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CHAPTER 701

TRUSTS
701.01 Definitions. 701.13 Modification and termination of trusts by court action.
701.02 Purposesor which trusts may be created. 701.14 Circuit court procedure in trust proceedings.
701.03 Passive trusts abolished. 701.15 Representation of others.
701.04 Purchase money resulting trusts abolished. 701.16 Testamentary trustees.
701.05 Title of trustee; interest of beneficiaries. 701.17 Successor and added trustees.
701.06 Spendthrift provisions and rights of creditors of beneficiaries. 701.18 Resignation and removal of trustees.

701.065 Debts of decedents.

701.07 Living trusts.

701.08 Transfers to living trusts.

701.09 Transfers to testamentary trusts.

701.19 Powers of trustees.
701.20 Principal and income.
701.21 Income payments and accumulations.

701.10 Charitable trusts. 701.22 Distributions in kind by trustees; marital bequests.
701.105 Private foundations. 701.23 Removal of trusts.

701.11 Honorary trusts; cemetery trusts. 701.24  Applicability.

701.115 Future interests in revocable trusts. 701.25 Applicability of general transfers at death provisions.

701.12 Revocationmodification and termination of trusts with consent of settlor701.26 Disclaimers of nonprobate transfers.

701.01 Definitions. As used in this chaptennless theon  701.04 Purchase money resulting trusts abolished.

textindicates otherwise: (1) If title to property is transferred to one person and all or part
(1) BENEFICIARY. “Beneficiary” means a person who has &f the purchaserice is furnished by anothehe latter may not
beneficialinterest in a trust. enforcea purchase money resulting trust.

(2) CHARITABLE AND PRIVATE TRUST. To the extent that trust  (2) Creditorsof the person furnishing atir part of the pur
incomeor principal presently or in the future must be used by ti§éaseprice may enforce a resulting trust, in proportion to the
trusteeexclusively for a charitable purpoas defined in £01.10 amountof purchase price furnished, to the extent necessary-to sat
(1), the trust is a “charitable trust”; any other trust ipavate isfy their demands, unless an intent to defraud creditors 4is dis
trust”, provided it is for the benefit of a personfmiéntly identifi- ~Proved.
ableto enforce the trust. (3) Nothingin this section shall &fct the right to enforce a

(3) CourrT. “Court” means the court having jurisdiction. ~ Valid expresstrust or to establish a constructive trust based on

(4) PROPERTY. “Property” means an interest in real or person!ﬂaUd' undue influence, breach of confidential relationship or
property. ' Otherappropriate grounds.

(5) SeTTLOR. “Settlor” means a person who directly or indi7o1.05 Title of trustee; interest of beneficiaries.
rectly creates a living or testamentary trust or adds property to@y Unlessthe creating instrument expressly limits the trustee to
existingtrust. alesser title or to a powgthe trustee takes all title of the settlor

(6) TESTAMENTARY AND LIVING TRUST. “Testamentary trust” or other transferor and holds such title subject to the tradide
meansa trust subject to the continuing jurisdiction of the coudiary duties as trustee.
assignedo exercise probate jurisdiction; “living trust’ means any (2) |f a trustee of a private trust has title to the trust property
othertrust, including a testamentary trust removed to this stg{@eneficiary has both a right to have the trustee perform the trust
from another state. ee'sfiduciary duties and an equitable interest, present or fiiture,

(7) TrusT. “Trust” meansan express living or testamentarythetrust property If a trustee of a private trust holdisly a power
privateor charitable trust in property which arises as a resat obver property a beneficiary haa right to have such trustee per
manifestatiorof intention to create it. form the trustees fiduciary duties.

(8) TrusTeE. “Trustee” means person holding in trust titte  (3) In aprivate or charitable trust where the trustee takes all
to or holdingin trust a power over propert{frustee” includes an title of the settlor or other transferor and holds such title subject
original, added or successor trustee. to the trustes fiduciary duties as trustee, any interest expressly

History: 1971 c. 661977 c. 18%.135 1977 c. 4491983 a. 189 retainedby the settlor or not &dctively disposed of to others
] remainsin the settloror the settlols successors in interest, as an
701.02 Purposes for which trusts may be created. A  equitablereversionary interest and to tiistent the settloor the

trustmay be created for any lawful purpose. settlor'ssuccessors, are beneficiaries of the trusa private trust
(l-:“rztgsrxzrefle?gﬁc% égéel:gm 10 (1which lists the purposes faich a charitable where the trustetakesall title of the settlor or other transferor and
trustmay be created. ’ purp holdssuch title subjedb the trustes’'fiduciary duties as trustee,

Advantages of the revocable trust estate plan. Keydel, 1975 WBB No. 3. any interest, present or futurereated by the settlor in any other
personis an equitable interest and such person is a benefafiary
701.03 Passive trusts abolished. Except as provided in s. thetrust.
706.08(4), every trust, to the extent it is private and passive, vestslistory: 1971 c. 661991 a. 316
notitle or power in the trustee, but the beneficiary takes a title ¢
respondingin extent to theébeneficial interest given the benefi SOFS
ciary. A trustis passive if the title or power given the trustee & Peneficiaries. (1) INCOME BENEFICIARIES. A settlor may
merelynominaland the creating instrument neither expressly ngXPresslyprovide in the creating instrument titae interest in
by implication from its terms imposes active management dutigomeof a beneficiary other thahe settlor is not subject to vol

901.06 Spendthrift provisions and rights of creditors

onthe trustee untary or involuntary alienation. The income interest of sach
History: 1989 a. 231 beneficiarycannot be assigned and is exempt from clagasnst
Whena trustee has the duty of paying taxes and insurance, the trust is an activetbie beneficiary until paid over to the beneficiary pursuartheo
Kinzerv. Bidwill, 55 Wis. 2d 749201 N.w2d 9(1972). termsof the trust.
This statute does not apply to living trusts. Section 701.07, which provides that a :
living trust cannot be deemed passive, controls. McMah8tamdard Bank &rust . (2) PRlN(_:IPA!_ BENEFICIARIES. A settlor _may_ex_pressly pl’OVId(_i“
Co.202 Ws. 2d 564550 N.W2d 727(Ct. App. 1996)95-1303 in the creating instrumettitatthe interest in principal of a benefi
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ciary other than the settlor is not subject to voluntary or involuuiscretion, to the extent in either case ofgbttlors proportionate
tary alienation. The interest in principal of sucheneficiary can contributionto the trust.

not be assigned arid exempt from claims against the benefigiary (b) A beneficiary of a trust may not be consideresktilor

but a judgmentcreditor after any payments of principal havesolely because of a lapse, waiyer release of any of the follew
becomedue or payable tthe beneficiary pursuant to the terms ofng:

thetrust, may apply to the court for an order directingttbstee 1. A power described under péc).

to satisfy the judgment out of any such payments and the court in 2. The beneficiang right to withdraw part of the trust prop

its discretion mayssue an order for payment of part or all of th%rty, to the extent that the value tfe property décted by the

judgment. . lapse,waiver, or release in any year does not exceed the greater
(3) DISCLAIMER ORRENUNCIATION NOT AN ASSIGNMENT. AdiS  of the amount in:

claimeror renunciation by a beneficiary pért or all of his or her ;
interestunder a trust shall not be considered an assignment unggé%_ Section 2041 (b) (2) or 2514), Internal Revenue Code of

subl.l(l)cor(Z?S. ORC supporT. Notwithstanding anv provi b. Section 2503 (b), Internal Revenue Code of 1986.
(4) CLAIMS FORCHILD SUPPORT. NO s g any pro (c) A beneficiary of a trust is not a settlbas not made a vol

sionin the creating instrument or sul$) and(2), uponapplica untaryor involuntary transfer of the beneficiasyihterest irthe

tion of a person having valid order directing a beneficiary to :
s . trust, or does not have the power to make a voluntary or involun
make payment for support of the beneficianchild, the court tary transfer of the beneficiayinterest in the trust solely because

may: e . - .
the beneficiary holds or exercises, in any capaaity of the fol
(a) If the beneficiary is entitled to receive incomepancipal Jowing: y y capaaity

underthe trust, order the trustee to satisfy part or all of the claim

out of part or all of payments of income or principal as taey _ . A . |
- . priate,or distribute property tor for the benefit of the beneficiary
due, presently or in the future; if the power is any of the following:

d(b)thlntthet cgg,e ct)f a benteflcwltlryfutﬂderl a dlsctretflonatry trl,llst, a. Exercisable only on consent of another person holding an
orderthe trustego satisfy part or all of the claim out of par Ora‘duerestadverse to the beneficiasyinterest.

of future payments of income or principal which are to be made
pursuanto the exercise of the trusteeliscretion in favor of such
beneficiary.

(5) Craims ForpusLIC suPPORT. Notwithstanding any provi

1. A presently exercisable power to consume, invade, appro

b. Limited by an ascertainable standard, such as health,
educationsupport, or maintenance of the beneficiary

2. A presently exercisable power to appoint any property of

Y b . . thetrust to or for the benefit of a person other than the beneficiary

sionin the creating instrument or sulps) and(2), if the settlor is t : - - ]
legally obligatedto pay for the public support of a beneficiary’ifctrﬁd'g)r off_th_e benepmaryhe beneficiarg estate, or a creditor
unders.46.1Q49.345 or301.12or the beneficiary is legally obli of the beneficians estate. )
gatedto pay for the beneficiary’public support or that furnished ~ 3 A testamentary power of appointment.

the beneficiarys spouse or minor child under$.1Q 49.345 or 4. A presently exercisable right described in (i3r2.
301.12 upon application byhe appropriate state department or (d) A beneficiary ofa trust is not a settlor solely because the
countyofficial, the court may: beneficiaryis entitledto nondiscretionary distributions from the

(a) If such beneficiary is entitled to receive income or principIust.
underthe trust, order the trustee to satisfy part or all of the liability (7) SUBSEQUENTMODIFICATION OF COURT'SORDER. Any order
out of part or all of payments of income or principal as they enteredoy a court under suf?), (5) or(6) (a)is subject to modifi
due,presently or in the future; cationupon application of an interested person.

(b) Except as otherwise provided in p@), in the case o& (8) ExEMPT AssETS. Assets of a trust, to the extent they are
beneficiaryunder adiscretionary trust, order the trustee to satisfgxemptfrom claims ofcreditors under other statutes, shall not be
partor all of the liability out of part or all duture payments of subjectto sub.(4), (5), or (6) (a)
incomeor principal which are to be made pursuant to the exercisélistory: 1971 c. 661977 ¢. 30418 1985 a. 1761991 a. 3161997 a. 2372005

X . . . . . a.216 2007 a. 20
of the trustees discretion in favor of such beneficiary; Cross—reference: See s701.07 (3which deals with creditors’ rights where a-set

(c) Inthe case dd beneficiary under a discretionary trust whdor retains powers over a living trust.
is a settlor or a spouse or minor child of the settiater thetrustee Trust income that is income to the beneficiary under federal tax law is subject to
- T . a child support order regardless of whether a distribution is made bettediciary
to satisfy part or all of the liability without regard to whether thgrohmannv. Grohmann189 Ws. 2d 532525 N.w2d 261(1995).

trusteehas then exercised or may thereafter exercise the tgistegh not revealing that he was a trust beneficiarfather failed to make proper finan
i ioni i cial disclosure at the time of a divorce as was required by s. 767.127. The rationale
discretionin favor of the benef|C|ary . of Grohmann is applicable to both grantor and nongrantor trusts if there is an-obliga
(5m) TRUST FOR DISABLED INDIVIDUAL. Subsectior(5) does tion to report that trust’income as one'own because it is the obligation to report the

i i ; indi incomethat makes the income reachable for calculations of a child support-obliga

C%tuagl)pxhtg ?‘]r;)g tgs(tjfg:ttnlhst; Svtve;ﬁ(l:lzh?]ggmégr?t?ﬁgégf gp gﬁ: gc;rlz lSztuesvenson.\StevensorQOOQ WI App 29316 Wis. 2d 442765 N.WZFt)jpsjl, 9
expectedo continueindefinitely, substantially impairs the indi
vidual from adequately providing for his or her own careus 701.065 Debts of decedents. (1) LIMITATIONS ON CLAIMS.
tody, and constitutes a substantial handicafhoaflicted indi- (a) 1. A trustee who has a duty or power to pay the debts of a dece
vidual if the trust does not result in ineligibility for publicdentmay publish in theounty in which the decedent resided, as
assistanceinder ch49. A trustee of a trust which is exempt frorra class 3 notice, under c#85, a deadline for filingslaims with the
claims for public support undethis subsection shall notify the trustee. The deadline shall be the date that is 4 months after the
countydepartment under 46.2150r 46.22in the county where dateof the first insertion of the notice.
the disabled beneficiary resides of the existence of the trust. 2. Except as provided in paf®) and(c), if the trustee satis

(6) SeTTLORAS BENEFICIARY. (@) Notwithstanding any provi fiesthe requirements for the publication of tietice under subd.
sion in the creating instrument and in addition to the remediés all claims, including claims ahe state and any subdivision
availableunder subg4) and(5) where the settlor is a beneficiary thereof,whether due or to becondeie, absolute or contingent,-liq
upon application of a judgment creditor of the seftkive court uidatedor unliquidated, are barreafjainst the trustee, the trust
may, if the terms of the instrument requireaarthorize the trustee propertyand any recipient of trust property unless filed with the
to make payments of income principal to or for the benefit of trusteeon or before the date specified in the notice under dubd.
the settlororder the trustee to satisfy part or all of the judgment (b) Notwithstanding pafa) 2., a claim that is not filed on or
out of part or all of the payments of income or princigmthey are beforethe date specified in the notice under (grl.is not barred
due,presently or in the future, or which are payable in the trgsted’ any of the following apply:
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1. The claim is a claim based on tort, on a maptaperty 3. To direct, during the lifetime of the settlor or anotlibe
agreement that is subject to the time limitations undéé&.58 personto whom or on whose behalf the income or princgbell
(13) (b) or (c), on Wisconsin income, franchise, sales, withholdbe paid or applied;

ing, gift or death taxes, or on unemployment compensation con 4. To control the administration of the trust in whole or in part;
tributionsdue or benefits overpaid; a claim for funeral or adminis 5 15 add property or cause additional employee benefits, life

trative expenses; a claim of this state undetts27 (79)49.496 i\ rancepr other interests to be made payable to the trust at an
or 49.682or rules promulgated under46.286 (7) or a claim of ltim:. e ! pay ! Y

theUnited States. . . - (b) The principal consists of a designation of the trustee as a
2. All of the following circumstances exist: primary or direct, secondary or contingent beneficiary under a
a. On or beforehe date specified in the notice under. (@  will, employee benefit plan, life insurance policy or otherwise; or
1, the trustee knewor in the exercise of reasonable diligence (c) The principal consists of assets of nominal value.
shouldhave known, of thexistence of the potential claim and of 2 E A livi hall be eli
theidentity and mailing address of the potential claimant. . (2) LIGIBILITY TO RECEIVEASSETS. A living trust shall be eil
ible to receive property from any source.

b. Atleast 30 days before the date specified in the notice unger

par.(a) 1, the trustee had not given notice to the potential claimant (3) CREDITORS'RIGHTS. If a settlor retains a power to revoke,
of the final day for filing his or her claim. modify or terminate which is exercisable in the setidavor

