of this section is Section- 3 of 
UTMA. .

The enacting state's rule against perpetuities 
■ may- limit'or affect the creation nf a custodial 

trust upon the occurrence of a future-event,.but 
because the use of a custodial trust usually 
contemplates'dispositions for the benefit of liv­
ing persons, perpetuity problems should rarely 
arise.
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Testamentary trusts, see Wills «=>669 to 675.

Trust by deposit of money in bank, see Trusts «=>34(1 to 4).

Trust in Life insurance payable to another, see Trusts «=37.

Trusts taking effect in future, see Trusts «=>14.

Encyclopedias

Certainty as to subject matter of trust, see CJ.S.'§ .45.

Execution of power by appointment in trust, see CJLS. Powers § 15.

Testamentary trusts, see CJ.S. Wills, §§ 1004 to 1016.

Time of vesting, see C  JJ5. Trusts § 29.

Trust of money deposited in financial institution, see CJ.S. Trusts §. 54.

Trust of proceeds of life insurance,, see CJ.S. Trusts § 56. •

§ 4. Form and Effect o f  Receipt and Acceptance by Custodial Trustee, Jurisdiction.
(a) Obligations o f a custodial trustee, including the obligation to follow directions of the 

beneficiary, arise under this [Act] upon the custodial trustee’s acceptance, express or 
implied, of the custodial trust'property.- -.••••

(b) The custodial trustee’s acceptance ■ may be evidenced by a writing stating in 
substance: •

CUSTODIAL TRUSTEE’S RECEIPT AND ACCEPTANCE
I, _______  (name of custodial trustee): acknowledge receipt o f  the custodial' trust

property described: below or in the attached, instrument and accept the custodial trust as
custodial trustee f o r ________ (name of beneficiary) under the [Enacting state] Uniform
Custodial Trust A ct  I undertake to.administer and distribute the custodial trust property 
pursuant to the [Enacting state] "'Uniform Custodial Trust A ct  My obligations as 
custodial, trustee-are-subject to the directions of the beneficiary unless the beneficiary is 
designated -as; is, or becomes incapacitated. The custodial trust property-'consists of

Library References
Am erican  D igest S y s tem

Dated: _

(Signature o f Custodial-. Trustee)
(c) Upon accepting custodial trust property, a person designated as custodial trustee 

under this [Act] is subject to personal jurisdiction of the court with respect to any matter 
relating to the .custodial trust. . . .  . . ; . .

.. ‘ ■*. . .. C O M M E N T .

Although.' a custodial - trust ia created by- a- pressed or implied, but it is recommended, that
transfer that satisfies Section 2 of the Act, the the written, acceptance; provided- for in Section
responsibility and obligations upon the trustee 4(b) be utilized. B y  the acceptance the custodial
do not arise until the trustee has accepted the trustee submits to • the personal jurisdiction of
transfer. This detailed section is included to-call" the courts of the enacting state for the purpose 
the attention of the parties to the effective re- of the custodial trust, despite subsequent reloca-
ceipt and: acceptance by the custodial trustee, tion of the' parties; or of the custodial trust.
Once a custodial trustee accepts the transfer of property/'The principal sources of these.provi*
the custodial trust property, the custodial trust- sions are Sections' 8 and' 9 of UTMA' andb the
ee assumes the obligation of-a custodial- trustee analogous provisions under the Uniform- Probate
under this Act The acceptance can be- ex- Code; Sections 3-602, 5-208," 5-307; T-103!

- -. J  . •'•. L ib ra ry  Ref&ences ;" . -„ .

A m erican  D igest-Syste ra  ‘ ’ / “  ." /
;; Acceptance by trustee,.see Trusts «=>38.\ ... ... ...

Encyc loped ia* • : * ■ '
Acceptance and disclaimer by trustee, see CJB. Trusts § 60.
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§ 5. Transfer to Custodial Trustee by Fiduciary or Lhiijjor: Faciliiy of Payment,
(a) Unless otherwise directed by an instrument designating a custodial trustee pursu­

ant to Section 3, a person, including a fiduciary other than a custodial trustee, who holds 
property of or owes a debt to an incapacitated individual not having a conservator may 
make a transfer to an adult member of the beneficiary's family or to a trust company as 
custodial trustee for the use and benefit of the incapacitated individual. If the value of 
the property or the debt exceeds [$20,000], the transfer is not effective unless authorized 
by the court.

(b) A written acknowledgment of delivery, signed by a custodial trustee, is a sufficient 
receipt and discharge for property transferred to the custodial trustee pursuant to this 
section.

C O M M E N T

This section is in the nature of a facility-of- delivered. It is based primarily on Sections 6 
payment provision that permits persons owing- and 7 of U T M A  and includes the protections of 
money to an incapacitated individual to dis- Section 8 of U T M A  as well. It permits a custodi-
charge a fixed obligation by a payment to a al trust to be established as a substitute for a
custodial trustee under this Act The section conservatorship to receive payments due an inca-
does not authorize the custodial trustee to settle pacitated individual Also, see Section 11, which
claims for disputed amounts but only to acknowl- protects transferors and other third parties deal-
edge an effective receipt of property paid or ing with the custodial trustee.

Action in Adopting Jurisdictions

V«ri*Uo«* from Official Text: Virginia. In subsec. (a), substitutes "SI0,000" for "[S20,-
Mlnaeaota. Omit*, this section. 000]”.

Library References
American Digest System-

Delivery of money or other personal property as creating trust, see Trusts «=33.

Agreements to hold or convey to use of another as trusts, see Trusts «=»35{1).

Encyclopedias

Delivery or possession of personal property, see CJ.S. Trusts § 55.

Creation of trust by agreement of person acquiring title to hold or convey to use of another, see
CJ.S. Trusts § 51. * '

§ 6. Multiple Beneficiaries; Sepai*ate Custodial Trusts;, Survivorship.
(a) Beneficial interests in a custodial trust created for multiple beneficiaries are deemed 

to be separate custodial trusts of equal undivided interests for each beneficiary. Except 
in a transfer-or-declaration for use and benefit of husband, and: wife, for whom 
survivorship is presumed, a right of survivorship does not exist unless the instrument 
creating the custodial trust, specifically provides for. survivorship [or survivorship .is 
required as to community or marital property]  ̂ .'

(b) Custodial trust property held under this [Actlby the same custodial .trustee for the 
use and benefit of .the same beneficiary may be administered as a single custodial trust.

