HB5643, As Passed House, May 20, 1998

House Bill 5643

A bill to regulate certain transfers of property to m nors;
to make uniformthe |law regul ating certain transfers of property
to mnors; and to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1. This act shall be known and may be cited as the
"M chigan uniformtransfers to mnors act".

Sec. 2. For the purposes of this act, the words and phrases
defined in sections 3 to 5 have the neanings ascribed to themin
t hose sections.

Sec. 3. (1) "Adult" nmeans an individual who is 18 years of
age or ol der.

(2) "Benefit plan" nmeans an enployer's plan for the benefit

of an enpl oyee or partner.
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(3) "Broker" neans a person |lawfully engaged in the business
of effecting transactions in securities or commodity contracts
for the person's own account or for the account of others.

(4) "Conservator" means a person appointed or qualified by a
court to act as a conservator, special conservator, guardian,
limted guardian, or tenporary guardian of a mnor's property or
a person legally authorized to performsubstantially the sanme
functions.

(5) "Court" means the probate court for the county in which
a mnor resides.

(6) "Custodial property" neans an interest in property
transferred to a custodian under this act and the incone from
and proceeds of, that interest in property.

(7) "Custodian" neans a person so designated pursuant to
section 13 or a successor or substitute custodi an desi gnated
under section 7, 23, or 24.

Sec. 4. (1) "Financial institution" neans a bank, trust
conpany, savings and | oan association, or credit union chartered
and supervised under state or federal |aw

(2) "Legal representative" neans an individual's personal
representative or conservator.

(3) "Menber of the mnor's famly" means the mnor's parent,
st epparent, spouse, grandparent, brother, sister, uncle, or aunt,
whet her of the whole or half blood or by adoption.

(4) "Mnor" means an individual who is I ess than 18 years of

age.
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(5) "Person" means an individual, partnership, corporation,
limted liability conpany, association, or other |egal entity.

(6) "Personal representative" nmeans a personal representa-
tive, independent personal representative, or special fiduciary
of a decedent's estate or a person legally authorized to perform
substantially the sane functi ons.

Sec. 5. (1) "State" includes a state of the United States,
the District of Colunbia, the Commonwealth of Puerto Rico, and
any territory or possession subject to the legislative authority
of the United States.

(2) "Transfer" means a transaction that creates custodi al
property under section 13.

(3) "Transferor"™ nmeans a person who nmakes a transfer under
this act.

(4) "Trust conpany" nmeans a financial institution, corpora-
tion, or other legal entity, authorized to exercise general trust
powers.

Sec. 6. (1) This act applies to a transfer that refers to
this act in the designation by which the transfer is nmade as pro-
vided in section 13 if, at the tine of the transfer, the trans-
feror, the mnor, or the custodian is a resident of this state or
the custodial property is located in this state. The custodi an-
ship so created remains subject to this act despite a subsequent
change in residence of the transferor, the mnor, or the custodi-

an, or the renoval of custodial property fromthis state.
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(2) A person designated as custodian under this act is
subject to personal jurisdiction in this state with respect to
any matter relating to the custodi anshi p.

(3) Atransfer that purports to be made and that is valid
under the uniformtransfers to mnors act, the uniformgifts to
mnors act, or a substantially simlar act of another state is
governed by the | aw of the designated state and may be executed
and is enforceable in this state if, at the tinme of the transfer,
the transferor, the mnor, or the custodian is a resident of the
desi gnated state or the custodial property is |ocated in the des-
i gnated state.

Sec. 7. (1) A person having the right to designate the
reci pient of property transferable upon the occurrence of a
future event may revocably nom nate a custodian to receive the
property for a mnor beneficiary upon the occurrence of the
future event by nam ng the custodian foll owed in substance by the

words: "as custodian for (nanme of m nor)

under the Mchigan uniformtransfers to mnors act”". The nom na-
tion may nanme 1 or nore persons as substitute custodians to whom
the property nust be transferred, in the order named, if the
first nom nated custodi an dies before the transfer or is unable,
declines, or is ineligible to serve. The nom nation may be nmade
inawll, trust, deed, instrunment exercising a power of appoint-
ment, or witing designating a beneficiary of contractual rights
that is registered with or delivered to the payor, issuer, or

ot her obligor of the contractual rights.
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(2) A custodian nom nated under this section shall be a
person to whom a transfer of property of that kind may be nade
under section 13.