L . xceptwhen such power iexercisable only in conjunction with
c. Atleast 30 days before the date specified in the notice U“§ erson having a substantial adverse interest, the trust property

par.(ﬁ) }] tr?e c:ajmant dl'éj Sotbhavedactual knowledge of the dai§he extent it is subject to such power is also subject to the claim
onwhich the claim would be barred. of a creditor of the settlorThis subsection shaibtapply to trust

(c) Ifan action is pending against a decedent airtiezof his  propertyto the extent it is exemfitom claims of creditors under
or her death anthe action survives, the plaititifi that action may otherstatutes.

servea notice of substitution of party defendant on the trustee andistory: 1971 c. 661979 c. 105s.60 (4) 1991 a. 316
file proof of service of notice in the coufiling of proof of ser Cross—reference: See s701.06 (6)which deals with creditors’ rights where the

vice on or before the deadline for filing a claim unger (a) 1. Setoris a beneficiary of the trust.
. L. . . - Section701.03, which prohibits passive trusts, does not apglying trusts. This
givesthe plaintif the same rights against the trust as the filing Qf;tewhich provides that a living trust cannot be deemed passive, coticida-

aclaim. A judgment in any such action constitutes an adjudicatimsnv. Standard Bank & TistCo.202 Ws. 2d 564550 N.W2d 727(Ct. App. 1996),

for or against the trust. 95-1303 .
2 E A trust hall not Understandind.iving Trusts. Moschella. W. Law March 1992.
(2) EFFECTOF STATUTE OF LIMITATIONS. rustee shall N0t Pay |nforming the Public About Living flists. Wohig. Ws. Law March 1992,

aclaim that was barred by a statute of limitations at the time of the
decedent'sieath. A claim not barred by a statofdimitations at 701,08 Transfers to living trusts. (1) VALIDITY AND
thetime of the decedestdeath shall not dearred thereafter by grrecr. The ordenf execution of a living trust instrument and a

astatute of limitations if the claim is filed with the trusteecon || or other instrument purporting to transfer or appoint property

beforethe deadline for filing a claim under sh) (a) 1. to the trust evidenced by the trust instrument shall be disregarded
(3) CLAIMS OF CREDITORSWITHOUT NOTICE. (&) A claim not in determining the validity of the transfer or appointment. No ref

barredby sub (1) (a) 2.because of the operation of s¢b. (b) 2. erencein any will toa living trust shall cause assets in such trust

may be enforced against trust property only as providetii;n to beincluded in property administered as part of the tessator

subsection. estate;nor shall it cause the trust any portion thereof to be
(b) The claimant shall file the claim with tiristee within one treatedas a testamentary trust.

yearafter the decedestdeath and within 30 days after the earlier (2) GoverRNING TERMS. Property transferred or appointed by

of the following: awill or by a beneficiary designation under an employee benefit
1. The date that the trustee gives notice to the potential-claiphan, life insurance policyr other instrument permitting designa

antof the deadline for filing a claim under sib) (a) 1. tion of a beneficiary to a living trust, the terms of whic_h the testator
2. The date that the claimant fietquires actual knowledge © designator was theole holder of a power to modifghall be

of the deadline for filing a claim under sut) (a) 1. administeredn aqcordqnce with the terms of thg trasthey may

avebeen modified prior to the testat®ior designatds death,

(c) The claimant shall have the burden of establishing by tB?enthough the will or beneficiary designation was not reex

greaterweight of the credible evidence that all of the cireumecutedor republished after exercise of the poeemodify unless
stancesun'der SUb(l), (b) 2.existed. . thewill or beneficiary designatioaxpressly provides otherwise.
(d) This subsection does not extend the time for commeneg,chproperty transferred or appointed to a living trust, whsch
mentof a claim beyond the time provided by any statute of limitgpjectto a powenf modification requiring action or consent of
tions applicable to that claim. aperson other than the testatordesignatorshall be administered
(4) SATISFACTION OF CLAIM FROM OTHERPROPERTY. Failure of in accordance with the terms of the trust instrument as they exist
aclaimant timely tdile a claim as provided in this section doeat the execution of the will or beneficiary designation, unless
not bar the claimant from satisfyiripe claim, if not otherwise expresslyotherwise provided. If the will or beneficiary designa
barred,from property other than trust property tion expressly provides that the property shall be administered
History: 1997 a. 1881999 a. 9 accordancavith the terms of the trust instrument as they may be
o o ~modified thereafterthe will or beneficiary designation needt
701.07 Living trusts. (1) VALDITY. Aliving trust, otherwise pe reexecuted or republished after exercise of the power to
valid, shall not be held invalid as an attempted testamedtary modify.
position,a passive trust under®1.03 ora trust lacking a sfif (3) DISPOSITION WHEN NO EXISTING LIVING TRUST. If at the

cient principal because: _ deathof a testator a living trust has been completely revoked, or
~ (a) It contains any or all of the following powers, whether exeptherwiseterminated, a provision in thestators will purporting
cisableby the settlaranother person or both: to transferor appoint property to such trust shall have the follow
1. To revoke, modify or terminathe trust in whole or in part; ing effect, unless the will provides otherwise:
2. To exercise a power or option oy@operty in the trustor  (a) If the testator was a necessary party to the revocation or
overinterests made payable to the trust under an employee bemgfiertermination of such trust, the provision in the testatell
plan, life insurance policyor otherwise; shallbe invalid;
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(b) If the testator was not a necessary party to the revocation(5) TRANSFEROF OTHER PROPERTY. Property other than that
or other termination ofuch trust, the provision in the test&or describedn subs.(3) and(4) may be made payable to or trans
will shall be deemed to creatéeatamentary trust upon the termserredto a trustee named or to be named in the will of the trans
of theliving trust instrument at the time the will was executed deror.
asotherwise provided where suR) is applicable. History: 1971 c. 66Sup. Ct. Orde67 Wis. 2d 585, 777 (1975):975 c. 2181987

History: 1971 c. 661991 a. 316 a.27,1989 a. 2781991 a. 316

701.09 Transfers to testamentary trusts. (1) Testamen- 701.10 Charitable trusts. (1) VAuoiTy. A charitable trust
TARY TRANSFERTO TRUSTOF ANOTHER. A transfer or appointment may be created for any of the following charitable purposes: relief
by will shall not be held invalid because it is made to a trugf poverty advancement of educaticelvancement of religion,
createdpr tobe created, under the will of another person if the wiiromotionof health, governmental or municipal purposes or any
of such other person was executed, or was last modified witther purpose the accomplishmentwhich is beneficial to the
respecto the terms of such trust, prior to the death of the perscommunity. No gift to charity in trust or otherwise, is invalid
makingthe transfer or appointment and suther persois will  becausef indefiniteness. If a particular charitable purpose is not
is admitted to probate prior to, or within 2 years afteg death of indicatedand the trustee is not expressly authorizgthe creat
the person making the transfer or appointment. Property included instrument to select such a purpose, the trustee has an implied
in such a transfer or appointment shall not be considered prop@xyerto select one or more charitable purposes. If a particular
subjectto administration apart of the other persanestate but charitablepurpose isiot indicated and no trustee is named in the
shall pass directly to that other perseméstamentary trustee, becreating instrument, the court may appoint a trustee with such an
addedto the designated trust and administered as a part theranfplied power to select or may direct that the property be trans
(2) INVALID TESTAMENTARY TRANSFER. If such a transfer or ferredoutright to one or more established charitable entities.

appointmenby will is not acceptedly the testamentary trustee of  (2) MobiFiICATION AND TERMINATION. () If a purpose of a
suchother person or if no will of such other person which meeggaritabletrust is or becomes impractical, unlawful or impossible,
the conditions specified in sulil) is admitted to probate within the court may order the trust continued for one or more other chari
the period therein limited, and if the witontaining such transfer tablepurposes designated by the settlgiirothe absence of such
or appointment by will makeso alternative disposition of the designationprder the property devoted to onewmre other chai
assetsthe will shall be construed as creating a trust upon the terggBle purposes either by continuing the trust or by distributing the
contained in the documents constituting the will of sttierper  propertyto one or more established charitable entitiesdeber
sonas of the date of death of the person making the traosfeiyining the alternative plan for disposition of the propethe
appointmenby will. courtshall take into account current afudure community needs
(3) LIFE INSURANCE PROCEEDS TRANSFERRED TO TRUST OF in thegeneral field of charity within which the original charitable
INSURED. A trusteenamed or to be named in the will of an insuregurposefalls, other charitablanterest of the settlpthe amount of
personmay be designated beneficiary of an insurance policy gfincipal and income available under the trastl other relevant
thelife of the insured if the designation is made in accordance wiittors. Theprovisions of this subsection do not apply insofar as
the terms of thepolicy. After admission of the insureiill to  the settlor expressly provides the creating instrument for an
probateand issuance of letters to such trustee, the insurance Rfigernativedisposition if the original trust fails; nor do they apply
ceedsshall be paid to the trustee to be administered in accordagggifts by several persons to a charitable emtitya subscription
with the terms of the trust as they exist at the death of the inS_U’@&gisif the court findghat the donors intended their gifts to be-lim
andtheproceeds may be commingled with other assets passingd@ to the original purpose and such purpose fails initially
Lhe trust. - Insurance proceeds paid dotestamentary frustee ¢ ony aqministrative provision of a charitable truspart
ecauseof his or her designation as life insurance beneflma% . :
shall not be subject to death tax to any greater extent thae if a plaq set forth by the. settlor to achieve the ged;ttdtarltgble
proceedswvere payableéo a beneficiary other than the insuged’ PUrPOsels or becomes impractical, unlawful, inconvenient or
undesirableand a modification of such provision or plan will

estate. The proceeds shall be inventoried fax purposes only enablethe trustee to achieve mordegtively the basic charitable

and shall not be subject to taxes, debtschages enforceable . ; .
againstthe estate or otherwise considered assets dhseeds pur[?oseihe court may by appropriate order modify the provision
an.

estateto any greater extent than if the proceeds were payable & ) ) ) o
beneficiaryother than the insuresiestate. (c) If a charitable trust is or becomes uneconomic when princi

(4) EMPLOYEE BENEFITSTRANSFERREDTO TRUST OF EMPLOYEE pal and probable income, cost of administration and other relevant

A trustee named or to be named inwlilof an employee covered factorsare considered, or in any event if the trust property is val
by any employee benefit plan or contract describedgn.18 (3) uedat less than $50,000, the court may termirtiagetrust and

(i) or any annuity or insurance contract purchased by an empmgéqieroutrlght distribution to an established charitable entity in the
thatis areligious, scientific, educational, benevolent or other cogenerafiield of charity within which the charitable purpose falls.
porationor association not ganized or conducted for pecuniary (d) Itis the purpose of this subsection to broaden the pofver
profit may be designated payee of any benefits payable after tinecourts to make charitable gifts moréeefive. In anysituation
deathof the employee if the designation is made in accordanget expressly covered the court shall liberally apply the cy pres
with the terms of the plan or contract. After admission of thdoctrine.

employee’swill to probate and issuance of letters to the trustee, (e) The settlor if living, the trustee, the attorrgsneral and an

the death benefits shall be paid to the trustee to be adminisiteregstablished charitable entity to which income or principal must be
accordancavith the terms of the trust as theyist at the death of pajdunder the terms of the trust shall be persons interested in any
the employee, aRd the beneflti may ?e commingled with othglceedingunder this subsection.
saselyassig e s, Dealh benefls paid 1 8 tesamenta® () EveonceuENTOTCE ToATomEY GENERL () A pro
to the death tax tany greater extent than if the benefits were paé dingto enforc_e a charltaple trust may be brogght by: .
ableto a beneficiary other than the emplogesstate. The bene . 1. An established charitable entity named in the governing
fits shall beinventoried for tax purposes only and are not subje@strumentto which income or principal must or may paid

to taxes, debts or chges enforceable against the estate or ethéthderthe terms of the trust;

wise considered assetsf the employes’ estate to any greater 2. The attorney general in the name of the state upon the attor
extentthan ifthe benefits were payable to a beneficiary other thaey generat own information qiin theattorney genera’discre

the employees estate. tion, upon complaint of any person;
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3. Any settlor or group of settlors whemntributed half or (4) Nothingin thissection shall impair the rights and powers
moreof the principal; or of the courts or the attorney general of this state with respect to any
4. A cotrustee. trust.

(b) In a proceedingffecting a charitable trust, notice must be History: 1971 c. 661991 a. 39
givento the attorney general, but, except as provided in(&yb.
noticeneed not be given where threome or principal must be
paid exclusively to one or more established charitable entiti
namedin the governing instrument.

(4) ESTABLISHED CHARITABLE ENTITY. As used in this section,
“establishedcharitable entity” means a corporation, unincerp
ratedassociation or trust operated exclusively for a charitable
posedefined in sub(1).

701.11 Honorary trusts; cemetery trusts. (1) Except
Qdersub.(Z), where the owner of property makes a testamentary
ransferin trust for a specific noncharitable purpose, and there is

no definite or definitely ascertainable human beneficiary desig

nated,no enforceable trust is created; but the transferee has power

%o apply the propertyo the designated purpose, unless the purpose

Py capricious. If the transferee refuses or neglects to apply the

History: 1971 c. 661991 a. 3161993 a. 160 propertyto the deS|gnated_ purpomh_ln a r_easonable tlm_e_and
Cross—reference: See s879.03 (2) (cpn notice to the attorney general of probatethe transferor has not manlfe.Sted an 'nt.entlo,n to maienaficial
proceedingsffecting a charitable trust. gift to the transferee, a resulting trust arises in fafithie transfer

A trustfor residents of a city cannot be egled as to the area only because ther’s estate and the court is authorized to ottlertransferee to
trusteesbelieve the original restriction has become unféir re Charitable fiist,
OshkoshFoundationf1 Wis. 2d 432213 N.W2d 54(1973). retransferthe property o S
Constructiorof a trusts terms to allow the majority of the proceedbeaised for (2) A trust may be created for maintaining, keepingeipair
acollege seminar series for @grwas impermissible when that construction wouldgnd preserving any gravéomb, monument, gravestone or any
increasehe class of beneficiaries and divi trust purpose from one providing liv ’ S .
ing facilities for the original beneficiaries into opemarily for the educational bene Cemetery_' Any CemeFery companyssociation or corporation
fit of clegy. Inre Petition of Downer Homé7 Ws. 2d 55226 N.W2d 444(1975). may receive property in trust for any of those purposes and apply

This section applies only to entities operated exclusively for charitable purposgise income from the trust to the purpose stated in the creating
ABC for Health, Inc. vCommissioner of Insuranc2)02 WI App 2250 Wis. 2d 56

640N.W.2d 510 00-2944 instrument.

o e e e st i3 (8) A rust described in sulg) s nvaid o the extent
\(/llslggsuosed?ogjvse’rride such a procedure. Egagumnfelv%mervaadison Com QN(& _Cr_eated for a capricious purpose or the purpose becomes
munity Foundation2005 W1 App 239288 Wis. 2d 128707 N.W2d 28504-2036  Capricious.

