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S GENERAL PROVISIONS ‘ S
501B 01 PURPOSES FOR WHICH EXPRESS TRUSTS MAY BE CREATED
_An actrve express trust may be created for any lawful purpose

Hlstory '1989¢340art1s1 o

501B.02 PASSIVE TRUSTS ABOLISHED e
" Passive express trusts of real or personal property are abolished. An attempt to create a
passrve trust vests the entir€ estate granted in the benefrclary

HlStOl'y ]989C340art]s2 R s

TR

501B 03 TERMINATION OF TRUST PURPOSES.
If the purposes for which an active express trust is created have been accomplrshed or
become 1mposs1ble of accomphshment or 111ega1 the trust will be ternnnated :

" History: 1989.¢ 340 art s 3 B ;. .

501B.04 REVERSION IN GRANTOR

Every legal estate and 1nterest not embraced in an express trust and not otherwrse d1s-
posed of remains in the ‘grantor. - P T TR
Iy Hlstory 1989c340art1 S e e T »
. T ,'.-';f'. ot S
501B. 05 BONA FIDE PURCHASERS PROTECTED B
An express trust not declared in the disposition to the. trustee ora: constructlve orresult-
‘ 1ng trust does not defeat the title ofa purchaser from the trustee for value and without notice:
of the trust, or the rlghts of a creditor who extended credit to the trustee in rehance upon the
trustee 's. apparent ownershrp of the trust property o :

Hlstory ]989 c340artlss.

501B 06 MISAPPLICATION OF PAYMENT TO TRUSTEE e
+. A person who. actually and in-good faith makesa payment to a‘trustee that the trustee, as
such_ is authorized to receive, isnot responsible for the proper application of the payment:
according to the trust: No right or title derived by the person from the trustee, in consideration
“of the payment, may. be.impeached or called in questron because of a: rmsapphcatron of the
paymentbythetrustee o P TR PR ‘
Hlstory 1989 ¢ 340 artls 6 ST L e R R NN

501B.07 PURCHASE MONEY RESULTING TRUSTS
If atransfer of property is made to one person and the purchase pr1ce is pard by another a
resulting trust is presumed to arise in favor of the person by whom the purchase price is paid,
except:
(1) if the person by whom the purchase priceis paid manifests a contrary intention, no -
resultrng trust is presumed to arise; ”
(2) if the transferee isa spouse child, or other natural ObJCCt of bounty of the payor,a grft ’
in favor of the transferee is presumed and no resultmg trust is presumed to arise; and e
(3) if the transfer is made to accomplish an illegal purpose, no resulting trust is pre-
- sumed to arise unless it is needed to prevent unjust enrichment of the transferee.

Hlstory 1989 c 340 art1s7 PR REIER I

501B.08 APPOINTMENT OF AND’ ACQUISITION OF TITLE BY SUCCESSOR
TRUSTEES “AND' CONFIRMATION 'OF ACTS PERFORMED DURING VA-
CANCIES IN TRUSTEESHIP.
. If the termis of a trust provide for the : apporntment of a successor trustee and direct how
the successor is to qualify, title to the trust assets vests in the successor trustee upon quahﬁca-
tion, unless the terms of the trust expressly provrde otherwise. + - -
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If the terms of a trust do not effectively provide for the appointment of a successor trust-
ee and appointment of a successor is required, or if title to the trust assets does not vest in a
successor trustee, the drstrrct court may appoint a successor trustee or vest title in a successor
trustee.

The district court may confirm an act perforrned by a person 1n executron of the trust
while there was no acting trustee. :

History: 1989 ¢ 340 art 1 5 8

501B.09' SUSPENSION OF THE POWER OF ALIENATION L
. Subdivision 1. Suspension; exceptlons The power of ahenatron is suspended if there
are no persons in being who, alone or in conjunction with others, can convey an absolute fee
. inpossession or absolute ownership ¢ of real property or-absolute ownership o of personal prop—
erty.
" (a) Thereis no suspens1on of the power of ahenatron by the terms ofa trust or by inter-
ests in property held in trust if there is an unlimited power in one or more persons then in
being to terminate the trust, by revocation or otherwise, and to acquire an ‘absolute fee in pos—
session or absolute ownership of the trust property..

(b) There is no suspen51on of the power of a11enat10n by the terms of a trust or by mter—
ests in property held in trust if the trustee has power to sell an absolute fee in possessron or
absolute ownership of the trust property.

, Subd. 2. Suspension for 21 years. The power of alienation of prOperty held in trust may

be suspended, by the terms of the trust, for a period of not more than 21 years. During any
period of suspension of the power of alienation of real property, section 501B.46 applies.’
Notwithstanding any contrary term of a trust, suspension of the power of alienation by the.
termsof a trust ceases aftera period of 21 years, after which the trustee has the power to con-
vey an absolute fee in possession or absolute ownership of the truist property, and to mort-
gage, pledge, and lease the same. A provisionin the terms of a tnist for forfeiture of the inter-
est of a trustee or beneficiary if the trustee or beneficiary participates in or seeks to convey,
mortgage, pledge, or Iease trust property after the exprratlon of a 21—year penod of suspen—
sion is void.

<+ Subd.2a. Inappllcable to certam trusts. Subd1v1s10n 2 does not apply to'a trust if the
beneficial interests in the trust are evidenced by.or constitute securities within the meaning of
section 2(1) of the Securities Act of 1933, title 15, United States Code; section 77(b)(1). -

" Subd. 3. Void future interests. Evéry future interest in real or personal property not
v held in trust is void in its creation if it might suspend the power of ahenatron for a penod
longer than a life or lives in being plus 21 years.

History: 1989 ¢ 340 art 1 5 9; I 990 c581s2
501B.10 [Repealed 1996 ¢ 314 s 8] .
501B:11 [Repealed, 1996 ¢ 314 s 8]

'501B.12' GRANTOR AND AGENTS OF GRANTOR:

If a trust instrument reserves to the grantor, ina nonfiducrary capacrty, the control over
any or all investrnent decisions,: :the trustee'is not responsrble for the 1nvestment decrsrons
" made by the grantor oran agent of the grantor A

Hlstory 1989 ¢ 340 art I's 12

[

B N N

501B.13 NONMERGER OF TRUSTS.

.. Subdivision 1. Same trustee and beneficiary. No trust is, invalid-or terminated, and
title to trust assets is not merged because the. trustee or trustees are the same person or per-
sons as the beneficiaries of the trust. S

Subd. 2. Appllcablllty Subd1v1s10n 1 apphes to all trusts whenever executed or
‘created. Ct e ,

History: 199254851 - & .
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501B.14 PROHIBITION AGAINST EXERCISE OF POWERS BY TRUSTEE.

Subdivision 1. Prohibition. No trustee may exercise or partrcrpate in the exercrse ‘of
any of the following powers:

(1) any power of the trustee to make discretionary drstrlbutrons of e1ther prrncrpal or
income to or for the benéfit of the trustee as beneficiary; unless by the terms of the will-or
other written: instrument those, discretionary distributions are limited by an ascertainable
standard relating to that trustee’s health, education, maintenance, or support as described in
sections 2041 and 2514 of the Internal Revenue Code of 1986, as amended through Decem-
ber 31,1992;0r

(2) any power to make drscretronary dxstnbutrons of erther pnncrpal or income to- drs-
charge any legal support or other obligations of-the trustee to any person:. ‘

. Subd. 2. Exercise of affected-powers. Any power described in subdivision 1 that is
conferred upon two or.more trustees may, "be exercised by the trustee or trustees who are not
dlsquahﬁed undef subdivision 1. If there is no trustee qualified to exercise the power, any.
trustee or other person interested in the trust may petition the district court pursuant to section
501B.16 to appoint an additional trustee. The district court may limit the powers of an addi-
tional trustee appomted under thlS subdrvrslon to exercise the . power to make discretionary.
dlstnbutrons wheén 1o other trustee may exercise that power

Subd. 3. Appllcatlon (a) Except as provrded in paragraph (b), this sectron applres to
any exercise of any powers of the trustee after May 14, 1993, under any trust created before,
on, or after May 14, 1993, unless the térms of the trust refer specrﬁcally to this section and
provide that this section does not apply. '

(b) This section does not apply to a trustee:

(1) who retains or is granted an unhnuted lifetime or testamentary power exercrsable in
a capacity other than 4s trustee, to révoke the trust, or to withdraw all of the income and prin-
cipal of the trust, or. to appoint all:of the income and principal of the-trust to the trustee indi-
vidually or the trustee’s estate;

(2) of a trust created on or before May 14,1993, if the entire principal of the trust would
be included in the gross estate-of the trustee for federal €state tax purposes if the trustee had
dred on May 14, 1993, without regard to.any power described in subdivision 1;- .

" (3) of a trust created on or before May 14, 1993, if no part of the principal of the trust
would be included in the gross estate of the trustee for federal estate tax purposes if the trustee
had died on May 14, 1993 wrthout exercrsrng the power; -

) of atrust created onor before May 14, 1993, if (i) the trust s not exempt from genera-
tlon—skrppmg transfer ‘tax under chapter 13 of the Internal Revenue Code of 1986, as
-amended through December 31, 1992, because of Public Law Number 99-514, section
1433(b) to (d); (ii) there would be a taxable terrmnatron w1th respect to the assets held in the
trustif the'trustee and all'beneficiariés of the trust who are assigned to the trustee’s generanon
or a higher generation had died on May 14, 1993; and (iii) the trust would have an inclusion
ratlo as definéd-in'section 2642(c) of the Internal ‘Revenue Code of 1986, as amendedk
thréugh Decérmber 31, 1992, 6f one'with respect to thé'taxable termihation; or A

(5) of atrust created on or before May 14, 1993, 1f (1) on May 14, 1993, there 1$ N0 person
with'the ] power to amend or revoke the trust, and (u) on May 14 1993 there is only one trust-
ee of the trust.’ 'i

(c) This sectionhas no effect on an actron taken by a trustee on or before May 14 1993

““History: 1993 c169s1 .

r

501B 15:DIVISION AND MERGER OF TRUSTS :
' * Subdivision 1. Division. A triistée may, without the approval of any court, divide atrust, °
before or after it is funded, into two or more separate trusts if the trustee determines that di-
v1d1ng the trust is in the best interests of all pérsons interestédin the trust and will not substan-
trally impair-the accomplishment of the purposes of the trust. 5
- Subd. 2. Merger. A trustee miay, without the approval of any court; merge two of more’
trusts having substantially similar terms and identical beneficiaries into a single trust if the
trusteedeterriinesthat merging the trusts is in the best interests 6f-all persons interested in the
trusts-and will not substantially impair the accomplishment of the purposes of the trusts.

; B
R
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Subd: 3 Application. Subdivisions 1 and 2 apply to all trusts whenever executéd or
created. . Sy ; - :

Hlstory ] 995c¢ 1 30 s 2

501B 151 INVESTMENT AND MANAGEMENT OF TRUST ASSETS v

Subdivision 1. Prudent investor rule. (a) Except as otherwisé provided in paragraph
- (b),atrustee who invests and manages trust assets shall comply w1th the prudent investorrule
set-forth in this section.

(b) The prudent investor rule, a default rule, may be expanded, restncted eliminated, or
otherwise altered by the prov1s1ons of a trust. A trdstee is'not liable to a beneﬁc1ary to the
extent that the trustee acted in‘'reasonable reliance on the provisions of the trust. ‘

. Subd. 2. Standard of care; ; portfolio strategy; risk and return obJectlves. (@)A trust-
ee shall invest and manage trust asséts as a prudént investor would, by considering the pur-
poses,terms, distribution requrrements and other circumstances of the trust. In satrsfymg
this standatd, the trustee shall exercise reasonable cate, skill, and caution.

(b) A trustee’s investment and management decisions respectmg individual assets. must
beevaluated not in isolation but in the context of thé trust portfolio as a whole and as a part of
_ an overall 1nvestment strategy havmg risk and return Ob_]eCtIVCS reasonably suited to the
trust. '

(c) The circumstances that a trustee may cons1der in makmg mvestment decisions in-
clude, without limitation, the following: .

(1) general economic conditions;

(2) the possible effect of inflation;

(3) the expected tax consequences of i 1nvestment demsrons or strategres )

.(4) the role that each investment or course of action plays within the overall trust portfo-
lio; ) B L
(5) the expected total return from income and the appreciation of capital; : '
(6) other resources of the beneficiaries known to the trustee, including earning capacity;
(7) needs for 11qu1d1ty regulanty ofincome, and preservatlon or apprec1at10n of capltal
and i S
(8)anasset’s special relatronshrp or specral value, if any, to the purposes ofthe trust orto
one or more of the beneficiaries if consistent with the trustee’s duty of 1mpart1a11ty

(d) A trustee may invest in any kmd of property or type of i mvestment cons1stent w1th the
standards ofthis section: '

(e) A trustee who has special skills or expertlse oris named trustee in rehance upon the}
trustee’s representation that the trustee has special skills or expertlse has a. duty touse those,
special skills or expertise. - '

Subd. 3, Diversification. A trustee shall diversify the mvestments of the trust unless the
trustee reasonably determines that, because of special circumstances, the purposes of the
trust are better served without diversifying. .

Subd. 4. Duties at lnceptlon of trusteeshxp W1th1n a reasonable trme after acceptrng a
trusteeship or receiving trust assets, a trustee shall review the trust assets and make and im-
plement decisions concerning the retention and disposition of assets, in order to bring the
trust portfolio into compliance with the p purposes, terms, distribution requrrements and other
circumstances of the trust, and with the requirements of this section.

Subd. 5. Investment costs. In investing and managing trust assets, a trustée thay only
incur costs that are appropriate and reasonable in relation to the assets, the purposes of the
trust, and the SklllS of the trustee. :

Subd. 6. Revnewmg comphance. Comphance with the prudent investor rule is deter—
mined in light of the facts and circumstances existing at the time of a trustee’s decision or
action and not by hindsight. The prudent investor rule is atest of conduct and not of resultmg
performance. . : = Co -

.. Subd. 7. Language invoking standard The followmg terms or comparable language
. inthe provisions of a trust, unless otherwise limited or modified, authorizes any investment :*
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or strategy permitted.under this section: “investments permissible by law:for invéstment of
trust funds;” “legal investments,” “authorized investments,” “using the judgmentiand care
under the circumstances then prevailing that persons of prudence discretion, .and intelli-
gence exercise in the management of their own affairs, not in regard to speculatlon but in
regard to the permanent disposition of their funds, considering the probable income as well
as the probable safety of their capital,” “prudent man rule,” “prudent trustee rule,” “prudent
person rule,” and “prudent investor rule.”

Subd. 8. Dispesal of property. Unless the’ trust instrument of a court order specrﬁcally
directs otherwise; a trustee need notdispose of any property, real, personal, or'mixed, or any
kind of investment, in the trust, however acquired, until the trustee determines in the exercise
of asound discretion that itis advisable to dispose of the property. Nothingin‘this subdivision
excuses the trustee from the.duty to exercise discretion at.reasonable intervals and to deter-
mine at those intervals the adv1sab111ty of retalmng or disposing of property.