(3) The nom nation of a custodian under this section does
not create custodial property until the nom nating instrunent
becones irrevocable or a transfer to the nom nated custodian is
conpl eted under section 13. Unless the nom nation of a custodi an
has been revoked, upon the occurrence of the future event the
cust odi anshi p becones effective and the custodian shall enforce a
transfer of the custodial property pursuant to section 13.

Sec. 8. A person may nmeke a transfer by irrevocable gift
to, or the irrevocabl e exercise of a power of appointnent in
favor of, a custodian for the benefit of a m nor pursuant to
section 13.

Sec. 9. (1) A personal representative or trustee my nake
an irrevocabl e transfer pursuant to section 13 to a custodian for
the benefit of a mnor as authorized in the governing will or
trust. |If the testator or grantor has nom nated a custodi an
under section 7 to receive the custodial property, the transfer
shall be made to the custodi an.

(2) If the testator or grantor has not nom nated a custodi an
under section 7, or all persons so nom nated as custodi an die
before the transfer or are unable, decline, or are ineligible to
serve, the personal representative or the trustee shall designate
the custodian fromanong those eligible to serve as custodian for

property of that kind under section 13.
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Sec. 10. (1) Subject to subsection (3), a personal
representative or trustee may nmake an irrevocable transfer to
anot her adult or trust conpany as custodian for the benefit of a
m nor pursuant to section 13 in the absence of a will or under a
will or trust that does not contain an authorization to make the
irrevocabl e transfer.

(2) Subject to subsection (3), a conservator may nake an
irrevocable transfer to another adult or trust conpany as custo-
dian for the benefit of the mnor pursuant to section 13.

(3) Atransfer under subsection (1) or (2) may be made only
if the personal representative, trustee, or conservator considers
the transfer to be in the best interest of the mnor; the trans-
fer is not prohibited by or inconsistent with provisions of the
applicable will, trust agreenent, or other governing instrunent;
and, if the transfer exceeds $10,000.00 in value, the transfer is
aut hori zed by the court.

Sec. 11. (1) Subject to subsections (2) and (3), a person
not subject to section 9 or 10 who holds property of, or owes a
i qui dated debt to, a m nor not having a conservator may naeke an
irrevocable transfer to a custodian for the benefit of the m nor
pursuant to section 13.

(2) If a person having the right to do so under section 7
has nom nated a custodi an under that section to receive the cus-
todial property, the transfer shall be nmade to that person.

(3) If no custodi an has been nom nated under section 7, or
all persons so nom nated as custodi an die before the transfer or

are unable, decline, or are ineligible to serve, a transfer under
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this section may be nade to an adult nenber of the mnor's famly
or to a trust conpany. |If the value of the property exceeds

$10, 000. 00, a transfer under this subsection shall only be nmade

i f authorized by the court.

Sec. 12. A witten acknow edgnent of delivery by a custo-
dian constitutes a sufficient receipt and di scharge for custodi al
property transferred to the custodi an pursuant to this act.

Sec. 13. (1) Custodial property is created and a transfer
i s made whenever an action described in subsections (2) to (8) is
t aken.

(2) Acertificated or uncertificated security in registered
formis either of the follow ng:

(a) Registered in the nanme of the transferor, an adult other
than the transferor, or a trust conpany, followed in substance by

the words: "as custodian for (name of

m nor) under the Mchigan uniformtransfers to mnors act".

(b) Delivered if in certificated form or any docunent nec-
essary for the transfer of an uncertificated security is deliv-
ered, together with any necessary endorsenent to an adult other
than the transferor or to a trust conpany as custodi an, accom
pani ed by an instrunent in substantially the formset forth in
section 14.