) . o ] (b) If the assets of any trust described in ¢Bpare valued at
701.105 Private foundations. (1) (a) Inthe administration |essthan$5,000 and the court finds that the cost of operating the
of any trust which is a private foundation, as defined in se686n trystwill probably defeat the intent of the settlor or if the trustee,
qf the internal revenue_code, a charitable trust, as def!ne_d-ln SREludinga cemetery compangssociatioror corporation, named
tion 4947 (a) (1) of the internal revenue code, or a split-interegf the creating instrument is improperly described, the court may
trustasdefined in sectiod947(a) (2) of the internal revenue code order distribution of the assets on terms which will as nearly as
all of the following acts shall be prohibited: possiblecarry out the settlos intention.

1. Engaging in any act of self-dealingdefined in section  History: 1989 a. 307
4941(d) of the internal revenue code, which would give rise to any
liability for the tax imposed by sectid®41(a) of the internal rev  701.115 Future interests in revocable trusts. (1) (a) In
enuecode. par.(b), “revocable trust” meansteust that the grantoat the time

2. Retaining any excess business holdings as defined-in s#fcdeath, was alone empowered to change or revoke, by law or
tion 4943(c) of the internal revenue code, which would give risénderthe instrument creating the trust, regardless of whether the
to any liability for the tax imposed by sectié843(a) of theinter ~ grantorthen had the capacity to exercise the power
nal revenue code. (b) Unless a contrary intention is found, if a person has a future

3. Making any investments which would jeopardizedhey  interestin property under a revocable trust and, under the terms of
ing out of any of the exempt purposestuf trust, within the mean thetrust, the person has the right to possession and enjogient
ing of sectio9440f the internal revenue code, so as to give ri¢he property at the grantar death, the right to possession and
to any liability for the tax imposed by sectidB44(a) of theinter ~ enjoymentis contingent on the persensurviving the grantor
nal revenue code. Extrinsic evidence may be used to show contrary intent.

4, Making any taxable expenditures as defined in section (2) Survivorship under sul§l) (b)is governed by $854.03
4945(d) of the internal revenue code, which would give rise to any (3) Therights of the issue of a predeceasing beneficiary under
liability for the tax imposed by sectid945(a) of the internal rev  sub.(1) (b) are governed by 854.06
enuecode. History: 1997 a. 1882005 a. 216

(b) This subsection shall not apply eithethose split-interest
trustsor to amounts thereof which are not subject to the prohiffi01.12 Revocation, modification and termination of
tionsapplicable to private foundations by reason ofgfwisions trusts with consent of settlor . (1) By written consent of the
of sectior4947 of the internal revenue code. settlorand all beneficiaries of a trust or any part thereof, such trust
(2) In the administration of any trust which is a private found&" Part thereof may be revoked, modified or terminated, except as
tion as defined in sectioB09 of the internal revenue code, orProvidedunder s445.125 (1) (a) 2o 4.
whichis a charitable trust as defined in secté47(a) (1) of the (2) Forpurposes of this section such consent begiven on
internalrevenue code, there shall be distribufedthe purposes behalfof a legally incapacitated, unascertained or unborn benefi
specifiedin the trust instrument, for each taxable yaarounts at ciary by the court after a hearing in which the interests of such
leastsuficient to avoid liability for the tax imposed by sectionbeneficiaryare represented by a guardian ad litéxrguardian ad
4942 (a) of the internal revenue code. litem for suchbeneficiary may rely on general family benefit
(3) Subsectiongl) and(2) shall not apply to any trust the accruingto living members of thbeneficiarys family as a basis
extent that a court of competent jurisdiction shall determine tH8f @approving a revocation, modification or termination of a trust
suchapplication would be contrary to the terms of the instrume@t any part thereof.
governing such trust and that the same may not properly be (3) Nothingin this section shall prevent revocation, modifica
changedo conform to such subsections. tion, or termination of a trust pursuant to its terms or otherwise in
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accordancevith law or prevent conversion of a trust to a unitrust 4. Any veterans oiganization incorporated by act of eon

unders.701.20 (4g) gress,or of its departments or local chapters or posts, no part of
History: 1971 c. 661977 c. 401979 c. 175.53; 1979 c. 225.2202 (45)1981  the net earnings of which inurés the benefit of any private share
c.64; 1995 a. 2952005 a. 10 Igpgderor individual
Thats. 701.18 allows removing a trustee for cause does not prevent removal '

trusteeunder thissection with the approval of the settlor and all beneficiaries, without (6) OTHERAPPLICABLE LAW. Nothing in this section shall pro
showing cause. Winbeger v Bowen,2000 WI App 264240 Ws. 2d 55622 hihjt modification or termination of any trust pursuant taetsns
N.W.2d 471, 00-0903 m i ) .

or limit the general equitable power of a court to modify or termi
natea trust in whole or in part.

70113 Modification and termination of trusts by  court History: 1971 c. 661983 a. 18%.329 (26) 1991 a. 3161993 a.143 1999 a.

action. (1) ANTICIPATION OF DIRECTED ACCUMULATION OF
INcOME. When an accumulation of income is directed tfoer

or educate himself or herself, the court on the application of thg) GeneraLLy. A proceeding in the circuit court involving a-liv
beneficiaryor the beneficiarg guardian may direct that a sunablqng or testamentary trust may be commenioga trustee or other
sum from the income accumulated or to be accumulated Bgrson interested in the trust and, except as otherwise provided in
appliedfor the support or education of such person. this chapterall probate procedure governing circuit courts, so far
(2) APPLICATION OF PRINCIPALTO INCOME BENEFICIARY. Unless asit may be applicable, shall apply to such proceeding.
the creating instrument provides to the containg beneficiary  (2) Norice. If notice of a trust proceeding to a person inter
is entitled to income or to have it applied for the beneficiaryestedin the trust, to the persantepresentative or guardian ad
benefit,the court may make an allowance from principal to or fgem as provided in s701.150r to other persons, is required by
the benefit of such beneficiary if the beneficiansupport or | or deemed necessary by the court, the court shall order such
educationis not sulﬁcn_ently provided for _ta}klng into account all naticeto be given as prescribed ir8§9.05except that serviday
other resources available to the beneficiary publicationshall not be required unless ordered by the court. The
(3) TermiNATION. In the case of a living trust whose settlor isourt may order both personsérvice and service by publication
decease@nd in the case of any testamentary trust, regardlessindesignated persons. Proof of service shall be made as provided
eithercase olpendthrift or similar protective provisions, a courin s.879.07 Persons interested in the trust, on behalf of them
with the consent of the trustee maygler termination of the trust, selves,or their representatives or guardians ad litem as provided
in whole or in part, and the distribution of the assets that it consig s.701.15 on behalf of themselves and those whom they repre
ersappropriate if the court is satisfied that because of any substeent,may in writing waive service of notice and consenthi®
tial reason existing at the inception of a testamentary trust orhearingof any matter without notice. aWer of notice or an
the case of any trust, arising from a subsequent change in eircippearancéy any person interested in the trust or the pesson’
stancesincluding but not limited to the amount of principal in theepresentativeor guardian ad litem as provided in7€1.15is
trust,income produced by the trust and the cost of administerisguivalentto timely service of notice.
thetrust, continuation of the trust, in whole or in partpigractt (3) ATTORNEYFORPERSONN MILITARY SERVICE. At the time of
cal. In any event, if the trust property is valued at less thgfing a petition for a trust proceeding, afiddvit shall be filed
$50,000the court may order termination thie trust and the dis - settingforth the name of any person interested in the proceeding
tribution of the assets that it considers appropriate. who is actively engaged in the military service of the United
(4) MARITAL DEDUCTIONTRUSTS. In a trust where the income States.Whenever it appears by thdiddvit or otherwise that any
beneficiaryalso has a general power of appointment as definedo@rsonin theactive military service of the United States is inter
$.702.01 (3)or where all accumulated income and princigral  estedin any trust proceedingnd is not represented by an attorney
payableto such beneficiarg'estate, any termination, in whale or by an attorney-in—fact who is duly authorized to act on the per
in part,of the trust under sulg3) can only be ordered in favor of son’sbehalf in the mattethe court shall appoint an attorney to
suchbeneficiary representhe person and protect the persanterest.

(5) CHARITABLE TRUSTS. (@) In thissubsection, “participate or  (4) VENUE. A proceeding involving a living trust shall be gov
intervenein any political campaign” includes the publishing oernedby ss.801.50to 801.62s0 far as applicable and shall be
distributing of statements. regardedas a civil action for that purpose.

(b) Subsection§?) and(3) do not apply to a trust under which History: 1971c. 66 Sup. Ct. Order67 Ws. 2d 585, 777 (1975),977 c. 44%.

h .~ . : i ~- 4971991 a. 220316,
afuture interest is indefeasibly vested in any of the following: Cross-reference: See s701.10 (3) which lists the persons who may start-pro

1. The United States or a politicglibdivision for exclusively ceedinggo enforce a charitable trust and requires notice be given to the attorney gen
public purposes eralof any proceeding #dcting the trust.

2. A corporation that is ganized exclusively for religious, 741 15 Representation of others. Except asotherwise
charitable, scientific, literarpr educational purposes, including rovidedin ss.701.12and701.13 (1)in a trust proceeding in the
the encouragemerdf art and the prevention of cruelty to chlldrergircuit court: T '
or animals, ngart of the net earnings of which inures to the bené )
fit of any private shareholder or individual and no substantial part(1) POWERTO CREATE OR EXTINGUISH. The sole holder or all
of the activities ofwhich is carrying on propaganda or othe_r\_/viSEOhOIderdsolt.a %oyveégfzrg\llo%atlon ora gene{al powerltljf appoint
attemptingto influence legislation, and that does not participaf8€ntas defined in s/02.01 (3)may represent any or all persons

or intervene in any political campaign on behalf of aagdidate WhOSeinterests are subject to such pawer _
for public ofice. (2) GUARDIAN AD LITEM; VIRTUAL REPRESENTATION. Subject to

3. A trustee or a fraternal socigtrderor association operat SUP-(1), the court may appoint a guardian ad litem for person

ing under the lodge system, provided the principal or income Igferestedwho is legally incapacitated, unascertained or unborn

suchtrust is to be used by such trustee or by such frateooaty 1| SUCh person is not already represented by a fiduciary having no

orderor association exclusively for religious, charitable, scieffdversanterest in the proceeding. A guardian ad litem may repre
£nt 2 or more sugbersons where they have a substantially ieenti

tific, literary or educational purposes or for the prevention gf" - . ; )
cruelty to children and animals, and no substantial part of t@'interestin the proceeding. The court may dispense with-or ter

activitiesof such trustee or of suétaternal societyorder or asso Minatethe appointment of a guardian ad litem for such person if
ciationis carrying on propaganda or otherwise attempting to-infl'€"€is a legally competent person who is a party to the preceed
encelegislation, and such trustee or such fraternal soweter Nd and has a substantially identical interest in it.

or association does not participaie intervene in any political ~ HiSion: 1971 c. 661977 c. 4491983 a. 18%.329 (26)

. . . The decision to appoint a guardiad litem under sub. (2) is discretionary
campaignon behalf of any candidate for publidicé. McGuirev. McGuire,2003 WI App 44260 Ws. 2d 815660 N.W2d 30802-0390
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701.16 Testamentary trustees. (1) APPOINTMENTOFORIG- (am) The annual accounting requirements under@gao not
INAL TRUSTEE. (@) Trustee named inwill. A trustee who is named apply to corporate trustees or to corporttusteed those trust
or whose appointment is provided for in a will derives the autha@esor cotrustees agree, in their initial consent to act as trustees or
ity to carry out the trust from the will and assumes tifieeobf cotrustee®r in a subsequent filing with the register in probate for
trusteeupon the issuance of letterktrust by the court as providedthe county that has jurisdiction over the trust, to provide annual
in s.856.29 A trustee named in a will may renounce plesition accountsto all personsnterested, as defined in&51.21 who
by an instrument filed with the court having jurisdiction to admitequesthose accounts by writing to the trustee or cotrustee. Each
the will to probate. requests efective until the requester withdraws it or is no longer
(b) Other original trustee. If a testamentary trust is createch Person interested. A corporate trustee or cotrusteewitiay
which fails to name a trustee, or the named trustee refuseglf@wits agreement by notifying the appropriate register in probate
accept the position or predeceases the settlor and no alter@hits intent to do so.
trusteeis named in the will nor &fctive provision made for  (b) Except in the case of a testamentary charitable trust, the
appointmenbf an alternatérustee, the court shall appoint a suitcourtmay dispense with the requirementofannual accounting
able person as trustee. Letters of trust shall be issustdb where,due to the size or nature of the trpstperty the duration
trusteeas provided in $856.29 of the trust, the relationshigf the trustee to the beneficiaries or
(c) Special trustee. If it appears necessarhe court can oOther relevant factors, compliance with such requiremient
appointa special trustee until a regular trustea be appointed. unnecessargr unduly burdensome on the trustee. Whether or not
A special trustee malye appointed without notice and may b@n annual accountings required a beneficiary may petition the
removedwhenever the court so orderSuch special trustee shallcourt to require an accounting and the trustee may petition for
give such bond as the court requires and shall have such poviggrovalof the trustee’ accounts on a periodic basis.
asare conferred byhe order of appointment and set forth in any (c) Notwithstanding pars(a), (am) and (b) the courtmay
lettersof trust issued the special trustee. requirean accounting at any time.