(c): A custodial, trustee: of custodial trust; property held-for more.thair one beneficiary 
shall separately account to each beneficiary pursuant to Sections 7 and 15 for the 
administration of the custodial trust - ••

- * COMMENT . ; • /  ' '~ 7
. This Act,, unlike U T M A ,  does not preclude a beneficiary are separate and the custodial trust-

custodial trust foe more than one beneficiary, ee is:-obligated, under subsection (c) to account
Adult persons creating custodial trusts are likely separately to each beneficiary for administration
to set up custodial trusts in various forms, e.g., of the beneficiary's interest in the custodial
parents may wish to set up a custodial trust for trust.' • • '■ •
their children or for themselves, then for a Subsection (b) allows a custodial trustee who
spouse, etc. However, the interests of each is administering multiple custodial trusts for the

13
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same beneficiary to administer the custodial ed beneficiary, the custodial trustee can aaminis- 
trusts as a single custodial trust. For example, ter them as a single- custodial trust, 
if multiple trusts are created for an incapacitat- . ■ ■ •

Action in Adopting Jurisdictions
Vtriadoo» from O ffic ia l T e x t  In subsec. (b), substitutes "single custodial account" fo r

Rhode Island. In subsec. (1), at end thereof, omits “ single custodiaL tnist1.'. 
bracketed language. Virginia. In subsec. (a ), omits "community o r" .

Library References
A m erican D igest System

Extent of estate or interest of beneficiary of trust, see Trusts <3=>139, 140.

Encyclopedias

Construction of trust for several beneficiaries, see CJ.S1 Trusts § 186.

§ 7. General Duties o f Custodial Trustee.
(a) If appropriate, a custodial trustee shall.register or.record the instrument vesting 

title to custodial trust property. v—.-.. .. .. •
(b) If the beneficiary is not incapacitated, a custodial trustee shall follow the directions 

of the beneficiary in the management, control, investment, or retention of the custodial 
trust property. In the absence of effective contrary direction by the beneficiary while not 
incapacitated, the custodial trustee shall observe the standard of care that would'be 
observed by a prudent person dealing with property of another and is not limited' by any 
other law restricting investments by fiduciaries. However, a custodial trustee, in the 
custodial trustee's discretion, may retain any custodial trust property received from the 
transferor. If a custodial trustee has a special skill or expertise or is named- custodial 
trustee on the-basis of. representation of a special skill or expertise, the custodial trustee 
shall use that skill or expertise.    • ■ •• •

(c) Subject to subsection (b), a custodial trustee shall take control of and collect, hold, 
manage, invest, and reinvest custodial trust property.

(d) A custodial trustee at all. times shall keep custodial trust property of which the 
custodial trustee has control, separate from all' other property in a manner sufficient to 
identify it clearly as custodial trust property of the beneficiary. Custodial trust property, 
the title to which is subject to recordation, is so identified if an appropriate instrument so 
identifying the property is recorded, and-custodial trust propertysubject to registration is 
so identified if .it is. registered, or held in: an account in the name of. the custodial trustee,
designated in substance: “as custodial trustee fo r_______ (name of beneficiary) under the
[Enacting state] Uniform Custodial Trust Act.”  :

(e) A custodial trustee shall keep records of all transactions with respect to custodial 
trust property, including information necessary for.the preparation of tax returns, and 
shall make the records and information availabie~atT:easonable-times; to the beneficiary or 
legal representative, of the beneficiary: '• T T r .u :.------ ------

(f) The exercise of a durable’power of "attorney for an incapacitated beneficiary is not 
effective to-.terminate-or direct the administration .or distribution, of a custodial trust

COMMENT
Subsection (b) restates and confirms the con­

trol by the beneficiary who is not incapacitated. 
However, the trustee has a reasonable obligation 
to act when the- beneficiary has not directed- Him. 
Under Sections 9 and 10; when a  beneficiary 
becomes incapacitated, the custodial trust be­
comes a discretionary trust and the trustee is 
subject to. the control of the statute and not the 
beneficiary's direction. The custodial trustee is 
subject to the usual trustee’s standard as taken

from Section 7-302 of the Uniform Probate 
Code. The statute also imposes a slightly higher 
s.cindard on professional fiduciaries acting under 
the statute. Otherwise, much of this section is 
taken from Section 12 of UTMA: • Whenever 
recordable assets, such as land,' are in the custo­
dial tru st,' the trustee, would be expected ' to 
record title to the asset The section is entitled 
"general duties” because there are additional
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CUSTODIAL TRUST

specific duties identified in other sections such 
as Section 9.

• Action in Adopting Ju risd ictions
Vnriaboau (not OOeM Tkxt Omit* jubaec. ([).

<?. « •  » « » • »  "->■ — ■ < -  
penoc dexfinf with property o f another and is not limitrtl property^ fo r property o f another .
by any other law restricting investments by fiduciaries” , and
omits last sentence.

Library References
Am erican Digest System

Management and disposal of trust property, see Trusts «=171 to 2G9.

Encyclopedia*

• Duties of trustee, generally, see CJ.S. Trusts § 247.
Duties, of trustee as:, to protection and preservation of property, see . CJ.S. Trusts § 270. 
Investments of trust funds by trustee, see CJ.S. Trusts §§ 320 to 337.

§ 8. General Powers o f  Custodial Trustee.
(a) A custodial trustee, acting in a fiduciary capacity, has all the rights and powers over 

custodial trust property which an unmarried adult owner has over individually owned 
property, but a custodial trustee may exercise those rights and powers in a fiduciary 
capacity only.

(b) This section does not relieve a custodial trustee from liability for a violation of 
Section ?.' • • r . •» . t.; -i.

COMMENT
This section is taken from Section 13 of is, to refer to the existing statutes granting

UTMA. It grants the trustee very broad powers powers to a trustee, such as the Uniform Trust-
over the property, subject, however, to the Pru- Powers Act. For example: [(a) A custodial
dent Person Rule and to the obligations set out ^  the-powers of a trustee under the
m the Act. An alternative approach, to subsec- Uniform T ^ te e '*  Powers Act] 
tion (a) that might be taken by an enacting state

Action in Adopting Ju risd ic tion s
Vnittkma from O fficia l Text: the date the custodian acta”  following “ individually owned

Virginia. In aubaec. (a ), insert* “ which shall include bat property1’ ,
not be Kmrti-d to thote powcra set forth in § 64.1-57 aa o f

L ib ra ry  References
A m eric a *  Digest System - -

Authority of trustee in manage- lent of trust property in general, see Trusts <8=171.