(3) Money is paid or delivered to a broker or financial
institution for credit to an account in the name of the transfer-
or, an adult other than the transferor, or a trust conpany, fol-

| owed in substance by the words: "as custodian for

04751' 97



© 00 N o 0o b~ W DN P

NN N NDNNNDNRRRRR R R R B R
N o o b~ WON P O O 0N oA WDN PP O

HB5643, As Passed House, May 20, 1998
8

(name of mnor) under the M chigan uniform

transfers to mnors act".

(4) The ownership of a life or endowrent insurance policy or
annuity contract is either of the foll ow ng:

(a) Registered with the issuer in the nane of the transfer-
or, an adult other than the transferor, or a trust conpany, fol-
| owed in substance by the words: "as custodian for

(name of mnor) under the M chigan uniform

transfers to mnors act".

(b) Assigned in a witing delivered to an adult other than
the transferor or to a trust conmpany whose nanme in the assignnent
is followed in substance by the words: "as custodian for

(name of mnor) under the M chigan uniform

transfers to mnors act".

(5) An irrevocabl e exercise of a power of appointnent or an
irrevocabl e present right to future paynent under a contract is
the subject of a witten notification delivered to the payor,

i ssuer, or other obligor that the right is transferred to the
transferor, an adult other than the transferor, or a trust com
pany, whose nane in the notification is followed in substance by

the words: "as custodian for (name of

m nor) under the Mchigan uniformtransfers to mnors act".

(6) An interest in real property is recorded in the nanme of
the transferor, an adult other than the transferor, or a trust
conpany, followed in substance by the words: "as custodian for

(name of mnor) under the M chigan uniform

transfers to mnors act".
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(7) Acertificate of title issued by a departnent or agency
of a state or of the United States that evidences title to tangi-
bl e personal property is either of the follow ng:

(a) Issued in the nanme of the transferor, an adult other
than the transferor, or a trust conpany, followed in substance by

the words: "as custodian for (name of

m nor) under the Mchigan uniformtransfers to mnors act".
(b) Delivered to an adult other than the transferor or to a
trust conpany, endorsed to that person foll owed in substance by

the words: "as custodian for (name of

m nor) under the Mchigan uniformtransfers to mnors act".

(8) An interest in any property not described in subsections
(2) to (7) is transferred to an adult other than the transferor
or to a trust conpany by a witten instrunent in substantially
the formset forth in section 14.

Sec. 14. An instrunent in substantially the following form
satisfies the requirenents of section 13(2)(b) and 13(8):

"TRANSFER UNDER THE M CHI GAN UNI FORM TRANSFERS TO M NORS ACT

I, (nanme of transferor or nane and rep-

resentative capacity, if a fiduciary) transfer to

(name of custodian), as custodian for

(name of mnor) under the M chigan uniform

transfers to mnors act, the follow ng:

(insert a description of the custodial property sufficient to
identify it).

Dat ed:
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(Si gnat ure)
(name of custodi an) acknow edges recei pt of

the property descri bed above as custodi an for the m nor naned
above under the Mchigan uniformtransfers to mnors act.
Dat ed:

(Si gnature of Custodian)

Sec. 15. (1) Atransferor shall place the custodian in con-
trol of the custodial property as soon as practicable.

(2) Atransfer shall be made only for 1 mnor, and only 1
person shall be the custodian. Custodial property held under
this act by the sanme custodian for the benefit of the sane m nor
constitutes a single custodi anship.

Sec. 16. (1) The validity of a transfer nmade in a manner
prescribed in this act is not affected by any of the foll ow ng:

(a) Failure of the transferor to conmply with section 15 con-
cerning control

(b) Designation of an ineligible custodian, except the
transfer is invalidated by designation of a transferor for prop-
erty for which the transferor is ineligible to serve as custodi an
under section 13.

(c) Death or incapacity of a person nom nated under
section 7 or designated under section 13 as custodian or the dec-
lination of the office by that person.

(2) Atransfer made pursuant to section 13 is irrevocable,
and the custodial property is indefeasibly vested in the m nor,

but the custodian has the rights, powers, duties, and authority
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provided in this act, and neither the mnor nor the mnor's |egal
representative has any right, power, duty, or authority with
respect to the custodial property except as provided in this

act .