(d) Foreign trustee. If a trustee is authorized to caoyt a trust (d) Notwithstanding s879.47 trusteesand cotrustees may
createdby will admitted to probate outsidiis state, but not also submitto courts accounts ife format that they normally use for
admittedto probate in this state, the foreign trustee may hawecountssubmitted tdeneficiaries under this subsection, if all of
recordedn the ofice of the register of deeds of a county in whiclthe information required by the court is included.

partof the subject matter of the trust is locatezketified copy of  (5) FinaL accounTing. A verified final account is required
theletters of trust and filed with the register of probate of the safionthe termination of a testamentaryst. Upon the petition of
countya statement appointing the register of probate in his or hg,rviving or successor trustee, a beneficiargersonal repre
official capacity the trustetesident agent for service of processsentativeof a deceased trustee or on its own motion, the court may
Thereafterthe trustee may exercise all powers and have all thgjer a verified account filedipon the death, resignation or
rights, remedies and defenses that the trustee would have if heQhovalof a testamentaryrustee. The court may require such

she received letters of trust frontiacuit court of this state. Ser proof of the correctness of a final accountitasonsiders neces
vice of process shall be complete upon delivery of duplicape 5 y.

iesto the register of probate, one of which copies the re_gister 0
probate shall promptly forward by registered mail toftireign tative of a deceased trusteshall be dischged from further

trustee. _ ) _._responsibilitywith respect to a testamentary trust until the court
(2) Bonb. Prior to the issuance of letters of trust to an Or'g'nﬁjsatisfied upon notice and hearing that the requirements of this
testamentaryrustee under sulil) or to a successor or addes  gection have been met and it has received satisfactory proof that
tamentarytrustee under §.01.17 (1) the court may require suchhe ryst propertyhas been turned over to a successor or special
trusteeto give a bond in accordance with 8f8and conditioned r;steeor, where the trust is terminated, distributedhe benefi

on the faithful performance of such trusteeluties. If a settlor  cjariesentitied to such propertyr turned over to a special trustee
directsthat a trustee serve without bond, the court shallefieet 15 gistribution.
to this direction unless it determines that a bond is required by @isiory: 1971 c. 661977 c. 4491979 c. 321987 a. 2201991 a. 316
changein the trustes personal circumstances sinceglecution  Cross-reference: See s223.12which contains requirements which must be met
of the settlors will. If the court requires a bond, and the trustdeeforea foreign corporate trustee is qualified to act in this state.

i i i i i ithi ~ Sees. 701.23 (1), which provides for the disgjeaof a trustee when a testamentary
nam%cliln the (\leIIffalIs toﬂfurnlsh the requ!redm?eogd V(\;Ithln AT 2 e another State.
sonableperiod of time after receiving notice O_n requ”_ce Evenduringa hearing on dischge, a trustes’duty to dirmatively represent the
ment, the court may remove the trustee named in the will apéheficiariesinterests by disclosing relevant information remains, and a breach of

in rtr nde761.17 N nd shall this duty leaves the disclg® open to attack. HammedFirst National Bank & flust
?g) ptﬁretci%fs;(iflfsisgor; usaeeb:nﬁesg%e bmmoatti)cc))nzgl Eaﬁkir? g C0.79 Ws. 20 355255 NW2d 555(1977)
a s L p .y i - g . A trustee has a duty to the trust beneficiaries to ensure that the personal representa

associatiorwhich is authorized to exercise trust powers and whighe transfers all property to which the trust is entitled. Even when the same person
has complied withs. 220.09 or 223.02 nor shall a bond be actsas trustee and personal representative, the trustee has a duty to enfordheclaims

requiredof a religious, charitable aducational corporation or wgtggsél%%aég%tw\e/\[g%rss%%e(\lcrterggserigagal)e. Old Republic SuretyEStier, 190
society. ' ' R '

(3) INVENTORY. A testamentary trustee shall make and file 201.17 Successor and added trustees. (1) APPOINT
verified inventory of all property received from the setfopef  menT oF SUCCESSORORADDED TRUSTEE. If there is a vacancy in the
sonalrepresentative or from any other source. office of trustee because of the death, resignatioerapval of a

(4) ANNUAL ACCOUNTING. (a) A testamentary trustee istrusteethe court may appoint a successor trustee unless the creat
requiredto make and file a verified account annually with thang instrument names or provides arfeefive methodfor
court, except as provided ipars.(am) and(b). If the trustee is appointinga successorUpon the death of a sole trustee, title to
accountingon a calendar—year basis, the court may not require the trust property does not pass to the trustpetsonal represen
trusteeto file the annual account prior &pril 15. Production of tative but to the successor named in or appointed pursudms to
securitiesand other assets for examinatiomag necessary upon termsof the creatingnstrument grin the case of a successor or
thefiling of an annual accouninless the court determines suclspecialtrustee appointed by the court, as provided in(&)b.The
productionis necessary to ascertain the correctoéss account courtmay in the exercise ofsound discretion appoint an addi
filed for a particular trust. In the case of a testamentary charitatitmal trustee if necessary for thetter administration of the trust,
trusta copy of the annual account filed with the court shall be fileshlessthe creating instrument expressly prohibitsh addition or
with the attorney general. providesan efective method for appointing an additional trustee.

(6) DiscHARGE. No testamentary trustee or personal represen
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Subjectto s.701.16 (2) a successor or added testamentary trustee(2) COURT AUTHORIZATION OF ADMINISTRATIVE ACTION. (@) In
shallbe issued letters of trust, at that trugteeguest. the absence of contrary or limiting provisions in the creating
(2) APPOINTMENTOE SPECIALTRUSTEE. If it appears necessary instrumgntjn any case where it is fOI’ the best interests of the trust,
the court may appoint a special trustewil a successor trustee carPh application of the trustee other interested person, the court
be appointed grwhere a trust has terminated, to distribute tH8ay upon notice and hearing authorize or require a trustee to sell,
assets.A special trustee may be appointed without notice and miprtgagejease or otherwise dispose of trust property upon such
be removed whenever the court so orders. Such special trug@&sand conditions as the court deems just and proper
shallgive such bond as the court requires and shall haymotie (b) Despite contrary or limiting provisions in the creating
ersconferred by the order of appointment aedforth in any let instrument,upon application of a trustee or other interested per
tersof trust issued the special trustee. son, a court may upon notice and hearing order the retention,

(3) POWERS OF SUCCESSOROR ADDED TRUSTEE. Unless investmentreinvestment, sale, mortgage, lease or adispost
expresslyprohibited in thecreating instrument, all powers con tion of trust property if the court satisfied that the original pur
ferredupon the trustee by such instrument attach to fieeafnd Poseof the settlor cannot be carried out, substantially performed
areexercisable by the trustee holding thiicef or practically achieved for any reason existing at the incepfion

(4) POWERSOF COTRUSTEES. If one of several trusteeties, thetrust or arising from any subsequehtinge in circumstances

resignsor is removed, the remaining trustees shall have all righ?s?dttﬂe rg_tenno_?_, |nv?,§[]ment, re|tnvestment, slale, mortgage, lease
title and powers of all the original trustees. If the credtisgu  ©' Other disposition of the property more nearly approxinttes

mentmanifests an intent that a successor trustee be appointeﬁeltt'jlor sintention. I
fill a vacancythe remaining trustees may exercise the powers of (¢) Unless authorized in thegeating instrument, a trustee may

all the original trustees until such time as a successor is appoinfd be interested asparchasemortgagee or lessee of trust prop
ety unless such purchase, mortgage or lease is made with the writ

VESTINGOFTITLE. A ial or r trustee is vest o .
() SPecia Of SUCCEsSar TUS'ee 1S ves egen consent of all beneficiaries or with the approval ofdbert

with the title of the originalrusteeand an added trustee become " d heari A tati f 2 benefici
ajoint tenant with the existing trustee in all trust propefijpe UPoNNotice and hearing. A representative of a beneficiarger
$y/01.15 may give written consent for such beneficiary

courtmay order a trustee who resigns, is removed or is joined TeE
an added trustee to executach documents transferring title to ~ (d) A trustee may not sell individually owned assets tdrthst

trustproperty as may be appropriate to facilitate administration @plessthe sale is authorized in the creating instrument, made with
thetrust or may itself transfer title. thewritten consent of all beneficiaries or made with the approval

History: 1971 c. 661991 a. 316 of the court upon notice and hearing.

(3) WHEN MANDATORY POWER DEEMED DISCRETIONARY. If @
701.18 Resignation and removal of trustees. (1) ResiG- creatinginstrument expressly or by implication directs a trustee
NATION. A trustee may resign in accordance with the terms of ttesell trust property and such property has not been sold for
creatinginstrument or petition the court to accept the trust@s  periodof 25 years after the creation of the trust, such direction to
ignationand the court mayipon notice and hearing, disofathe thetrustee shall be deemed a discretionary power of sale.
trusteefrom further responsibility for the trust upon suehms (4) CONTINUATION OF BUSINESSBY COURTORDER. (am) In the
andconditions as are necessary to proteetrights of the benefi apsencef contrary or limiting provisions in the creatiimgtru-
ciaries and any cotrustee. In no evemlla testamentary trusteement, the circuit court maywhere it is in the best interests of the
bedischaged from further responsibilityxcept as provided in s. tryst, order the trustee to continue any business of a decsesed
701.16(6). tlor. The order may be issued without notice and hearingein

(2) RemovaL. A trustee maye removed in accordance withcourt’s discretion and, in any case, may provide:

theterms of the creating instrumesitthe court mayupon its own 1. Forconduct of the business solely by the trustee, jointly
motionor upon a petition by a beneficiary or cotrustee, and up@fith one or more of the settlsrsurviving partners or as a corpora
noticeand hearing, remove a trustee who fails to comply with th@n or limited liability company to be formed by the trustee;
requirementsf this chapter or a court order who is otherwise 5 * Ag hetween the trust and the trustee, the extent of liability
unsuitable to continue infage. In no event shall a testamentary ¢ s st and the extent of the personal liability of the trustee for
trusteebe dischaged from further responsibilitgxcept as pro gpjigationsincurred in the continuation of the business;

videdin s.701.16 (6 - R
History: 1971 c. 661(99)1 a 316 3. As between beneficiaries, the extent to which liabilities

Trusteesof an employees’ profit-sharing plan whre also beneficiaries may not incurredin the continuation of the business are to begdable

be removed simply because otheeneficiaries have lost confidence in them orsolelyto a part of thérust property set aside for use in the business
becausehey personally benefit in a minor way frawenial of benefits to a partici .
pant. Zimmermann vBrennan56 Ws. 2d 623202 N.W2d 923(1973). or to the trust as a whole; and

Althoughthe will creating the trust provided that the trustee could resign without 4. For the perioaf time for which the business may be con

courtapproval, filing a petition for the appointment of a successor and approvaldfictedand any other conditions, restrictions, regulations, require
accountsnvoked court jurisdiction and required the exercise of discretion regardi

thetrustees resignation. Matter of Sherman B. Smith FamilysT,167 Ws. 2d196 Mentsand a.Uth.OI’IZE?tIOnS as the court orders. y
4812_'2\|é:/t\£.]'25d513§'(ocnt.aﬁgp.Slrzang. ing trustee for cause does not prevent removal (e) NOthmg in this subsection shall be ConStruerqﬂmng

I I W VI u u: Vi Vi B B H H H H
atrustee under s. 701.12 with the approval of the settlor and all beneficiaifiesit OétrUStee to Ilqwdate a busmess, 'r!CIU_d'n_g a busmes_s oper_ated as
showingcause. Winbeger v Bowen,2000 WI App 264240 Ws. 2d 55622  a closely held corporation, when liquidating the business is not

N.W.2d 471, 00-0903 requiredby the creating instrument or other applicable law

(4m) CONTINUATION OF BUSINESSBY DIRECTION OF SETTLOR.

701.19 Powers of rustees. (1) POWERTOSELLMORTGAGE ¢ yhe settlor directs retention of a business that is amorgutie

OoRLEASE. In the absence of contrary or limiting provisions in thgssetqn the trust document or by other written means, a trustee
creating instrument, in the court order appointing a rust@®a 1\, retain that business during the settiolifetime without
subsequentrder a trustee has complete power to sell, mortgagﬁsb”ity

or lease trust property without notice, hearing or ordetrustee
hasno power to give warranties in a sale, mortgage or lease whicH>). FORMATION OFBUSINESSENTITY. In the absence abntrary

are binding on thetrustee personally In this section “sale” Of limiting provisions in the creating instrument:

includesan option or agreement to transfer for cash or on credit, (2) The court may by order authorize a trustee to become-a part
exchangepartition or settlement af title dispute; this definition nerunder ch178or179and transfer trust property to the partner

is intended to broaden rather than limit the meanintsale”.  shipin return for a partnership interest.

“Mortgage” means any agreement or arrangement in which trust(aL) The court may by order authorize a trustee to become a
propertyis used as security memberof a limited liability companyinder ch183and transfer
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trustproperty to the limited liability company in return foran ewn 3. The person is the spouse, wid@vwidowerof the settlor
ershipinterest. of the trust, and a marital deduction has beléawed for federal
(b) The court may by order authorize a trustee ¢gmwoize a gift or estate tax purposes with respect to the trust property that is
corporation for any purpose permitted by &80, subscribe for subjectto the power
sharesof such corporation and transfer trust property to such cor 4. The creating instrument negates the application ofgar
porationin payment for the shares subscribed. with respect tdhe power or indicates that provisions that are-simi
(c) Thecourt may by order authorize a trustee to form a eorpl@r to par (a) do not apply
rationfor any purpose permitted by ct81 (d) Sectiori701.24 (3)governs the applicability of this statute.

(d) An order under this subsection may in the cewfiscretion  (11) ProTECTIONOF3RDPARTIES. With respect to a 3rd person
beissued without notice and hearing. dealingwith a trusteeor assisting a trustee in the conduct of a

(6) REGISTRATION OF SECURITIESIN NOMINEE. Unless prohib transactionthe existence of trust power and its proper exercise by
ited in the creating instrument, a trustee may register securitieshie trustee may be assumed without inquirige 3rd person is not
the name of a nominee. boundto inquire whether the trustee has power to actmoigerly

(7) PrOXY VOTING OF sTock. Unless the creatingstrument €xercisingthe power; and a 3rd person, without actual knowledge
containsan express prohibition or specifies thanner in which thatthe trustee is exceeding the trustggwers or improperly
thetrustee is to vote stock in a corporation or certificates of benefkercisingthem, is fully protected in dealing with the trustee as if
cial interest in an investment trust, the trustee may vote such stk trustee possessed and properly exercised the pdhers
or certificates by general or limited prowyith or without power trusteepurports to exercise. A 3rd person is not bound to assure
of substitution. the proper application of trust property paid or delivered to the

(8) PLATTING LAND. In the absence of contrary or limiting pro truHs_tee. 1971 6. 661579 0. 175,50 1991 a. S161993 a. 12, 160 486 1995
i H : H istory: C. C. .50; a. a. 12, ), )
visionsin the crealltlnlg mstrl;‘r_nﬁr)t, the c?ukr‘t may by pr:]iiﬁhe 2,336 1909 &, 853005 &, 216253
rize a trustee to plat and which is part of the trust, either ajlone Cross—reference: See s112.01 the Uniform Fiduciaries Act on protection of
togethemwith other owners of such real estate. In such platting tthed parties.
trusteemust comply with the same statutes, ordinances, rules an@ftos;-fefffehceiﬁfie s112.02 which provides for suspending powers of a testa
: H H H mentarytrustee in military service.
reQU|at|0nSNh|Ch apply toa p_erson WhO_ IS pIattmg WSOT‘S, Cross—reference: Chaptei881and s223.055contain limitations on investments
ownland. The order under this subsection may in the sodie’  py trustees.
cretionbe issued without notice and hearing. The loss of future profit to an estate through the disposal of a parcel is damage
P chargeabléo the trustee or personal representative only if the parcel was not needed
(9) .‘blN.T TRUSTEES'.(a) .ln theabsence of contrary or I|m_|t|ng for liquidity. In re Estate of Meistef1 Wis. 2d 581239 N.W2d 52(1976).
provisionsin the creating |ns_trument, any _powe_r vested in 3 orFiduciary and estate liability in contract and in tort. Dubis, 55 MLR 297.
moretrustees may be exercised by a majorifhis paragraph
shallnot apply to living trusts created prior to July 1, 1971, or tgn1 20 Principal and income. (2) DeriNiTIONS. In this see
testamentaryrusts contained in wills executed or last republishggn:

prior to that date. L . , (a) “Accounting period” means @alendar yeaunless a fidu
_ (b) Atrustee who has not joined in exercising a power is NQhry selects another 12-month period, and includes a portion of
liable to an afected person for the consequences of the exerciggalendar year or other 12-month period that begins when an
unlessthe trustednas failed to dischge the trustee’duty to par incomeinterest begins or that ends when an income interest.

ticipatein theadministration of the trust. A dissenting trustee is B o L
notpliable for theconsequencesf an act in which the (?issenting. (b) “Beneficiary” means a person who has a beneficial interest

trusteejoins at the direction ahe majority of the trustees if the " ta ttrustr?r_ anlesta;te angdlgclu_desthe dca_ls?hof a decide;nt X
dissentingtrustees dissent is expressed in writitg the other ESIAEAN NEIra legatee, ana devisee and, In the case of a trust,

trusteesat or before the time of the joinder anincome beneficiary and a remainder beneficiary

(10) RESTRICTIONON EXERCISEOFPOWERS. (a) Exceptaspro _(€) ‘Fiduciary” means a personal representative or a trustee
videdin par (c), a person may not exercise asfithe following andincludes an executaadministratgrsuccessor personal repre

powersconferred upon him or her in his or her capacity as trust§ntative, special administratand a person performing substan

1. The power to make discretionary distributions of trust prirtlIaIIy the same function as any of those.

cipal orincome if the distributions are to himself or herself or for (d) “Income” means money or property that a fiduciary
the dischage of his or her legal obligations. receives as current return from a princigeiset. “Income
2. The power to make discretionary allocations of receiptsI ludesa portion of receipts from a sale, exchangdiaidation

expensesis between principal and incoifighe allocations are in a pr‘|‘n0|pal asset, t.o.the”extent provided in Sm“‘? (24).
his or her favor (e) “Income beneficiary” means a person to whomimedme

(b) If a power under pafa) is conferred upon more than oneOf atrustis or may be payable. ) ) o
personas trustee, person who is not disqualified to act under par (f) “Income interest” means the right of an income beneficiary
(a) may exercis¢he power for the benefit of the person who is did0 receive allor part of net income, whether the terms of the trust
qualifiedto act, unless the creating instrument expresslyides requireit to beo!lstrlbuted or authorize it to be distributed in the
otherwise. A special trustee appointed by a court may exercisdrtistee’sdiscretion.
powerunder par(a) for the benefit of the disqualified personifno (g) “Mandatory income interest” means the right of an income
othertrustee is qualified to exercise the power beneficiaryto receive net income that the terms of the trust require

(c) Paragrapka) does not apply if any of the following appliesthe fiduciary to distribute.

