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beneficiary to receive income from the property arises, shall be treated as accruing
from day to day;.
(3) Receipts in the form of eorporate distributions to-stockhetders on account

of an interest in a juridical person that are allocated to income under R.S. 9:2149

shall be treated as accruing on the date fixed for the determination of stockhotders
of record those entitled to distribution, or, if no date is fixed, on the date of
declaration of the distribution by the eorporation; juridical person.

(4) All other receipts shall be treated as accruing at the time of payment.

B. Receipts treated as accruing after the right of the first income beneficiary
to receive income from the property arises, are income if they otherwise are income
under the provisions of this Sub=part Subpart. Receipts treated as accruing at an
earlier time are principal.

Revision Comments - 2020

This revision is consistent with prior law but expands the law to address
receipts from juridical persons other than corporations. According to general
principles of civil law, "[a] juridical person is an entity to which the law attributes
personality, such as a corporation or a partnership." Civil Code Article 24.
§2147. Apportionment of receipts when right to income ceases

Upon the termination of an income interest, the income beneficiary whose
interest is terminated, for his heirs, legatees, or assignees), is entitled to receive any

required distributions of or from the following:

(1) Income paid to the trustee but undistributed on the date of terminations;.

(2) Income due but not paid to the trustee on the date of termination;.

(3) Income in the form of periodic payments subject to daily accrual, other

than eorporate—distributions-—to-stockhotders periodic payments on account of an

interest in a juridical person, not due on the date of termination;acerued-fromday

to—day; but accrued prior to the date of termination.

(4) €orporatedistributions-to-stockholders Distributions on account of an

interest in a juridical person that are allocated to income under R.S. 9:2149 and that

are paid as-income after the termination of the interest if the date for determination

of stockhotdersofrecord those entitled to distribution is a date before the termination
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various types of property that would be classified as principal. The 1997 UPIA and
this revision classify all non-monetary property as principal and thus include all of
the prior categories of property that were classified as principal.

(b) A cash distribution may be large (for example, more than 10% but not
more than 20% of a juridical person's assets) and have characteristics that suggest it
should be treated as principal rather than income. For example, a juridical person
may have received cash from a source other than the conduct of its normal business
operations because it sold an investment asset; or it sold a business asset other than
one held for sale to customers in the normal course of business and did not replace
it; or it borrowed a large sum of money and secured the repayment of the loan with
a substantial asset; or a principal source of its cash was from assets such as mineral
interests, 90% of which would have been allocated to principal if the trust had owned
the assets directly. In such a case the trustee, after considering the total return from
the portfolio as a whole and the income component of that return, may decide to
exercise the power under R.S. 9:2158 to make an adjustment between income and
principal.

(c) Subsection E of this Section provides the trustee with discretion to make
an allocation regarding a receipt in accordance with the other provisions of this
Section or in accordance with the source of the receipt, provided a more specific rule
governs the source of the receipt in this Part. For instance, if the source of the
receipt is due to the trustee's interest in a limited liability company deriving funds
from minerals, then the trustee may allocate the receipt in accordance with the
provisions of this Section or in accordance with the provisions of R.S. 9:2152. In
making the allocation, Subsection E also provides the trustee with the authority to
rely upon a statement of the relevant juridical person as to the source of the receipt
without requiring the trustee to otherwise ascertain its source.

(d) The Comments that accompanied the 1964 enactment of this provision,
which are superseded by the 2020 Revision Comments, appear in Acts 1964, No.
338.

§2150. Bonds Obligation to pay money
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A. An amount received as interest, whether determined at a fixed, variable,

or floating rate, on an obligation to pay money to the trustee, including an amount

received in return for prepaying principal, shall be allocated to income without any

provision for amortization of premium.

B. A trustee shall allocate to principal an amount received from the sale,

redemption, or other disposition of an obligation to pay money to the trustee more

than one year after it is purchased or acquired by the trustee, including an obligation

whose purchase price or value when it is acquired is less than its value at maturity.

If the obligation matures within one year after it is purchased or acquired by the

trustee, an amount received in excess of its purchase price or its value when acquired

by the trust shall be allocated to income.

C. This Section does not apply to an obligation to which R.S. 9:2151.2,

2152, 2153, or 2154 applies.

Revision Comments - 2020
(a) This revision is based upon Section 406 of the UPIA (1997).