(3) By making a transfer, the transferor incorporates in the
di sposition the provisions of this act and grants to the custodi -
an, and to any third person dealing with a person designhated as
custodi an, the respective powers, rights, and immunities provided
in this act.

Sec. 17. (1) A custodian shall do all of the foll ow ng:

(a) Take control of custodial property.

(b) Register or record title to custodial property if
appropri ate.

(c) Collect, hold, nmanage, invest, and reinvest custodi al
property.

(2) I'n dealing with custodial property, a custodian shal
observe the standard of care that would be observed by a prudent
person dealing with property of another. |[If a custodian has a
special skill or expertise or is naned custodian on the basis of
representations of a special skill or expertise, the custodian
shall use that skill or expertise. However, in the custodian's
di scretion and without liability to the mnor or the mnor's
estate, a custodian may retain any custodial property received
froma transferor.

(3) A custodian may invest in or pay premunms on |life insur-
ance or endowrent policies on the life of the mnor only if the

mnor or the mnor's estate is the sole beneficiary, or the life

04751' 97



© 00 N o 0o b~ W DN P

N N NN NNDNRRRRRR R R R
o 00~ WON P O © 0N O O WN L O

HB5643, As Passed House, May 20, 1998
12

of anot her person in whomthe m nor has an insurable interest
only to the extent that the mnor, the mnor's estate, or the
custodian in the capacity of custodian is the irrevocabl e
beneficiary.

(4) A custodian at all tinmes shall keep custodial property
separate and distinct fromother property in a manner sufficient
toidentify it clearly as custodial property of the m nor.

Cust odi al property consisting of an undivided interest is so
identified if the mnor's interest is held as a tenant in conmon
and is fixed. Custodial property subject to recordation is so
identified if it is recorded. Custodial property subject to reg-
istration is soidentified if it is either registered or held in
an account designated in the nane of the custodian, followed in

subst ance by the words: "as custodi an for

(name of mnor) under the Mchigan uniformtransfers to mnors
act"”

(5) A custodian shall keep a record of each transaction with
respect to custodial property, including information necessary
for the preparation of the mnor's tax return, and shall make the
records available for inspection at reasonable intervals by a
parent or |egal representative of the mnor or by the mnor if
the mnor is at |least 14 years of age.

Sec. 18. A custodian, acting in a custodial capacity, has
the rights, powers, and authority over custodial property that an
unmarried adult owner has over his or her own property, but a

custodi an may exercise those rights, powers, and authority in
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that capacity only. This section does not relieve a custodi an
fromliability for breach of section 17

Sec. 19. (1) A custodian may deliver or pay to the m nor or
expend for the mnor's benefit so nuch of the custodial property
as the custodi an consi ders advi sable for the use and benefit of
the m nor without court order, without regard to the duty or
ability of the custodian personally or of any other person to
support the mnor, and without regard to other income or property
of the mnor that may be applicable or avail able for that
pur pose.

(2) On petition of an interested person or the mnor if the
mnor is at least 14 years of age, the court may order the custo-
dian to deliver or pay to the mnor or expend for the mnor's
benefit so nmuch of the custodial property as the court considers
advi sabl e for the use and benefit of the m nor.

(3) A delivery, paynent, or expenditure under this section
is in addition to, is not in substitution for, and does not
affect an obligation of a person to support the m nor.

Sec. 20. (1) Acustodian is entitled to rei nbursenment from
custodi al property for reasonabl e expenses incurred in the per-
formance of the custodian's duties. Except for a person who is a
transferor under section 8, a custodian has a noncumul ative el ec-
tion during each cal endar year to charge reasonabl e conpensati on
for services perforned during that year.

(2) Except as provided in section 24, a custodi an need not

gi ve a bond.
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Sec. 21. A third person in good faith and w thout court
order may act on the instructions of or otherw se deal wth any
person purporting to make a transfer or purporting to act in the
capacity of a custodian and, in the absence of know edge, is not
responsi bl e for determ ning any of the follow ng:

(a) The validity of the purported custodi an's designation.