1. The person is also the settlor of the trust,thedrust may ~ (h) “Net income” means the total receipifocated to income
berevoked or amended by the settlor duringanaccounting period, minus the disbursements made from
2. The terms of the creating instrument specifically litné |_ncomedur|ng t_he period, plus or minus transfers under this sec
scopeof the power to expenditures and distributions of income #pn to or from income during the period.
principal on the basis of an ascertainable standard relating to the(i) “Person” means an individual; corporation; business trust;
person’shealth, maintenance, support, or education such that gsgatetrust; partnership; limitetlability company; association;
person wouldchot be subject to tax under sectvlor25140f joint venture;government; governmental subdivision, ageocy
the Internal Revenu€ode as a result of having or exercising thimstrumentality;public corporation; or any other legal or comimer
power. cial entity.
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(i) “Principal” means property held in trust for distribution tandintangible personal propertgr real property; the extent to
aremainder beneficiary when the trust terminates or property helich anasset is used by a beneficiary; and whether an asset was

in trust in perpetuity purchasedy the trustee or received from the settlor
(k) “Remainder beneficiary” means a person entitled 6. The net amount allocated to income under the other subsec
receiveprincipal when an income interest ends. tionsof this section and the increase or decrease walbe of the
(L) “Sui juris beneficiary” means a beneficiary not under Brincipal assets, which the trustee megtimate in the case of
legal disability The term includes all of the following: assetdor which market values are not readily available.
1. A Court—appointed guardian of a beneﬁcim is adjud.i 7. Whether and. to what gxtgnt the terofishe trqst giVe the
catedincompetent. trusteethe power to invade principal or accumulate income or pro

hibit the trustee from invading principal or accumulating income,
andthe extent to which the trustee has exercised a power from
time to time to invade principal or accumulate income.

8. The actual and anticipatedeft of economiconditions

p » . . . on principal and income andfetts of inflation and deflation.

(m) “Terms of a trust” means the manifestatiorthefintent of . .
asettlor or decedent with respect to a trust, expressed in a manne’’: 1he anticipated tax consequences of an adjustment.
thatadmits of its proof in a judicial proceeding, whether by written (€) A trustee may not make an adjustment:
or spoken words or by conduct. 1. If possessing or exercising the power to make an adjust

(n) “Trustee” includes an original, additional, or success#entwould disqualify an estate tax gift tax marital or charitable
trusteewhether or not appointed or confirmed by a court. ~ deductionin whole or in part.

(3) FIDUCIARY DUTIES; GENERAL PRINCIPLES. (a) In a”ocating 2. That _reduces the actuarial value of the income interest in
receiptsand disbursements to income or principal or betweetrust to which a person transfers property with the intent te qual
incomeand principal, and with respect to any matter within thé& for a gift tax exclusion.
scopeof subs(5) to (9), a fiduciary: 3. That changes the amount payable to a beneficiary as a fixed

1. Shall first administer a trust or estategrordance with the annuityor a fixed fraction of the value of the trust assets.
termsof thetrust or the will, even if there is a fiifent provision 4. From any amount that frermanently set aside for charita
in this section. ble purposes under a will ¢ne terms of a trust and for which an

2. May administer a trust or estate by the exercise of a discgstatetax or gift tax charitable deduction has been taken unless
tionary powerof administration given to the fiduciary by the term&othincome and principal are so set aside.
of the trust or the will, even if thexercise of the power produces 5. If possessing or exercising the power to make an adjust
aresult diferent from a result requirent permitted by this sec mentcauses an individual to be treated as the owner of all or part
tion. of the trust for income tax purposes, and the individual would not

3. Shall administer a trust or estate in accordance with tiigtreated as the owner if the trustee wiid possess the power to
sectionif the terms of the trust or the will do not contain &edént Makean adjustment.
provision or do not give thdiduciary a discretionary power of 6. If possessing or exercising the power to make an adjust
administration. mentcauses all or part of the trust assets tmbleided for estate

4. Shall add a receipt or clyara disbursement to principal totax purposes in the estate of an individual ancaeets would not
the extent that the terms of the trust and this section dprogide e included in the estate of the individual if the trustee did net pos
arule for allocating the receipt or disbursemamprincipal or Sessthe power to make an adjustment.
incomeor between principal and income. 7. If the trustee is a beneficiary of the trust.

(b) In exercising the power to adjustder sub(4) (a)or a dis 8. If the trust has been converted under §p) to a unitrust.

cretionarypower of administration regarding a matter within the 9. |f the trust is an express unitrust, as defined in@jib(a)
scopeof this section, whether granted by the terms of a trust, ay) |t par (c) 5, 6., or 7. applies to a trustee and thererisre
will, or this section, a fiduciary shall administer a trust or estaie none trustee, ;:tcbtrustee to whom the provision does not apply

impartially, based on what is fair and reasonable to all of the-be make th iustmentl he terms of the tr not-per
ficiaries, except to the extent that the terms of the trust or the v\may ake the adjustmennless the terms of the trust do not-pe

: h ) = it the exercise of the power by that cotrustee.
clearly manifest an intention that the fiduciary shall or may favor A trust leaghe enti ferred b
oneor more of the beneficiaries. A determination in accordance () A trustee may releaske entire power conferred by pia)

with this section is presumed to fair and reasonable to all of the®! May release only the power to adjust frimeome to principal
beneficiaries. or the power to adjust from principal tecome if the trustee is

N T i A trust diust uncertainabout whether possessing or exercising the power will
(4) TRUSTEE'SPOWERTO ADJUST. (@) A trustee may adjust o seq result described in p4c) 1.t0 6. or if the trustee deter
betweerprincipal and income to the extahe trustee considers y,inaqthat possessing or exercising the power will or derive
necessaryf the trustee investsnd manages trust assets as a Prife st of a tax benefit or impose a tax burden not described in
dent investarthe terms of the trust describe the amount that m

or must be distributed to a beneficiary by referring to the tus n%:rlég)mng %éﬁlgda Srﬁerggalrgg E;rtrﬁg Ti?: tc)?rgfr? ﬁ]edci\lf;gﬂgf.emd’
income,and the trustedetermines, after applying the rules in sub. (f) Terms of a trust that limit the power of a trustee to make an

(3) (a) that the trustee is unable to comply with b (b). djustmentbetween principal and income do nofeaf the

(b) In deciding whether and to what extent to exercise t@%plicationof this subsection unlessis clear from the terms of

powerconferred by pa(a), a trustee shall consider all factors feleyn e 1,5 that theerms are intended to deny the trustee the power
vantto the trust and its beneficiaries, including the following fag adjustment conferred by p&a).

torsio t_lr_f extent they are relevzmt. d durati f th (4c) NOTICE TO BENEFICIARIES OF PROPOSEDACTION. (b) A
- The nature, purpose, and expected duration of the trusf,steemay but is not required to, obtain approval of a proposed

2. An agent for an incapacitated beneficiary

3. A court—appointed guardian ofainor beneficiarg estate
or, if there is no court—appointed guardian, the parenthef
minor beneficiary

2. The intent of the settlor actionunder sub(4) (a) by providing a writtemotice that com

3. The identity and circumstances of the beneficiaries.  plieswith all of the following:

4. The needs for liquidityregularity of income, angreserva 1. Is given at least 30 days before the propodedtafe date
tion and appreciation of capital. of the proposed action.

5. The assets held in the trust; the extent to which they consist 2. Is given in the manner provided in @V9, except that
of financial assets, interests in closely held enterprises, tangibtgice by publication is not required.
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3. Is given to albui juris beneficiaries who are any of the fol ~ a. The trustee dreneficiaryhas provided notice under sub.

lowing: (4c) of the intention to request the court to convert the trust to a
a. Income beneficiaries currently eligible to receive incominitrust, and thenotice advises how the unitrust will operate,
from the trust. including the fixed percentage under g@) 1.and any other ini

b. Eligible to receive, if no powers of appointment were exefid! déterminations under pgc) 4.that will be requested.
cised,income from the trust if the interest of all of those eligible b. The court determines that the conversion to a unitrust will
to receive income under sulfil.a.were to terminate immediately enablethe trustee to better carry out the purposes of the trust.
beforethe giving of notice. (b) In deciding whether to convert the trust to a unitrust under

c. A recipient, if no powers of appointment weneercised, par.(a) 1, the trustee shall consider all relevant factors under sub.
of a distribution of principal if the trust were to terminate immed(4) (b) 1.t0 9.

ately before the giving of the notice. (c) 1. Ifatrustis converted to a unitrust under this subsection
4. States that it igiven in accordance with this subsection anBly the trustee or a court, notwithstanding €8p(a) 1.and4. and

discloseghe following information: s.701.21 (4)the trustee shall make distributions in accordance
a. The identification of the trustee. with the creating instrument, except that any reference in the

o ; creatinginstrument to “income” means a fixpércentage of the
b. A de§ C”pF'O_” of the propose.d' action. . net fair market value of the unitrustissetswhether such assets
¢. The timewithin which a beneficiary may object to the pro ghenwisewould be considered income or principal under this sec

posedaction, whictshall be at least 30 days after the giving of thgon averaged over a precedipgriod determined by the trustee,

notice. . o ~whichis at least 3 years but not more than 5 years, or the period
d. The efective date of the proposed action if no objecton sincethe original trust was created, whichever is less.

receivedfrom any beneficiary within the time specified in subd. 5 5 Subject to sub@. b, if the trustis converted to a unitrust

4.c. ) ) ) _underpar (a) 1, the trustee shall determine the fixeetcentage
(c) If atrustee gives notice of a proposed action under this sebbe applied under subil., and thenotice under pafa) 1. b.must
section the trustee is not required to give notice to a suipeie  statethe fixed percentage. If the trust is convertt®d unitrust

ficiary who consents to the proposed action in writihgny time  ynderpar (a) 2, the court shall determine the fixed percentage
beforeor after the proposed action is taken. be applied under subd.

(d) A suijuris beneficiary may object the proposed action b Any fixed percentagender subdi. that is determined by
by giving a written objection to the trustee witltive time speei  a trustee may not be less thaupercent nor more than 5 percent.

fied in the notice under pa) 4. c. 3. After a trust is converted to a unitrust, the trustee sy

(e) Atrustee may decide not to take a proposed action after & to the notice requirement under s(#x) and with the consent
trusteereceives a written objection to theoposed action or at any of every sui juris beneficiarglo any of the following:

othertime for any other reason. In that case, the trustee shall givea Convert the unitrusback to the original trust under the
written notice to the sui juris beneficiaries of the decision not @eatinginstrument

takethe proposed act!on. . I . b. Change the fixed percentage under subdsubject to
(f) If atrustee receives a written objection to a proposed actighyq2. b

within thetime specified in the notice under pén) 4. c, either ) .

the trustee or the beneficiary making theitten objection may . 4- Afteratrustis converted to a unitrust, a trustee may-deter
petitionthe court to have the proposeetion approved, modified, Mineor change any of the following:

or prohibited. In theourt proceeding, the beneficiary objecting a. The frequency of distributions during the year

to the proposed action has the burden of proving that the proposedb. Standards for prorating a distribution for a short year in
actionshouldbe modified or prohibited. A beneficiary who didwhich a beneficiarg right to payments commences or ceases.
not make the writteobjection may oppose the proposed actionin ¢ The efect on the valuation of the unitrustissets of other
the court proceeding. paymentsrom, or contributions to, the unitrust.

(g) For purposes of this subsection, a proposed action under 4, How and how frequentlyto value the unitrust assets.
sub.(4) includes a course of action or a decisiontadéke action e. The valuation dates to use.

d b.(4).
undersub.(4) f. Whether to omit from the calculation of the vadii¢he uni

(4g) CONVERSIONTO UNITRUST. (@) Subject to pafd), a trust ; . . ; :
may be converted to a unitrust in any of the following ways: glésetr? ea;isis';ymtrust property occupied by or in the possession of

1. By the trustee, at his or her own discretion or atéheest g. The averaging under subil. to a diferent preceding

of a beneficiaryif all of the following apply: period,which is at least 3 years but not more than 5 years.

a. The trustee determines thhe conversion will enable the -
trusteeto better carry out the purposes of the trust. e ShiﬁSZtOther matters necessary for the proper functioning of

b. The trustee provides notice in the same mannarcased 5. The trustee may not deduct from a unitrust distribution

in sub.(4c) (b)of the trustees intention to convert the trust to a - :
unitrusg, azl(g 2henotice advises how the unitrust will operateexpensemat would be deducted from income if the trust were not

including the fixed percentage under g@) 1.and any other ini aunitrust. ) ) N
tial determinations under p4c) 4.that the trustee intends tofol 6. Unless otherwise provided by the creating instrument, the

low. unitrustdistribution is considered to have been paid from the fol
c. There is at least one sui juris beneficiary urstéx(4c) (b) lowing sou.rces in the orde.r of prlorlty: )

3.a. and at |east one Other Sui juris beneficiary under(gub)(b) a. Net Income, detel’mlned as |f the trust were not a unitrust.