(b) This revision changes the law by providing that the entire increase in
value of discount obligations is attributable to principal when the trustee receives the
proceeds from the disposition, unless the obligation, when acquired, has a maturity
of less than one year.

(¢) The Comments that accompanied the 1964 enactment of this provision,
which are superseded by the 2020 Revision Comments, appear in Acts 1964, No.
338.

§2151. Businessoperattons Sole proprietorship

business The receipts and expenses of a sole proprietorship shall 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 principal;and-irrviewof themanmer
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required to obtain the marital deduction, the spouse may require the trustee to make

property productive of income, convert property within a reasonable time, or

exercise the power conferred by R.S. 9:2158. The trustee may decide which action

or combination of actions to take.

Revision Comments - 2020
(a) This revision is based upon Section 413(a) of the UPIA (1997).

(b) R.S. 9:2127 provides that "[a] trustee's investment and management
decisions are to be evaluated in the context of the trust property as a whole..." The
law in prior R.S. 9:2155 gave the income beneficiary a right to receive a portion of
the proceeds from the sale of underproductive property as "delayed income." This
provision applied on an asset-by-asset basis and not by taking into consideration the
trust portfolio as a whole and thus conflicted with the basic precept in R.S. 9:2127.
Moreover, in determining the amount of delayed income, the prior law did not permit
the trustee to take into account the extent to which the trustee may have distributed
principal to the income beneficiary, under principal invasion provisions in the terms
of the trust, to compensate for insufficient income from the unproductive asset.
Under R.S. 9:2158, a trustee must consider prior distributions of principal to the
income beneficiary in deciding whether and to what extent to exercise the power to
adjust.

(c) Although this revision abolishes the right to receive delayed income, it
allows an income beneficiary's right to compel the trustee to make property
productive of income. The duty to make property productive of income should be
determined by taking into consideration the performance of the portfolio as a whole
and the extent to which a trustee makes principal distributions to the income

beneficiary under the terms of the trust and adjustments between principal and
income under R.S. 9:2158.

(d) Under this revision, once the surviving spouse makes an appropriate
demand that the trustee take action, the trustee must decide whether to make property
productive of income, convert it, transfer funds from principal to income, or take
some combination of those actions.

Section 2. R.S. 9:2155 and 2157 are hereby repealed in their entirety.

Section 3. The existing Comments to R.S. 9:2148 through 2154 are superseded by
the Comments appearing beneath those Sections in this Act. The Louisiana State Law
Institute is hereby directed to remove the existing Comments and to print only the Comments
appearing in this Act.

Section 4. The Louisiana State Law Institute is hereby directed to redesignate
Subpart F of Part V of Chapter 1 of Code Title I of Code Book III of Title 9 of the
Louisiana Revised Statutes of 1950, entitled "THE TRUSTEE'S BOND", as Subpart G of
Part V of Chapter 1 of Code Title II of Code Book IIl of Title 9 of the Louisiana Revised

Statutes of 1950, and to retain the heading of this Subpart.
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right-to—alfenateis-restricted;-or if it limits prospectively and in general terms a

trustee's liability for breach of the duty of loyalty to a beneficiary, or for breach of

trust in bad faith.
Revision Comments - 2020

This revision changes the law in two ways. First, it deletes the reference to
"competent" beneficiaries, as this provision is not intended to limit authorized
representatives of a beneficiary, such as a mandatary, tutor, or curator, from acting
on behalf of the beneficiary. Moreover, the term "competent" is not defined by the
Louisiana Trust Code and the corresponding concept in the Civil Code is "capacity"
rather than "competency." See, e.g., Civil Code Articles 27, 1470 through 1477, and
1918. Second, it removes the limitation that prevents a beneficiary from agreeing
to limit a trustee's liability for "improperly advancing money or conveying property"
to a beneficiary of a spendthrift trust or a trust with restrictions on the beneficiary's
right to alienate his interest. Even at the time of the enactment of the original
provision in 1964, this limitation was controversial. It has been deleted in light of
a modern trend not to so limit a beneficiary's ability to relieve a trustee of liability.
See, e.g., Unif. Trust Code § 1009; Restatement (Third) of Trusts § 97.

SPEAKER OF THE HOUSE OF REPRESENTATIVES

PRESIDENT OF THE SENATE

GOVERNOR OF THE STATE OF LOUISIANA

APPROVED:
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