(b) The propriety of, or the authority under this act for,
an act of the purported custodi an.

(c) The validity or propriety under this act of an instru-
ment executed or given either by the person purporting to nake a
transfer or by the purported custodi an.

(d) The propriety of the application of property of the
m nor delivered to the purported cust odi an.

Sec. 22. (1) A claimbased on a contract entered into by a
custodi an acting in a custodial capacity, an obligation arising
fromthe ownership or control of custodial property, or a tort
commtted during the custodianship may be asserted agai nst the
custodi al property by proceedi ng agai nst the custodian in the
custodi al capacity, whether or not the custodian or the mnor is
personally liable for the contract, obligation, or tort.

(2) A custodian is not personally liable in any of the fol-
| owm ng situations:

(a) On a contract properly entered into in the custodi al
capacity unless the custodian fails to reveal that capacity and

fails to identify the custodi anship in the contract.
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(b) For an obligation arising fromcontrol of custodial
property or for a tort commtted during the custodi anship unless
the custodian is personally at fault.

(3) Amnor is not personally liable for an obligation aris-
ing fromownership of custodial property or for a tort commtted
during the custodi anship unless the mnor is personally at
faul t.

Sec. 23. (1) A person nom nated under section 7 or desig-
nated pursuant to section 13 as custodian may decline to serve by
delivering a witten declination to the person who nmade the nom -
nation or to the transferor or the transferor's |egal
representative. The declination shall describe the custodi anship
bei ng declined and shall be signed by the person decli ning.

(2) If the event giving rise to a transfer has not occurred
and no substitute custodian able, willing, and eligible to serve
was nom nat ed under section 7, the person who nmade the nom nation
may nom nate a substitute custodi an under section 7. |If a sub-
stitute custodian is not nom nated, the transferor or the
transferor's |legal representative shall designate a substitute
custodian at the tine of the transfer. A substitute custodi an
shall be nom nated or designated from anong the persons eligible
to serve as custodian for that kind of property under
section 13. The custodi an so designated has the rights of a suc-
cessor custodi an.

(3) Acustodian at any tine nmay designate a trust conpany or
an adult other than a transferor under section 8 as successor

custodi an by executing and dating an instrunent of designation
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before a subscribing witness other than the successor. |f the

i nstrunment of designation does not contain, or is not acconpanied
by, the resignation of the custodian, the designation of the suc-
cessor does not take effect until the custodi an resigns, dies,
becones incapacitated, or is renoved.

Sec. 24. (1) A custodian may resign at any tinme by deliver-
ing witten notice to the mnor if the mnor has attained the age
of 14 years and to the successor custodian and by delivering the
custodi al property to the successor custodi an.

(2) If a custodian is ineligible, dies, or becones incapaci-
tated wi thout having effectively designated a successor and the
mnor is not |less than 14 years of age, the m nor may designate
as successor custodian, in the manner prescribed in
section 23(3), an adult nenber of the mnor's famly, a conserva-
tor of the mnor, or a trust conpany. |If the mnor is |less than
14 years of age or fails to act wwthin 60 days after the ineligi-
bility, death, or incapacity, the conservator of the m nor
beconmes successor custodian. |If the mnor has no conservator or
the conservator declines to act, the transferor, the | egal repre-
sentative of the transferor or of the custodian, an adult nenber
of the mnor's famly, or another interested person may petition
the court to designate a successor custodi an.

(3) A custodian who declines to serve or resigns, or the
| egal representative of a deceased or incapacitated custodi an, as
soon as practicable, shall put the custodial property and records
in the possession and control of the successor custodian. The

successor custodian may bring an action to enforce the obligation
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to deliver custodial property and records and becones responsi bl e
for each item as received.

(4) Atransferor, the legal representative of a transferor,
an adult menber of the mnor's famly, the conservator of the
mnor, or the mnor if the mnor is not |less than 14 years of age
may petition the court to renove the custodi an for cause and des-
ignate a successor custodi an other than a transferor under
section 8, or to require the custodian to give appropriate bond.