Encyclopedias
• Management.of tru s t property, see CJ.S..Trusts §§ 296 to 376.

§ 9. Use o f  Custodial Trust Property.
(a) A custodial trustee shall pay. to the beneficiary or expend for the beneficiary's use

and benefit so much or all of the custodial trust property as the beneficiary while not
incapacitated may direct from time to time. .

(b) If the beneficiary is incapacitated, the custodial trustee shall expend so much or all 
of the custodial trust property as the custodial trustee.considers advisable for the use and 
benefit of the beneficiary 3nd individuals who were supported by the beneficiary when the 
beneficiary became incapacitated, or who are legally- entitled to support by the benefi­
ciary. Expenditures may be made in the manner, when, and to the extent that the

15
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custodial trustee determines suitable and proper, without court order and without regard 
to other support, income, or property of the beneficiary.

(c) A custodial trustee may establish checking, savings, or other similar accounts of 
reasonable amounts under which, either the custodial trustee or the beneficiary may 
withdraw funds fronv or draw checks.against the accounts. Funds withdrawn-from, or 
checks written against the account by the beneficiary are distributions o f custodial trust 
property by the custodial trustee to the beneficiary.

COMMENT
This section provides th a t the custodial trustee 

is obligated to fo llow  the directions o f the benefi­
ciary who is not incapacitated in paying o v e r o r 
expending custodial trust p rope rty . I f  the bene­
fic iary is incapacitated, this section imposes 
duties on the custodial trustee to apply funds fo r  
the beneficiary sim ilar to those imposed on cus­
tod ians-for minors under Section 14 o f  U TM A  
In addition, however, subsection- (b ) authorizes a 
custodial trustee to pay o v e r o r expend custodial 
tru st property fo r  the use and benefit o f  the 
incapacitated beneficiary’s dependents who were 
supported-by the beneficiary a t the tim e the 
beneficiary - became • incapacitated' o r  f o r  whom 
there is: a lega l obligation :to s u p p o rt * • -

The use-and-benefits standard f o r  the expendi­
tu re -o f custodial property is intended, to avoid, 
any implication that the custodial tru s t p roperty 
can be used only fo r  the requ ired  support o f the 
incapacitated beneficiary. '

Subsection (c) a llow s a custodial trustee to 
maintain a bank account, o f  an amount reason­
able under the circumstances, .with the benefi­
ciary whereby both the beneficiary and the cus­
todial trustee may w rite checks on the account 
This may be used as one method o f  making 
money available fo r . the beneficiary's personal 
needs. Many incapacitated persons,, unable to 
manage business a f fa irs , are .-still competent to 
pay personal expenses. This type o f  arrange­
ment would be im portan t to them . A  custodial 
trustee should maintain, o f  course, a- separate 
bank account fo r  use in managing th e  custodial 
tru st property and  investments..

An alternative approach m ight be taken, to this 
section that re fe rs  to the distributive powers o f 
a conservator under the laws o f  the enacting 
state, in the event th a t state- should p re fe r that 
incorporation by re fe rence. F o r  example: [The 
custodial trustee has the distributive powers o f a 
conservator under the U n ifo rm  Probate Code.]

- '■ TLib rary Reference*
Am erican Digest Syitem .

: Expenditnrerot principal,, see Trusts «=»276.

Payment of'income-or: proceeds: o f  property , see T ru s ts  <8=280, 282.
Ertcxdoped iaa

Payment o f income o r  proceeds o f  property , see C J E . T rusts §§ 351, 353. 
R igh t to receive and expenditure o f  principal, see C J .S . T rusts §. 349.

§ 10. Determination of Incapacity; Effect
(a) The custodial trustee shall administer the custodial trust as fo r  an incapacitated 

beneficiary-if. (i) the.custodial„trust was created..under Section 5, (ii) the transferor has so 
directed in the instrument imeatmg the custodial trust,'or (iii) the custodial trustee has 
determined that the beneficiary is incapacitated. . ,

(b) A custodial trustee may'determine that the beneficiary is incapacitated in reliance 
upon (i) previous direction or authority given by the beneficiary while not incapacitated, 
including direction or authority pursuant to a durable power of attorney, (ii) the certifi­
cate of the beneficiary’s physician, or (iii) other persuasive evidence.
. (c) I f  a custodial trustee for  an incapacitated beneficiary reasonably concludes that.the 
beneficiary’s incapacity has ceased, or that circumstances concerning, the beneficiary’s 
ability to manage property and business affairs have-changed since the creation of a 
custodial trust dirertmg.admmistration as for an incapacitated beneficiary, the custodial 
trustee may administer the-trust as for a beneficiary who is not incapacitated.

(d) Oii petition of the beneficiary, the custodial'trustee, or other 'person interested in 
the custodial trust property or the welfare o f the beneficiary, the court shall determine 
whether the beneficiary is incapacitated.
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(e) Absent determination of incapacity of the beneficiary under subsection (b) or (d), a 
custodial trustee who has reason to believe that the beneficiary is incapacitated shall 
administer the custodial trust in accordance with the provisions of this [Act] applicable to 
an incapacitated beneficiary.

(f) Incapacity of a beneficiary does .not terminate (i) the custodial trust, (ii) any 
designation of a successor custodial trustee, (iii) rights or powers of the custodial trustee, 
or (iv) any immunities of third persons acting on instructions of the custodial trustee.

COMMENT
This is one of the more important sections of ties change on the event of the beneficiary's

the Act under which the custodial trustee may incapacity.
determine that the beneficiary' is incapacitated so This section is not a proceeding for the ap- 
the trust will change from one subject to the pointment of a conservator, and it is not contem-
control of the beneficiary to a discretionary trust plated ^  such a deciaration would lead to
for the beneficiary.- Subsection (b) allows the COurt appointment of a conservator or guardian 
custodial trustee to determine that the benefi- unless other factors would warrant such appoint-
ciaxy ,s incapacitated provided the determination menL The existence of a comprehensive and
is.based upon the certificate of the beneficiary's well-managed- custodial trust would be one 
physician, the prior direction or authority o fthe  factor wouid tend to avoid the necessity for 
beneficiary, or other reasonable evidence. ^ ia t  the appointment of a conservator or guardian of
authority could be evidenced, for example, by a ^ g  estate.-
durable power of attorney executed by the bene- •
ficiary prior to becoming incapacitated even section also does not provide a proceeding
though that power of attorney is not otherwise the legal competence of a transferor in
effective to control management or termination setting up a trust under Section 2. Rather,
of the custodial trust Such a durable power of Section 10 relates to a management matter in a
attorney could be given to a child, spouse, friend,. vabdly established custodial tru s t 
or other trusted individual. In addition, specific Subsection (f) provides, that the incapacity of 
authority is provided in. subsection (d) for the the beneficiary does not terminate the custodial
beneficiary, the custodial trustee, or other inter- tru s t If the beneficiary becomes incapacitated,
ested person to seek a declaration from the court the authority of the custodial trustee continues
as to the capacity of the beneficiary for the and the custodial trustee must follow the statu-
purposes of this Act. This is important to the tory provisions of the Act relating to managing
custodial trustee, as his duties and responsibili- custodial trusts for incapacitated individuals.