Subd. 9. No llmltatlon on powers of court. This sectron does notrestrict the power ofa
court of proper jurisdiction to permit a trustee to deviate from the terms of a will, agreement,
court ‘order, or othér instrument relatmg to the acqulsltlon 1nvestment remvestment ex-.
change retention, sale, or management ‘of trust property '

' Subd. 10. Triistees defined. As used in this section, “trustee means 1nd1v1dual trustees[‘
and corporations having trust powers acting under wills, agreéements, court orders and other
instruments, whether existing on January 1, 1997, or'made at a later t1me

Subd. 11. Investment compames. (a) In the absencé of an express pI‘Ohlblthn in the
trust instrument, the trustee may acquire and retain securities of any open—end-or closed—end
management type investment company or investment trust registered under the Federal In-
vestment Company Act of 1940. The fact that a trustee which is a banking institution, as de-
flned in'section 48.01, subdrvrslon 2, orany affiliate.of a trustee which is a banking institu-

. tion, s provrdmg services to the investment company or trust as investment advisor, sponsor,
broker, distributor, custodian, transfér agent, registrar, or otherwise, and rece1v1ng com-
pensation for the services shall not preclude the trustee from investing in the securmes of that
investment company or trust. A trustee which is 4 banking institution shall dlsclose toall cur-
rent income beneficiaries of the trust the rate, forinula, and:méthod of the compensation.

=~ (b) This subdivision does not alter the degree of care’ and Judgment requrred of trustees
under this section. : et

: -Subd. 12.-Applicationito exnstmg trusts. Thrs section applies;to trusts eXisting on and

created after January 1, 1997. As apphed to’trusts existing on January 1, 1997 thlS section
governs only decisions or actions occurring after that.date.
Subd 13 Short tltle This sectlon may be cited as the “‘anesota Prudent Investor i

Act” B ] A EEE RS SRRSO f . e S g

Hlstory 1996 ¢ 314 s 4
501B.152 AGENTS OF TRUSTEE. s

(a) Unless prohibited or otherwise restricted by. the terms of the trust 1nstrument atrust-
ee may delegate to any person, even if the personis associated w1th the trustee, any trust func-
tion that a prudent person of comparable skills could propérly delegate under the circum-
stances. The trustee shall exermse reasonable care, Sklll and cautlon 1n

(1) selecting an’agent;” ‘-

(2) establishing the scope and terms of the'delegation, consistent with the purposes and
terms of the trust; and ‘

(3) periodically reviewing the agent’s actions in order to monitor the agent s perform-"
ance and compliance with the terms of the delegation. & -« » e wiat e

‘(b) In performing a delegated trust function, an'agent owes a duty to the trust to.comply
w1th the terms of the-delegation and to act in a manner consistent w1th the purposes and terms
of the trust. This duty shall be enforced by the:trustee. .

-+(c) A trustee who-complies with the requirements of paragraph (a) is not liable to the
beneficiaries or toithe trust for the decisions or actions of the agent tojwhoim the trust function

- was delegated. ‘

YL e
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(d) By accepting the delegation of a trust function from the trustee of a trust that is sub-
k ]ect to the laws of th1s state, an agent submits to’ the Jurrsdrctlon of the courts of thls state

History: 1996 ¢ 31455 a
‘ COURT PROCEEDINGS

501B.16 PETITION FOR COURT ORDER. T

A trustee of an express trust by will or other written mstrument ora person 1nterested in
the trust may petition the district court for'an order: - - L e - -

(1) to confirm an action taken by a trustee; o

(2) upon filing of an accouint, to settle and allow the account

(3) to determine the persons havmg an 1nterest in the 1ncome or pr1nc1pa1 of the trust and
the nature and extent of their interests;

@ to construe interpret, or reform the terms of atrust, or authonze a devratron from the
terms of a trust, inciuding a proceedlng involving sect10n 501B 31

(5) to approve payment of the trustee’s fees, attomeys fees accountants fees or any
other fees to'be charged against the trust; : :

(6) to conﬁrm the appointment of a trustee; : R

(7) to accept.a trustee’s resignation and drscharge the trustee from the trust; - -

- ®)to require a trustee to account; ' N

" -(9).to remove a trustee for cause;- : : S

~ (10) to appoint a successor trustee when required by the terms of the trust 1nstrument or.
when by reason of death, resignation, removal or other cause there is no actlng trustee _ l

a 1) toconfirm an act performed in executron of the trust by a person  while there was no
actmg trustée; :

o 12) to subject a trust to contmurng court supervrsron under sectron 501B. 23

(13) to remove a trust from continuing court supervision under section 501B: 23

(14) to:mortgage, lease, sell, or otherwise drspose of real property held by the trustee
notwithstanding any contrary provision of the trust instrument; S

(15) to suspend the powers and duties of a:trustee in military service or war service in
accordance with:section 525.95 and to order further action authorized in that section; -

(16) to secure compliance with the- prov1s1ons .of sections 501B 33to 501B 45 in ac-:
* cordance with section 501B.41; - = - S Ee QAR
(17) to determine the validity of a dlsclarmer ﬁled under sectlon 501B. 86
(18) to change the situs of a trust; =
(19) to redress a breach of trust;
(20) to terminate a trust;
-(21)to drvrde a trust under sectlon SOlB 15;
(22)to merge two or more trusts under section 501B. 15 or .,
' (23) to instruct the trustee, beneﬁclanes and any other mterested partres in any matter
relating to the administration of the trust and the discharge of the trustee’s dutres

History: 1989 ¢ 340 art 15 13, 1995¢ 1305 3... .

S01B.17 VENUE. R -
A petition under sectron 501B 16 or 501B. 22 may be ﬁled L :
(1)in the case of a trust created by will, in the district courtfor the county where the w111
was probated, or in the district court-for the county where a trustee havrng custody of part or
all of the trust assets resides or has a main place of business;
" (2)in the case of a nontestamentary: trust, in the district court for: the county where a
trustee having custody.of-part or all of the trust assets resides or has a main-place of business;
or . Do R
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*(3) in the case of a trusf holding real property, in the district court for any county in
whrch the real estate is situated.

* Inthe case of atrust withrespect to which there have been pnor court proceedm gs in this
state apetitionunder section 501 B 16 or 501B 22 must be ﬁled in the court 1n wh1ch the prior
proceedings were held. :

History: ‘19.89 c 340 art Is, 4.

TR e

501B.18 ORDER FOR HEARING.

Upon the filing of a petition under section 501B.16, the court shall by order fix atime
and place for a hearing, unless notice and hearing have been waivedin writing by the benefi-
ciaries of the trust then in being. Unless waived, notice of the hearing must be given as fol-
lows: (1) by pubhshmg, at least 20 days before the date of the hearing, a copy of the order for
hearing one time in a legal newspaper for the county in which the pétition isfiled; and (2) by
mailing, atleast 'S days before the date of the hearinig, a copy of the order for hearmg tothose
beneficiaries of the trust who are known to or'reasoriably ascertainable by the petitioner. In
the case of a beneficiary who is a minor or an incapacitated person as defined in’'section
525.54 and for whom a conservator, guardian, or guardian ad litem known to the petitioner
has been appointed, notice must be mailed to that fiduciary. Notice may be g1ven In any other
manner the court orders. S :

Hlstory 1989 ¢ 340 art1s1 5

501B 19 REPRESENTATION OF PERSONS WHO ARE UNBORN UNASCER-
TAINED, UNKNOWN, OR MINORS OR INCAPACITATED PERSONS o

If an interested person is a minor or an incapacitated person as'defined in section'525 54
and has no guardian or conservator within the state, or if an interested pérsonis unborn, unas*
certained, or a person whose identity or address is unknown to the petitioner, the court shall
represent that person, unless the court, upon the application of the trustee or any other 1nter—v‘
ested person, appoints a guardlan ad litem to represent the person

Hlstory 1989 c 340 art1s16

501B.20. HOLDER OF A GENERAL POWER L . o

For purposes of giving notice, Wa1v1ng notice, 1n1t1at1ng a proceedmg, granting consent,
or approval, or objecting with regard to any proceedings under this chapter, the sole holder or
all coholders of a presently exercisable or testamentary general power of appointment, pow-
er of revocation, or unlimited power of withdrawal are deemed to represent and act for bene-
ficiaries to the extent that their interests as objects, takers in default, or otherwise are subject
to the power.

History: 1989 ¢ 340 art 1 5 17; 1Sp1989c2s1 .

501B.21 ORDER AND APPEAL. :

- Upon heanng a petition filed under sectlon 501B.16, the court shall make an order it
cons1ders appropnate ‘The order'is final as to all matters deterrmned | by itand b1nd1ng inrem
upon the frust estate and upon. the 1nterests of all beneﬁc1ar1es vested or contingent, even
though unascertained or not inbeing, except that appeal miay be taken under the Rules of Ap—
pellate Procedure. : '

‘ Hlstory 1989 c 340 art ] s ]8

501B 22 CONFIRMATION OF APPOINTMENT OF TRUSTEE , .

_ Aperson appomted as trustee of an express trust by a will or other wntten 1nstrument or
any interested person may file i in the district.court an ex parte petition-to confirm the appoint-
ment of the trustee and spec1fy the manner in-which the trustee must qualify. Upon consider-
ation of the petltlon the court shall make an order it considers appropriate. A trustee whose
. appointment is conﬁrmed under this section is Sllb_]CCt to section 501B 23.. Lo

Sk Hlstory 1989-c340 art I's 19 -
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501B.23 INVENTORY; ANNUAL ACCOUNT; CONTINUING COURT SUPERVI-
SION.

. A trustee whose appointment has been confirmed by court order under SCCthIl 501B 22
oratrustee otherwise subject to continuing court supervrsron by court order shall file with the
court administrator of the district court an inveritory containing a list of all property then be-
longing to the trust. The trustee shall then render to the court at least annually a verified ac-
count containing a complete inventory of the trust assets and itemized principal and income
accounts. This section does not apply to trusts estabhshed in connectlon w1th bonds issued
under chapter 474.

Hlstory I 989 c 340 art I s 20

501B.24 JU RISDICTION

Once a district court has assumed Junsdrctlon of atrust, the drstnct court has ]unsdrctron
as a proceeding inrem, until jurisdiction is transferred to another court or terminated by court
order. This chapter does not limitor abrrdge the power or Junsdlctron ofthe drstnct court over
trusts and trustees. : T

Hlstory 1989 ¢ 340 art ] s 21
501B.25 APPLICATION. o _

Sections 501B.16 to 501B.23 do not apply to trusts in the'nature of mortgagés or to
trusts commonly known as voting trusts. Sections 501B.16 to 501B.23 apply, however, un-
less otherwise providedin the trust instrurent; to trusts estabhshed in corinection with bonds’
issued under chapter 469, and, at the sole election of the issuer of botidsissued under chapter
469; without a trust indenture, to the pledges and other bond covenants:made by the issuer in
one-or more resolutions with respect to the bonds. If the issuer so elects to apply sections
501B.16 to 501B.23, for such purposes only, the pledges and other bond covenants shall be
deemed the “trust,” the resolution or resolutions shall be. deemed the “trust instrument,” and
the issuer shall be deemed the “trustee’ notwithstanding the absence of any fiduciary respon--
srbrhty owed by the “issuer” toward the bondholders. Nothing in this section shall preclude
the issuer from seeking approval under sections 501B.16to 501B.23 of the creation of any
express trust under a trust indenture and the appomtrnent of a trustee thereunder to act as a
ﬁduc1ary for the benefit of the bondholders. As used in sections 501B 16 to 501B.23, “per-
son” 1ncludes an art1f1c1al as we11 asa natural persor, and “beneﬁcwry 1ncludes a bondhold—
ef.

Hlstory 1989 c 340 art 1 s 22 1 993 c 271 58

CHARITABLE TRUSTS AND THEIR SUPERVISION

et
501B.31 CHARITABLE TRUSTS

Subdivision 1. Validity and construction. No charitable trust is invalid because of.in-
definiteness or uncertainty of the object of the trust or of its beneﬁcranes designated in the
instrument creating the trust or because the trust violates a statute or rule agalnst perpetuities.
No charitable trust may prevent or, limit the free ahenatron of the title to any.of the trust estate
by the trustee in the adrmmstratlon of the trust except as may be permitted under ex1$t1ng or
subsequent statutes.

Subd. 2. Liberal interpretation; administration. A charitable trust must be 11bera11y
construed by the courts so that the intentions of the donor are catried out when possible, and
the trust must not fail solely because the donor has imperfectly outlined the purpose and ob-
ject of the charity or the méthod of administration. If thé district court of the | proper county’
determines that the purpose and 'object of the donor’s‘charity are imperfectly expressed, the
method of administration is incomplete of ‘imperfect, or circumstarices have'so changed
since the execution of the instrument creating the trust as to rénder impracticable, inexpedi-"
ent, or impossible a literal comphance with the terms of the instrument, thé'court may, upon
the petition of the trustee under section'501B.16, make an order directing that the trust must
be administered or expended in a manner the court determines will; as nearly as possible,
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_accomplish the general purposes of the instrument and the object and intention of the donor
without regard to, and free from.any specific restriction, limitation, or direction it contains.
Subd. 3. Laws not affected. Nothing in this section impairs, limits, or abridges the op-
eration and efficacy of the whole or.any part of a statute that authorizes the creation'of a cor-
poration for charitable purposes or that permits-a municipal corporation to act as trustee fora
public or charitable purpose. Nothing in subdivisions 1 to 3 of this section applies to a gift,
bequest,.devise, or trust made, created, ‘or arising by or under the provrsrons of the W111 ofa
person who died before April 15, 1927. -

Subd. 4. Determination of trust, gift, bequest, devise. (a) This subd1v151on apphes toa
gift or trust made or created by a living person before April 15, 1927, or a gift, bequest, de-
vise, or trust made or created by or under the will of a person who died before April 15, 1927.

(b) If a gift, trust, or devise has been made for a charitable, benevolent, educational,
religious, or other public use or trust,ior upon-a condition, limitation, or restriction of any
kind, the property given, entrusted, or devised may be used only for that use or trust and in
accordance with the condition, limitation, or restriction. The grantee, devisee, trustee, or oth-
er holder of property may petition the court under section 501B.16 for determination of the
legal nghts and relatronshlp of the holder, the pubhc the grantor, and the grantor’s helrs rep-
tesentatives, or assigns in'and to the property.

(c) If the court determines that circumstances have so changed since the execution of the o

instrument as to render impracticable, inexpedient, or impossible a literal compliance with -
the terms or conditions of the instrument, but the terms and purposes of the instrument may
be substantially performed, the court may order that the terms of the instrument be performed
and the property be administered or.expended in a manner that Wwill, in the judgment of the
court, as nearly as possible, accomplish the general purposes of the instrument and the inten-
tion of the grantor without regardto, and free from any, spec1flc restriction, hrmtatlon condi-
tion, or direction contained in the instrument. - .; . . ok
Subd. 5. Attorney general. In cases arising under this section, the attorney general
must be given notice of any court proceedmgs pursuant to section 501B.18. The attorney
general shall represent the beneficial interests in those cases and shall enforce, affected trusts..

History: 1989 ¢ 340 art 1 5 23

501B.32 PRIVATE FOUNDATIONS CHARITABLE TRUSTS SPLIT—INTEREST ,
TRUSTS.

Subdivision 1. Incorpora_ted provnsrons A willor trust instrument that creates, a trust
that is: (1) a “private foundation,” as defined in section 501(a) of the Internal Revenue Code
of 1986; or (2) a “charitable trust,” as defined in section 4947(a)(1) of the Internal Revenue .
Code of 1986; or (3) a “split—interest trust,” as defined in section 4947(a)(2) of the Internal
Revenue Code 6f 1986, and any other instrument govemrng the trustee of one of those trusts
or the use, rétention, or disposition of any of the incomé or property of one of those trusts,
must be consrdered to'have mcorporated withir it the . provisions in paragraphs (a) to () with
respect to the trust and its trustee. Except as provrded in subdivision 2, paragraphs (a) to (e)
govern the administration and distribution of the trust notw1thstand1ng provrslons of the gov-
erning instrument, statute, or law-of this state to’the contrary. .

