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First Supplement to Memorandum 98-19

Uniform Principal and Income Act: Preliminary Considerations
 (Letter from E. James Gamble)

Attached to this supplement is a letter from E. James Gamble, Co-Reporter on

the Uniform Principal and Income Act. The letter responds to comments

submitted by Alexander Misheff, attached to Memorandum 98-19 as Exhibit pp.

15-36.

Mr. Gamble analogizes the power to adjust under Section 104 of the UPAIA

to a trustee’s traditional discretionary powers to structure investments to meet

the settlor’s goals. He also makes clear that the uniform act drafting committee

carefully considered the American Bankers Association comments (which were

forwarded by Mr. Misheff) and made extensive changes to the provision as

originally proposed. This is consistent with the staff’s comparison of the

American Bankers Association comments to the final form of the UPAIA.

Most importantly, Mr. Gamble underlines the necessity of the adjustment

power in certain situations where the trustee follows the prudent investor rule

and produces a fine total return but only a small amount of dividend and interest

income. He concludes that “typical principal invasion provisions in existing trust

instruments will frequently be inadequate to solve that problem, and that is why

Section 104 is needed to give the trustee a power to adjust from principal to

income in such a situation.”

Respectfully submitted,

Stan Ulrich
Assistant Executive Secretary