Action in Adopting Jurisdictions

Variations from O fficia l Text: In subsec. (c), substitutes "must administer'’ fo r “ may
Minnesota. In subsec. (a), omits clause (i). administer” .

L i b r a r y  R e fe re n c e s
A m erican  Digest System

Determination as to mental disorder in general, see Mental Health «=6 to 18.

Encyclopedias -
Determination as to mental disorder in general, see C.J.S. Insane Persons §§ 8 to 34.

§ 11. Exemption of. Third Person From Liability.
A third person in good faith and without a. court order may act on instructions of, or 

otherwise deal with, a person purporting to make a transfer as, or purporting to act in the 
capacity of, a custodial trustee. In the absence of knowledge to the contrary, the third 
person is not responsible for determining:

(1) the validity of the purported.custodial trustee's designation;.
(2) the propriety of, or the authority under this [Act] for, any action of the purported 

custodial trustee; .
(3) the validity or propriety of an instrument executed or instruction given pursuant 

to this [Act] either by the person purporting to make a transfer or declaration or by the 
purported custodial trustee; or

(4) the propriety of the application of property vested in the purported custodial 
trustee.

7A U.LA-Business &. Financial—2 17
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This section is based upon Section 16 of the 
UTMA and protects third persons who deal in 
good faith with the custodial trustee.

COMMENT

Library References

A m erican  D igest System
Limitations of authority imposed in creation of trust, see Trusts <£=172. 
Rights and title of purchaser from trustee, see Trusts «=>203.

Encyclopedias
Duty of trustee's mortgagee to ascertain whether mortgage by trustee is in violation of trust, 

see CJ.S. Trusts § 317.
Lender not required to see to application of money lent, see CJ.S. Trusts § 279..
Notice to persons dealing with trustee of extent and limitation of his powers, 3ee CJ.S. Trusts 

§. 246.

§ 12. Liability to Third Person.
(a) A claim based on a contract entered into by a custodial trustee acting in a fiduciary 

capacity, an obligation arising from the ownership or control of custodial trust property, 
or a tort committed in the course of administering the custodial trust, may be asserted by 
a third person against the custodial trust property by proceeding against the custodial 
trustee in a fiduciary capacity, whether or not the custodial trustee or the beneficiary is 
personally liable.

(b) A custodial trustee is not personally liable to a third person:
(1) on a contract properly entered into in a fiduciary capacity unless the custodial 

trustee fails to reveal that capacity or to identify the custodial trust m the contract; or
(2) for an obligation arising from, control of custodial trust property or for a tort 

committed in.the course of the administration of the custodial trust unless the custodial 
trustee is personally at fault
(c) A beneficiary is not personally liable to a third person for an obligation arising from 

beneficial ownership of custodial trust property or for a tort committed in the course of 
administration of the custodial trust unless the beneficiary is personally in possession of 
the custodial trust property giving rise to the liability or is personally at fault.

(d) Subsections (b) and (c) do not preclude actions or proceedings to establish liability of 
the custodial trustee or beneficiary to the extent the person sued is protected as the 
insured by liability insurance.

COMMENT'
This section is patterned after Section 17 of 

the UTMA and that section in turn was based 
upon Sections 5-428 and 7-306 of the Uniform 
Probate Code limiting the liability of conserva­
tors and trustees. See also Restatement- of 
Trusts, 2d, Sections 265 and 277. The effect of 
this section is to limit the claims of third parties 
to recourse against custodial trust property as 
both the custodial trustee and the beneficiary 
are protected from personal liability absent per­
sonal fault on their part This section does not 
alter the obligations between the custodial trust­
ee and. the beneficiary arising out of the adminis­

tration of the estate and the accounting for that 
administration.

There may be cases in which a custodial trust­
ee or beneficiary may have a right to possession 
of custodial trust’ property and may insure 
against liability arising out of possession or con­
trol of the property as a.named insured,, e.g., 
under homeowner’s or automobile liability insur­
ance. In such a case, the beneficiary should be 
permitted as a party defendant under subsection 
(d) but only to the extent of the protection of the 
liability- insurance.

Library References

A m erican  D igest System
Contracts made in management of trust, see Trusts «=209 to 213. 
Liability of trustee and trust estate for torts, see Trusts «=235. 
Rights of action against trustees, see Trusts «=250.
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Encyc loped ias
Contracts made by trustee, see CJ.S. Trusts §§ 275 to 280.
Liability of trustee and trust estate for torts, see CJ.S. Trusts § 252.
Right of action of third person against trust or trustee, see CJ.S. Trusts § 361.

§ 13. Declination, Resignation, Incapacity, Death, or Removal of Custodial Trustee, 
Designation of Successor Custodial Trustee.

(a) Before accepting the custodial trust property, a person designated as custodial 
trustee may decline to serve by notifying the person who made the-designation,, the 
transferor, or the transferor's legal representative. If an event giving rise to a transfer 
has not occurred, the substitute custodial trustee designated under Section 3 becomes the 
custodial trustee, or, if a substitute custodial trustee has not been designated, the person 
who made the designation may designate a substitute custodial trustee pursuant to 
Section 3. In other cases, the transferor or the transferor’s legal representative may 
designate a substitute custodial trustee.

(b) A custodial trustee who has accepted the custodial trust property may resign by (i)
delivering written notice to a successor custodial trustee, if any, the beneficiary and, if
the beneficiary is incapacitated, to the beneficiary's conservator, if any, and (ii) transfer­
ring or registering, or recording an appropriate instrument relating to, the custodial trust 
property, in the name of, and delivering the records to, the successor custodial trustee 
identified under subsection (c).