' ' (a) The trustee shall distribute for each taxable year of the trust amounts at least suffi-
cient to avoid liability for the tax 1mposed by sectlon 4942(a) of the Intemal Revenue Code of
1986.

(b) The trustee shall not engage in anactof’ “self—deahng, asdefinedin section 4941 (d
of the Internal Revenue Code of 1986, which would give rise to 11ab111ty for the tax imposed
by section 4941(a) of the Internal Revenue Code of 1986. Ve

- (¢) The trustee shall notkeep “excess business holdings,” as defined in section 4943(c)
of the Internal Revenue Code of 1986, that would give rise'to 11ab111ty for the tax 1mposed by -
section 4943(a) of the Internal Revenue Codeé of 1986.¢ .

(d) The trustee shall not make investments that would ]eopardlze the ¢ canymg outof any
of the exempt purposes of the trust, within the meaning of section 4944 of the Internal Reve-
nue Code of 1986, so as to give nse to 11ab111ty for the tax 1mposed by sectron 4944(a) of the
Internal Revenue Code.of 1986. - . N
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(e) The trustee shall not make a “‘taxable expendlture as-defined in section 4945(d) of
the Internal Revenue Code of 1986, that would give rise to 11ab111ty for the tax 1mposed by
section 4945(a) of the Internal. Revenue Code of 1986. - :

-Subd. 2. Exception. Subdivision 1 does not apply to the extentthata court of competent
jurisdiction determines that application would be contrary to the terms of the will, trust
instrument, or-other governing instrument described in subdivision 1 and that the will, trust
instrument, or other governing instrument may not be changed to conform to subdivision 1.

Subd. 3. nghts and powers of courts, attorney general. Nothing in this section im-
pairs the nghts and | powers of the: attomey general or the courts of thlS state w1th respect toa
trust. D

Hlstory 1 989 c 340 artls24

L SUPERVISION OF CHARITABLE
. TRUSTS AND TRUSTEES ACT ..

501B.33 CITATION.
" Sections 501B.33 t0 501B.45 may be crted as the “Superv1810n of Charltable Trusts and
Trustees Act.”

_ History: 1989 ¢ 340anis2s. . o

501B.34 CHARITABL_E TRUSTS; SUPERVISION BY ATTORNEY GENERAL.: -

.Sections 501B.33 to 501B.45 apply to tristees holding property for charitable pur-
poses In.connection with the supervision; administration, and enforcement of charitable:
trusts, the attorney general has the rights, duties, and powers in sections 501B 33to0 501B. 45
and common law and statutory nghts duties, and powers T )

Hlstory 1 989 c 340 art 1 s 26 '
501B.35 DEFINITIONS o co : :

Subdivision 1. Scope. The definitions in this section apply to sections 501B.31 to
501B.45 and do not modify or abridge any law or rule respecting the nature of a charitable
trust ot the nature-and extent 'of the duties of a trustee except duties‘imposed by sections
501B 31to 501B.45.

*" Subd. 2. Charitable purpose. “Charitable purposé” means an actual or -purported char-
itable; phiilanthropic, rehglous socral serv1ce educattonal eleemosynary or other public use
or purpose.

Subd. 3. Charltable trust. “Chantable trust” means a ﬁducrary relatlonshlp with re-
spect to property that arises as a result of a manifestation of an intenfion to create it, and that
subjects the person by whom the property ishéld to equltable duties to deal with the property.
for a charitable purpose. As used in'this deﬁmtlon property includes allincome derived from
fees for services.

Subd. 4. Trustee. “Trustee means a person or group of persons e1ther inan 1nd1v1dual
or a joint capacity, or a director, officer, or other agent of an association, foundation, trustee
corporation, corporation, or ‘other legal entity whois vested with the control or responsibility
of administering property held for a charitable purpose.

History: 1989 ¢ 340 art 1 s.27 1997 ¢222.5 57 .-

501B.36 REGISTRATION AND. REPORTING
The registration and reportmg provisions of sections S01B. 37 and 501B 38 apply toa

charitable trust, including an organization with a charitable purpose, that has gross assets of

$25,000 or more at any time during the year, except that the provisions do. not apply to:

. (1) acharitable trust administered by the United States or a state, territory, or possession
of the United States, the: District of Columbia, the Commonwealth of Puerto Rico, or any of
their agencies or subd1v151ons ;. : L

(2) areligious association orgamzed under chapter 3 15 -or chapter 317A
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(3) a charitable trust organized and operated exclusively for religious purposes and' ad—
nunlstered by a religious association organized under chapter 315 or 317A; Co

~-(4) an organization described in section 509(a)(3) of thie Internal Revenue Code of 1986
and operated, supervised, or-controlled by or in connection with one or more organizations
described in clauses (2) to (5); a pooled income fund as defined in section 642(¢)(5) of the
Internal Revenue Code of 1986 maintained by an‘organization describedin clauses (2) to (5);
or a charitable remainder annuity trust or unitrust, as defined in section 664 of the Internal
Revenue Code of 1986; !

(5) atrustin which the only charitable interest s a contlngent 1nterest for which no char-
itable deduction has been allowed for Minnesota income, inheritance, or gift tax purposes or
a trust in which not all of the unexpired interests are devoted to one of more charitable pur-
poses and in which the only charitable interest is ari annuity or an income interest with respect
to which a charitable deduction is allowed the trust under apphcable Mlnnesota 1ncome tax
laws; RN

(6)an orgamzatlon reglstered with the attomey general pursuant to sections 309 52 and
309.53; - . g
(7) a trust for 1nd1v1dual and chantable beneﬁc1ar1es that is descnbed in sectlon
4947(a)(2) of the Internal Revenue Code of 1986, also known as a split—interest trust; or

.(8) a charitable gift, bequest or devise not held and continued by a private express trust
or corporation even though the gift, bequest; or.devise creates a fidiiciary relationship, unless
there is no named charitable beneficiary in existence or unless a named charitable beneficia-
ry elects in a writing filed with the attorney general and with the ﬁdumary to come w1ttnn the
provisions of sections 501B.37 and 501B.38.. ‘ N

Hlstory 1989 ¢ 340 art 1s 28 art 2:56; 1995 c235s 12

501B 37 REGISTER OF TRUSTS' AND TRUSTEES o L

" Subdivision 1. Establishment of register; transfer to attorney general The attormey
general shall establish and mamtaln a reglster of chantable trusts and trustees subJect to sec-
tions 501B.33 to 501B.45. - ‘

Subd. 2. Filing of mstruments Except as otherwise provrded in sectlon 501B 36, a
charitable trust shall register and file with the attorney general acopy ofits articles of incor-
poratlon or the instrumerit that created the charitable trust, including any amendments, w1th-
in three months after the ‘charitable trustfirst receives possess1on or control of property au-

- thorized or required to be applied, either at present or in the future, for charitable purposes.

Subd. 3. Registration fee. A $25 reglstratlon fee shall be pa1d by every chantable trust
filing the mfonnatlon required by this section. - B .

History: 1989 ¢ 340 art Is 29 ]995 c 235 513, 14

501B.38 INFORMATION FILING.

Subdivision 1. Deadlines; extensions. A charitable trust subject to sections 501B.33to
501B.45 must file with the attorney general a copy of i its federal tax or information return,
including all schedules and amendments, submittéd’ by’ the charitable trust to the Internal
Révenue Service for the period covered in the trust’ s accountlng year last completed. If the
charitable trust does not file'a federal tax or mformatlon return, it shall file 4 balance sheet
and a statement of income and expenises for the accountmg year last completed

"Subd. 1a. Extensions. The information requlred by this section must be filed annually
ori or before the 15th day’ ‘of the fifth month followmg the close of the chantable trust’s tax- -
able year as established for federal tax purposes The time for ﬁhng may be extended by ap-
plication to the attorney general, for up to six months, provided the applicant has requested ari
extension to file its federal tax réturn tinder section 6081 of the Intérnal Revenue Code of
1986. A charitable trust that files the irfformation required undef this subdivision with- the
attomey general 18 not requlred to file- the same 1nformat10n with the comnnsswner of reve-
nue. :

Subd 2. Suspension of ﬁlmg The attorney general may suspend ‘the flhng requlre—‘
ments under subdivision 1 for a particular charitable trust for a reasonable, specifically des-
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ignated time on written'application of the trustee filed with the attorney genefal. If the filing
requirements are suspended, the attorney general shall file in the register of charitable trust§a
written statement that the interests of the beneficiaries will not be prejudiced by the suspen--
sion and that the information required by thrs section is, not requrred for proper supervision by
the attorney general’s office. :

..Subd. 3. Filing fee. A $25 filing fee shall be pard by every chantable trust frlrng the in-
forrnatron required by this section.

Hlstory 1989c340 artl §30; 1995 ¢ 235 s 15 1996c471 art 13s22 o

501B 39 PUBLIC INSPECTION OF RECORDS

" The register, copies of instruments, and the reports filed. with the attorney genera] must
be open to public inspection.. , - . o ‘

Hlstory 1989 c 340 art 1 s 31

501B 40 INVESTIGATORY POWERS OF THE ATTORNEY GENERAL CUSTO-
DIANS TO FURNISH COPIES OF RECORDS. ST

Subdivision 1. Discovery. The attorney’ general mdy conduct’ mvestrgatrons that are
reasonably necessary for: (1) the administration of sections 501B.33 to 501B.45; or (2) deter-
mining whether property held for charitable purposes is properly administered. In connec-
tion with an investigation under this section, the attorney general may obtain discovery from
an agent, trustee, fiduciary, beneﬁcrary, institution, association, corporation, or other person
regarding a matter, fact, or circumstance, not privileged, that is relevant to the subject matter
involved in the investigation. The discovery may.be obtained without commencement of a
civil action and without leave of court, except as expressly required by subdivision 2. The
applicable protective provisions of Rules 26.02, 30.02, and 30.04, of the Rules of Civil Pro-
cedure for the District Court apply,to discovery procedures instituted under this section. The
attorney general or a person to whom drscovery is directed may apply to and obtain leave of
the district court in order to reduce or extend the time requirements of this subdivision, and,
upon a showing of good cause, the district court shall order a reductron or extension. In order
to obtain discovery, the attorney general may: .

(1) serve written 1nterrogator1es on aperson. Wlthm 20 days after service of i mterrogato-
ries, separate written answers and ob_]ectrons to, each 1nterrogatory must be mailed to the at-
torney general; P o .

(2) upon reasonable ertten notrce of no less than 15 days requrre a person to produce
for mspectron and copy1ng documents, papers books, accounts, letters, photographs, ob-
jects, or tangible things in the person’s possession, custody, or control; and

(3) upon reasonable written notice of no 1€ss than 15 days, take the testimony of a person
by deposition as to a fact or opinion relevant to the subject matter.involved in:the pending
1nvest1gatron

Subd. 2.Order by court. If a person fails or refuses to answer mterrogatorres produce
materials, or be examined under oath, the attorney general may,: upon notice to the person,
apply to the district court in the county where the person resides or is found for an order to.
compel compliance, On a showing of cause by the attorney. general the court may jssue an.
order to compel comphance with the drscovery procedures authorrzed by this section. A

Subd. 3. Public records. A custodran of records of a court havmg Junsdrctron of pro-
bate matters or of charitable trusts, and’ a custodran of records of a department, agency, or,
political. subdivision of this state shall, upon request, furnish to the attorney general, free of .
charge, copies of fecords relatmg to the sub_]ect of sections 501B 33t0501B45. ...

‘Subd. 4. Report. of appllcatrons for tax exemptron Every .officer, agency, board or:
commission.of this state that receives an application.for exemption from taxation from'a
charitable trust subject to sections 501B.33 to 501B.45 shall annually file with the attorney
general a list of all applications received during the year and shall notify the attorney general
of the suspension or revocation,of a tax exempt status: prevrously granted Y

- History: 1989 c.340 art 1 s 32
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501B.41: BREACH OF TRUST; PROCEEDINGS TO SECURE COMPLIANCE.

Subdivision 1. Enforcement powers. The attorney general may institute appropnate
proceedings to obtain compliance with sections 501B.33 to 501B.45 and the proper adminis-
tration of a charitable trust. The powers and duties of the attomey general in this sectron arein
addition to all other powers and duties.

Subd. 2. Participation by attorney general The attomey general must be notified of, ,
and has the right to participate as a party in, all court proceedings:

(1) to terminate a charitable trust or to’ hqutdate or distribute its assets;

(2) to modrfy or depart from the objects or - PUrPOSES (¢ of a charitable trust as contamed in,
the in§trizment govemmg the trust mcludmg a proceedmg for the application of the doctrine
of cy pres;

B)to construe the provrsrons of an instrument with respect to a charitable trust;
.(4) to review an accounting of a chantable trust submitted by a trustee; or

3) 1nvolv1ng a charitable trust when the interests of the uncertain or indefinite charita-
ble beneficiaries may be affected.

Subd. 3. Exemption from notice requirement. The attorney general need not be pro-
vided with notice under subdivision 2 of a charitable gift, devise, or bequest (1) for which the
donor or testator has named as a charitable beneficiary an orgamzatlon that is then in exis-
tence; or (2) that is not held and continued by a private express trust or corporatlon whether :
or not the gift, devise, or bequest creates-a fiduciary relationship: :

This subdivision does not affect any other notice to the attorney general requrred bythis -
chapter. ‘
Subd: 4. Failure to give notice. If proceedings are commenced without service of pro-
cess and service of the pleadings upon the attorney general, a judgment or-order rendered in°
the proceedings is voidable, unenforceable, and, upon the attorney general’s motion seeking
relief, may be set aside.:With respect to the proceedings, no compromise, settlement agree-
ment, contract or Judgment agreed to by any or all of the parties having or claiming to have
an interest in a charitable trust is valid unless the attorney. general was made a party.to the
proceedmgs and joined any agreement or ‘the attorney general, in writing, waived the rightto
participate. The attorney general may enter into a compromise, settlement agreement, con-
tract, or judgment that the attorney general believes is in the best mterests of the people of the
state and the uncertain or indefinite beneﬁcrarles o
Subd. 5. Wills. The personal representatrve shall send to the attomey general acopy of
the petition or application for probate together with a copy of the will and any codicils that are
being offered for probate:
(1) when a will provides fora bequest of devise for a charitable purpose for which there
isno named charitable beneﬁmary or for whlch there is thenin exrstence no named chantable
beneficiary; .
(2) when a will prov1des for bequests or dev1ses for charltable purposes in excess of
$150,000;
(3) whena will providesfor.d bequest ordevise toa named charltable beneﬁc1ary that T
in I'CCCIVCI‘Sh]p, or . . Lo R
* (4) upon'awritteni request served on the personal representatrve by a named charitable
beneﬁcrary prior to the order allowing the final accéunt or; in-unsupervised proceedlngs
wrthm 30 days after service of the final account on the charitable beneﬁcrary ’
-+Theé personal representative shall serve the docuriients on the aftorney general and file
with the appropriate court a copy of the affidavit of service on the attorney general. If the
: personalerepresentatrve was.réquested to notify the attorney general of the probate proceed-
ingsdccordingtoclause: (4) the requesting party shall file with the court a copy of the request -
and the affidavit of service on the personal representative. ' '
< If objecttons are filed to'a ‘will or cod1c11 ‘containing any bequest ordevisetoa charitable
trust, the person filing: the objections, 4t least 14 ddys before the héaring, shall send to'the

. attorney-general a copy-of the objections, a copy 6f the petition or ‘application for’ probate a
" copy of the w111 and any codicil that has been offered for-probate.- v
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Any service upon the attorney general under this section must be made personally or by
regrstered or certified mail, return receipt requested The attorney general may become a
party in the estate proceedrngs »

Subd. 6. Breach of trust. The, failure of a trustee to register under section 501B 37, to
file annual reports under section 501B.38, or to administer and manage property held for
charitable purposes in accordance with law or consistent with ﬁducrary obhgatlons consti-
tutes a breach of trust.