3.b.orc. b. Ordinary income for federal income tax purposes that is not
d. Every sui jurisbeneficiary consents to the conversion to Betincome under sub@. a.

unitrustin a writing delivered to the trustee. c. Net realized short-term capital gains for federal income tax
e. Theterms of the trust describe the amount that may or mit'POSes.

be distributed by referring to the trust income. d. Net realized long-term capital gain for federal income tax
2. By a court on the petition of the trustee or a beneficifary PUrposes.

all of the following apply: e. Principal.
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7. A court mayon the petition of the trustee or a benefigiary 2. Distribution of such a fixed percentage unitrust amofint

do any of the following: notless than 3 percent nor more than 5 percent is a distribution of
a. Change the fixed percentage that was determined und@éof the income of the unitrust and is an income interest.
subd.2. by the trustee or by a prior court order 3. Such a distribution of a fixed percentage of not less than 3

b. If necessary to preserve a tax benefit, provide ébsteibu-  percent nor more than 5 percent is a reasonable apportionment
tion of net incomedetermined as if the trust were not a unitrusthe total return of the trust.

that exceeds the unitrust distribution. 4. Atrust that provides for a fixed annual percentage payout
c. Average the valuation of thenitrusts assets over a periodin excess of 5 percent per year of the net fair market value of the

otherthan that specified in subdi. trustis considered to be a 5 percent express unitrust, paying out
d. Require the unitrust to be converted back todttiginal all of the income of the unitrusand to have paid out principal of

trustunder the creating instrument. thetrust to the extent that thixed percentage payout exceeds 5

8. Conversion to a unitrust under this subsection does r%etrcent peryear

affectaprovision in the creating instrument that directs or autho - The goveming instrument may grant discretion to the

rizesthe trustee to distribute principal or that authorizes a benéft!Stéeto adopt econsistent practice of treating capital gains as
ciary to withdraw a portion or all of the principal. partof the unitrust distributiorto the extent that the unitrust dis

. Lt %)ution exceeds the income determined as if the trust watre
a u(noilzruls't i?\ ;:]l;s(t)fn:ﬁg fnocl)ltot\:ﬁn%oggglritg :l under this subsecﬂoné nitrust, or it may specifthe ordering of such classes of income.

o o o 6. Unless the terms of the trust specifically provide otherwise,
siona' The creating instrument specifically prohibits the CONVEL distribution of the unitrust amount is considered to have been

madefrom the following sources ithe following order of prier

b. Payment of the unitrust distribution will change the amoqu,:
{)h%y\?;lféoo? t?]znterﬂglta;gsﬁsa fixed annuity or a fixed fraction o a. Net income determined as if the trust were not a unitrust.

¢. The unitrust distribution will benade from any amount that b. Ordinary income for federal income tax purposes that is not

is permanently set aside for charitable purposes under the crea'ﬁﬁ'dncome U“E’ef subé. a. ) ) .
instrumentand for which an estate or giétx charitable deduction €. Net realized short-term capital gains for federal income tax
hasbeen taken, unless both income and principal are so set adiéP0Ses.
d. Converting to a unitrust will cause an individual to be d- Netrealized long-term capital gains federal income tax
treatedas the owner of all or part of the trust for income tax puPUrposes.
poses and the individual would not be treated as the owner if the e. Principal.
trustwere not converted. 7. The trust document may provide that assets used by the
e. Converting to a unitrust will cause all or a part of the trustustbeneficiary such as a residence or tangible personal property
assetdo be subject testate or gift tax with respect to an individuaimay be excluded from the net fair market value for computing the
andthe trust assets would not be subject to estate or giftitax unitrustamount. Such use may be considered equivaleheto
respecto the individual if the trust were not converted. incomeor unitrust amount.

f. Converting to a unitrust will result in the disallowance of 8. In the absence of contrary provisions in the governing doc
anestate or gift tax marital deduction thetuld be allowed if the umentof an express unitrust, tipeovisions of sub4g) (c) 1, 4.,
trustwere not converted. and5. apply

g. Atrustee is a beneficiary of the trust. (4k) POWER TO TREAT CAPITAL GAINS AS PART OF A DISTRIBU-

2. Notwithstanding subd.,, if a trust may not be convertedTION. Unless prohibited by the governing instrument, a trustee
to a unitrust solely because sulid.g. applies to a trustee, amaycause gains from the sale or exchaofgeust assets, as deter
cotrusteejf any to whom subdl. g.does not apply may convertmined for federal income tax purposes, to toeed for federal
the trust to a unitrust under pda) 1, unless prohibited by the incometax purposes as past a distribution of income that has
creatinginstrument, or a court may convert the trust tmrust beenincreased by an adjustmeram principal to income under
underpar (a) 2.on the petition of a trustee or beneficiary sub.(4), of a unitrust distribution, of a fixed annuistribution,

(e) A trustee may release the power confebyggar (a) 1.if O of a principal distribution to a beneficiary
thetrustee is uncertain about whether possessing or exercising thé4m) JUDICIAL REVIEW OF DISCRETIONARYPOWER. () Nothing
powerwill cause a result described in pé) 1. b.tof. or if the in this section creates a duty to make an adjustment undg#sub.
trusteedetermines that possessing or exercising the power will@rto convert a trust to a unitrust under sdig). Unless it deter
may deprive the trust of a tax benefitiotpose a tax burden not minesthat the decision to malen adjustment or to convert to a
describedn par(d) 1. The release may be permanent or for a-spaghitrustwas arabuse of the fiduciarg'discretion, a court may not
ified period, including a period measured by the life of an indivigrrantrelief from any decision a fiduciary makes regarding the
ual. exerciseof a discretionary power conferred by s(¢b.or (49).

(4j) ExPrRESSUNITRUSTS. (a) In thissubsection “express uni  (am) An action taken under sufgt) or (4g) is not an abuse of
trust” meansany trust that by its governing instrument requires tr&fiduciary’s discretion if the fiduciary gave writtemotice of the
distributionat least annually of a unitrust amount equal to a fixgrtoposedaction under sul§4c) and did not receive a timely wit
percentagef the net fair market value of the trgstissets, valued tenobjection to the notice. It is not an abuse of discretion not to
atleast annuallyother than a trust solely for charitable purposesxercisethe power to adjust under si#) or to convert under sub.
or a charitable split-interest trust under sec6d (d) or170(f)  (49).

(2) (B) of the Internal Revenue Code. (b) A fiduciary’s decision is not an abuse of discretion merely
(b) The following apply to an express unitrust: becausehe court would have ex_ercised the power in fediht
1. To the extent not otherwise provided for in the governinganneror would not have exercised the power
instrumentthe unitrust amount of not less than 3 percentmae (c) If the court determines that a fiduciary has abused the fidu

than5 percent may be determined by reference to the net fair n@ary’s discretion the remedy shall be to restore the income and
ket value of the trust assets averaged over a precegiedod remainderbeneficiaries to the positions that they woulave
determinedby the trustee, which is at least 3 years but not moosecupiedhad the discretion not been abused, accotditige fot
than5 years. lowing rules:
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1. To the extent that th@buse of discretion has resulted in n@rincipalto the extent that net incoreinsuficient. For purposes
distributionto a beneficiary or in a distribution that is too smallpf this paragraph, the deferred marital property elective share
the court shall order the fiduciary to distribute from thest to the amountelected by a surviving spouse undeB&81.02 (1)is a
beneficiaryan amount that the court determines will restbhee  bequesbf a specific amount of money not determined by apecu
beneficiary,in whole or in part, to the beneficiasyappropriate niary formula.
position. (d) A fiduciary shall distribute the net income remainafigr

2. Tothe extent that the abuse of discretion has resulted idiatributionsrequired by pai(c) in the manner described in sub.
distributionto a beneficiary that is too @&, the court shall place (6) to all other beneficiaries, including a beneficiary who receives
the beneficiaries, the trust, or both, in whole or in parthieir apecuniary amount determined by a pecuniary formula.
appropriatepositions by ordering the fiduciary to withhold an (e) A fiduciary may not reduce principal or incomezeipts
amountfrom one or more future distributios the beneficiary from property described in pga) because i payment described
who received the distribution that was togglaiorby ordering that in sub.(25) or (26) to the extent that the will, the termfthe trust,
beneficiaryto return some or all of the distribution to the trust. or applicable law requires the fiduciary to make the payment from

3. To the extent that the court is unable, after applying subdssetsother than the property or the extent that the fiduciary
1. and2., to place the beneficiaries, the trumtpoth in the posi recoversor expects to recover the payment from a 3rd pdrhe
tions that they woulchave occupied had the discretion not beemet income andprincipal receipts from the property are deter
abusedthe court mayorder the fiduciary to pay an appropriatenined by including all of the amounts the fiduciary receives or
amountfrom its own funds to one or more of the beneficiaries, tigyswith respect to the propertwhether those amounts accrued
trust, or both. or became due before, on, or after tlte of a decedentteath

(d) Upon petition by the fiduciarghe court having jurisdiction OF &n income interestterminating event, and loyaking a reasen
overa trust shall determine whether a proposed exercise or-norfieprovision for amounts that the fiduciary believes the estate
erciseby the fiduciary ofa discretionary power conferred undeferminatingincome interest may become obligated to pay after the
this section will result in an abuse tfe fiduciarys discretion. Propertyis distributed.

The petition must describe the proposed exercise or nonexercisg6) DISTRIBUTION TO RESIDUARY AND REMAINDER BENEFICIA-

of the power and contain digient information to informthe RIES. (&) Each beneficiary described in s(#.(d)is entitled to
beneficiariesof the reasons for the proposal, the facts upon whitgceivea portion of the net income equal to the beneficdigc

the fiduciary relies, and an explanation of how the income aitiénal interest inundistributed principal assets, using values as of
remaindembeneficiaries will be &cted by the proposed exercisghe distribution date. If a fiduciary makes mahan one distribu

or nonexercise of the poweA beneficiarywho challenges the tion of assets to beneficiaries to whom this subsection applies,
proposedexercise or nonexercise of the power has the burdenesichbeneficiary including one who does not receive part of the
establishinghat it will result in an abuse of discretion. distribution, is entitled, aof each distribution date, to the net

(5) DETERMINATION AND DISTRIBUTION OF NET INCOME. In the ~ incomethe fiduciary has received after the datelth or termi

caseof an estate of a decedent or after an income interest in a thgingevent or earlier distribution dabeit has not distributed as
ends the following rules apply: of the current distribution date.

(a) A fiduciary of an estate or oftarminating income interest () In determining a beneficias/share of net income, the-fol
shall determine the amount of net income and net princip@Wing rules apply:
receiptsreceived from property specifically given to a beneficiary 1. The beneficiarys entitled to receive a portion of the net
underthe rules in subg7) to (30) that apply to trustees and theincomeequal to the beneficiaiyfractional interest in the undis
rulesin par (e). The fiduciary shall distribute the net incoared  tributedprincipal assets immediately before the distributate,
netprincipal receipts to the beneficiary who is to receive the spgacluding assets that later may beld to meet principal obliga
cific property tions.

(b) A fiduciary shalldetermine the remaining net income of a 2. The beneficiaryg fractional interest in the undistributed
decedent estate or a terminating income interest under the rugsécipal assets must be calculated without regard to property spe

in subs(7) to (30) that apply to trustees and by: cifically givento a beneficiary and property required to pay pecu
1. Including in net income all income froproperty used to Niary amounts not determined by a pecuniary formula.
dischargdiabilities. 3. The beneficiang fractional interest in the undistributed

2. Paying from income gprincipal, in the fiduciarg discre  Principal assets must be calculated on the basis ogigeegate
tion, fees of attorneys, accountants, and fiduciaries; amsts valueof those assets as of the distribution date without reducing
andother expenses of administration; and interest on death tafg value by any unpaid principal obligation.
butthe fiduciary may pay those expenses from income of property 4. The distribution date for purposes of this subsection may
passingo a trust for which the fiduciary claims an estate tax-mah€ the date as of which the fiduciary calculateshkie of the
tal or charitable deduction only to the extent tivat payment of assetsf that date is reasonably near the date on which assets are
thoseexpenses from income will not cause the reduction or logetually distributed.
of the deduction. (c) If a fiduciary does not distribute all of the collected but

3. Paying from principal all other disbursements made ghdistributednet income to each person as of a distribution date,
incurredin connection with the settlement of a decedesgttate thefiduciary shall maintain appropriate records showingrtte-
or the winding up of a terminating income interest, includingstof each beneficiary in that net income.
debts, funeral expenseglisposition of remains, family allow (d) A trustee may apply the rules in this subsection, to the
ancesand death taxes and related penalties that are apportioeegntthat the trustee considers it appropriate, to net gdser
to the estate or terminating income interest by the will, the termealizedafter thedate of death or terminating event or earlier dis
of the trust, or applicable law tribution date from the disposition of a principal asset if this sub

(c) A fiduciary shall distribute to a beneficiaipcluding a sectionapplies to the income from the asset.
trustee,who receives a pecuniary amount not determined by (7) WHEN RIGHT TO INCOME BEGINSAND ENDS. (&) Anincome
pecuniaryformula interest at the legal rate set forth ih38.04on  beneficiaryis entitled to net income fromhe date on which the
any unpaid portion of the pecuniary amount foe period com incomeinterest begins. An income interest begins on the date
mencingone year aftethe decederg’death or after the incomespecifiedin the terms of the trust,af no date is specified, on the
interestin the trust ends. The interest under this paragraph shddtean asset becomes subject taiat or successive income inter
be distributedfrom net income determined under.fgb) or from est.
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(b) An asset becomes subject to a trust: (b) Except as otherwise provided‘ in this subsectiqn, a trustee
1. On the date it transferred to the trust in the case of an asséall allocate to income money received from an entity
thatis transferred to a trust during the transferdife. (c) Atrustee shall allocate the following receipts from an entity

2. On the date of a testaterdeath in the case of an asset thé® principal:
becomessubjectto a trust by reason of a will, even if there is an 1. Property other than money
intervening period of administration of the testat@state. 2. Money received in one distribution or a series of related
3. On thedate of an individuad' death in the case of an assdlistributionsin exchange for part or all of a trusthterest irthe
thata 3rd party transfers to a fiduciary because of the indiveluaéntity.
death. _ o _ 3. Money received in total or partial liquidation of tetity.