(c) If a custodial trustee or successor custodial trustee is ineligible, resigns, dies, or 
becomes incapacitated, the successor designated under Section 2(g) or 3 becomes custodial 
trustee. If there is no effective provision for. a successor, the beneficiary, if not 
incapacitated, may designate a successor custodial trustee. If the beneficiary is incapaci­
tated, or fails to act within 90 days after the ineligibility, resignation, death, or incapacity 
of the custodial trustee, the beneficiary's conservator becomes successor custodial trust­
ee. If the beneficiary does not have a conservator or the conservator fails to act, the 
resigning custodial trustee may designate a successor custodial trustee.

(d) If a successor custodial trustee is not designated pursuant to subsection (c), the 
transferor, the legal representative of the transferor or of the custodial trustee, an adult 
member of the beneficiary's family, the guardian of the beneficiary, a person interested in 
the custodial trust property, or a person interested in the welfare of the beneficiary, may 
petition the court to designate a successor custodial trustee.

(e) A custodial trustee who declines to serve or resigns, or the legal representative of a 
deceased or incapacitated custodial trustee, as soon as practicable, shall put the custodial 
trust property and records in the possession and control of the successor custodial 
trustee. The'successor custodial trustee may enforce the obligation to deliver custodial 
trust property and records and becomes responsible for each item as received.

(f) A beneficiary, the beneficiary's conservator, an adult member of the beneficiary's 
family,, a guardian of the person of the beneficiary, a. person interested in the custodial 
trust property, or a person interested in the welfare of the beneficiary, may petition the 
court to remove the custodial trustee for cause and designate a. successor custodial 
trustee, to require the custodial trustee to furnish a bond or other security for the faithful 
performance of fiduciary duties, or for other appropriate relief.

COMMENT . . .
This section follows many of the provisions of who is not incapacitated may designate, without

Section 18 of UTMA with some substantive limitation, a successor custodial trustee. If,
changes. It is designed to accommodate in a however, the beneficiary fails to act or is inca-
single section the circumstances in which a cus- pacitated, the procedure to be followed is very
todial trustee would be replaced by another cus- similar to that found in UTMA except that the
todial trustee. Under subsection (b), if the bene- nonincapacitated beneficiary has 90 days to act
ficiary is incapacitated, a custodial trustee who and if. the beneficiary has no conservator or if
resigns must give written notice to both the tha conservator declines to act, the custodial
beneficiary and the beneficiary’s conservator if trustee may eventually designate a successor
one exists. Under subsectiou (c), a beneficiary custodial trustee.
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Under subsection (f), the beneficiary, whether This section, unlike Section 18 of UTMA, does
or not incapacitated, can petition the court to not give the custodial trustee the general power
remove the custodial trustee for cause and to to designate a successor custodial trustee but
designate a successor trustee, or the court may rather limits that power to the situation in which
require the custodial trustee to give bond or the procedure for designating succesaor custodi-
other appropriate relief. al trustees by others has been exhausted.

Action in Adopting Jurisdictions
Varixtiotti from O ffic ia l T e x t to 501B.25" following “ designate a successor custodial trust-

Minnesota. In subsec. (c), inserts “ o r the holder o f the « "•
beneficiary's power o f attorney," following "incapacitated,”  Virginia. In subsec. (c), first sentence reads: “ I f  a
in the second sentence and omits the last two sentences. custodial trustee o r successor custodial trustee is ineligible,

In subsec. (d ), substitutes “ the conservator o f the bencfi- resigns, dies, o r becomes incapacitated, the successor desig-
ciary" for "the guardian o f the beneficiary" and adds "in nated in accordance with the trust instrument o r in accord-
accordance with the procedures set forth in sections 501B.16 ancc with § 55-34.3 becomes custodial trustee."

Library References
American Digest Syutem

Acceptance by trustee, see Trusts <3=38.
Appointment and succession of new trustee, see Trusts <3=169(1 to 3).
Death and survivorship of trustees, see Trusts <3=168.
Disqualification, resignation and discharge, and removal of trustees, see Trusts <3=162 to 167.

Encyclopedia* ‘ 1
Acceptance o r disclaimer of trust by trustee, see CJ.S. Trusts § 60.
Appointment of trustees and successor trustees, see CJ.S. Trusts §§ 211 to 220.
Devolution of office on appointment of new trustee, see CJ.S. Trusts § 236.
Removal cf trustees, see CJ.S. Trusts §§ 230 to 235.
Resignation and discharge of trustees, see CJ.S. Trusts §§ 225 to 229.
Who may petition court to require bond of trustee, see CJ.S. Trusts § 224.

§ 14. Expenses, Compensation, and Bond of Custodial Trustee.
Except as otherwise provided in the instrument creating' the custodial trust, in an 

agreement with the beneficiary, or by court order, a custodial trustee:
(1) is entitled to reimbursement from custodial trust property for reasonable ex­

penses incurred in the performance of fiduciary services;
(2) has a noncumulative election, to be made no later than six months after the end of 

each calendar year, to charge a reasonable compensation for fiduciary services per­
formed during that year; and

(3) need not furnish a bond or other security for the faithful performance of fiduciary 
duties. • . • • - - • •

COMMENT ■ - ’
This section follows the pattern of Section 15 compensation to the custodian who waives com- 

of the UTMA except it does subject the arrange- pensation and also to avoid the accumulation of 
ments for payment of expenses, compensation, claims'for compensation until the termination of 
and bond to provisions in the custodial trust the custodial trust....Although the ability, to con- 
instruraent or agreement of the beneficiary or these matters -by the trust instrument or
court order. agreement of the beneficiary seems to be im-

. plied, as was assumed in UTMA, it is here ex- 
As in UTMA, the provisions with regard to ' pressly stated because of the possibility of infor- 

compensauon are designed to avoid imputed mal arrangements with' persons as trustees.

Library R e f e r e n c e s   *
American Digest System

Bond of trustee, see Trusts «=161. • . .
■ Compensation of trustee, see Trusts «=314 to 321.'

Expenditures of trustee, see Trusts <3=224 to 227.
Reimbursement and indemnity of trustee, see Trusts «=236.
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Encyclopedia*
Bond of trustee, see CJ.S. Trusts § 224.
Compensation of trustee, see CJ.S. §§ 395 to 408.
Creation and discharge of claims against estate and reimbursement, see CJ.S. Trusts §§ 275 to 

285.

§ 15. Reporting and Accounting by Custodial Trustee; Determination of Liability of 
Custodial Trustee.