Subd. 7. Civil actions. The attorney general may begrn a c1v11 actionin order to remedy
and redress a breach of trust, as described in subdivision 6 or as otherwise provided by law,
committed by a trustee subject to sections 501B. 33 to 501B.45. If it appears to the attorney
general that a breach of trust has been committed, the attorney general may sue for and ob—’_
tain:

(1) injunctive relief agamst the bredch of trust or threatened breach of trust;

(2) the removal of a trusteée who has commltted or 1s comrruttmg a breach of trust

- (3) the recovery of damages; and’

(4) another approprlate remedy

»Hlstory 1989 ¢ 340arils 33

501B. 42 CONTRARY PROVISIONS OF INSTRUMENT INVALID. :
Sections 501B.33 to 501B.45 apply regardless of contrary provrslons of an 1nstrument

- History: 1989 ¢ 340 art 1's 34

501B.43 COST OF INVESTIGATIONS AND PROCEEDINGS REGISTRATION
AND FILING FEES. » :

* Subdivision 1. Expenses payable Ina proceedlng brought by the attorney general orin
whrch the attorney general intervenes under sections 501B:33 to 501B.45, the judgment or
order may provide that the trustee must pay the reasonable expenses necessanly incurred by
the attorney general in the investigation and prosecution of the action, 1nclud1ng attorneys’
fees, if it is determined in the proceeding that the trustee has been gullty of an 1ntent10na1 or
grossly negligent breach of trust ‘

Subd. 2. Disposition of money. All money ‘received by the attomey general under this
section must be deposrted in the state treasury and credrted to the general fund

Hlstory 1989 ¢ 340 art ls 35

501B.44 IMMUNITY OF CHARITABLE TRUSTS
A charitable.trust is an * orgamzatlon for purposes of sectlon 317A. 257 and that sec-
tion applies to charitable trusts.

History: 1989 c 340 artl s 36;.art2:s7 - - . ..

501B.45 SALE OF BANKS OWNED BY CHARITABLE TRUSTS. - ..o

Subdivision 1. Definitions. For the purpose of this section, “charitable tfust” means a -
charitable trust subject to supervision by the attorney general under the Supervisionof Chari-
table Trusts and Trustees Act,:sections 501B.33 to 501B.45, that is required to.divest excess

_business holdings by section 4943 of the Internal Revenue Code of 1986 and that owned 100 -
percentof abank holding company on May 26, 1969 the date of enactment of section 4943 of
the Internal Revenue ‘Code of 1954. . o

'Subd. 2. Authorlzatlon .The stock.or.assets of one or.more banks ora. bank holdrng.-.
company owned directly or indirectly by a charitable trust may be sold, assigned, merged or:
transferred by the charitable trust under the-procedures in section 48.93 to a bank holding .
company, bank, or other quahﬁed ent1ty as permitted by apphcable banking laws without "
regard to whether the entity acquiring the stock or assets is located in a reciprocating state. .

Subd. 3. Leglslatlve intent. Itis the express intention of the Minnesota legislature to act

pursuant to United States Code, title 12; section 1842(d), to-permit certain charitable truststo .~
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sell, assign or transfer certain financial institutions’assets without regard to whether the en-
tity acquiring the assets of the charitable trust is located outside of this state. -

Subd. 4. Additional acquisitions. A bank holding company, other than a recrprocatrng
state bank holding company as defined in section 48.92, subdivision 8, that directly or indi-
rectly a(_:qu-ires control of a bank located in this state under the provisions of this section may
acquire additional bank assets through the expenditure of an annual amount not to exceed
five percent of the Minnesota assets of the acquired bank holding company as of December
31 of the preceding year. The restrictions within this subdivision apply only until the-bank
holding company making an acquisition under this section becomes a reciprocating state
baiik holding company. This section does not prohibit the bank holding company from being
graiited a charter for a de novo bank or from establishing de novo detached fac1ht1es pursuant
to Minnesota law.

Hlstory 1989 c 340 art ] s 37 = . .
SALES AND LEASES OF REAL PROPERTY '

I

501B 46 PETITION FOR COURT ORDER TO SELL MORTGAGE OR LEASE
: REAL PROPERTY HELD IN TRUST ‘
(a) Except as provrded in paragraph (c), if the assets of an express trust by w111 or other
written instrument include real property in this state that the trustee is not, under the terms of
the trust, then permitted to sell, mortgage, or lease, and if section 50 iB.23is apphcable to the
trust, the trustée or'abeneficiary of the trust may petrtron the couft ‘then havrng jurisdiction of
the trust for an order directing the trustee tosell, mortgage or lease the real property or a paft’
oftherealpropexty P A B -
‘ (b) Except as provrded in paragraph (c), 1f the'assets of an express trust by’ will or other

written instrument include real property in this state that the trustee is not, under the terms of
the trust; then permitted to sell, mortgage, orlease, and if section 501B.23 is notapplicableto
the trust, the trustee or a beneficiary of the trist may petition an appropnate district court
under section 501B.16 for an order directing the trustee to sell, mortgage, or lease the real
property or a part of the real property.

(c) If a trust is of the kind described in section 501B 09, subdrvrsron 2a no order de-

scribed in paragraph (a) or (b) may be entered upon a petition filed by a person other than the
trustee. o

Hlstory 19896340art1s38 19906581 s3 Cow

501B 47 PETITION BY. OWNER OF PRESENT OR FUTURE INTEREST F OR‘ :
COURT ORDER TO SELL MORTGAGE OR LEASE INTERESTS IN REAL' ‘
PROPERTY. - -

Notwithstanding a contrary provrsron in the instrument creatlng the interests, when the
ownership of real property situated in this state‘is-divided into one or miore possessory inter-
ests and one or more future interests; the owner of an interest may petition:the district court -
for the county inwhich any of the real property is situated for an order drrectmg that the real -
property or part of the real property be sold, mortgaged, or leased. If an owner is a minor or
incapacitated person as defined in section 525.54, the petrtron may be made on behalf of the
owner by a custodlan conservator, or guardlan P Vi >

Hlstory 1 989 c 340 art 1s 39

501B 48 WHEN PETITION MAY BE GRANTED : S

" Subdivision 1. Petition under section 501B.46. The court to whrch a pet1t1on to sell,”
mortgage or lease has been made under section 501B 46 may grant the peutlon on terms it
consrders approprlate if the court deterrmnes that ‘ -

(1) if the interest in real property were owned in fee snnple or absolute ownershrp by a
srngle individual, 4 sale or mortgage of the interest would be desrrable because total invest-
ment returns, including appreciation and the value of - any use of the real property by trust
beneficiaries, were inadequate; or
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- (2) an order directing a sale or moitgage would be economically advantageous to the
trust beneficiaries to whom trust income is distributable or may be distributed and would not
be seriously disadvantageous to any trust beneficiary. ¥ :

The court to which a petition to lease has been made under section 501B 46 may grant
the petition on terms it considers appropriate, even though the term of the'lease may extend
beyond the term of the trust, if the court determines that an order drrectmg “lease would be
economically advantageous to the trust beneficiaries to whom trust incomeis distributable or
may be distributed and would not be seriously drsadvantageous to any trust beneﬁcrary

Subd. 2. Petition under section 501B.47. The court to which a petrtron to sell or mort-
gage has been made under section 501B.47 may grant the pet1t1on on terms it consrders ap-
propriate if the court determines that:

(1) were the real property held in trust for the owners of the possessory and future 1nter—
ests in the property, retention of the real property by the trustée without the sale or mortgage
would be inconsistent with a trustee’s common law duty to administer the trust impartially as
between the holders of successive interests in income and principal;

(2) if the interest in real property were owned in fee simple or. absolute ownership by.a
single individual, a sale or mortgage of the intérest would be desirable because total invest--
ment returns, including appreciation and the value of any use of the real property by posses-
SOry owners, were madequate or

(3) an order drrectrng a'sale or mortgage would be economrcally advantageous to the,
owners of- possessory interests in the real property and would not be senously disadvanta-
geous to the owner of any i 1nterest in the property. . ..

The court to which a pet1tron to lease has been made under sectron 501B 47 may grant
the petition on terms.it considers appropriate,-even though the term of the lease may extend
beyond the duratron of the possessory interests in the real property, if the court determines
that an order drrectrng a lease would be economically advantageous to.the owners of posses-
sory interests in the real property and would not be seriously. drsadvantageous to the owner of
any interest in the property . : :

~ History: 1989 ¢ 340 art 1 5 40

501B.49 NOTICE OF HEARING.

Subdivision 1. Hearing required. On the filing of a petition-under section 501B.46 or
501B.47, the court shall, by order, fix a time and place for a hearing on the petition unless a
hearing has been waived in writing. In:the case of a-petition under section 501B.46; each
beneficiary of the trust then in being must join in the waiver. In the case of a petition under..
section 501B.47, each person in be1ng who owns an interest in the real property must Jorn in"
the waiver.

Subd: 2. Notlce Notrce of heanng must be grven by pubhshmg a copy of the order for’
hearing one time in a legal newspaper for the county in which the petition is‘filed at least 20
days before the date of the hearing, and by mailing copies of the order for hearing in the man- -
nerspecified in this subdivision or in another manner ordered by the court: In the case of a”
petition under section 501B:46, mailed notice must be given'by mailing a copy of the order*
for hearing to those beneficiaries of the trust then in being who are known 'to or reasonably’
ascertainable by the petitioner and, in the case of a beneficiary who is a minor or an incapaci-
tated person as defined in section 525.54, to the conservator or guardian, or if none is acting
within the state, to the guardian ad litem of the beneficiary, atleast 15 days before the date of
the hearing. In the case of a petition under section 501B.47, malled Jrotice must be given by
mailing acopy of the order for heanng to those persons owning an interest in the real property
then in béing who are kiiown to or feasonably ascertainable by the petrtroner and, in the case
of a person who is a minor or an mcapacrtated person as defined in section 525.54, to the
conservator or guatdian, or if rione is acting within the state, to the guardian ad lrtem of the
person at least 15 days before the date of the heanng

Hlstory 1989 ¢ 340 art 1 s 4]

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

441 TRUSTS 501B.53

501B.50 REPRESENTATION OF PERSONS WHO ARE.UNBORN, UNASCER-
TAINED, UNKNOWN, OR MINORS OR INCAPACITATED PERSONS '

. K aninterested person is a minoror an incapacitated person as defined in section 525 .54
and does not have a guardian or conservator within the state; the court shall appoint a:guard-
ian adlitem for the person. If an interested person is unborn, unascertained, or a person-wh(“)'se
identity or address ismnknown to the petitioner, the court shall represent the* person, but the
court may;:upon- the application of the petitioner or another interested person of on 1ts own
, motlon appoint a guardian ad litem to represent the person Ly :

Hlstory 1 989 c340artls 42

501B 51 ORDER UPON PETITION EXECUTION OF TRANSACTION ’
“Stibdivision 1. Form of order, conclusiveness. Ata hearmg under sectron 501B 49;
the court shall make an order it considers approprrate If the petition is granted in whole orin”
part, the order must spe01fy the réal property to'be sold mortgaged, or leased and the terms"
and conditions on which the transaction is to be consummated The order is final and conchi-
sive as to all matters determined by it and bmdmg in rém on all persons mterested in the real
property, whether their interests are vested or confingent, éven though the person is a'minor,
incapacitatéd as defined in section 525.54, unascertained, or not in being, except that appeal
may be taken in the manner provided in the Rules of Appellate Procedure.
, Subd. 2. Execution of order. (a) In the case of a petition under section 501B.46, all
transactions required by the order must be executed by the trustee.
“ (b) Inthe case of a petition under section 501B.47, the court shall appomt asuitable per-

. son as receiver to act for the court in executing each transaction requrred by the order. Each”

required transaction must be executed by the recelver : : : ;

 History: 1989 c 340 art 1543

PR
st

501B.52 REPORT OF AGREEMENT FOR CONFIRMATION

Before a sale, mortgage, or lease is made under an order described in section 501B.51,
the trustee’or réceiver shall'entér into an agreement for the sale, mortgage, or lease, subject to-
the approval of the court, and must report the agréement té the court under, oath Atleast 15
days before the hearing on the confirmation of the agreeiiient, the trustee ot receiver shall
mail a copy of the agreement to each interested party to whom mailed notice'Was given under -
section 501B.49 and to any interested party who did not receive notice but appeared at the
hearing on the petition.

H]story 1989 c 340 art 1 544 ‘ r N

501B.53 ORDER OF CONFIRMATION ; CONTENTS AND SUBSEQUENT PRO- -
.CEDURES; DISTRIBUTION OF ASSETS RN :

-. Subdivision 1. Order to execute agreement Ifan agreement reported to the court un-
Ader section 501B.52 is found by the court to-conform to the -order described in section
501B.51, the court shall make an order approving and confirming the agreement and diréct-
ing the trustee or receiver to execute and deliver the deed mortgage or lease of real property
requrred by the agreement.

. Subd. 2. Costs; allowances. The order of conﬁrmatxon may drrect that each partrcrpant
in the proceeding be paid reasonable costs of the proceeding mcurred by the partrcrpant The
order of confirmation may make appropriate allowances to persons who have served in the
proceeding as receiver, guardian ad litem, or counsel, and may direct the manner of payment
of these allowances.

" Subd. 3. Safekeeping, management and dlstrlbutlon ‘of assets: The order’ of con-
firmation must include appropriate prov1s1ons for the safekeepmg, management and dis-’ ‘
tribution of assets derived from the ordéred transaction. In the case of assets derived froma’
transaction executed by a trustee under section 501B.51, subdivision 2; paragraph-{(a), dis-
tribution must be made to the trustee for administration as trust assets. In the cise of 4ssets
derived from a transaction executed by a receiver under section 501B.51, subdivision 2,
paragraph (b), distribution must be made to the owners, at the time of the sale or mortgage, of -
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present possessory interests in the real property that was sold or mortgaged and to the own-
ers of leasedreal property who would bé entitled to possession on the present termination of
the lease. Notwithstanding any contrary provision inithe terms of the instrument creating the
interests in real property sold, mortgaged, or leased under this subdivision, the same posses-
sory and future interests exist in the assets distributed as existed in the real property, and any
provision in the creating instrument for forfeiture of an interest in real property upon a sale or
other assignment must be disregarded by the courtin d1rectmg dlstnbuuon ‘or other a551gn-
ment of interests in the proceeds of a sale. . ‘
Subd. 4. Hearing on confirmation order. The trustee or receiver shall obtain from the

‘court a time and place for the court’s hearing on the confirmation of the agreement and shall
give mailed notice of the time and place of the hearing to the interested parties described in’
section 501B 51 atleast 15 days before the date of that hearing. The order of confirmation is
final and conclusrve as to'all matters determined by it and binding inrem on all persons inter- -
ested in the real property, whether their interests are vested or contingent, even though aper-
son is'a minor, incapacitated as defined in sectron 525.54, unascertained, or not in being, ex-
cépt that appeal may be taken in the manner provrded in the Rules.of Appellate Procedure.