(c) An asset becomes subjéata successive income interest 4. Money received from an entity that is a regulated irvest
onthe day after the preceding income interest ends, as determigthtcompany or a real estate investment trust if the mdieey
under par(d), even if there is an intervening period of administrariputedis a capital gain dividend for federal income tax purposes.
tion to wind up the preceding income interest. _ (d) Money is received in partial liquidation:

_(d) An income interest ends on the day before an income bene 'y 1, tha axtent that the entigt or neathe time of a distribu
ficiary dies oranother terminating event occurs, or on the last dgy, i icates that it is a distribution in partial liquidation
of a period during which there is no beneficiaryvttom a trustee : Co

2. If the total amount of money and property distributed in a

may distribute income. Lo : A :
(8) APPORTIONMENTOF RECEIPTSAND DISBURSEMENTSWHEN distributionor series of related distributions is greater than 20 per
centof the entity5 gross assets, ssown by the entitg'year—end

DECEDENT DIES OR INCOME INTERESTBEGINS. (a) A trustee shall financial statements immediately preceding the initial receipt.
allocateto principal an income receipt or disbursement other than

oneto which sub(5) (a)applies if its due date occurs before a (e) Money isnot received in partial liquidation, nor may it be

decedentliesin the case of an estate or before an income interE&df€ninto account under pg(d) 2, to theextent that it does not
beginsin the case of a trust or successive income interest. exceedhe amount of income tax that a trustee or beneficiary must

(b) A trustee shall allocate to income an income receipt er gy on taxable income of the entity that distributes the money

bursemenif its due dateoccurs on or after the date on which a (f) Atrustee may rely upon a statemenztde by an entity about
decedentlies or an income interest begins and it is a periodic dij¢ Source or character of a distribution if the statement is made
date. An income receipt or disbursementist be treated as aceru ator near the time of distribution by the Qnstjdoard of q"ectors

ing from day to day if its due date is not periodic or it has no d@&Other person or grougf persons authorized to exercise powers
date. The portion of the receipt or disbursement accruing befét@a@y money or transfer property comparable to those of a-corpo
the date of death or an income interest begins ineisilocated to ration’sboard of directors.

principaland the balance must be allocated to income. (11) DISTRIBUTIONFROMTRUSTORESTATE. A trustee shall allo

(c) An item of income or an obligation is due on the date t§§8t€to income an amount received as a distribution of income
payeris required to make a paymenif. a payment date is not 'om a trust or an estate in white trust has an interest other than

stated there isno due date for the purposes of this section- Did Purchased interest, and shall allocate to principal an amount
tributions to shareholders or other owners from an ent receivedas a distribution of principal frosuch a trust or estate.
definedin sub.(10), are due on the date fixed by the entiiy If a trustee purchases an interest iruat that is an investment
determiningwho is entitled to receive the distributioniéno date €ntity, or a decedent or dontnsfers an interest in such a trust
is fixed, on the declaration date for the distribution. A due date!fs@ trustee, sulf10) or (24) applies to a receipt from the trust.
periodicfor receipts odisbursements that must be paid at regular (12) BUSINESSAND OTHERACTIVITIES CONDUCTEDBY TRUSTEE.
intervalsunder a lease or an obligation to pay intereiftaor entity  (a) If a trustee who conducts a business or other activity-deter
customarilymakes distributions at regular intervals. minesthat it is in the best interest of all the beneficiaries to account
(9) APPORTIONMENTWHEN INCOME INTERESTENDS. (a) Inthis ~Separatelyor the business or activity instead of accountingtfor
subsection‘undistributed income” means net incomexeived aspartof the truss general accounting records, the trustee may
beforethe date on which an income interest eritiindistributed Maintainseparate accounting records for its transactiohether
income” doesnot include an item of income or expense that is d@ NOt its assets are segregated from other trust assets.
or accrued or net incontbat has been added or is required to be (b) A trustee who accounts separately for a business or other
addedto principal under the terms of the trust. activity may determine the extent to which its net cash receipts
(b) When a mandatory income interest ends, the trustee siastbe retained for working capital, the acquisition or replace
payto a mandatory income beneficiamno survives that date, or mentof fixed assets, and otherasonably foreseeable needs of the
to the estate of deceased mandatory income beneficiary who&isinesr activity and the extent to which the remainingaaesh
deathcauses the interest to end, the beneficiasyiare of the receiptsare accounted for as principal or income in the srggih
undistributedncome that is not disposedwider the terms of the eralaccountingecords. If a trustee sells assets of the business or
trustunless thebeneficiary has an unqualified power to revokétheractivity, other than irthe ordinary course of the business or
morethan5 percent of the trust immediately before the inconRetivity, the trustee shall account for the net amount received as
interestends. In théatter case, the undistributed income from therincipalin the trust general accounting records to the exteat
portion of the trust that may be revokeulist be added to principal. trusteedetermines that the amount received is no loreguired

(c) When a trustes'obligation to pay a fixed annuity a fixed 1 the conduct of the business. o
fraction of the value of thérusts assets ends, the trustee shall pro (€) Activities for which a trustee may maintain separate
ratethe final payment if and to the exteequired by applicable accountingrecords include:

law to accomplish a purpose of the trust orsitlor relating to 1. Retail, manufacturingservice, and other traditional busi
income,gift, estate, or other tax requirements. nessactivities.
(10) CHARACTEROFRECEIPTS. (@) In this subsection, “entity” 2. Farming.

meansa corporation, partnership, limitéidbility company regu
latedinvestment companyeal estate investment trust, common
trustfund, or any other ganization in which a trustee has an inter
estother than a trust or estate to which gib) applies, a business
or activity to which sub(12) applies, or an asset—backed security
to which sub(24) applies.

Raising and selling livestock and other animals.
Management of rental properties.

Extraction of minerals and other natural resources.
Timber operations.

Activities to which sub(23) applies.

No g~
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(13) PrRINcIPAL RECEIPTS. A trustee shall allocate to principal:the circumstances described in s(#). (d) and may be released for

(a) To the extent not allocated to income under this sectidh€reasons and in the manner described in(@ige) An alloca
assetseceived from a transferor during the transfertifetime, tion is presumed to be insubstantial if:
adecedens estate, &ust with a terminating income interest, or (a) The amount of the allocation would increase or decrease
a payer under a contract naming the trust or its trustee as-benwft income in an accounting period, dstermined before the
ciary. allocation,by less than 10 percent.

(b) Money or other property received from the sale, exchange,(b) The value of the asset producing the redeiptvhich the
liguidation, or change in form of a principal asset, including-reahllocationwould be madés less than 10 percent of the total value
ized profit, subject to subg10) to (24). of the trusts assets at the beginning of the accounting period.

(c) Amounts recovered from 3rd parties@imburse the trust ~ (18) DEFERREDCOMPENSATION,ANNUITIES, AND SIMILAR PAY-
becausef disbursements described in s(itf) (a) 7.or for other MENTs. (@) In this subsectiofipayment” means a payment that
reasondo the extent not based on the loss of income. a trustee may receive over a fixed number of years or during the

(d) Proceeds of property taken by eminent domain, but a sef¥§¢ of one or more individuals becausesefvices rendered or
rateaward made for the los$ income with respect to an accountRropertytransferred to the payer in exchange for future payments.
ing period during which a current income beneficiary hatba Theterm includes a payment made in money or property from the
datoryincome interest is income. payer’sgeneral assets or from a separate fund created by the payer

(€) Net income received in an accounting period dusihigh including a private or commercial annuitgn individual retire

f - P ent account, and a pensioprofit-sharing, stock-bonus, or
itg(e:zg%se nobeneficiary to whom a trustee may or must d'smbugock—ownershinnlan.

: . . (b) To the extent that a payment is characterized as intarest

(f) Other receipts as provided in SU<) to (24). adividend or a payment made in lieuioferest or a dividend, a

(14) ReNTAL PROPERTY. To the extent that a trustee accountgysteeshall allocate it to income. The trustee shall allocate to
for receipts from rental property in accordance with shissee principal the balance of the payment and any other payment
tion, the trustee shalillocate to income an amount received ggceijvedin the same accounting period that is not characteaized
rentof real or personal properiycluding an amount received forinterest,a dividend, or an equivalent payment.
cancellationor renewal of a lease. An amount received as a : “ . "
refundabledeposit, including a security deposit or a deposit thmﬂg-l' In this paragraph, “plan income” means any of the fol
is to be applied aent for future periods, must be added to princi : . .
pal and held subject to the terms of the lease and is not availatblea' With respect to payments receiviedm a plan that main

for distribution to a beneficiary until the trusteetontractual (NS Separate accounts funds for its participants or account
obligationshave been satisfied with respect to that amount. holders,such as defined contribution retirement plans, individual

15) O A X ved retirementaccounts, Roth individual retirement accounts, and
_(15) OBLIGATION TO PAY MONEY. (&) An amount received asg,mennes of deferred compensation plans, either the amount of
interestwhether determined at a fixed, variable, or floating rat

e ; . th plan account or fund held for the benefit of the trust that, if the
on an obligation to pay money to the trustee, including an amoqﬁfrl'gn account or fund were a trust, would be allocated to income

receivedas consideration for prepaying principal, must be-alloy,qernars (b) and(d) for that accounting period, or 4 percent of

catedto income without anyrovision for amortization of pre (1o value of the plan account or fund on the first day of the

mium. o ~accountingperiod. The trustee shall, in his or her discretion,
(b) A trustee shalallocateto principal an amount receivedchoosethe method of determining “plan income” under this subd.

from the sale, redemption, or other disposition of an obligation10a, and may change the method of determining “plan income”

pay money to the trustee more than one year after it is purchaggder this subdL. a.for any subsequent accounting period.

or acquired by the trustee, including an obligation whose purchase j, \wjih respect to payments received from a plan that does not

p;riche Ofgflﬁ'UeWhe” itis acqu‘irhe.d is less than ]icis varl]ue at maturity aintainseparate accounts or funds for its participants or account
It the obligation matures within one year after the trustee pyl,gers such as defined benefit retirement plans and some types
chasesr acquires it, anmount received in excess of its purchasg geferred compensation plans, 4 percent of the fesent
price or its value when the trust acquires it must be allocated\}Qie of the trust interest in the plan as dfe first day of the

Income. accountingperiod, based on reasonable actuarial assummgns
(c) This subsection does not apply to an obligation to whigfeterminedy the trustee.
sub.(18), (19), (20), (21), (23), or (24) applies. 2. For each accounting period of a trust in which tthst
(16) INSURANCEPOLICIESAND SIMILAR CONTRACTS. (8) Except receivesa payment but npart of any payment is allocated to
asprovided in par(b), atrustee shall allocate to principal the proincomeunder par(b), the trustee shall allocate to income that por
ceedsof a life insurance policy or other contract in which the trusion of the aggregate value of all payments received by the trustee
or its trustee is named as beneficjancluding a contract that in that accounting period that is equal to the amount of plan
insuresthe trust or its trustee against loss for damage to, destriscomethat is attributable to the trustinterest in the plan from
tion of, or loss of title to, a trust asset. The trustee shall allocaghich paymenis received for that accounting period. The trustee
dividendson an insurance policy to income if the premiums on tiihall allocate the balance of any payments to principal.
policy are paid from income, and to principal if the premiums are (q) |f, to obtain an estate or gift tax marital deduction for an
paidfrom principal. interestin a trust, a trustee must allocate more of a payment to
(b) A trustee shall allocate to income proceeds ocbmiract incomethan provided for by this subsection, the trustee shall allo
thatinsures the trustee against los®ofupancy or other use bycateto income the additional amount necessary to obtain the mari
anincome beneficiarjoss of income, psubject to sul{12), loss tal deduction.

of profits from a business. (e) This subsection does not apply to payments to which sub.
(c) This subsection does not apply to a contract to which syb9) applies.
(18) applies. (19) LIQUIDATING ASSET. (a) In this subsectiotiliquidating

(17) INSUBSTANTIAL ALLOCATIONS NOT REQUIRED. If a trustee asset”means an asset whosalue will diminish or terminate
determinesthat an allocation between principal aimtome becausdhe asset is expected to produeeeipts for a period of
requiredby sub.(15) (b) (18), (19), (20), (21), or(24)is insub limited duration. The term includes a leasehold, patent, copyright,
stantial, the trustee may allocate the entire amount to principalyalty right, and right to receive payments duriageriod of
unlessone of the circumstances described in $dp(c) applies morethan one year under an arrangement that does not provide for
to the allocation. This power may be exercised by a cotrustedhe payment of interest on the unpaid balance. The term does not
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includea payment subject to sufi.8), resources subject to sub.netreceipts from the sale of timband related products as pro
(20), timber subject to sulf21), an activity subjecto sub.(23), videdin this subsection.
an asset subject to suf4), or any asset for which the trustee (22) PropERTYNOT PRODUCTIVE OF INCOME. (a) If a marital

establishes: reserve for depreciation under s{#). deductionis allowed for all or part of a trust whose assets consist
(b) A trustee shall allocate to income 10 percent of the receiptsbstantiallyof property thatdoes not provide the surviving
from a liquidating asset and the balance to principal. spousewith suficientincome from or use of the trust assets, and

(20) MINERALS, WATER, AND OTHER NATURAL RESOURCES. () if the amounts that the trusteansfers from principal to income
To the extent that a trustee accounts for receipts from an intetéiyder sub. (4) and distributes tdhe spouse from principal in
in minerals or other natural resources in accordwittethis sus ~ accordancavith the terms of thérust are insdicient to provide
section,the trustee shall allocate them as follows: the spouse with the beneficiahjoyment required to obtain the

1. If received as nominal delay rentalrminal annual rent marital deductlop, the. spouse may require the trustee to make
ona lease, a receipt must be allocated to income. propertyproductive of income, convert property within a reason

v o rocionpaman. st s oL, o et e ponercorered by €416 The
allocatedto income if and to the extent that the agreement creati Y ’
the production payment provides a factor for interest or its equiva (P) In cases not governed by pé), proceeds from the sale

lent. The balance must be allocated to principal. or other disposition of an asset are principal without regard to the
3. If an amount received agayalty, shut-in-well payment ampuntof income the asset produces during any accounting
) ! . period.

take—or—paypayment, bonusyr delay rental is more than nemi

nal, 90 percentmust be allocated to principal and the balance tg (23) DERIVATIVES AND OPTIONS. (@) In this subsection, “defiv
income. ative” means a contract or financial instrument oebination

4. If an amount igeceived from a working interest or anyOf contracts and financial instruments that gives a trust the right

otherinterest not provided fdn subd.1., 2., or3., 90 percent of or obligation to participate in some or all changes in the price of

the net amount received must be allocated to principal and the @alanglb_le or '”‘aﬂg'b'e asset or group of assets, or_changes in
e,an index ofprices or rates, or another market indicator for an

anceto income. ra
assebr a group of assets.

(b) An amount received aaccount of an interest in water thatOt (b) To the extent that a trustee does not account unde@yb.

is renewable must be allocated to income. If the water is r}o transactions in derivatives. thestee shall allocate o brACi
renewable90 percent of the amount mustdiecated to principal 'O ansactions in dérivatives, treistee shall PriRct
pal receiptsfrom and disbursements made in connection with

andthe balance to income. -
thosetransactions.

(c) This subsection applieghether or not a decedent or donor (c) If a trustee grants an option to buy property from the trust,

wasextracting minerals, wateor other natural resources before L
the interest became subject to the trust. whetheror not the trust owns the property when the option is

. - granted grants an option that permits another petsasell prop
(d) Ifa trust owns an interest in minerals, watenther natural g, 14 the trust, or acquires an option to buy property for the trust
; k o h ; Mor an option to sell ansset owned by the trust, and the trustee or
theinterest as provided in this subsection or inrti@ner used by oherowner of the asset is required to deliver the asset dfittien
thetrustee before May 17, 2005. If the trust acquires an intergst, o cised, an amount received goanting the option must be
in minerals, wateror other naturatesources after May 17, 2005, 10catedto principal. An amount paid to acquire the option must
thgtrustee s_haII allocate receipts fréhe interest as provided in be paid from principal. A gain or loss realizagon the exercise
this subsection. of an option, including an option granted to a settigheftrust for

(21) Tiveer. (a) To the extent that a trustee accounts faferyicesrendered, must be allocated to principal.
receiptsfrom the sale of timber and related products in accordance(24) ASSET-BACKED SECURITIES. (a) In this subsection

with this subsection, the trustee shall allocate the net receiptszasset—backed;ecurity” means an asset whose value is based

1. To income to the extent that the amount of timieenoved ponthe right it gives the owner to receive distributions from the
from the land does not exceed the rate of growth@timber duwr  proceedof financial assets that provide collateialthe security
ing the accounting periods in which a beneficiary hamadatory The term includes an asset that gitresowner the right to receive
Incomeinterest. from thecollateral financial assets only the interest or other cur

2. To principal tothe extent that the amount of timberent return or only the proceeds other than interest or current
removedfrom the land exceeds the rate of growttheftimber or return. The term does not include an asset to which (@@).or
the net receipts are from the sale of standing timber (18) applies.