(a) Upon the acceptance of custodial trust property, the custodial trustee shall provide 
a written statement describing the custodial trust property and shall thereafter provide a 
written statement of the administration of the custodial trust property (i) once each year,
(ii) upon request at reasonable times by the beneficiary or the beneficiary’s legal 
representative, (iii) upon resignation or removal of the custodial trustee, and (iv) upon 
termination of the custodial trust The statements must be provided to the beneficiary or 
to the beneficiary’s legal representative, if any. Upon termination of the beneficiary’s 
interest, the custodial trustee shall furnish a current statement to the person to whom the 
custodial trust property is to be delivered.

(b) A beneficiary, the beneficiary's legal representative, an adult member of the 
beneficiary’s family, a person interested in the custodial trust property, or a person 
interested in the welfare of the beneficiary may petition the court for an accounting by 
the custodial trustee or the custodial trustee's legal representative.

(c) A successor custodial trustee may petition the court for an accounting by a 
predecessor custodial trustee.

(d).In an action or proceeding under this [Act] or in any other proceeding, the court 
may require or permit the custodial trustee or the custodial trustee’s legal representative 
to account The custodial trustee or the custodial trustee’s legal representative may 
petition the court for approval of final accounts.

(e) If a custodial trustee is removed, the court shall require an accounting and order 
delivery of the custodial trust property and records to the successor custodial trustee and 
the execution of all instruments required for transfer of the custodial trust property.

(f) On petition of the custodial trustee or any person who could petition for an 
accounting, the court, after notice to interested persons, may issue instructions to the 
custodial trustee or review the propriety of the acts of a custodial trustee or the 
reasonableness of compensation determined by the custodial trustee for the services of 
the custodiaL.trustee or others.

COMMENT
This section requires that the custodial trustee 

inform the beneficiary ■ of the initiation of the 
trust and provide reasonably current reports of 
the administration of the custodial trust to the 
beneficiary or the beneficiary's legal representa­
tive. • Even though some custodial trustees may 
act informally, it.seems appropriate- that, both 
the trustee and the beneficiary be expected to 
exchange complete, information- concerning the 
administration of the trust-at least once each 
year. In some cases, more- frequent exchanges 
of information between the custodial trustee and 
beneficiary would be expected; e.g., when they 
use a bank account to which both have access. 
This is particularly true with regard" to neces­
sary information for tax reporting by the parties 
involved. This section assumes the usual mini­
mum components of an account, Le., assets and

valves a t the beginning of the accounting period, 
receipts, and disbursements during the account­
ing period and assets and their values on hand or 
available for distribution a t the close of the 
accounting period.

Subsection (a) identifies the necessary reports 
and accountings for the parties, and subsection
(b) identifies a broad group of persons who may 
petition the court for an accounting by the custo­
dial trustee or the custodial trustee's legal repre­
sentative.. Much of the section is drawn from 
Section 19 of the UTMA modified to fit the 
custodial trust Subsection (f) recognizes the 
inherent power of the court to instruct trustees 
and review their actions. This paragraph is pat­
terned after Uniform Probate Code Section 
7-205.
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V trisdoo t from O fficial T o re  accordance with ihe procedures set forth in sections 501B.16
Mlnaeaota. Adds a subsec. (g) which reads: “ fg) A ll to 50IB.25.'*

proceedings described in this section shall be conducted in

Library References
Am erican D igest System

Accounting of trustee, see Trusts «=289 to 313, 322 to 333.
Actions for enforcement of trust, see Trusts <$=359 to 377.
Court supervision of execution of trust and instructions to trustee, see Trusts <$=271 '/z. 
Trustee as representative of beneficiary, see Trusts «=>173.

E ncyc loped ia s  <
Accounting and settlement of trust, see CJ.S. Trusts §§ 377 to 394.
Enforcement of trust, see CJ.S. Trusts §§ 421 to 474.
Court supervision of execution of trust and instructions to trustee, see CJ.S. Trusts § 261. 
Duty of trustee to give information as to management of trust on request of beneficiaries or 

their representatives, see CJ.S. Trusts § 247.

§ 16. Limitations of Action Against. Custodial Trustee.
(a) Except as- provided in subsection (c), unless previously barred by adjudication, 

consent, or limitation, a claim for relief against a custodial trustee for accounting or 
breach of duty is barred as to a beneficiary, a person to whom custodial trust property is 
to be paid or delivered, or the legal representative of an incapacitated or deceased 
beneficiary or payee:

(1) who has received a final account or statement fully disclosing the matter unless 
an action or proceeding to assert the claim is commenced within two years after receipt 
of the final account or statement; or

(2) who has not received a final account or statement fully disclosing the matter 
unless an action or proceeding to assert the claim is commenced within three years 
after the. termination, of the custodial trust.
(b) Except-as provided in subsection (c), a claim for relief to recover from a custodial 

trustee for fraud, misrepresentation, or concealment related to the final settlement of the 
custodial trust or co iceaunent of the existence of the custodial trust, is barred unless an 
action or proceeding to assert the claim is commenced within five years after the 
termination of the custodial trust.

(c) A claim- for r elief is not barred by this section if the claimant:
(1) is a minor, until the earlier r* two years after the claimant becomes an adult or 

dies;
(2) is an incapacitated adult, uj the earliest of two years after (i) the appointment 

of a conservator,, (ii) the removal Ox. the incapacity, or (iii) the death of the claimant; or
(3) was an adult, now deceased, who was not incapacitated, until two years after the 

claimants deaths

COMMENT . .
In an effort to. provide as comprehensive a 

statute as possible to inform the parties of sub­
stantially all of their obligations and rights, stat­
utes ' of limitation are provided in this section.
The limitations provided in this section are de­
rived from the Uniform Probate Code, Sections 
1-106 and 7-307, and from the Missouri Custodi­
al Act. '

The nature of" the limitations imposed by the 
section are illustrated by the situation in which a 
custodial trustee is removed, resigns, or dies. If 
the former custodial trustee accounts as re-

Action in Adopting Jurisdictions
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quired-under Section 13 on removal or resigna­
tion, or the deceased custodial trustee’s personal 
representative accounts, the two-year limitation 
of subsection (aXl) applies. Should the former 
custodial trustee or the personal representative 
fail to account, then, subsection (aX2) would ap­
ply to- limit the time, in which a proceeding to 
assert the claim could be commenced. This time 
would begin to run on the date the trust termi­
nated Of course, if the claim is one for fraud or 
concealment, the longer time limitation of sub­
section (b) would apply. In any event, should 
the beneficiary become incapacitated or die be-
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fore die applicable time limitation had expired, pone the time bar until two years after removal 
the tolling provision of subsection (c) could post- of the disability or death.