"~ Subd. 5. Combined proceedings. In appropriate circumstances, proceedings under
this section and section 501B.52 may be combined with proceedmgs under sections 501B.46
to 501B.51. : - . :

History: 1989 ¢ 340 art. 1 s 45

501B.54 LEGAL EFFECT OF. DEED MORTGAGE OR LEASE MADE UNDER
SECTION 501B.53. ,

A deed, mortgage or lease executed and dehvered in accordance with an order of con- .
firmation under section 501B.53 binds the interests of the applicant for the order and of all
other persons interested in the real property sold, moxtgaged or leased.

History: 1989 ¢ 340 art 1.5 46 --

501B 55 'DATE OF CREATION OF INTERESTS AFFECTED BY THE PROCE-

DURES IN SECTIONS 501B.46 TO 501B.54. .
The procedures in sections 501B.46to 501B.54 apply to proceedmgs 1n1t1ated afterJ an-

uary 1, 1990, with respect to interests created before, on, or after.J anuary 1, 1990 o

- History: 1989 c 340 art 1's 47

501B.56 CERTIFICATE OF TRUST. .

Subdivision 1. Contents of certificate. The grantor or a trustee of a trust, at any time
after execution or creation of a trust; tay execute d certificate of trust that sets’ forth less than -
all of the provisions of a trust instrument and any amendments to the instrument. The certifi- *
cate of trust may be-used for purposes of selling, conveying, pledging, mortgaging, leasing,
or transferring title to,any 1nterest in real or personal property :The certlﬁcate of trust must
include: | C - . . :

(1) the name of the trust, 1f one:is grven S

(2) the date of the trust instrument;

(3) the name of each grantor; a

(4) the name of each original trustee; _

" *(5) the name and address of each trustee empowered to act under the trust mstrument at
the time of execution of the certificate; ~

(6) the following statement: “The trustees are authorized by the i 1nstrument to sell, con- '
vey, pledge, mortgage, lease, or transfer title to any interest in real or personal property ex-
cept as limited by the following: (if none, so indicate)”; . .

(7) any other trust provisions the grantors or trustees 1nclude and
8)a statement as to whether the-trust instrument has terminated or been revoked

The certificate of trust must be upon the representation of theé grantors or trustees that«
the statements contained in the certificate of trust- are true and cofrect and that there are no
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. other provisions in the trust instrument or amendments.to it that limit the powers of the trust-

,ees.to sell, convey, pledge, mortgage, lease, or transfer title to interests in real or personal
property The signature of the grantors or trustees must be under-oath before a notary public
or other official authorized to administer oaths.

Subd. 2. Effect. A certificate of trust executed under subdivision 1 may be recorded in
the office of the county recorder for any county or filed with the office of the registrar of titles
with respect to registered land described in the certificate of trust or any attachment to it.
When it is recorded or filed in a county-where real property is situated, or in the case of per-
‘sonal property, when itis presented to a third party, the certificate of trust serves to document
the existence of the trust, the 1dent1ty of the trustees, the powers of the trustees and any limita-
“tionson those powers, and other matters the certificate of trust sets out, as though the full trust
* instrument had been recorded filed, or presented Unt11 amended or revoked under subdivi-
“sion 3, or until the full trist instrumerit is recorded; filed, or presented a certlﬁcate of trust is
prima facie proof as to the matters contamed initand any party may rely upon the contmued
effectiveness of the certificate.

Subd. 3. Amendment or revocation. Amendment or revocation of a cemﬁcate of trust
‘filay-be made only by-a wiitten instrument executed by the grantor ora trustee of a trust.
Amendment or revocation of a certificate of trust is not effectrve astoa party unless that party
“has actual notice of the' amendment ot revocation.

For purposes of this subdivision, “actual notice” means that a wntten 1nstrument “of
amendment or revocation has been received by the paity or, in the case of real property, that
either a written instrument of amendment or revocation has been received by the party or that
-a written instrument of améndment or revocation containing the legal descnpuon of the real
property has been recorded in the office of the county recorder or f11ed in the ofﬁce of the
regrstrar of titles where the real property is situated. b

--Subd. 4.: Application. Subdivisions 1 to 3:are effective August 1, 1992 but apply to
trust instruments whenever created or executed.

" History: 1992 ¢ 548 5 2

501B.57 AFFIDAVIT OF TRUSTEE IN REAL PROPERTY TRANSACTIONS.

Subdivision 1. Form of affidavit for inter vivos trust. An affidavit of a trustee or of
trustees of aninter vivos trustin support of areal property transaction may be substantlally in
the following form: -

STATE OF MINNESOTA ; ) ' AFFIDAVIT' OF TRUSTEE

, : , )ss.
COUNTY OF )

.......................... , being first duly sworn on oath says that: g -
1. Affiantis the trustee (one of the trustees) named in that certain Certrﬁcate of Trust (or
Trust Instrument)

filed for record ....... , ...., as Document No. ......(or in Book ..... of e ..., Page .

...... ) in the Office of the (County Recorder/Registrar of Titles) of ........... County,
" Minnesota,

OR

1o Wthh this Affrdav1t is attached ,
executed by Affiant or another trustee or the grantor of the trust descrlbed in the Certlﬁcate of
Trust (or set.forth in the Trust Instrument), and which relates-to real property in
County, Minnesota legally described as follows: o .

...............................................................................
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(If more space is needed, continue on back or on'attachment.) ' R
+2: The name(s) and address(es) of the truste¢(s) empowered by the Trust Instrument to
act at the time of the execution of this Afﬁdavrt are as follows

3. The trustee(s) whohave executed that certain insttument relatmg to the real property ‘
described above between ....................., astrustee(s) and ........o...... Vi,dated ... g reeeeees
(a) are empowered by the’ provrsrons of the trust to sell, convey, pledge mortgage lease,
or transfer title'to any interest in real property held in trust; and'
(B) are the requisite number of trustees requrred by the provrsrons of the trust to execute
and deliver such an instrument. ;
, 4. The trust has not terminated and has not been revoked. .
—OR-
" 4. Theé trust has termmated (or has been revoked). The executron and delivery of the
mstrument described in paragraph 3 has been made pursuant to the provisions of the trust.
5. There has been no amendment to the trust which limits- the power of trustee(s) to
execute and deliver the instrument described in paragraph 3.
6. The trust is not supethsed by any court.
- —OR - . : o
. 6. The trustis supervrsed by the ..o, Court of .......... County, ................ All neces-
-sary approval has been obtained from the court for the trustee(s) to execute and dehver the
instrument described in paragraph 3. -
7. Affiantdoes nothave actual knowledge of any facts 1nd1cat1ng that the trustis mvahd

, Affiant
Subscribed and sworn to before me
this .. day of ey 191
Nofary Stamp-or Seal RS slgﬁa}dfe' of Notary Publicor

Other Official ~
Thrs 1nstrument was drafted by:

Subd. la. Form of affidavit for testamentary trust. An affidavit of a trustee or of
trustees of a testamentary trust in support ofa real property transactron may be substantially
in the following form: e IR

STATE OF MINNESOTA ) . * AFFIDAVIT OF TRUSTEE
, . )ss. . . ;
COUNTY OF - )

.......... , being first duly sworn on oath says that:

1. The ........ Trust was created by the Last Will and Testament of .......... , Decedent,
dated .......... , ..... Decedentdied on .......... , ..... Affiant, as trustée of the Trust, acquired by
instrument or decree dated..........., ..., filed in the office of the County Recordet/Régistrar of
Titles, .......... County, Mrnnesota as Document No. ..........,/an- 1nterest in rea] property in

.......... County, Minnesota, legally described as follows:
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2. The naime(s) and address(es) of the trustee(s) empowered by the tenns of decedent s
' wrll to- act at the’ tlrne of the executron of thrs Afﬁdavrt are'as follows o

3, The trustee(s) who have executed that certain instruiment relating to the real property ‘
descrlbed above between .......... , as trustee(s) and .......... , dated .......... o et
“(a) are empowered by the provisions of the frust under decedént’s will to sell; convey,
pledge, mortgage, lease, or transfer title to any interest in real property held in trust; and
(b) are the requisite number.of trustees required by the provisions of the will to execute
and deliver such an instrument.
4. The Trust has not termmated and has not been revoked. =+ i)
~OR- - : SRt : B
4. The Trust has termrnated (or has been revoked) The executlon and dehvery of the
instrument'described in paragraph 3 has been'made pursuant to-the'] provrsrons of the Trust.
5. There has been no-amendment to the Trust which limits the powers of the trustee(s) to
.execute and deliver the instrument described in’ paragraph 3
6. The Trust is not supervrsed by any court !
{LOR = . - PR L
6. The Trust is supervised by the .......... Court of .......... County ...... CAll necessary
approval has'béer obtained from the court for the trustee(s) to execute and dehver the 1nstru—
ment described in paragraph 3.
* 7. Affiant does not have actual knowledge of any facts 1nd1cat1ng ‘that the Trust is mval-

id.
o e EERREEEEERRCEE ’ O
Subscnbed and sworn to before me I ,
th1s ceeeneodayof ool T N
S St of Notay Pible T
G S D » =’f- OtherOfﬁcraJ
Notary Stamp or Seal Coe AT o
This instrument was drafted by RS S

,Sub'd. 2. Effect. _An afﬁdayit by the trustee or trustees under subd'i,vi’sionvfl or lais proof

th'at:

(1) the trust descnbed 1n the afﬁdavrt 1s a vahd trust . )

(i) either the trust has not tenmnated or been revoked or, if the trust has termrnated or
beenrevoked, the conveyance described in the affidavit is made pursuant to the provrslons of
thie trust;

(iii) the powers granted the trustee or trustees €xténd to the real; property descnbed inthe
affidavit or.attachment to.the affidavit; o

(iv) no amendment to the trust has been made hmmng the power of the trustee or trust—
ees to sell,,convey, pledge, mortgage, lease, or. transfer title to the real property.described in
the affidavit or attachment to the affidavit, if any; :

(v) the requisite number of trustees have executed and dehvered the instrument of con-
veyance described in the affidavit; and , \ : PR

(vi) any necessary court approval of the transaction has been obtarned oL
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The proof is conclusive as to any party relying on the affidavit, except a party dealing directly
with the trustee or trustees who has actual knowledge of facts to the contrary. ’

Subd. 3. Recording or filing. An Affidavit of Trustee or Trusteesunder subdivisions 1
and 1a may be recorded in the office of the county recorder for any county, or filed with the
office of the registrar of titles for any county with respect to registered land described in the
affidavit, or in the Certificate of Trust or Trust Instrument referred to in the affidavit, and may
be recorded or filed as a separate document or combined with or attached to an original or
certified copy of a Certificate of Trust or Trust Instrument, and recorded orfiled asone docu—
‘ment.
. History: 1992 c548s 3 1996 ¢ 338 art 2 s 1 1998 c 254 art1s 107;. 1998 c 262 s
5,6 . r BN

UNIFORM PRINCIPAL AND INCOME ACT

501B.59 DEFINITIONS. ; : :

Subdivision 1. Scope. The definitions in tlus section apply to sections 501B 59 to
501B.76. .

Subd. 2. Income benefi crary “Income beneficiary” means the person to whom income
is presently payable or for whom it is accumulated for distribution as income.

Subd. 3. Inventory value. “Inventory value” means the cost of property purchased by
the trustee and the market value of other property at the time it became subject to the trust, but
in the case of a testamentary trust the trustee may use any value finally determined for the
purposes of an estate or inheritance tax.

Subd. 4. Remamderperson “Remainderperson” means the person entitled to princi-
pal, inciuding income accumulated and added to principal.

Subd. 5. Trustee “Trustee” means an original trustee and any successor or added trust-
ee.

History: 1989 ¢ 340 art 1 s 48

501B.60 DUTY OF TRUSTEE AS TO RECEIPTS AND EXPENDITURE. '

Subdivision 1. General rules of administration. A trust must be administered with
due regard to the respective interests of income beneficiaries and remainderpersons. A trust
is so administered with respect to the allocation of receipts and expenditures if a receipt is
credited or an.expenditure is charged to income or principal or partly to each:

(1) inaccordance with the terms of the trustinstrument, notwithstanding contrary provi-
sions of sections 501B.59 to 501B.76;

(2) in the absence of contrary terms of the trust instrument, 1n accordance wrth sectrons

501B.59 to 501B.76;

(3) if neither of the preceding rules of administration is apphcable, in accordance with
what is reasonable and equitable in view of the interests of those entitled to income as well as
of those entitled to principal, and in view-of the manner in which persons of ordinary pru-
dence, discretion, and judgment would act in the management of their own affairs.

Subd. 2. Trustee’s discretion. If a trust instrument gives the trustee discretion in credit-
ing areceipt or charging an expendlture to income or principal or partly to each, no inference
of imprudence or partiality arises from the fact that the trustee has made an allocatron con-
trary to sections- 501B 59 to 501B. 76

History: 1989 ¢ 340 art 1 s 49 -

501B.61 INCOME; PRINCIPAL; CHARGES. . S

Subdivision 1. Income defined. “Income” means thé réturn in money or property
derived from the use of principal, including return received as:

(1) rent of real or personal propérty, mcludrng sums recelved for cancellatlon orrenewal
of a lease; o

*(2)1interest on money lent, including sums recerved as consideration for the prrvrlege of
prepayment of pnncrpal except as prov1ded in sectron 501B 65 on bond prennum and bond
discount; ~ : N .
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S-OIB(?é)?)mcome earned durmg admmrstratron of a decedent S estate as prov1ded in sectron

(4) corporate distributions as provrded in section' 501B.64; "

 (5) accrued increment on bonds or other oblrgatlons issued at drscount as prov1ded in
section 501B.65; e

(6) receipts from business and farming operatrons as provided in sectron 501B 66;

@) recerpts from dlsposrtron of natural resources as provrded in sectrons 501B 67 and
501B.68;

8) recerpts from Other principal subject ‘to’deplenonas provrded in Sect1on 501B.§9;

~and v - ‘ ‘ o '

© recverpts from drsposrtron of underproductlve property as provrded 1n section
501B.70.

o Subd 2. Prmcrpal defined “Prrncrpal” means the property set aside by t the owner or
the person legally empowered so that it is held in trust eventually to be delivered to a remain-
derperson while the return or use of the principal is in the meantime taken or received by or
held for accumulation for an income beneficiary. Principal includes:’

~(1) consideration received by the trustee on,the sale or other transfer-of principal, on

. repayment of a loan, or as a refiind, replacement, or change in the form of principal;

-(2) proceeds of property taken on eminent domain proceedings;’ -

. (3) proceeds ofi ‘insurance on property. forming part of the principal, except proceeds of
1nsurance on a separate interest of an income beneficiary;. L

(4) stock dividends, receipts on liquidation of:a corporatron and other corporate drs-
tributions as provided in section 501B.64;

-.(5) receipts from the disposition of corporate securities as prov1ded ifi section’501B.65;

" (6)royaltiesand other recerpts from dlspo'sitioh’of natural resources as provrded in sec—
tions 501B.67 and 501B.68;

. (7) receipts from other principal subject to depletron as prov1ded in section 501B. 69

" (8) profit resultrng from a change i 1n the fonn of prrncrpal except as provrded in section
501B 70 on underproductlve property, L

(9) receipts from drsposrtron of underproductrve property as provrded in sectron
501B 70;and

(10) allowances for deprecratron estabhshed under sectrons 501B 66 and SOlB 71, sub-
division 1, clause 2.,

Subd 3. Charges After determrmng income and prmcrpal in accordance w1th the terms
of the trust instrument or of sections 501B.59 to 501B.76, the trustee shall charge to income
or principal expenses and other charges as provided in section 501B.71. . . .. . .