3. To income oprincipal or between income and principal if  (b) If a trust receives a payment from interest or other current
the netreceipts are from the lease of timberland or from a contragturnand from other proceeds of the collateral financial assets,
to cut timber from land owned by a trust, by determining th@etrustee shall allocate tacome the portion of the payment that
amountof timber removed from the lanthder the lease or con the payeridentifies as being from interest or other current return

tract and applying the rules in sub@isand2. and shall allocate the balance of the payment to principal.
4. To principal to the extent that advance payments, bonuses(c) If a trust receives one or mgrayments in exchange for the
andother payments are not allocated under stib@., or 3. trust's entire interest in an asset—backed security inameeunt

(b) In determining net receipts to be allocatedier par(a), ing period, the trustee shall allocate the payments to principal. If
atrustee shall deduct and transfer to principal a reasonable am@payment is one of a series of payments that will result in the liqui
for depletion. dation of the trust interest in the security over more than one

(c) Thissubsection applies whether or not a decedent or trag§countingperiod, the trustee shall allocate 10 percent of the pay
feror was harvesting timber from the propebtgfore it became mMentto income and the balance to principal.
subjectto the trust. (25) DISBURSEMENTSFROM INCOME. A trustee shall makine

(d) If a trust owns an interest fimberland on May 17, 2005, foIIOV\_/ing disbursements_ from income to the extent that Hrey
the trustee may allocate net receipts from the sale of timber & disbursements specified in s@) (b) 2.or 3.:
relatedproductsas provided in this subsection or in the manner (a) One-half of the regular compensation of the trustee and of
usedby the trustee before May 17, 2005. If the trust acquires any person providing investment advisory or custodial services to
interestin timberland after May 17, 2005, the trustee shall allocatee trustee.
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(b) One-half of all expenses for accountings, judisiateeed 2. A capital improvement to a principal asset, whether in the
ings, or other matters that involve both tineome and remainder form of changes to an existiragset or the construction of a new
interests. assetjncluding special assessments.

(c) All of the otherordinary expenses incurred in connection 3. Disbursements made to prepare property for rental, includ
with the administrationmanagement, or preservation of trusing tenant allowances, leasehold improvements, lamders’
propertyandthe distribution of income, including interest, erdi commissions.
naryrepairs, regularly recurring taxes assessed against principal, 4. Periodic payments on an obligation secugé principal
andexpenses of a proceeding or other matter that concerns g¥seto the extent that the amount transferred fimrome to prin
marily the income interest. cipal for depreciation is less than the periodic payments.

(d) Recurring premiums on insurance coveringltdss of a 5. Disbursements described in s(#6) (a) 7.
principal asset or the loss of income from or use of the asset. () If the asset whose ownership gives rise to the disburse

(26) DISBURSEMENTSFROM PRINCIPAL. (@) A trustee shall mentsbecomes subject tosuccessive income interest after an

makethe following disbursements from principal: incomeinterest ends, a trustee may continue to transfer amounts
1. The remaining one—hatff the disbursements described irffrom income to principal as provided in p@).
sub.(25) (a)and(b). (29) INCOMETAXES. (a) A tax required to be paly a trustee
2. All of the trustees compensation calculated on princigsl basedon receipts allocated to income must be paid from income.
a fee for acceptance, distribution, or termination, disturse (b) A tax required to be paid by a trustee basedeceipts allo
mentsmade to prepare property for sale. catedto principal musbe paid from principal, even if the tax is
3. Payments on the principal of a trust debt. calledan income tax by the taxing authority

4. Expensesf a proceeding that concerns primarily princi  (c) A tax required to be paid by a trustee on the sstare of
pal, including a proceeding to construe the trust or to protect threntity’s taxable income must be paid proportionately:

trust or its property 1. From incomeo the extent that receipts from the entity are
5. Premiums paid on a policy of insurance not described atlocatedto income.
sub.(25) (d)of which the trust is the owner and beneficiary 2. From principal to the extent that:

6. Estate, inheritance, and other transfer taxes, including pen 5. Receipts from the entity are allocated to principal.

alties,apportioned to the trust. _ ) _b. The trus® share of the entity'taxable income exceeds the
7. Disbursements related to environmental matters, includigigtal receipts described in subds.and2. a.

reclamationassessing environmental conditions, remedying and (d) For purposes of this subsection, receipts allocated to-princi

removing environmental contamination, monitoring remedigl,"or income must beeduced by the amount distributed to a
activitiesand the release of substanqeeyventing future releasesy, o eficiaryfrom principal or income for which the trust receives
of substanceg;ollecting amounts from persons liable or pete ddeduction in calculating the tax

tially liable for the costs of those activities, penalties impose (30) A
under environmental lawr regulations and other payments DJUS;\“?.ZNTS.BETWEENPR'ITC'PQPA’:D 'N(;O“QEE;CAUSE. .
madeto comply with those lawsr regulations, statutory or cem OF TAXES. (@) A fiduciary may make adjustments between princi

mon law claims by 3rd parties, and defending claims based Eﬂl arfl_g[i glctc\)Nmeto_ offset thbe Sh'ff_“m.of ecodnom|c !ngeregts %:c.t"’_‘x
environmentamaters. enefitsbetweerincome beneficiaries and remainder beneficia

o . . R rieswhich arise from:
(b) If a principal asset is encumbered with an obligatiat 1 Electi dlecisi ther than th d ibed i
requiresincome from that assed be paid directly to the credifor - tt?\c ']9(?5 an eusklonsf, o ;a_r ?n i ose esgl_'l et i patr
thetrustee shall transfer from principal to income an amount eq{}: that the fiduciary makes from time to time regarding tax ma

to the income paid to the creditor in reduction of the principal b Frs. ) o
anceof the obligation. 2. An income tax or any other tax that is imposed upon the

(27) TRANSFERS FROM INCOME TO PRINCIPAL FOR DEPRECH fiduciary or a beneficiary as a result ofransaction involving or

ATION. () In this subsection, “depreciation” means a reductiGrfistribution from the estate or trust. _ _ _

in value due to weatear decay corrosion, or gradual obsotes 3. The ownership by aestate or trust of an interest in an entity

Cenceof a fixed asset having a usefu| ||fe Of more than ohe ye&‘hosetaxab.le Income, Whether or not dIStrIbuted, IS |n(_:|l:|dab|e n
(b) A trustee may transfer to principal a reasonable amount.gf t2xable income of the estate or trust or of a beneficiary

the net cash receipts from a principal asset that is subject to(b) If the amount of an estate tax marital deduction or charita

depreciationput may not transfer any amount for depreciationble contribution deduction is reduced because a fiduciary deducts

1. Of that portion of real property used or available for use [ @mount paid from principér income tax purposes instead of
abeneficiary as aesidence or of tangible personal property hefdeductingit for estate tax purposes, and as a restifte taxes paid

or made availabléor the personal use or enjoyment of a benef]’©M Principal are increaseahd income taxes paid by an estate,
ciary rust, or beneficiary are decreasesich estate, trust, or benefi

2. During the administration of a decedsmstate ciary that benefits from the decrease in income tax shall reimburse
: ) >m e ) o the principal from which the increase in estate tax is paid. The
3. Under this subsection if theustee is accounting under subygta| reimbursement must equal the increase in the estate tax to the
(12) for the business or activity in which the asset is used.  extentthat the principal used to pay the increase would have quali
(c) An amount transferred to principal need not be hela asied for a maritaldeduction or charitable contribution deduction
separatdund. but for the payment. The proportionate share of the reimburse
(28) TRANSFERSFROMINCOME TO REIMBURSEPRINCIPAL. (@) If mentfor each estate, trust, or beneficiary whose income taxes are
a trustee makes or expects to make a principal disbursemettucedmust be the same as its proportionate share of the total
describedn this subsection, the trustee may transfer an appropgiecreasén income tax. An estatr trust shall reimburse princi
ate amount from incoméo principal in one or more accountingpal from income.
periodsto reimburse principadr to provide a reserve for future  (31) Limits onLiaBILITY. (a) If atrustee sends to all beneficia
principal disbursements. ries a written communication relating to the trust, any action
(b) Principal disbursements to which p@) appliesinclude againstthe trustee that is based the subject of the written cem
thefollowing, but only to the extent that the trustee has not beswnicationshall be commenced within 2 yeafer the trustee
and does not expect to be reimbursed by a 3rd party: sendsthe written communication or be barred.
1. An amount chayeable to income but paid from principal (b) 1. A written communication is sent to a sui jlméneficiary
becauset is unusually lage, including extraordinary repairs.  onthe date on which the written communication is delivered per
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sonallyto the sui juris beneficiary or on the date on whichntie  is in accord with the express or implied intention of the settlor
tencommunication is postmarked if mailed to the sui jneeeft  would aid the eicient administration of the trust or is otherwise
ciary at his or her last-known address. in the best interestsf the beneficiaries. Such order may be condi
2. A written communication is sent to a beneficiary who is néenedon the appointment of a trustee in the state to which the trust
a sui juris beneficiary on the dats which the written commu is_t_o beremoved and shall be subjec_t to such other_terms and con
nicationis delivered personally to the beneficiarparent or legal ditions as the court deems appropriate for protection of the trust
guardianor on the date on which the written communication @ropertyand the interests of the beneficiaries. Upon receipt-of sat
postmarkedf mailed to the beneficiary’parent or legal guardian isfactoryproof of compliancevith all terms and conditions of the

at his or her last-known address. order, th_e_<_:o_urt may di_sc_:hge_the local trustee frorfurther
(c) Theidentity of all of the beneficiaries shall be determineffSPonsibilityin the administration of the trust. N
onthe date on which the written communication is sent. (2) RemovAL To THIs STATE. Unless the creatinmstrument

(d) Paragraplfa) does not apply to an action based on frafgPtainsan express prohibition against removal or provides a

or misrepresentation with respect to the written communicatiofiethodfor removal, a court mayipon the petition of a foreign
History: 1971 c. 401977 c. 4081983 a. 1891985 a. 371987 a. 271987 a. 393 trusteeor beneficiary with the consent of the trustee, appoint a

s.53; 1991 a. 391993 a112, 160, 1997 a. 1881999 a. 852005 a. 10216, 2009 local trustee to receive and administer trust property presently
a. 180 being administered in anothetate. The local trustee may be

) requiredto give bond conditionedn the faithful performance of
701.21 Income payments and accumulations. (1) Dis- higor her duties or to meet any other conditions required by a court

TRIBUTION OF INCOME. Except as otherwise determined by th, the otherstate before permitting removal of the trust to this
trusteeor a court under §01.20 (4g)with respect to unitrust dis  giate.

tributions, if a beneficiary is entitled to receive income from a pistory: 1977 c. 44%.497: 1993 a. 486
trust, but the creating instrument fails to specify how frequently

it is to be paid, the trustee shall distribute at least annually thg1.24 Applicability. (1) Except as otherwise provided in

incometo which such beneficiary is entitled. sub.(3) and s701.19 (9) (a)ss.701.01t0701.19701.21,701.22
(2) PermITTED AccuMuLATIONS. No provision directingor  and701.23are applicable to a trust existing on July 1, 1971, as
authorizingaccumulation of trust income shall be invalid. well as a trust created aftauch date, and shall govern trustees act

(3) CHARITABLE TRUSTACCUMULATIONS. A trust containing a ing under such trusts. If application of any provisifss.701.01
direction or authorization to accumulate income from propertip 701.19 701.21 701.22 and701.23to a trust in existence on
devotedto a charitable purpose shall be subject to the genefglgustl, 1971, is unconstitutional, it shalbt afect application
equitablesupervision of the court with respect to any such-accef the provision to a trust created after that date.
mulation of income, including its reasonableness, amount and (2) Section701.20applies to every trust or decedsrestate
duration. existingon May 17, 2005, and to every trust or decedesgtate

(4) DISPOSITION OF ACCUMULATED INCOME. Income not Createdor coming intoexistence after that date, except as ether
requiredto be distributed by the creatirigstrument, in the Wwiseexpressly provided in $01.20or by the decederstwill or
absenceof a governing provision in the instrument, may in ththeterms of the trust. Wh respect to a trust or decedsrstate
trustee’sdiscretion be held in reserve farture distribution as e€xisting on May 17, 2005, 801.20(5) to (30) shall apply at the
incomeor beadded to principal subject to retransfer to income §€ginningof the trusts or estats' first accounting period, as
the dollar amount originally transferred to principal; but at the teflefinedin s.701.20 (2) (a)that begins on or after May 17, 2005.
minationof theincome interest, any undistributed income shall be (3) Sections701.06 (6) (b)(c), and(d) and701.19 (10)are

distributedas principal. applicableto a trust existing on Aprill, 2006, as well as a trust
History: 2005 a. 10 createdafter that date, and shall govern trustees acting under such
trusts. If application of any provision of §01.06 (6) (b)(c), or
701.22 Distributions in kind by trustees; marital (d) or 701.19(10) to a trust in existence on Aprill 12006, is

bequests. In case of a division of trust assets into 2 or moignconstitutionaljt shall not aflect application of the provisicio

trustsor shares, any distribution or allocation of assets as an-equiYrust created after that date.

alentof a dollar amount fixed bjormula or otherwise shall be History: 1971 c. 661977 c. 3092005 a. 10216,

madeat current fair marketalues unless the governing instru

mentexpressly provided that another value may be used. If th@1.25 Applicability of general transfers at death pro -

governing instrument requires or permits dedlént valueto be visions. Chapter854 applies to transfers at death under trust

used,all assets available for distributioimcluding cash, shall, instruments.

unlessotherwiseexpressly provided, be so distributed that the History: 1997 a. 188

assetsjncluding cash, distributed &sich an equivalent will be  Wisconsins New Probate Code. Erlangéfs. Law Oct. 1998.

fairly representative of the net appreciation or depreciation in the ] ]

valueof the available property on the date or dategisifibution. 701.26 Disclaimers of nonprobate transfers. (1) A

A provision in the governing instrument that the trustee may figcipientmay disclaim, under £54.13 any of the following:

valuesfor purposes of distribution or allocation does nats#f (a) All or part of an interest in a joint tenancypon the death

constituteauthorization to fix a value other than current fair-maof another joint tenant.

ket value. (b) All or part of an interest in survivorship marital property
The valuation of assets for distribution is the current market value at the time@bon the death of the other spouse.

distribution. Estate of Naulins6 Ws. 2d 100201 N.W2d 599(1972). . .
(c) All or part of an interest that is created by a nontestamentary

701.23 Removal of trusts. (1) REMOVAL TOFOREIGNJURIS ~ Instrumentand transferred at death, upon the death that causes the

picTion. Unless the creating instrument contaansexpress pro  transfer.

hibition or provides a method of removal, a circuit court having (d) All or part of any other interest transferred under a gevern
jurisdiction of a trust created by a widldmitted to probate in suching instrument, as defined in854.01 (2)

courtmay upon petition of a trustee or a beneficiaith the con (2) A recipient may disclaim, under&00.27 all or part of any
sentof the trustee and afteth@aring as to which notice has beeinteresttransferred under an inter vivos governing instrument, as
givento the trustee and other interested persons, order removal@finedin s.700.27 (1) (c)

such trust to another state where the court finds that such removiaktory: 1997 a. 1882005 a. 216
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