Library References
American D igest System

Limitations of actions against trustees, see Trusts «=>256.
Limitations of actions to enforce trust, see Trusts «=365{1).

Encyclopedias
Limitations of actions against trustees as to management of trust, see CJ.S. Trusts § 365. 
Limitation of actions to compel accounting, see CJ.S. Trusts § 387.
Limitation of actions to enforce trust, see CJ.S. Trusts § 456.

§ 17. Distribution on Termination.
(a) Upon termination of a custodial trust, the custodial trustee shall transfer the 

unexpended custodial trust property:
(1) to the beneficiary, if not incapacitated or deceased;
(2) to the conservator or other recipient designated by the court for an incapacitated

beneficiary; or
(3) upon the beneficiary’s death, in the following order

(i) as last directed in a writing signed-by the deceased beneficiary while not 
incapacitated and received by the custodial trustee during the life of the deceased 
beneficiary;

(ii) to the survivor, of multiple beneficiaries if survivorship is provided for pursuant 
to Section 6;

(iii) as designated in the instrument creating the custodial trust; or
(iv) to the estate of the deceased beneficiary.

(b) If, when the custodial trust would otherwise terminate, the distributee is incapaci­
tated, the custodial trust continues for the use and benefit of the distributee as 
beneficiary until the incapacity is removed or the custodial trust is otherwise terminated.

(c) Death of a beneficiary does not terminate the power of the custodial trustee to 
discharge obligations of the custodial trustee or beneficiary incurred before the termi­
nation of the custodial trust

COMMENT
This section controls distribution of the custo­

dial trust property when the custodial trust is 
terminated under Section- 2(e). It is designed to 
provide for efficient and. certain distribution, 
without judicial proceedings. Subsection (aX3) is 
an important provision for avoiding complica­
tions on distribution and provides that distribu­
tion may be controlled first, by the direction of 
the deceased beneficiary or second, by the custo­
dial trust instrument (see Sections 2, 6 and 18) 
and, only if no effective prior designation for the 
payment or distribution of the property on the 
death of the beneficiary has been made, shall it 
pass through the beneficiary's estate.

The direction to the custodial trustee by the 
beneficiary, who is not incapacitated^ for distri- - 
bution on: termination of the custodial trust may 
be in any written form clearly identifying the 
distributee. For example, the following di­
rection would be adequate under the statute:

23

I) ________ (name_of beneficiary) hereby di­
rect _______  (name of trustee) as custodial

trustee, to transfer and pay the unexpended 
balance-pf the custodial trust property of 
which I am. beneficiary to as distribu­
tee- on the termination of the trust, at m y  
death. In the event of the prior death of 
_______ above, named as distributee, I desig­
nate _______  as distributee of the custodial

trust property........ ...

Receipt Acknowledged Signed

_______(signature)  (signature)

Custodial Trustee Beneficiary

Date_________________  Date----------------



Action in. Adopting Jurisdictions
Variation* from O ffic ia l Text: " (3 ) to the conservator o r  other recipient designated by

Mlnneaota. Subsce. (a ) reads: the court fo r an incapacitated beneficiary; or
,  . . .  . . . .  “ (4 ) upon the beneficiary’s death, in the following order:(a) Upon termination o f a custodial trust, the custodial ,  , • , . - ■ - ■

trustee shall transfer the unexpended custodial trust proper- " r°  10 'h,= 5U™ vo r o f  mult3Plc beneneunes it survtvor-jy . ship is provided fo r pursuant to section 6;. :
" fii) as designated, in the instrument creating the custodi­a l )  to the beneficiary, i f  not incapacitated o r deceased; aj trust. C).

‘ ‘ (2 ) to the bolder o f  the beneficiary's power o f attorney; “ (iii) to the estate o f the deceased beneficiary."'

Library References
American D lgeat S y item

Distribution of trust property, see Trusts <s=273 to 286..
Termination of trust, see Trusts <3=61.

Encyclopedias •
Payment and distribution of property or fund, see CJ.S.. Trusts §§ 343 to 355.
Termination of trusts, see CJ.S. Trusts §§ 92 to 96.
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§ 18. Methods and Forms for Creating Custodial Trusts.
(a) If" a transaction,'including a declaration with respect to or a transfer of specific 

property, otherwise' satisfies applicable law, the criteria of Section 2 are satisfied by:
(1) the execution and either delivery to the custodial trustee or recording of an 

instrument in substantially the following form:

TRANSFER UNDER THE [ENACTING STATE]
.... UNIFORM. CUSTODIAL TRUST ACT. . .
I,  (name of transferor or name and representative capacity if a fiduciary),

transfer t o -----------(name-of- trustee other than transferor), as-custodial trustee for
 (name of beneficiary) as beneficiary and_______ as distributee on termination of
the trust in absence of direction by‘the beneficiary under the [Enacting state] Uniform 
Custodial Trust Act, the following: (insert a description of the custodial trust property 
legally sufficient1 to identify and transfer each item of property).
Dated:_______________________

(Signature); or
(2) the execution and the recording or giving notice of its execution to the beneficiary 

of an instrument in substantially the following form:

DECLARATION_OF TRUST UNDER THE [ENACTING STATE] ■
UNIFORM CUSTODIAL.TRUST- ACT .-

~ Ij — : ' ' (name1 of owner of property), declare that henceforth T hold as custodial
trustee for-" - ' " : (name of beneficiary other than transferor) as beneficiary and______
as'distnlmtee ontermination o f  the trust in absence o f ’direction by the beneficiary under 
the; [Enacting state] Uniform Custodial Trust.Act,.the. following: (Insert a description of 
the-custodial7trust property legally sufficient to identify and .transfer each item of 
property)-.; • ; v * \ . . . . . "  ‘i • • ' ■ * •' • • • • -
Dated: ____________________

(Signature)
(b) Customary methods of transferring or evidencing ownership of property may be 

used to create a custodial trust, including any of the following:
(1) registration of a security in the name of a trust company, an adult other than the

transferor, or the transferor if. the beneficiary is-other than the transferor, designated
in substance “as custodial trustee fo r_______(name of beneficiary) under the [Enacting
state] Uniform Custodial Trust Act";

. . . .  ^



(2) delivery of a certificated security, or a document necessary for the transfer of an 
uncertificated security, together with any necessary endorsement, to an adult other 
than the transferor or to a trust company as custodial trustee, accompanied by an 
instrument in substantially the form prescribed in subsection (aXl);