History: 1989 ¢ 340 art 1 5 50; 1990 c 426 art 1 s 52 "
501B.62 WHEN RIGHT TO INCOME ARISES; APPORTIONMENT OF INCOME

Subdivision 1. General rule. An income beneficiary is entitled to income from the date
spec1f1ed in the trust instrument or, if none is specified, from the date an asset becomes sub-
ject to-the trust. In the:case:of an asset that-becomes-subject to a- trust because of a will, it
becomes subject to the trust as of the date of the death of the testator or date of receipt in the
estate if acquired after death, even though there is an intervening périod of-administration of
the testator’s estate:during which the beneficiary:may have no right to a-distribution-of the

- income.

“Subd: 2. Receipts due butnot paid; periodicpayments. In thie administration of ade-

cedent’s estate or an .asset that:-becomes subject to a'trust by reason of‘a will: v

) recerpts due but'not paid at the’ date of-death-of the’ testator are prrncrpal

(2) receipts ‘in"thi¢ form of periodic payments other than corporate distributions to
stockholders, including rent, interest, or annuities, not due at the date of thé death of the testa-
tor must be treated as accriiing from day to day. That portron of the recerpt that accrues ’oefore
the date of death is principal, and the balance is income: : :
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~ Subd. 3. Other receipts. In all other cases, any receipt froman income—producing asset
is income even though the receipt was earned or accrued in whole or in part before the date
when the asset became subject to the trust.

Subd. 4. Termination of income interest. On termmatlon of an income interest, the
income benéficiary whose interest is terminated, or the income beneficiary’s estate, is en-
titled to:

(D1 1ncome undlstnbuted on the date of termination;

(2) income due but not pa1d to the trustee on the date of terrmnatlon and

' (3) income in the form of periodic payments, other than corporate distributions to stock-
holders, including rent, interest, or annuities, not due on the date of termination, accrued
from day to day.

Subd. 5. Corporate distributions to stockholders. Corporate distributions to stock-
holders must be treated as due on the day fixed by the corporatmn for determination of stock-
‘holders of record entitled to distribution or, if no date is fixed, on the date of declaration of the
distribution by the corporation.

History: 1989 ¢ 340 art 1 5 51

501B.63 INCOME EARNED DURING ADMINISTRATION OF A DECEDENT’S
ESTATE. ‘

Subdivision 1. Expenses. Unless a will provides otherwise and subject to subdivision 2,
-all expenses incurred in connection with the settlement of a decedent’s estate, including
debts, funeral expenses, estate taxes, interest and penalties concerning taxes, family allow-
ances, fees of attorneys and personal representatives, and court costs must be charged against
the principal of the estate.

-Subd. 2. Income. Unless the will provides otherwme income from the assets of a dece-
dent’s estate after the death of the testator and before distribution, including income from °
property used to discharge liabilities, must be determined in accordance with the rules appli-
cable to a trustee and distributed as follows:

Mto specific devisees, the i income from the property dev1sed to them respecnvely, less
property taxes, ordinary repairs, interest, and othér expenses of management and operation
of the property, and less an appropriate portion of taxes imposed on income, excluding taxes
on capital gains, that accrue during the périod of administration;.

(2) to all other devisees, except devisees of pecuniary devises not in trust, the balance of
the income; less the balance of property taxes, ordinary repairs, inferest, and other expenses
of management and operation of all property from which the estate is entitled to incormne, and
taxes imposed on income, excluding taxes on capital gains, that accrue during the period of
administration, in proportion to their réspective interests in the tindistributed assets of the
estate computed at times of distribution on the basis of inventory ‘value.

Subd. 3. Income received by trustee. Income received by a trustee under subdivision 2
must be treated as income of the trust.

'IIistory‘1989é340aft1s52 A A

501B.64 CORPORATE DISTRIBUTIONS ST

Subdivision 1. Shares; stock splits; stock dmdends, subscrlptlon rlghts Dlstnbu—

tions of shares of a distributing corporation, including distributions in the form of a stock

split or stock dividend, are principal. A shareholder’s right to subscribe. to shares or other
securities of the distributing corporation and the proceeds of any sale of that right are pnn01-
pal.

Subd. 2. Call of shares; merger;liquidation. Except to the extent that the corporatlon
indicates that some part of a corporate distribution is a settlement of preferred or guaranteed
dividends accrued since the trustee became a stockholder or is in lieu of an ordinary cash div-
idend, a corporate dlStI‘lbllthIl is principal if the dlstnbutlon 1s pursuant to: .

(1) a call of shares; ..

(2) amerger, consolidation, reorgamzatlon or other plan by which assets of the corpora-
~ tion are acquired by another corporanon, or . :
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(3).atotal or partial liquidation of the: corporatlon iincludingiacc dlstnbutlon the corpora-
tion indicates is a distribution in total or partial liquidation or distribution of assets, other than
cash, pursuant to a court decree or final administrative order by.a.government agency order-
ing distribution of the particular assets. .

i Subd. 3. Regulated investment company; real estate investment trust Dlstrrbutlons
made from ordinary income by a regulated i investment company or by a trust qualifying and
electing to be taxed under federal law as a real estate investment trust are income: . All.other

distributions made by the company or trust, including distributions from capital gains,-de-

" preciation, or depletion, whether in the form of cash or an option to take new.stockor cash or
an optlon to purchase additional shares, are pr1nc1pa1
' Subd. 4. Other d1str1but10ns Except as provrded in SllblelSlOIlS 1 2, and 3,all corpo-
rate dlstnbutrons are income. “Corporate. dlstnbutlons includes cash dividends, distribu-
tions of or nghts to subscnbe to-shares or sectirities.or obligations,of corporations other than
the distributing corporatlon and the proceeds of the rights or. property distributions. Except
as provrded in subdivisions 2 and 3, if the d1str1but1ng corporation gives,a stockholder an op-
' tlon to receive.a drstrlbutlon elther in cash or in its own shares, the distribution chosenis in-
Tcome. o o - UL
Subd 5. Rellance on statements The trustee may re]y ona statement of the drstnbut-
1ng corporatron as to a factrelevant under a provision of sections 501B.59 to 501B.76 con-
cerning the source orcharacter of dividends or- drstnbutlons of corporate assets. ;i

History: 1989 ¢ 340 art 1 s 53

3 " R B t
o PIET L .

501B.65 BOND PREMIUM AND DISCOUNT ; e :
Subdivision 1. Principal. Bonds or other obhgatlons for the payment of money are
prin01pal at their inventory value, except as provided in subdivision 2 for discount bonds.-No
provision may be made for amortization of bond premiums or for accumulationfor discount.
The proceeds of sale, redemptron or other dlSpOSlthIl of the bonds or obhgatrons are pr1n01-
pal. ..

Subd 2. Income The 1ncrement in value reahzed upon sale redemptlon or other drs— '
posrtr_on of abond or other obligation for the payment of money bearing nostated interest but
payable or redeemable at-maturity or at a future time at an amount in excess of the amount in
consideration of which it was issued or in accordance with a fixed schedule of appreciation,
is distributable as income. The increment in value is distributable to the beneficiary who was
the income beneficiary at the time of irictement from the first principal cash avarlable or, if
none is available, when realized by sale, redemption, or other disposition. Whenever unreal-
ized increment is distributed as 1ncorne but out of prmcrpal the prmcrpal must be relmbursed
for the increment when reahzed

Hlstory ]989 [4 340 art I 5 54 1990 c 581 s 4

501B. 66 BUSINESS AND F, RMING OPERATIONS

] Subdrvrsron 1. Business i income or losses. Ifa trustee uses part of the prmcrpal in the
contmuance of abusiness of which the settlor was a sole proprietor or a partner, the net profits
of the business, computed in-accordance with generally accepted accounting principles for a
comparable business, are income. If a loss results in any fiscal or calendar year, the loss falls
on principal and must not be carried into any other frscal or calendar year for puiposes of
calculating new income. . :

. Subd. 2. Agrlcultural income. Generally accepted accountin g prmc1ples must be usedt

to determine income from 4 an agrlcultural or fanmng operatlon mcludmg the ra1s1ng ‘of am—v
mals or the operatlon of a nursery e .

Hlstory 1989.¢ 340 art1s55 .

L e [

501B 67 DISPOSITION OF NATURAL RESOURCES . o

. 'Subdivision 1. AHlocation of receipts. If a part of the pnncrpal consists of a rrght to re-:
ceive royalties, overriding orlimited royalties;working interests, production payments, net
profit interests, or other interests in minerals or other natural resources in, on,;or-under land,
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the receipts from taking the natural resources from the land must be allocated under para-
graphs (a) to (c). - .

+(a)If received as-rent on' a lease or extension payments ona lease the recelpts are in-
come. ‘

(d) If received from a production paymerit carved out of a rnineral property, the recelpts
are incoine to the extent of a factor for interest or its équivalent prov1ded in the govermng
instrument or a greater amount determined by the trustee to be reasonable and equitable in
view. of the interests of those ertitled to income as well as those ent1tled to pr1n01pal The
receipts hot allocated to income are principal. K

. (©)Ifreceivedasa royalty, overriding ot limited royalty, or bonus or from a working, net
profit, or other interest in minerals or other natural resources, Teceipts not provided for in
paragraph (a) or (b) must be apportioned on a yéarly basis in accordance with this paragraph
-whéther or not any natural resource' was being taken from the land at thé tirne the trust was
established. The receipts from these properties must be allocated in accordance with what is
reasonable and equitable in view of the interests of those entitled to'iricome 4s well as of those
entitled to principal. The amount allocated to principal must be-presuméd to be reasonable
and equitable if it is neither substantially more nor less than the amount allowable as a deduc-
tion for depletion, amortization, depreciation, or similar costs under-the Internal Revenue
Code’of 1986. Any.allocated amount must be added to principal as an allowance for deple-
tion of the asset..The balance of the gross receipts, after payment fromi the teceipts of all di-
rect and indirect expenses, is income. ;o

Subd. 2. Timber excepted. This section does not apply to tnnber
Hlstory 1989c340art1s56 19900581s5 i e

SOIB 68 TIMBER , : : i

“If a-part of the pr1nc1pa1 consists of land from' wh1ch merchantable timber may be re-
moved, the réceipts from taklng the timber from the land must be allocated in accordance
with what is reasonable and equitable in view of the interests of those entitled to income as
well as'of those entitled to pr1nc1pa1 The amount zllocated to pnnc1pal must be presumed to
be reasonable and equitableif itis neither substantially more nor less than the amount allow-
able as-a deduction for depletion; amortlzauon deprec1at1on or smular costs under the Inter-
nal Revenue Code of 1986. o

I-Ilstory 1989 c340art 1's 57; 1990 ¢ 581 s6 .
501B. 69 OTHER PROPERTY SUBJECT TO DEPLETION

‘ Except as prov1ded in séctions 501B.67 and 501B. 68, if part of the- pr1nc1pal consists of
property subject to depletion, including leaseholds, patents, copyrights, royalty rights, and
rights to receive payments on a contract for deferred compensation, the receipts from the
property must be allocated in accordance with what is reasonable and equitable in view of the
interests of those entitled to income as'well as of those entitled to pr1nc1pal The amount allo-
cated to principal is presumed to be reasonable and equitableifit is neither substantially more
nor less than the amount allowable as a-deduction for depletlon amortization, depreciation,

- or similar costs under the Internal Revenue Code of 1986.

Hlstory 1989 ¢ 340 art I's 58 1990 ¢ 581 s7

501B.70 UNDERPRODUCTIVE PROPERTY.

Subd1v1s1on 1. Portlon of proceeds as income. Except as otherw1se prov1ded in this
section, a pomon of theé net proceeds of a sale of a part of the principal that has not produced
an average net income of at least one percent per year of its 1nventory value for more than a
year, including as income the value of any beneficial use of the property by the incoine bene-
ficiary, must be treated as delayed income to which the income beneficiary is entitled as pro-
vided in this section. The net proceeds of sale are the ‘gross proceeds received, including the

_value of property receivedin substitution for the property disposed of, less the experises, in-
cluding capital gains tax,if any, incurred in the d1spos1t10n and less any carrymg charges pald'
while the property was underproductive.: :
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- Subd. 2. Calculation of delayed income. The sum allocated as delayed iricome is the
difference between the net proceeds and the amount that would have produced the net pro-
ceeds, had it been invested at simple interest at fourpercent per year while the property was
underproductive This sum, plus any carrying charges and expenses previously charged
against income while the property was underproductive, less any income received by the in-
come beneﬁcrary from the property and less the value of any beneficial use of the property.by
the income beneficiary, is income, and the balance is principal..... .+ e

;Subd. 3. Accrual of delayed income. An income benefrciary or the income beneficia—
ry ’s estate is ent1tled to delayed income under this sect10n asif accrued from. day to day.

Subd. 4. Drfficult—to—apportlon property. If principal subject to this section is-dis-
posed of by conversion into property.that cannot be apportioned.easily; including, but not
limited to, land, mortgages or realty acquired by or in lieu of foreclosure, the income benefi-
ciary is entitled to the net income from any property or, oblrgatron into which the original
principal is converted while the substituted property or obli gation is held. 1f within five years
after the conversion the substituted property has not been further convertedi into easily, appor—
tionable property, no allocation as provrded in thrs sectron may be made o

History:. 1989 ¢ 340 art 1 559 .

501B.71' CHARGES AGAINST INCOME AND PRINCIPAL S e
" . Subdivision L Income. The followmg charges st be made agamst mcome

(D) ord1nary expenses incurred in ¢onnection with the adrrumstratron management of
preservation of the trust property, 1ncludmg regularly recurring taxes assessed against a por-
tion of the principal, water rates, premiums on insurance taken upon the interests of the in-
come benefrc1ary, remamderperson or trustee mterest pard by the trustee and ordmary re-
parrs

(@a reasonable allowance for deprecrauon on property sub]ect to deprecrat1on under
generally accepted accounting principles, but no allowance may be made for deprec1atron of -
that portion of réal property used by abeneficiary as a resrdence or for depreciation of proper-
ty held by the trustee on January 1, 1970, for which the trustee is not then makmg an‘allow-
ance for depreciation; SR g

__(3)one-halfofthe court costs, attomeys fees, and other fees on period1c accountmgs or

judicial proceedings, unless the court directs otherwise;

(4) court costs, attorneys’ fees, and other fees on other accountings or ]udrcral proceed-
ings if the matter pr1marily concerns the income interest, unless the court d1rects otherwise;

(5) one—half of the trustee’s regular compensation for services performed for the in-
come beneficiary or in the production of income whether based on‘a percentage of principal
or income, and all expenses reasonably mcurred for current management of prmcrpal and
application of income; and . ::7. 1o -

(6) any tax levied on receipts defmed as ificote under secuons 501B ’59 10 SOlB 76 of
the trust instrument and payable by the trustee: :

Subd. 2. Unusual charges. If charges against incomie are of an unusual amount, the' -
trustee may charge themn over a reasonable period of time or; by means- of reserves or other
reasonable means, -withhold from distribution sufficient'sums to tegularize d1str1butlons

Subd. 3. Principal. The following charges must be made against principal:

(1) trustee’s cortipensation not chargeable to income under subdivision 1,’clause (5)

; spec1a1 compensation of the trusteé, expenses reasonably incurred in connection with princi-’
pal, court costs and attornéys’-fees: primarily concerning matters of pnnc1pal and trustee’s’
compensatron computed ‘on principal ‘as-an-acceptance; distribation, or termination fee;

»'+(2) charges not provided for in subdivision 1, including the cost of investing and rein-'

‘ vesting principal, the payments on principal of an indebtedness, including amortgage amor=

tized:by periodic payments .of principal, expenses for preparatron of property for rental or

sale; and, unless the court directs otherwise, expenses incurred in maintaining or- defendmg L

- any actionto construe the trust: or protect it or the property or assure the t1tle of any trust prop- .

erty,

i{(3) extraordinary répairs or expenses incurredi inmaking a cap1tal 1mpr0vement to prin-
crpal inclitding specidl assessments; but a.trustee may establish-an- allowance for depreci-
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ation out of income to the extént perrmtted by subd1v1s1on l clause (2), and by. section
501B.63;

(4)-any tax lev1ed on proﬁt gain, or other rece1pts allocated to pr1n01pa1 even 1f the tax-
:1ng authonty calls the tax an income tax;

*(5) any amount apportioned to a trust, 1nclud1ng interest and: penalt1es 1f an ‘estate or
'1nher1tance tax is levied‘in respect of a trust’in which both an income beneﬁcrary and a re-
mainderperson have an interest.