Sec. 25. (1) A mnor who is not less than 14 years of age,
the mnor's legal representative, an adult nmenber of the mnor's
famly, a transferor, or a transferor's |legal representative may
petition the court for either of the foll ow ng:

(a) An accounting by the custodian or the custodian's | egal
representative.

(b) A determ nation of responsibility, as between the custo-
di al property and the custodi an personally, for clains against
the custodial property, unless the responsibility has been adj u-
dicated in an action under section 22 to which the mnor or the
mnor's |legal representative was a party.

(2) A successor custodian nmay petition the court for an
accounting by the predecessor custodi an.

(3) In a proceeding under this act or in any other proceed-
ing, the court may require or permt a custodian or the
custodian's legal representative to account.

(4) If a custodian is renmoved under section 24, the court
shall require an accounting and order delivery of the custodi al

property and records to the successor custodian and the execution
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of all instrunments required for transfer of the custodi al
property.

Sec. 26. Except as provided in section 27, the custodi an
shall transfer in an appropriate manner the custodial property to
the mnor or to the mnor's estate upon the earlier of the
fol | ow ng:

(a) The m nor becom ng 18 years of age with respect to cus-
todial property transferred under section 8, 9, 10, or 11

(b) The m nor's death.

Sec. 27. (1) Transfer of custodial property to the m nor
that is transferred to the custodi an under section 8 or 9 may be
del ayed as provided in this section until a specified tine after
the mnor is 18 years of age. The tine of transfer to the m nor
shall be specified in the transfer executed under section 13 by
using the words "as custodian for (nane of mnor) until age
under the Mchigan uniformtransfers to mnors act".

(2) Transfer to the mnor of custodial property transferred
to the custodi an under section 8 shall not be delayed |ater than
the mnor's twenty-first birthday. Transfer to the m nor of cus-
todial property transferred to the custodi an under section 9
shal |l not be del ayed unless the governing will or trust provides
i n substance that the custodi anship continues until the mnor is
a specified age, not later than the mnor's twenty-first birthday
and that the will or trust determnes the tine to be specified in

the transfer.
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Sec. 28. This act applies to a transfer described in
section 6 made after the effective date of this act if either of
the followng is true

(a) The transfer purports to have been nmade under forner
1959 PA 172.

(b) The instrunent by which the transfer purports to have
been made uses in substance the designation "as custodi an under
the uniformgifts to mnors act" or "as custodi an under the uni-
formtransfers to mnors act" of any other state, and the appli-
cation of this act is necessary to validate the transfer.

Sec. 29. (1) Transfer of custodial property nmade before the
effective date of this act is validated notw t hstandi ng that
there was no specific authority in fornmer 1959 PA 172 for the
coverage of custodial property of that kind or for a transfer
fromthat source at the tine the transfer was made.

(2) This act applies to a transfer made before the effective
date of this act in a manner and form prescribed in former 1959
PA 172, except insofar as the application inpairs constitution-
ally vested rights or extends the duration of custodianships in
exi stence on the effective date of this act.

(3) Wth respect to the age of a mnor for whom cust odi al
property is held under this act, sections 3, 4, and 26 do not
apply to custodial property held in a custodianship that term -
nat ed because the m nor becones 18 years of age after Decenber
31, 1971, and before the effective date of this act.
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Sec. 30. This act shall be applied and construed to
effectuate its general purpose to nmake uniformthe law with
respect to the subject of this act anbng states enacting it.

Sec. 31. To the extent that this act by virtue of
section 29(2) does not apply to a transfer nade in a manner pre-
scribed in former 1959 PA 172, or to the powers, duties, and
immunities conferred by a transfer in that manner upon a custo-
dian or a person dealing with a custodi an, the repeal of forner
[ ] 1959 PA 172 does not
affect that transfer or those powers, duties, and inmunities.

Sec. 32. The Mchigan uniformgifts to mnors act, 1959 PA
172, MCL 554.451 to 554.461, is repeal ed.
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