(3) payment of money or transfer of. a security held in the name of a broker or a 
financial institution, or its nominee to a broker or financial institution for credit to an 
account in the name of a trust company, an adult other than the transferor, or the 
transferor if the beneficiary is other than the transferor, designated in substance: “as
custodial trustee fo r  (name of beneficiary) under the [Enacting state] Uniform
Custodial Trust Act” ; ■ ••

(4) registration of ownership of a life or endowment insurance policy or annuity 
contract with the issuer in. the- name of a trust company, an adult, other than the 
transferor, or the-transferor if the beneficiary is other than the transferor, designated
in substance: “as custodial trustee for ______  (name of beneficiary) under the
[Enacting state] Uniform Custodial Trust Act” ;

(5) delivery of a written assignment to.an- adult.other than.the.transferor or to a 
trust company whose name in the assignment is designated in substance by the words:
“as custodial trustee for ______  (name- of. beneficiary) under the [Enacting, state]
Uniform Custodial Trust Act” ;

] (6) irrevocable exercise of a power of appointment, pursuant to its terms, in favor of
? a trust company, an adult other than the donee of the power, or the donee who holds
I the power if the beneficiary is other than- the donee, whose name in the appointment is
| : designated in- substance: “as custodial trustee fo r  (name of beneficiary) under
j the [Enacting state] Uniform Custodial Trust Act” ;

(7); delivery of a written notification7or assignment of a right to future payment 
; under a contract to an obligor which transfers the right under the contract to a trust

company, an adult other than the transferor, or the transferor if the beneficiary is other 
than the transferor, whose name in the notification or assignment is designated in
substance: “as-custodial trustee f or :   (name of beneficiary) under the P^nactm

. state] Uniform Custodial Trust-Act” ; •
(8) execution, delivery, and recordation of a conveyance of an interest u. 

property in the name of a trust company, an adult other than the transferor, or the 
transferor if the beneficiary is other than the transferor, designated in substance: “as
custodial trustee fo r_______ (name of beneficiary), under the [Enacting state] Uniform
Custodial Trust Act” ;

(9) issuance of a certificate of title by an agency of a state or of the United States 
which evidences title to tangible personal property:

.(i) issued in the name of a trust company, an adult other than the transferor, or the 
; transferor if the beneficiary is. other than the transferor, designated in'substance:
; “as custodial trustee for ~ (name of beneficiary) under the [Enacting state]
} Uniform Custodial Trust Act” ;., or
j (ii) delivered to a trust company or an adult other than the transferor or endorsed

by the transferor to that person, designated in substance: “as custodial trustee for
—— (name-of be. .ficiary) under the [Enacting state] Uniform-Custodial. Trust
Act” ; or
(10) execution and delivery of an instrument of gift to.a trust company or an adult 

-other than the,transferor,.designated in substance: “as custodial trustee fo r ______
(name of beneficiary) under the [Enacting state] Uniform Custodial Trust Act.”

COMMENT
This section- largely, follows Section 9 - of means is • intended to be within the scope of the

UTMA.._ It provides instructional detail, for . statute, provided, the requirements of Section 2
forms and methods of transferring assets that are met The method of. transfer or conveyance
satisfy the requirements of the statute. AJ- appropriate to the asset should-be used, e.g., if

j though many of the customary methods of trans- land is involved, a deed or conveyance that aatis-
: ferring assets are identified, these methods are", fies the local requirements would be appropriate.
' not intended to be exclusive since any type of In the effort to make the statute as self-con-

property that can be transferred by any legal - tained and as fully explanatory as possible, these

CUSTODIAL 73UST •: ‘ S
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provisions for implementation are included in the 
statute rather than being- appended or inserted 
in the Comments.-*• 5 '* '•

Action in.Adopting Jurisdictions

V*xt*tio*r treat O fB dil Tert:.............. example, a designation o f  an alternate or successor trustee or
Vlrgkri*. In  snbsec. (* ), add* a provisioa which r a d s : tbc recipient o f the custodial property upon termination o f

.“ E ither fo ra  may- be modified by. the owner to  include, fo r  the trust,"

Library References

American Digest System.

Transactions creating or operating- as trusts, see Trusts «=30'/z to 37.
Written instruments creating o r declaring- trusts, see Trusts «=>19 to 29.

Encyclopedias
• Agreements,'covenants, and-transactions creating or operating as trusts, see CJ.S. Trusts §§ 50

•- to-59;-------------
Declaration of trusty see CJ.S. Trusts §§-42'to 49.

§ 19. Applicable Law.
(a). This [Act] applies to a transfer or declaration creating a custodial trust that refers 

to. this [Act] if, at the time o f the transfer or declaration, the transferor, beneficiary, or 
custodial trustee is a resident o f or has its principal place of business in. this State or 
custodial trust property is located in this State. The custodial trust remains subject to 
this’ [Act] despite a later change in residence or principal place o f business o f the 
transferor, beneficiary, .or custodial trustee, or removal of the custodial trust property 
from this State.'. . ..

(b) A  transfer made pursuant , to an act o f another state substantially similar to this 
[Act] is governed by the law o f that state and may. be enforced in this,State.

. COMMENT
This section is designed to avoid confusion in 

the event a party or assets are removed from the 
state.

§ 20. Uniformity o f Application and Construction.
This [Act] shall be applied and construed to effectuate its general purpose to make 

uniform the law with respect to the subject o f this [Act] among states enacting it

Library References

Encyclopedia* • ....................

Similar interpretation of- uniform- laws- adopted in-different states, see CJ.S. Statutes § 371.

§ 21. Short Title.
This [Act}'‘may be-cited as the "[Name o f  Enacting. State] Uniform' Custodial Trust 

A c t "  ' • • • • ' -• : :t
§ 22. Severability. r‘

I f  any provision o f  this [Act] or its application to any person or circumstance is held 
invalid, the invalidity does not affect other provisions or applications o f this [Act] which 
can be given • effect'without the invalid provision'or "application, and to this end the 
provisions o f this [Act] are severable;

. * • • •  - L ib ra ry  R e fe re n c e s
A m eriem r D igest System

Effect of partial invalidity of statutes, see Statutes «=>64{1).
26
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Encyclopedias
Statutory declaration as to effect of partial invalidity, see CJ.S. Statutes § 94.

§ 23. Effective Date.
This [Act] takes e ffe c t -----------