Subd. 4. Reégular charges payable from income. Regularly recurring charges payable
from income miust be apportioned to the same extent and i in the same manner’ that income is
apportioned under section 501B.62. :

Subd. 5. Exceptlons Paragraphs (a) to'(c) are exceptrons to the requ1rements of subdl-
visions 1to4.

(a) With respect to a revocable 11v1ng trust, during the 11fet1me of the grantor all of the
trustee’s regular compensation for services performed must, be charged agarnst income, un-
less directed otherwise by the grantor.

b)If charglng apartorall of the trustee’s regular compensatlon to pnncrpal in the judg-
ment of the trustee, is impracticable, because of the lack of sufficient cash and-readily mar-
ketable assets, or inadvisable, because of the nature.of the principal assets, the trustee may
determine to pay part or all of the compensation out of income. The decision of the trustee to
pay a larger portion or all of the trustee’s regular compensation otit of income is conclusive,
and the income of the trust isnot entitled to relmbursement from pnn01pal at’ any subsequent
time or times. ,

©If chargmg a part or a11 of the trustee’s regular compensat1on to mcome in the ]udg-
ment of the trustee, is 1mpract1cable because of the lack of sufficient income, or inadvisable,

because of a desire to provide maximum income to the beneficiary, the trustee may determine

to pay part or all of such compensatlon ‘out of pnncrpal The decision of the trustee to pay a
' larger portion or all of the trustee’s regular compensatron out of the pnncrpal is conclusrve

f_, Hlstory 1989 ¢ 340 art 1 5 60; 1995 c130s4

501B.72 NONTRUST ESTATES.

- Subdivision 1. Limitations. Sect1ons 501B 59 to 50 lB 76 apply to nontrust estates
sub)ect to:

* (1) agreement of the partres

Q) spec1ﬁc drrectron n the 1nstrument creatmg the nontrust estates

3 subdivision 2; and : :

" (@) other appllcable statutes : :

References in sections 501B.59 to 501B.76 to trusts and trustees must be read as applymg to
nontrust estates and to tenants and remainderpersons as the context requires.

Subd. 2. Appllcatlon In applying sections 501B.59 to 501B 76 to nontrust estates the
rules in paragraphs (a) to (d) must.be followed.

(@) A legal life tenant or a remainderperson who hasincurred a charge for the tenant’s or-
remamderperson s benefit without the consent or agreement of the other shall pay the charge
in full. : :

{b) Costs of an 1mpr0vement mcludlng spec1a1 taxes or assessments representmg an
» add1t10n to value of property forming part of the principal that cannot reasonably be expected
to outlast the legal life estate, must be paid by the legal life tenant. - . :

(c) If the improvement can reasonably be expected to outlast the legal life estate only a
portion of the costs. must be paid by the legal life tenant and the balance by the remamderper- .
son.

1 The portlon payable by the legal life tenant is that fractlon of the total found by d1v1d—'
ing the present value of the legal life €state by the present value of an estate of the same form-
as that of the legal life estate butlimited to a period corresponding to the reasonably expected
duration of the improvement.

.(2) The present value of the legal life estate must be computed by applyrng the federal
estate tax regulations for the calculation of the value of life estates under section'2031 of the

,
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Internal Revenue:Code of 1986: The federal estate tax regulations -applied must be those in
force on the date when the costs’of the improvement are initially determined by assessment,
-agreement, or otherwise: No other evidence of duration-or expectancy may be considered.

(d) No allowance may be made for depreciation of property held by a légal life tenart on
January 1, 1990, if the life tenant was not maklng the allowance with respect to the property
prior to January 1, 1990. . . .. . . 4 T

Hlstory 1989 ¢ 340 artl's 6] ]990 ¢ 581 s 8

501B.73 APPLICATION

- Exceptas specifically provrded in the governing instrumerit; Minnesota Statutes 1988
sections 501.48 to 501.63;-apply to a receipt or expense received orincurred after January 1,
1970, and before January 1, 1990, by.any trust or decedent’s estate whéther established be—
fore or afterJanuary. 1, 1970, and whether the asset 1nvolved was acqulred by the trustee be—
fore or after January 1,-1970. : :

Except as spec1f1cally provided in“the governing mstmment sections’ 501B 59 to
501B.76 apply to a receipt-or expense received or incurred after December 31, 1989, by a
trust or decedent’s estate whether established before, on, or after January 1,:1990, and whethi-
er the assetinvolved orlegal estate was acquired by the trustee, personal representatrve legal
life tenant, or remainderperson before, on, or after January 1,.1990.

o Hlstory 1989 c340 art 1562

501B 74 ASCERTAINMENT OF INCOME OR PRINCIPAL Wt s
Sections 501B.59 to 501B.76 do not govern the ascertainment of what constrtutes the ‘
receipt of income or principal by the estate or trust for income tax purposes C

Hlstory 1989 ¢ 340 art 1 s 63

501B 75 UNIFORMITY OF INTERPRETATION ; o :
Sections 501B.59 to 501B.76 must be so construed as to effectuate the1r general pur—
pose to make unrform the law of those states that enact them e

" History: 1989 ¢ 340 art 1 5 64

v

501B.76 SHORT TITLE: - -« ~~ -~ "+ 7 . honsisd
Sections 501B.59 to 501B. 76 may be c1ted as the Unrform Pr1nc1pal and Income Act.

L Ihstory 1989c340art1s65 o ey e
MINNESOTA TRUSTEES’ POWERS ACT S

501B.79. TRUSTEE DEFINED : ‘

As used in sections 501B.79 to 501B. 82 “trustee means a corporatron devrdual or-

other legal entity acting as an original, added, or successor trustee of a trust created under a
written instrument, whichever i in a particular case is,appropriate. =

History: 1989.c 340 art,1 s 66 .

501B.80 INCORPORATION BY REFERENCE vyl -

., Byaclearexpression ina written instrument of the intention of. the grantor one or more
of the powers in section 50 1B. 81, as they.exist at the time of the signing .of the written instru-
ment, may be incorporated by reference as though that language were set forth verbatim in.
the instrument., \ R T T ‘ :

Hlstory 1 989 c 340 art 1 5 67

501B 81 ENUMERATED POWERS OF TRUSTEE

‘Subdivision 1. Trust assets. The trustee may retain trust-assets titil, i in the Judgment of
the trustee, disposition of the assets should be miade, without regard to ariy effect retention
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may have on the diversification of the assets of the trust. The property may be retained even
though it includes an asset in which the-trustee is personally. interested..

:Subd. 2. Additions to trust assets. The triistee may receive from any source additions
to the assets of the trust. : . :

-Subd: 3. Business or enterprlse. The trustee may continue or part101pate in the opera-
tion of a business or other enterprise, and to effect incorporation, dissolution, or other change
in the form of the organization of the business or enterprise.

Subd. 4. Undivided interest in trust asset. The trustee may acquire an und1v1ded inter-
est in a trust asset in which the trustee, in a trust capacity, holds an undivided interest.

Subd. 5. Investment of trust assets. The trustee may invest and reinvest trust assets in
any property or any undivided interest in the property. These investmeénts include but are not
limited to bonds, debentures; se¢ured or unsecured notes, preferred or common stocks of cor-
porations, mutual funds, real estate or real estate improvements or interests, wherever lo-
cated, oil and mineral leases, royalty or similar interests, and interests in trusts, including in-
vestment trusts and common trust funds maintained by a corporate trustee, and insurance
upon the life of a person who is or may become a trust beneflclary These investments may be
made without regard to-diversification.

-Subd. 6. Deposits. The trustee may deposit trust funds ina bank mcludmg a bank oper-
ated by the trustee, or in a state or federal savings association.

Subd. 7. Purchase and sale. The trustee may acquire, sell, or otherwise dispose of an
asset, at public or private sale, for cash or on credit, with or without security as the trustee
deems advisable, and manage, develop, exchange, pamtlon change the character of,-or
abandon a trust asset or any interest m it.

Subd. 8. Optlons The trustee may grant an option for the sale or other dlsposmon ofa
trust asset, or take an option for the acquisition of an asset.

Subd. 9. Leases. The trustee may enter into a lease as lessor or lessee, w1th or without
option to purchase or renew, though the term of the‘lease, renewal, or.option extends beyond
the terms of the trust.

Subd. 10. Repalrs, 1mpr0vements alteratlons. The trustee may make ordmary or ex-
traordinary repairs, improvements, or alterations in buildings or other structures or in-other
trust assets, and remove or demclish improvements. :

Subd. 11. Buildings; party walls. The trustec may raze existing or erect new party
walls or buildings, alone or jointly with owners of adjacent property.

Subd. 12. SublelSlon, development dedication to public use. The trustee may sub-
divide, develop, or dedicate land to public use; make or obtain the vacation of plats and adjust
boundaries; on exchange or partition, adjust differences in valuation by giving or recelvmg
consideration; and dedicate easements to public use without consideration.

Subd. 13. Exploration and removal of natural resources. The trustee may enterintoa
lease or arrangement for exploration for and removal of oil, gas, and other mmerals or natural
resources, and may enter into pooling and umtlzatlon agreements

‘Subd. 14. Insurance. The trustee may insure the assets of the trust against damage or
loss and the trustee against liability with respect to third persons. '

Subd. 15. Voting stock or securities. The trustee may voteshares of stock or other se-
curities held by the trustee, in person or by general or limited proxy, and enter into votin g trust
agreements on terms and for periods thé trustee considers advisable.- »

Subd. 16. Securities calls, assessments, and charges. The trustee may pay calls, as-
se§sments, and any ‘other sums chargeable or: accrumg against’or on account of shares of
stock; bonds, debentures, or other corporate securities in the hands of the trustee.

Subd. 17. Stock rights. The trustee may sell or exercise stock subscription or conver-
sion rights, participate in foreclosures, reorganizations, consolidationis, mergers, or liquida-
tions, and consent, directly or through a committee or other agent, to corporate sales, leases,
and encumbrances. In the exercise of these powers the trustee may, if the trustee considers it
expedient, deposit stocks, bonds, or other securities with a protective or other similar com-
mittee, on terms and conditions respecting the deposit that the trustee approves. X
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Subd 18. Ownership in other name. The trustee may hold any assetin the name’'of'a
nominee or nominees, without disclosure of a fiduciary relationship;, but the trustee is liable
for acts and omissions of the nominee relating to those assets. Lo e

Subd. 19. Borrowing; mortgages. The trustee may borrow money and mortgage or
otherwise encumber or pledge trust assets for a term within or extending beyond the term of
the trust, in connection with the exercise of a powet vested in the trustee.

Subd. 20. Contracts. The trustee may enter into contracts binding on the trust that are
reasonably incidént to the- adrmmstrat1on of the trust and that the trustee believes.to be for the
.best interests of: the'trust. K gty s e

Subd. 21. Settlement of clalms. The trustee may pay, comprormse, contest subnut to
arbitration, or otherwise settle claims in favor of or against the trust or the trustee.

Subd. 22. Release of claims. The trustee may release, in whole orin part a cla1m orlien
belonging to the trust:; . ..o ; . ,

Subd. 23. Trust expenses. The trustee may pay taxes, assessments compensatron of the
trustee, and other expenses incurred in the collection, care,. administration, and protectlon of

 the trust.

* Subd. 24. Reserves. The trustee may create reserves out of income for depre01at1on ob-
solescence or, amortlzauon or for depletlon in rmneral or tlmber propertles

: Subd. 25 Payments to minors and those under legal dlsablllty The triistee > may pay a

sum distributable to a minior or other beneflcrary underlegal d1sab111ty, w1thout liability to the
trustee in one or more of the followmg ways
(1) dtrectly to the benefrclary, , ’

" (2)'to the legal guard1an or conservator of the beneﬁcmry,

(3) directly for the maintenance, education, and genéral welfare of the benefrclary,

4toa parent. of the beneficiary; .

(5)toa Jperson who has custody and caré of the person of the beneﬁc1ary, or

6) to a custodian under a uniform transfers to minors statute '

Subd. 26. Distribution of interests. The trustee may drstnbute property and money in
divided or undivided mterests and adJust resultmg d1fferences in valuatron
. - Subd. 27. Employment of adv1sors, assistants. Thé trustée may employ attorneys ac-
countants mvestment advisors, agents or other persoris, everi‘if they are associated with the
tiustee, to adv1se or dssist the trustee in‘the performance of duties. The tiustee may act with-
ouf independent investi gatron upon their récommendations, and insteadof acting personally,
may employ one or more agents to perform any act of admlmstratlon whether ornot d1scre— ,

:tlonary .v . ,_4; %, :

Subd 28. Legal actlons. The trustee may prosecute or defend ‘actions, clalms ‘OF pro-

_ ceedrv_ gs for the protect1on of trust assets and of the trustee in the performance of-duties.

