#L-618 415782
Memorandum 82-45

Subject: Study L-618 - Probate Law (Uniform Gift to Minors Act)

At the March meeting, the Commission sugpested that consideration
be glven to revising the Uniform Gifts to Minors Act (Civil Code §§ 1154~
1165) to broaden the class of property subject to the act and to consider
other changes that would make the act more useful, both as applied to
inter wvives gifts to minors and to bequests to minors. Tt appears that
the Commissioners on Uniform State Laws are currently undertaking a
revision of the Uniform Gifts to Minors Act to accomplish similar
goals. A copy of a report on this subject is attached hereto as Exhibit 1.
The staff recommends that we await the conclusion of this study and
continue existing California law relating to bequests to minors for the

time being.

Respectfully submitted,

Stan G. Ulrich
Staff Counsel
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[From ABA Probate and Property, Winter 1982, at 11.]

A drafting committee of the Nationzl Con-
ference of Commissioners or. Uniform State Laws is
preparing a revision of thz 1900 version of the
Uniform Gifts to Minors Act. Among the various
changes, the revision weuld expand the class of
property which may be held ‘r a custodian ac-
count, permitting retention of or invesument in all
formsof real and personai property., specifically in-
cluding minerai rights, general or limited panner-
ship interests, and life insurance or endowment
policies on the life of anyone {inctuding the mmor-
beneficiary) in whom the minor has a2n insurable
interest. Permissible scurces of dispesitions to a
custodizal account would aiso be expanded to in-
clude acceptance of testomentary distiibutions as
well as inter vivos gifts and conveyances from
trusts. As a third change, consistent with Iniernal
Revenue Code section 2303{¢) {“qualificd mincrs
trust”™), the drafters propose to deiay the time for
termination of a custodianship to the minor’s age
21, and are considering a furiher suggestion that
testators be pormitted to create cusiodianships to
last for a minor's life.

Changes to administrative provisions of the 1956
Act include deletion of the specific itemization of
custodial powers in favor of adoption by reference
of the adopting state’s trustee powers statute or the
Uniform Trustees’ 'owers Act. Alsc proposed isex-
pansion of the custodian’s prudence requirement
to require those who have, or represent that they
have, special skills or expertise to act according toa
high duty consistent therewith. In conjunciton
with both of these changes, the drafrers are in-
terested in receiving section members’ views as to
whether the Actshould inchide its own powers pro-
vision and whether the draft should extend the
Act’s existing exculpation provision to relieve non-
professional uncompensated cusicdians from the
nced to comply with the prudence stancards con-
tained in the Act.

The drafters aiso invite comment o a number
of policy ard tax considerations. First, should the
Act permit a donor to reserve a Revenue Ruling
79-353 “revolving deor” power to remove and
replace custodians at wiil: 1 so, should the draticrs
seek a ruling from the ILR.S. astothe ennsequences
of such a power? Second, the drait specifies dhat

distrilbutions made by a custodian “shall be o ad.
dition to and not in substitunion for the duoty of v
person to sunpore e minor.” Tie inten: of e
drafiers is to forestall the zlleged generziim-
SXIpDINg tax conseqarnces contained in Propaosed
Regulation
(treating a person as a beneficiary of the acem

[y

Treasury section  25.2815 105

for generatlon-sikipping tex purposes If thut per-
son's legal obligation to suppost the minor mav be
affected by distributions from the account) and to
confront the perception that Code section 2041
general power of appointment
otherwise exist if the minor Is the custodian’s
dependent. See TPennell, “Custodians, In-
competents, Trustees and Oihers: Taxable Powers
of Appointmeni?.” 15 UL Miami fnst. Lst. Plea.
1202 (1981). Would this languags: beeflective, and
would any other approach be @ more desirable or
effective response to these concerns? Third. the
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draft specifies that indidents of ownerstip of in-
surance policies held in the account shall be exer-
cisable by the custedian oulv in a fiduciary cenact-
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ty, in order to minimize Codi: section 2042 cx-
posure to 2 custodian who s alzo the insured wuder
such a policy. Again the drafiers invite commens
as to whether this language would be effective, and
whether there are berter alternatives to this provi-
sion. Fourth, should the Act contain special provi-
sions refating to emplovee bencfic plan -
titlements of the minor and, if so, what should
those provisions be? Fifth, should the Act permic
benecticiary designations under insurance policics
held in the account to include the minor's snouss
and siblings or other family members as well as the
minor’s estates Sixth, should the Act comntain
specitic authority to invest in common trust funds:
Finaliy, sheuld the Actspecify that, upen termina-
tion of an account, na conveyance of realty to the
minor (or other distributee) is necessary and that
third parties mayv deal divectly with the minor (or
other distributec) without liability w the fermer
custodian?