‘ ‘Subd. 29. Advances to beneficiaries. The trustee may advance incormé to or for the use
éof a beneflclary, for wh1ch advance the trustee has a 11en on'the future beneﬁts of* that beneﬁ—
c1ary. y

. Subd. 30 Advances by trustee' repayment The trustee may advance money for the
protect1on of the trust orits assets,:for all expenses and liabilites sustalned or incurredin or
about the administration or protection of the trust, or. because of the holding or ownersh1p of
<any trust.assets, for which advances the trustee has a hen on the trust assets, and may t be reim-

. bursed out of the trust assets with 1nterest S

; Subd. 31. Executlon and dellvery ofi lnstruments The trustee may execute and deliv-
er mstruments that w111 accomphsh or facilitate the exercise of the powers vested in the trust-

Certi iy

-ee. 4 1

Subd 32 Multlple trusts The trustee may hold two or more trusts or, parts of trusts
created by the same instrument, as an undivided whole; without separation between the trusts
. or parts of trusts,:if the separate trusts or.parts.of trusts.have undivided interests and if no
holding defers the vesting of. an estate. in possession.or. otherwrse R

History: 1989 ¢ 340 art 15 68:'1995 ¢ 202ait 1 525
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:501B.82 CITATION. ;
.. Sections 501B.79 to 501B 82 may be crted or referred to as the “anesota Trustees
Powers Act.” . Sod Cel ‘ -

Hlstory. 1989¢ 340 art 1 s 69 _
MISCELLANEOUS e
501B.86 DISCLAIMER OF INTERESTS PASSING BY DEED ASSIGNMENT UN-
DER CERTAIN NONTESTAMENTARY INSTRUMENTS OR UNDER CERTAIN
‘POWERS OF APPOINTMENT. -~ iy

Subdivision 1. Defimtlons As usedin’ thrs section, unless otherw1se clearly requrred by
the context: - s ke R

(a) “beneﬁcrary means a person entltled but for the person ] d1sc1a1mer to take anin-
'terest : foe R S A Y A R ,'.=-g;‘1g~~:_‘lx‘ s

e as grantee; S T 3:. S s :

(2) as donee,

(3) under an assrgnment or instrument of conveyance ‘or transfer

(4) by succession to a dlsclatmed 1nterest other than by w111 1ntestate successron or
through the exercise or’ nonexercrse ofa testamentary power of apporntment

(5) as beneﬁcrary of an inter vivos trust or 1nsurance contract N

(6) pursuant to the exercise or nonexercise ofa nontestamentary power of apporntment

(7) as donee of a power of appomtment created by a nontestamentary 1nstrument or

3 otherwrse under a nontestamentary 1nstrument

(b) “interest” means: :

(1) the whole of any. property, real or personal, legal or equltable, e

(2) a fractional part, share, partlcular pomon or specrﬁc assets of property, '

. (3) an estate in property, o

(4) a power t to appoint, consume, apply, or expend' property, or’ o o

(5) any other nght power pr1v1lege or 1mmumty relatmg t0 property, and ‘
. ©) “dlsclmmer means awntten mstrument that dechnes refuses releases or dlsclalms
an interest that would otherw15e be succeeded to by a beneﬁcrary if the instrument defines

the nature and extent of the interest dlsclalmed and is srgned w1tnessed and acknowledged
by the disclaimant in the manner.provided for deeds of real estate Ny

Subd. 2. Who may disclaim. A beneﬁ01ary may disclaim an interest in whole or 1n part
or withreference to spec1ﬁcparts shares, portions, or assets, by filing a disclaimer in court in
the manner provided in this section. A guardlan or conservator of the estate of a minor or an
incapacitated person under section 525.54, or the personal representatrve of the estte of a
_deceased beneficiary may execute and ﬁle a disclaimer on behalf 'of the benef1c1ary if that
representative considers it not detrimental to the best interests of the beneficiary and in the
best interests of those interested in the beneficiary’s estate and of those who take the benefi-
ciary’s interest by virtue of the drsclalmer The representative miay filethe disclaimer with or
without a court order within the time $pecified in subdlvrsron 3 A beneﬁcrary may file: a d1s-
clalmer by an attomey or attomey-—m—fact

afterthe creatlon ofthei 1nterest but it must be filed wrthm nine moriths after the effective date
of thenontestamentary instrument creating theintérest, or, if thie disclaimant is not then final-
ly ascertained as a beneﬁcrary or the disclaimant’s interest has notthenbecome mdefeasrbly
fixed both in quality and in quantity, the disclaimer must be filed not later than nine months
after thie event that would cause the disclaimant tobecome ﬁnally ascertamed and the interest
to become indefeasibly-fixed both in quality and ‘quantity. . : .

'Subd. 4. Effective date. (a) A disclaimer uhder subd1v1s1on 21s effectwe on be1ng ﬁled
in a district court of the state of Minnesota. A copy of thedisclaimier must-be ‘delivered or
mailed to the trustee of a trust in which the interest disclaimed exists or to any other person
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.who hdslegal title to, or possession of; the property in-which the interest disclaimed exists.

The trustee or person-is notliable for any otherwrse proper drstrrbutron or other drsposmon
made: without actual notice of the disclaimer:: »

(b) If an interest in or relating to real estate is disclaimed; the or1g1nal of the: drsclarmer
or a copy of the disclaimer certified as true and complete by the court administrator of the
district court where the disclaimer has been filed, must also be filed with the county recorder
or with the registtar of titles, as appropriate, in the county or counties where the real estate is

-situated. The filed disclaimer is notice to all persons after the time of filing. If title to the real
estate has not been registered under.chapter 508, the drsclarmer or certified copy must be
filed with the county recorder. If title to the real estate has been regrstered under chapter, 508
the disclaimer or certified copy must be filed with the reglstrar of titles.

Subd. 5. Distribution of disclaimed property. Unless otherwise provided i in the non-
testamentary instrument creating the interest with reference to the possibility of a disclaimer
by the beneficiary, the interest disclaimed must be drstnbuted or othérwise disposed of in the

_same manner as if the disclaimant had died 1mmed1ately precedmg the death or other event
that causes the d1sc1a1mant to become finally ascertairied asa beneficiary and the interest to
.become mdefeasrbly fixed both in quahty and quaritity. Thé disclaimer relates for all pur-
poses to that date, whet filed before 6r after the death or Other event. Unless the disclaimer

_ provrdes otherwrse,. a 'person' d1sc1a1m1ng an interest in a nonresiduary gift under a trust

,instrument or otherwrse is not eéxcluded from sharrng in‘a gift of the residue even though

' 'fthrough lapse, the residue includes the assets disclaimed.

. Subd.6.Bars to right to disclaim. The right to disclaim is barred 1f the beneﬁcrary 6}
_isinsolvent; (2) as51gns or transfers, Of contracts to’ assrgn or transfer, an interest'in the prop-
f 'erty tobe disclaimed; (3) in’ wntmg, waives the right to'disclaim the successron to an 1nterest

in the property; or (4) sells or otherwise dispdses of an- mterest in'the’ property -
... Subd, 7. Effect of restrictions. The right to drscla f granted by thrs section exists de-

'splte alimitation 1mposed on the interest of the drsclarm it in the nature of an express or im-
plied spendthrlft provrsron or similar restriction. A drsclaliner when filed under this section,
or a writtén waiver of the right to disclaim, is bmdmg on the disclaimant or warvmg ‘benefi-
crary andall partres later clamung by, through; ot uider the' disclaimant or warvrng beneficia-
Iy, except thata walvrng beneﬁcrary may later transfer, assign, or release the: wa1v1ng benefi-
ciary’s interest if it is not prohibited by an express or implied spendthrift provision. If an in-
terest in real estate is disclaimed and the disclaimer is filed in accordance with suibdivision 4,
‘the spouse of the disclaimant, if the spouse has consented to'the disclaimer in writirig, is auto-
‘matically debarred from the spouse’s statutory or common law right or estate by curtesy or in
dower or otherwise i in the real estate to whrch the spouse except for the dlsclarmer would

have been entitled.: :

Subd. 8. Other law This section does not abrrdge the rrght of a person apart from this
‘section; undei-an existing or future statute or rule of law;:to.disclaim an; 1nterest or to ass1gn
‘convey, release; renounce, or otherwise dispose of an integest:-, -

Subd. 9. Interests in existence on May 22,1965 If an: mterest exrsted on May'22 1965
it may be disclaimed under this section if it had not then become indefeasibly fixed both in
quality and quantity or:if its taker had not,then-become, finally ascertained..

. Subd. 10. Bank- depos1ts The survivor or survivors,of abank deposit held in the names

.of the decedent and the survivor or survivors may at any. trme disclaim that i mterest by autho- .
rizing the inclusion;of the proceeds.of the bank deposit in the inventory and appraisal re-
quired by law to be filed by the representative or executor of the estate of the decedent. For
purposes of this subdivision, “bank deposit” includes a checkrng or savmgs account or time

- deposit.in any. financial institution authonzed 10’ accept deposrts s

Hlstory 1 989 c 340 art 1 570

501B 87 TRUSTS FORMING PART OF RETIREMENT PLANS FOR PARTICI- ,
PATING MEMBERS: R L

“If a‘trust formis part of a retirement plan created by. and for thexbeneﬁt of self—employed
persons for the purpose of receiving their contributions'and investing, accumulatmg, anddis-
‘tributing to the persons or their beneﬁcranes the corpus, profits, and earnings of the trust in
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accordance with the plan, the power of a person: beneficially interested-in the-trust to sell,

assign, or transfer that beneficial interest, to anncrpate payments under the plan or to termi-

nate the trust, may be limited or withheld in-accordance with the provisions of the plan,
whether or not the person furnished consideration for the creation of the trust.

History: ] 989 ¢ 340 art 1 $ 71

‘501B 88 TRUSTS NOT AFFECTED s RN T
Notwrthstandmg other law to tHe contrary,a trust created before J une 1 1973 relatmg

to one’s “mmorlty or majorrty orother related terms'is govemed by the deﬁmtrons of

“those terms exrstmg at the time of the creatron of the trust . ‘

~ History: ]989 c340artls 72 . . )
501B.89 TRUST PROVISIONS LINKED TO PUBLIC ASSISTAN CE ELIGIBIL-
ITY; SUPPLEMENTAL NEEDS TRUSTS.
~ Subdivision 1. Trusts contalmng limitations lmked to’ ellglbllrty for publrc assis-
. tance. (a) Except as allowed by subdivision 2 or 3, a provision m a trust that provides for the
_suspension, termination, limitation, or diversion of the pr1nc1pal iricome, or beneficial i intez-
estof abeneficiary if the beneﬁcrary applies for, is deterrmned eligible for, orreceives pubhc
assistance or benefits under a public health care program is unénforceable as against ‘the pub-
lic policy of this state, without regard to the 1rrevocab111ty of the trust or the purpose for whrch
, the trust was created.
(b) This subd1v1s1on apphes to trust provrsrons created after July i, 1992. For purposes
.of this section, a trust provisionis created on the date of execution of the first instrument that
© contains the provision, even though the trust provrsron is later amended or reformed or the
trust is not funded until a Tlater date B ,

Subd. 2. Supplemental trusts for persons with dlsabllmes (a) It 1s the publrc pohcy

of this state to enforce supplemental needs trusts as provided in thrs subdrvrsron _
.. (b) For purposes of this subdivision, a “supplemental needs trust” is a trust created for
the benefit of a person with a disability and funded by someone other than the trust beneficia-
1y, the beneficiary’s spouse, or anyone obligated to pay any,sum for. damages orany « othér
purpose to or for the benefit of the trust beneﬁcxary under the terms of a settlement agreement
or Judgment

{¢) For purposes of thrs subdrvrsron a person wrth a drsabrhty means a person who,

-prior to creation.of a trust whrch otherwrse qualrﬁes asa supplemental needs trust for the
. person’s benefit: - “ . :
(1)is considered tobe a person w1th a drsabrhty under the drsabrhty criteria spec1ﬁed in
- Title IT or.Title. X VI of the Social Security Act; or ,

(2) has aphysical ormental illness or condition which,; in the. expected natural course of
the illness or condition, either prior to or followrng creation of the trust, toa reasonable de-
gree of medical certainty, is expected to: e, e v

(i) last for-a‘continuous- period-of 12 months or more; and NS

(ii) substantially impair the'person’s ability to provrde for the person 's care Or custody

Drsabrhty may be established conclusrvely for purposes of this subdivision by the writ-

“fen opinion of a licensed professional who'is qualified t diagnose the‘illness or condition,
confirmed by the written opinion of a second hcensed professronal who is- quahﬁed to dlag—
nose the illness or condition.- :

(d) The general purpose ofa supplemental needs trust mustbe to provrde for the feason-
able living expenses and other basic needs of a person with'a disability when benefits from
publicly funded benefit programs are not sufficient to provide adequately for those needs.
Subject to the restrictions contained in this paragraph, a supplemental needs trust may autho-
rize distributions to provide for all or any portion of the reasonable living expenses of the
beneficiary. A supplemental needs trust may allow or require distributions only in ways and
for purposes that supplement or complement the benefits available under medical assistance,
Minnesota supplemental aid; and other publicly funded benefit programs-for disabled per-
sors. A supplemental needs: trust must contain provisions that prohibit disbursements that

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

459 ” N e _TRUSTS 501B.90

would have the effect of replacing, reducing, or substltutmg for publicly funded benefits
“otherwise available to the beneﬁmary or rendermg the beneﬁclary ineligible for publicly
funded benefits. 5

(e) A supplemental needs trust is not enforceable 1f the trust beneﬁmary becomes a pa-
tient or resident after age 64 in a state institution or nursing facility for six months or more
and, due to the beneficiary’s medical need for care in an institutional setting, there is no rea-
sonable expectation that the beneficiary will ever be dlscharged from the institution or facil-
ity. For purposes of this paragraph “reasonable expectatlon means that the beneficiary’s at-
tending’ physician has ceitified thatthe expectation is reasonable. For purposes 6f this para-
graph, a beneﬁmaty part101pat1ng ina group residential program is not deemed to be a patient
or resident in a state institution or nursing facility. I

(f) The trustincome and assets of a supplemental needs trust are cons1dered av atlable to
the beneficiary for medical assistance purposes to the extent they are considered available to
 the beneficiary under médical assistance, supplemental security income, or aid to families
with dependent children methodology, whichever is used to determine the beneficiary’s eli-
-gibility for medical assistance. For other public assistance programs established or adminis-
tered undert state law, asséts and inéome -will be considered available to the beneﬁ(;lary in
-accordance with the:methodology applicable to the program.. . - ;. 3

- () Nothlng in this subdivision requires submission of a supplemental needs trust to:a
court for interpretation or enforcement.

(h) Paragraphs (a) to (g) apply to supplemental needs trusts whenever created but the
limitations and restnctlons 1n paragraphs (c)to (g) apply on1y to'trusts created after June 30,
1993.

Subd. 3: Supplemental needs trusts under federal law A trust created on orafter Au-
gust 11, 1993, which qualifies as a supplemental needs trust for a person with a disability
under United States Code, title 42, section 1396p(c)(2)(B)(iv) or 1396p(d), as amended by
section 13611(b) of the Omnibus ‘Budget Reconciliation Act.of 1993, Public Law Number
103-66, commonly known-as OBRA 1993, is enforceable, and the courts of this state may
authorize creation.and funding of a trust which. SO ‘qualifies. -

History: 1992c5]3art 75 129; 1993c108s1 ]9950207art6s]08 109 o

501B 90 EFFECT OF DISSOLUTION OF MARRIAGE

Subdivision 1. Revocation of certain trust provisions. If after executlon of a trust
instrument in which a sole grantorreserves a power to'alter, amend! fevoke, or terminate the
provisions of the trust, the grantor’s marriage 1s dissolved or annulled, the dissolution or an-
nulment revokes-any dlsposmon provision for beneficial enJoyment or appomtment of
property made by the trust instrument fo a grantor’s former spouse; any provisions confer-
ring a'general‘or special power of appointmerit on:the former spouse and any appointment of
the former spouse as trustee, unless the trust inStrument expressly provides otherwise.

Subd. 2. Passing of property. Property prevented from’passing to a former spouse be-
cause of revocation by dissolution or annulment of marriage passes as if the former spouse
died on the date of the entry of thé judgméntand décrée:dissolvinig orannulling the grantor’s
“‘marriage and other provisions conférring some power or office on the former spouse are in-
terpreted as if the former spouse died on the date of the entry of the Judgment and decree dis-
solvmg or annulling the grantor’s marriage. , [P

~ Subd. 3. Revival of revoked prov1s10ns If prov151ons are revoked solely by this sec-
tion, they aré revived by the graritor’s remarriage to the former spouse. For purposes of this
chapter, dissolution of marriage includes.divorce. A decree of. separation which does not ter-
< minate the status of husband and wife is not a dissolution of. mamage for purposes of this
section. No.change of circumstances other than as described i in this section revokes a trust
instrument. . :

History: / 997 ¢ 9 52

! "fx

Copyright © 1998 Revisor of Statutes, State of Minnesoté, All Rights Reserved. -



